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People places ® open spaces

Clean air and clean water do not
stop at city limits or county lines.
Neither does the need for jobs,

a thriving economy and good
transportation choices for people
and businesses in our region.
Voters have asked Metro to help
with the challenges that cross
those lines and affect the 25 cities
and three counties in the Portland
metropolitan area.

A regional approach simply
makes sense when it comes to
protecting open space, caring
for parks, planning for the best
use of land, managing garbage
disposal and increasing recy-
cling. Metro oversees world-class
facilities such as the Oregon Zoo,
which contributes to conserva-
tion and education, and the
Oregon Convention Center,
which benefits the region’s
economy.
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This guide is intended to assist readers in finding information in the three volumes of
the Metro FY 2010-11 Proposed Budget. Information generally is grouped according
to the sections identified by tabs or colored dividers in the budget document. In
addition, Metro’s budget and other financial information are available online at
WWW.Oregonmetro.gov.

SUMMARY (VOLUME 1)

The summary presents the entire Metro budget and general information pertinent to
the development of the budget.

Budget message

By law the budget message is given at the time the budget is proposed and identifies
any significant changes from one year to the next. The Metro Chief Operating Officer
serves as Metro’s Budget Officer.

Budget summary

This section provides a comprehensive summary of the detailed information contained
in the three budget volumes: Summary, Line item detail and Program budget. It
provides information on revenues and expenditures, including trends and fund
balances, and summarizes staffing changes in the organization.

Organizational summary

In October 2008 Metro launched a major reorganization called the Sustainable Metro
Initiative. Centers and Services replaced former departments and are organized to
align programs and services more effectively and efficiently. Centers and Services may
be budgeted in one fund only or in several funds. This section discusses the purpose,
organization, accomplishments, objectives and programs of each center and service.

Fund summaries

This section presents summary financial information and analysis for each of Metro’s
14 funds, the legal unit by which the budget is appropriated. For example the Solid
Waste Revenue Fund contains all revenues, other financial resources and expenditures
necessary for the operation and maintenance of the region’s solid waste disposal and
recycling system. This ensures that revenues generated by the solid waste system are
used to support that system.

Capital Improvement Plan

Metro’s capital budget for fiscal years 2010-11 through 2014-15 is included in the
FY 2010-11 budget document. The capital improvement plan is divided into the
following sections: Overview, Project Summaries and Analysis, Lists of Unfunded
Projects, Current Projects Status Reports and Capital Asset Management Policies.

Debt summary

Information about Metro’s current debt position and future debt obligations is
provided here. This section also provides information on Metro’s debt capacity and
the debt service for existing revenue bonds, general obligation bonds, capital leases

and other debt.

User’s
guide
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Appendices

The appendices include several related documents that are legally required to be
included with Metro’s budget document or that provide additional policy background
information. These appendices include the FY 2010-11 proposed schedule of
appropriations, property, fringe and excise tax calculations, charter of limitations

on expenditures and a glossary of technical terms and acronyms used throughout all
three documents.

LINE ITEM DETAIL (VOLUME 2)

The line item detail contains detailed, technical information used primarily by Metro
managers to manage their programs. This detail includes current as well as historical
line item revenues and line item expenditures required by law.

The section also provides line item detail of resources and requirements for each fund.
The line item detail is the breakdown of revenues and expenditures which comprise
Metro’s proposed budget.

PROGRAM BUDGET (VOLUME 3)

The FY 2010-11 program budget is organized by the four Council goal areas: Great
Communities, Healthy Environment, Vital Economy and Responsible Operations.
Each budget program begins with a visual map showing the main operational area
and key projects or activities within the program.

A-6

FY 2010-11 Proposed Budget— User’s guide



As presented on April 1, 2010
To the Metro Council, citizens and regional partners and valued employees:

I am pleased to present Metro’s Fiscal Year 2010-11 Proposed Budget. Our challenge
this year is to maintain focus, preserve core services and keep momentum as the
region grinds through the economic downturn and looks forward to recovery. This
is the essence of Metro’s mission, to preserve and enhance the quality of life and the
environment for ourselves and future generations.

