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Financial Statements are attached for Council operating funds for the quarter ending December 31, 
2007.  The narrative below provides information on significant events for each operating fund. 
 
Year-End Financial Report – December 31, 2007 
 

• General Fund  
 

The General Fund ended the year with an operating surplus of $1.3 million primarily due to 
variances in Salaries and Benefits and Consulting & Contracted Services.  Salary savings of 
approximately $1.4 million are the result of vacant positions that were filled late in the year or 
remain vacant due to the state hiring freeze. Of the $1.6 million dollar variance in Contracted 
Services, $744,000 was approved for carry-over by the Council in the March 12, 2008 Operating 
Budget Amendment. 
 
Revenues exceed budget by $702,000 driven primarily by Investment Earnings and Delinquent Tax 
Collections. 
 

• Environmental Services 
 

Environmental Services ended 2007 with an annual budget surplus of just under $5 million. This is 
a positive variance of $6 million because the budget anticipated a use of $1 million from reserves. 
Savings were realized in the labor, contracted services, interdivisional charges and capital 
equipment expense categories. Those savings were partially offset by above-budget expenses for 
materials, chemicals and utilities. Total revenues exceeded budget by about $1 million. 
 

• Metro Transit 
 

Bus Operations: 
 
The Metro Transit bus budget included a $1.7 million use of fund reserves in calendar year 2007. 
A combination of increased operating revenue (Passenger Fares, Advertising, and Investment 
Income), and reduced operating expenses resulted in a year-end surplus of $2.1million.   

 
Metro Transit bus ridership exceeded budget by over 1.8 million rides during 2007.  This was an 
increase of over 3.3 million rides or 5.12% over the 2006 ridership.   Overall, Metro Transit 
System Ridership including Light Rail reached 77 million rides, the highest system ridership since 
1982.  
 
Fuel expenses exceeded budget by $1.3 million.  Fuel price hedging contracts are established to 
smooth swings in fuel prices throughout the year by locking in costs earlier.  Budgeted fuel 
expenses for 2007 were based on an estimated fuel price of $2.36 that was established mid-year 



2006 before the final fuel futures contracts were purchased for 2007.  The actual fuel futures 
purchased in 2007 were at $2.56 per gallon resulting in a negative variance of $0.20 per gallon.   
 
Fuel prices for CY 2008 are budgeted at $2.80.  The current forecast of $2.79 per gallon is 86% 
hedged.  Staff will continue to monitor future hedging contracts to compare actual contract rates 
against the 2008 budgeted price per gallon. 
 
Professional and Technical expenses were over budget due to additional maintenance services for 
building maintenance and repairs.   
 
Savings realized in Salaries and Benefits and Interdivisional Allocations offset the negative 
variances in Fuel and Professional Technical Services to end the year ahead of budget.  
 
Rail Operations: 
 
Metro Transit rail ridership was very strong in calendar year 2007 exceeding budget by 161 
thousand rides.  Passenger fares and Advertising revenues continued to be above budget, which 
contributed to a budget surplus. 

 
Professional and Technical Services as well as Materials and Supplies were under budget largely 
due to parts and services remaining under warranty which served to offset increased share services 
allocations for administrative overhead. 

 
• Housing and Redevelopment Authority 

 
Housing Expenses and related Federal, State and Local Revenues are under budget for the 
Council’s housing and redevelopment authority. This occurs when actual experience varies from 
the household factors used in budget preparation.  The HRA ended the year with a $3 million 
dollar surplus.  The ending balances in the fund are primarily reserved for program purposes. 
 

• Metropolitan Transportation Services 
 

The Metropolitan Transportation Services budget included a $1.7 million use of reserves for 
calendar year 2007. A combination of increased operating revenue (Passenger Fares and 
Investment Income), and lower operating expenses reduced the year-end deficit of $172 thousand. 
 
The target fund balance policy for Metropolitan Transit Services is 15% of budgeted operating 
expenses.  Year-end operating reserves of $9.4 million represent 16.8% of the 2008 budgeted 
operating expenses.  The Metro Mobility portion of the operating reserve is $3.3 million, or 9% the 
fund’s budgeted operating expenses. 

 
• Post Employment Health Care Liability 

 
Investments set aside (reserved) for Post Employment Health Care Benefits reached $70.4 million 
at December 31, 2007, slightly ahead of the 2007 year-end projection noted in our 2006 actuarial 
study.  The Council’s funding policy requires contributions to the Health Care Liability Reserve 
for the portion of the benefit earned each year by active employees.  Funds are invested with the 
Minnesota State Board of Investment and include cumulative unrealized gains of $4.7 million.  
Unrealized gains and losses are market driven and represent the difference between the purchase 
price and current market value of investments and are not realized until investments are sold.  We 
have seen, and will continue to see, investment gains and losses over the life of these investments.  
In the first quarter of 2008, we experienced unrealized losses in line with the market for a balance 
of $65 million at March 31, 2008. 
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