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Finance

Financial Statements are attached for Council operating funds for the year ending December 31, 2008.
The narrative below provides information on significant events for each operating fund.

Year-End Financial Report — December 31, 2008

* General Fund

The General Fund ended the year with an operating surplus of $446 thousand. Salary savings of
approximately $1.6 million and Contracted Services $2.1 million under-budget helped to offset an
originally budgeted use of reserves for the fund. Contracted services of $328 thousand were
approved for carry-over by the Council in the March 11, 2009 Operating Budget Amendment.

The total fund balance at December 31, 2008 was $14.3M with $9.6M undesignated and available

for operations.

s Environmental Services

Environmental Services ended 2008 with an operating budget surplus of $3.8 million. Savings
were realized in the labor ($1.6M), contracted services ($3.6M), and interdivisional charges
($1.3M) expense categories. Those savings were partially offset by above-budget expenses for
materials, chemicals and utilities.

Total operating reserves at year end were $21.5M.

e Metro Transit

Bus Operations:

The Metro Transit 2008 budget included a $3.8 million use of fund reserves for Bus Operations. A
combination of increased operating revenues (Passenger Fares and Advertising) and an overall
reduction in expenses resulted in an operating surplus of $3.9 million.

Metro Transit Bus Ridership exceeded budget by 3,572,608 rides. The largest ridership increases
are in express ridership, urban local ridership during non-peak periods, and in programs like
Metropass, Upass and College Pass. This was Metro Transit’s highest annual ridership in 27 years
and equaled a 17.4% overall ridership growth in 4 years.

Metro Transit Operating Expenses detailed an overall reduction in expenses from the 2008 budget.
Salaries and Benefits due to savings in Workers Compensation and due to temporarily non-filling
of vacant positions; Professional and Technical Services due to savings in various Maintenance
Contracts; Materials and Supplies due to savings in bus parts resulting from receipt of new



replacement buses; and Allocated Charges due to savings in Casualty & Liability Costs and
savings in Council Allocated Charges.

Light Rail Operations:

The Metro Transit Rail 2008 budget included a $679 thousand use of fund reserves. Metro Transit
rail ridership continues to be very strong and exceeded budgeted levels by 263,131 rides, and was
the first year rail ridership exceeded 10 million rides. Increased passenger fares and advertising
revenues and reduced operating expenses resulted in an overall operating surplus of $376 thousand.

Commuter Rail Operations:

Metro Transit Northstar Commuter Rail is in pre-revenue operations and is forecasted to begin
revenue operations later in 2009. Many pre-revenue activities include hiring and training of staff,
testing of equipment, and equipping of operational facilities. Metro Transit Commuter Rail had a
pre-revenue operations budget in 2008 of $681 thousand and was able to manage staff hiring and
training resulting in reduced operating expenses and an overall operating surplus of $165 thousand.

* Metropolitan Transportation Services

The Metropolitan Transportation Services 2008 budget included a $370 thousand use of reserves.
A combination of increased operating revenue (Passenger Fares and Investment Income), and
lower operating expenses resulted in an operating surpius of $1.1 million.

The target fund balance policy for Metropolitan Transit Services is 15% of budgeted operating
expenses. Year-end operating reserves of $10.5 million represent 18% of the 2008 budgeted
operating expenses. The Metro Mobility portion of the operating reserve is $3.8 million, or 11%
and Contracted Services is $6.7 million or 31%.

+ Housing and Redevelopment Authority

Housing Expenses and related Federal and Local Revenues are under budget for the Council’s
housing and redevelopment authority. This occurs when actual experience varies from the
houschold factors used in budget preparation. Fund equity balances are primarily reserved for
program purposes. '

¢ Post Employment Health Care Liability

Investments set aside (reserved) for Post Employment Health Care Benefits were $49.8 million at
December 31, 2008. Funds are invested with the Minnesota State Board of Investment and
include cumulative unrealized losses of $23.5 million, Unrealized 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.

The actuarial accrued liability at January 1, 2008 was $301.3M. The next actuarial valuation will
be as of January 1, 2010.

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. In the first quarter of 2009, we
experienced unrealized losses in line with the market for a balance of $42.9 million at March 31,
2008.
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