Investing in the public structures that maintain the region’s livability

This proposed budget is presented during a time of unprecedented economic stress.
Now more than ever it is incumbent on Metro to use taxpayer money wisely. We must
focus on creating good jobs for everyone and on taking care of and making the most
of past investments, while accommodating a growing population and reducing climate
pollution.

This imperative is made all the more difficult because as a region and a nation we

are failing to maintain our existing public structures, and we cannot afford the
investments we need to protect our livability as we grow. We estimate the public cost
of providing the schools, pipes, pavement, parks and other public structures needed
to accommodate housing and job growth in the Portland metropolitan region during
the next three decades will range from $27-$41 billion. Existing sources of money can
cover only about half of this need, creating a finance gap of $15-$20 billion over the
next 30 years. Even if growth does not occur, the region will need $10 billion just to
repair and rebuild our existing roads, bridges, parks and other public structures.

While costs increase, revenues are shrinking. Federal spending on local projects has
been falling for many years. Local tax caps, Measures 5 and 50, and state-imposed
preemptions have severely limited local revenue flexibility. In addition, the multiple
layers and levels of government and service delivery across the region often result in
inefficient use of the assets and dollars that are available.

Without the ability to invest in our existing neighborhoods we will be forced to

make decisions that undermine the livability of our region. State law requires Metro
to maintain enough capacity within the region’s urban growth boundary (UGB) to
accommodate 20 years of population growth, but allows that capacity to be provided
through increased efficiency in the use of land within the existing boundary. To
achieve those efficiencies, we need to be able to invest in our existing downtowns,
main streets and employment areas. If we cannot demonstrate that we have the ability
to make those investments, we will be forced to expand the urban growth boundary
onto valuable farm and forestland — even though money is not available to support
infrastructure development in expansion areas either.

That’s why this budget focuses Metro’s work on helping our communities secure
the future the people of the region desire. Together we will invest existing dollars
strategically, focus our investments for maximum impact, elevate our level of overall
investment and deploy public resources in a way that supports private investment

in existing communities. Only if we do all of these things will we ensure a strong
economy, a healthy environment and communities that serve the needs of all.

Moving from planning to getting things done

Fortunately, this proposed budget benefits from a number of significant
accomplishments.

Chief
Operating
Officer’s
Budget
Message
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The Metro Council recently approved a new contract for our largest transfer station
that will increase waste recovery, reduce greenhouse gas emissions and save ratepayers
money. We’ve made significant progress strengthening our capital project and venue
management. We recently made the largest land acquisition in the history of the
region’s two voter-approved natural area bond measures — 1,143 acres of forestland in
the Chehalem Mountains of the Tualatin Valley.

Metro’s local government partners together identified and documented their individual
and collective aspirations to grow and prosper through investment in transit, mixed-
use development, community and neighborhood gathering spots, public facilities, and
parks and natural areas. Agreement on the importance of implementing the region’s
collaborative blueprint for managing growth — the 2040 Plan — has never been greater.

The collective support for the vision for our region’s future helped Metro, Clackamas,
Multnomah and Washington counties complete the urban and rural reserves initiative.
Together, the region approved a historic set of agreements that will protect more than
270,000 acres of farm and forest land for 50 years and provide for up to 28,100 acres
for future jobs and homes.

Metro and its partner governments also collaborated on a transformational new
Regional Transportation Plan (RTP). The new RTP shifts investments to projects that
make the most of our existing roads and bridges while making it safer, easier and
faster to get around. And, last year’s launch of The Intertwine — an effort to create
the world’s best system of connected parks, trails and natural areas — has created a
collaborative spirit and momentum around needed investments in environmental
education and in our parks, trails and natural areas.

These successes leave Metro poised and ready to address significant new obligations
in a significantly challenging economic climate. The successful completion of the
reserves initiative leads directly to discussions that will culminate in a decision about
expansion of the UGB near the end of the calendar year. In addition, last year the
Oregon Legislature adopted legislation mandating that Metro develop long-range
scenarios that ensure the region meets state-mandated greenhouse gas reduction goals
for transportation and land use — goals that will necessitate major changes in the way
we live.

