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Financial Statements are attached for Council operating funds for the quarter ending June 30, 2011.  

The narrative below provides information on significant events for each operating fund. 
 

2nd Quarter Financial Report – June 30, 2011 

 

 General Fund  
 

General Fund operating expenses, overall, are under budget.  The largest variances are in Consulting 

& Contractual Services, $1.4 million and Grants – Pass Through, $1.3 million. Based upon prior 

years, Consulting & Contract Services expenditures trend toward the last months of the year.  The 

Livable Community grants will be issued during the third and fourth quarters.  

 

The projected unassigned fund balance at year end 2011 is $8.5 million.  The 2012 preliminary 

budget approved by the Council assumes a $2.5 million dollar addition to reserves. The unassigned 

fund balance is well above the Council’s 10% target of $4 million. 

 

General fund reserve balances provide the most flexible use of total available operating reserves. 

 

 Environmental Services 
 

Environmental Services forecasts a small surplus in the wastewater fund for calendar year 

2011, compared to a $3.1 million budgeted use of the wastewater Operations and 

Contingency Reserve fund ($2.5 million in the initial budget - increased by $0.6 million by 

amendment early in the year). This positive forecast is primarily a result of a slowdown in 

consulting and contracted services for the division.  

 

If this forecast proves accurate, the year-end Operations and Contingency Reserve would 

end the year at about $30 million, compared to the Council target for this reserve of about 

$11.8 million (10% of operations and maintenance budget, excluding debt service and 

paygo). In May, the Council adopted a “designation” of $15.3 million of these above-

reserve-target funds for use for SAC relief over the next few years. The 2012 preliminary 

budget and adopted rates use $4.3 million of these funds for such a SAC “shift”. 

 

The SAC reserve balance was forecast to end 2011 at $16.1 million with an expectation of 

receiving 7,000 paid SAC units. At this point in the year (with July receipts known) we are 

slightly ahead of that pace, and we now expect to end 2011 with 1,000 – 2,000 more units 

paid, generating an additional $2-$4 million for the SAC reserve. Note that the SAC 

reserve, by Council policy, is targeted at $32.5 million, and thus will remain substantially 

below target. The rate adoption by the Council in July 2011 included an approval of this 

situation due to the economic downturn. 



 

 Metro Transit 
 

 

Bus Operations: 
 

Metro Transit bus operations had an amended 2011 budgeted use of reserves of $1.4 million.   

 

Metro Transit is currently forecasting a net income of approximately $5.3 million.  This positive 

operating result will bring the Metro Transit Bus operating reserve to $31.2 million or 12.5% of 

budgeted CY 2012 expenses, by the end of CY 2011. 

 

Metro Transit bus ridership was 621,926 above the budgeted level for the first six months of CY 

2011.  This increase has mostly been in discounted fares and period passes which has caused a 

slight decrease in the overall average fare.  The result has been a reduction in total fares of $277 

thousand.  In addition a positive revenue variance has been achieved in federal revenues, 

investment earnings, scrap sales and warranty recovery giving revenue an overall positive variance 

of $437 thousand.  

 

Metro Transit bus operating expenses are under budget by $2.1 million from the 2011 budget.  

Salaries and Benefits were reduced by $1.1 million through temporarily not filling of vacant 

positions; Professional and Technical Services were reduced $0.2 million due to savings on 

various maintenance contracts; Diesel Fuel was reduced $0.64 million due to diesel prices 

dropping significantly during 2011; Utilities have been $0.22 million under budget due to energy 

enhancement programs.  These savings are forecast to continue through CY 2011. 

 

Light Rail Operations: 

 

Metro Transit Hiawatha Light Rail 2011 amended operating budget has a use of reserves of $969 

thousand.  Light Rail operations are currently forecasting to finish the year with a positive variance 

of approximately $100 thousand.  This positive variance will bring the Light Rail operating 

reserves to $2.4 million, or 9.3% of budgeted CY 2012 expenses by the end of CY 2011.  

 

Light Rail ridership was 141,167 passengers below budget for the first six months of 2011 

resulting in Passenger fares $299 thousand under the budgeted level.  Most of this decrease is due 

lower special events ridership.  Much of this decrease has been offset reductions in operating 

expenses.  Salaries and Benefits were reduced by $0.317 thousand through temporarily not filling 

of vacant positions; Professional and Technical Services were reduced $70 thousand due to 

savings on various maintenance contracts. These savings are forecast to continue through CY 

2011. 

 

Commuter Rail Operations: 

 
Metro Transit Commuter rail operations had an amended CY 2011 budgeted use of reserves of $77 

thousand.  Metro Transit is currently forecasting a net income of $250 thousand.  This positive 

operating result will bring the Commuter rail reserve to $2.1 million or 13.2% of budgeted CY 

2012 expenses by the end of CY 2011. 

 

Metro Transit Northstar Commuter Rail ridership for the first six months of 2011 was 2,804 below 

budget.  The passenger mix (more weekday riders and fewer weekend riders) has positively 

affected average fare and resulted in a positive budget variance of $107 thousand.  

 

Northstar operating expenses are also under budget by $763 thousand.  Most of these reductions 

have been in Professional and technical services $384 thousand and fuel $162 thousand.  These 

savings are expected to continue through CY 2011. 

 

 Metropolitan Transportation Services 
 



The Metropolitan Transportation Services is under budget for Consulting and Contractual Services 

and related revenues primarily related to timing lag for invoices from outside providers and 

vendors.  The 2001 budget anticipates a $7.2M use of reserves to bring fund balances to Council 

policy target. 

 

The target fund balance policy for Metropolitan Transit Services is 10% of budgeted operating 

expenses. 

 

 Housing and Redevelopment Authority 
 

Negative variances in housing related expenses will be offset by additional revenue from a HUD 

set-aside award of $1.3M.  Award will be made in August 2011.  Fund equity balances are reserved 

for program purposes with projected year end HRA program reserves of $4.5 million. 

 

 Post Employment Health Care Liability 
 

Investments set aside (reserved) for Post Employment Health Care Benefits were $106.4 million at 

June 30, 2011.    Funds are invested with the Minnesota State Board of Investment and include 

cumulative unrealized gains of $5.2 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. 

 

The actuarial accrued liability at January 1, 2010 was $328 million.  Actuarial valuations are done 

biennially to comply with Generally Accepted Accounting Principles.  

 

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.  
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