Launching a Regional Investment Strategy

To respond to these new obligations, this budget proposes to use one-time funds

to create a three-year, integrated, agency-wide investment strategy to close the gap
between the region’s needs and its financial means. The strategy will be supported by
a three-year investment of $2.8 million created by reallocating $2 million from the
full faith and credit reserve established last year when the Blue Lake Nature and Golf
Learning Center debt strategy was approved. That project has been postponed, and
the remaining $800,000 is repurposed from the Housing Choice fund.

In the first year the Regional Investment Strategy will expend $929,000 to help local
communities and neighborhoods choose high priority actions needed to maintain and
improve important public structures. This strategy will be aimed at capitalizing on
our past investments by maintaining existing roads, bridges, parks and other public
structures and at supporting targeted new investments to create good jobs and vibrant
downtowns, to protect farms and forests and to reduce greenhouse gas pollution.
Metro is in a unique position to help local communities by identifying opportunities
for collaboration that will reduce red tape, improve services and save money.

Helping local communities prioritize needed projects also will support and

complement the creation of the capacity ordinance that lays out how our region will
accommodate growth for the next 20 years. This agency-wide effort will set the stage
for approaching our state and federal partners about what they can do to assist us in
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fulfilling our communities’ plans. Funds for the second and third years of the initiative
will allow us to work with local communities to put in place the public structures,
financial tools and local participation needed to get important projects built.

The strategy will integrate Metro’s ongoing work to advance local aspirations, active
and high capacity transportation, The Intertwine, Climate Prosperity, natural area
acquisition, waste prevention, and education. The integration will allows us to more
efficiently direct the agency’s efforts to helping local communities identify investment
targets and strategies to pay for projects that will make our region a great place and
reduce climate pollution.

By integrating its work, Metro will be more efficient and effective in collaborating
with its local partners and citizens. The foundation upon which this ability to
integrate our work and engage and collaborate with others rests, was built over the
last few years with programs like the Regional Leadership and Sustainable Metro
Initiatives. And, we have the capacity to carry out such an ambitious agenda because
the Metro Council has put in to place and showed discipline in adhering to prudent
fiscal and budgetary policies.

BUDGET HIGHLIGHTS

Oregon budget law directs me to highlight significant changes in the proposed budget.
The changes reflect Metro’s strategy to ride out the downturn without damaging core
services and without losing momentum. As our region prepares to emerge from the
downturn, Metro must maintain focus, care for its public structures, operate with
transparency and accountability and continue to anticipate and meet the needs of the
region’s future.

We began the budget development with a sobering potential shortfall in all revenues.
Last year’s sharp tonnage decline has arrested and leveled, but the forecast remains at
this low level throughout most of the upcoming year. Attendance remains at record
high levels at the Oregon Zoo, but guests are spending less on food services and

other concessions. The number of convention and event bookings remains steady,

but many events are offered for fewer days, and event promoters are selecting more
modest food and beverage packages. Excise tax collections mirror these activities, and
we continue to watch property tax collections carefully. Even grant revenues have
become problematic as delays in the federal reauthorization of transportation funds
complicate our project planning.

In spite of this sobering revenue picture, Metro remains a strong organization, eager
to look beyond this current economic disruption and apply its resources strategically.
The proposed budget adjusts to the revenue environment by identifying new, short
term revenue strategies; making targeted reductions designed to protect core services
and increase efficiencies; defining specific stand-alone products or milestones with
reasonable exit ramps where future funding commitments are not secure; all while
remaining disciplined and true to our financial policies. We have identified the
resources to fund the multi-year Regional Investment Strategy. With the exception

of the Opportunity Fund, all General Fund reserve targets are met and provide
continuing protection as economic recovery remains elusive.

The proposed budget includes the following service level changes:

Metro Council

The Metro Council budget includes the Council Leadership, Office of the Chief
Operating Officer and Government Affairs and Policy Development. The principal
agency initiative, the Regional Investment Strategy, will operate from the Government
Affairs and Policy Development center which is the maturing of the former Strategy
Center. The Regional Investment Strategy includes three limited duration positions
and two part-time staff in the project office to provide both the internal and external
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coordination of this primary initiative, working with staff throughout Planning

and Development, the Research Center, the Sustainability Center and other areas of
the agency. The Active Transportation project has been moved to the Sustainability
Center to align with trail planning and The Intertwine project, a regional network of
parks, trails and natural areas. The Strategy Center team leader will also move to the
Sustainability Center to manage the education division for The Intertwine program
and integrate youth education programs for all Metro facilities. Support for the
Columbia River Crossing project is funded through September 2010. The proposed
budget contains an appropriation for enhancing the agency’s federal presence. One-
time costs for the Sustainable Metro Initiative have been eliminated; one position
has been transferred to Parks and Environmental Services and individual Councilor
budgets have been reduced from $3,500 to $3,000 annually.

Office of Metro Auditor

Metro’s elected Auditor operates independently and is a link between the public and
Metro. It is in the public’s interest to have Metro government operate the best it can
to ensure that public resources are used wisely. The Office of the Auditor helps Metro
be fully accountable to the public and achieve the public’s trust and support. There are
no service level changes for FY 2010-11.

Office of Metro Attorney

In addition to its continuing due diligence responsibilities for the Natural Areas
acquisitions, the Office of Metro Attorney is a primary advisor to the Oregon Zoo for
the master planning, land use and development approvals for the new bond measure.
OMA also provides review and advice to the Metro Council to support its land use
and transportation decisions. There are no service level changes for FY 2010-11.

Metropolitan Exposition Recreation Commission

The economic downturn continues to present challenges to the Metropolitan
Exposition Recreation Commission (MERC) venues. The Broadway series run will
be longer in FY 2010-11, and convention bookings remain steady, although food and
beverage margins and transient lodging taxes remain flat. Both Portland Center for
the Performing Arts and the Portland Expo Center face challenges from deteriorating
facilities. With the region’s decision not to pursue a Headquarters Hotel and the
current economic challenges, the Oregon Convention Center will eliminate two
positions. All three venues will use fund balance to take on needed capital projects
and master planning. In early 2010 Metro Council amended code provisions related
to MERC, defining more clearly the role of the appointed MERC Commission and
making the Chief Operating Officer responsible for the management of MERC
programs. The organization of Metro’s primary venues including the three MERC
facilities and the Oregon Zoo under a single management group is just beginning and
is not yet reflected in the proposed budget. A Metro-MERC Business Practices Study
now underway may introduce additional changes in FY 2010-11.

Oregon Zoo

The proposed budget for the Oregon Zoo focuses on maximizing existing programs,
offerings and staff resources. While the economic climate has helped the zoo maintain
record attendance as residents stay closer to home, guests are visiting more but
spending less. In recognition of this, the zoo has sidelined a catering position until
event bookings increase. The conservation surcharge will be used as bridge financing
to support internal conservation programs, although balances from prior years will
remain available to support regional projects through a modest grant program.
Technical construction staff associated with the Predators of the Serengeti and

Red Ape Reserve projects is eliminated as these projects are concluded. Similarly,

the Construction and Maintenance Division staff associated with these projects is
redirected as a facilities maintenance group.
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Construction of the Veterinary Medical Center and the penguin filtration and

water conservation project will be underway in FY 2010-11. In addition to the two
construction projects, the focus of the zoo bond projects is the completion of master
planning, land use and development approvals. The bond program has returned

staff to the Facilities group, added one support position and will purchase public
engagement support from Metro’s communications group. As the zoo prepares for
ten years of continuous major construction on the zoo campus as the bond projects
proceed, the operating challenges are magnified. Special temporary exhibits and well-
timed openings will be keys to maintaining a positive guest experience.

Parks and Environmental Services

Parks and Environmental Services operates Metro’s parks facilities, the Metro
Regional Center building and its associated services, natural areas and solid waste
facilities. The new Graham Oaks Park will open in mid-2010, bringing new operating
expenses into the proposed budget. The Natural Areas technicians currently in Parks
and Environmental Services who provide day-to-day operating support will be
shifted to the Sustainability Center. This alignment will provide both more cohesive
management of all natural areas and allow a smoother transition from stabilization
to restoration and operation of newly acquired properties. At the Metro Regional
Center parking fees will be increased to generate additional revenue for operations
and maintenance of the parking structures. Beginning in FY 2010-11 the copy center
activities will be provided by an outside vendor. Although the Blue Lake Nature and
Golf Learning Center project has been postponed due to economic conditions, trail
and water quality projects at Blue Lake continue.

The solid waste facilities will transition to new transfer station operating contracts

as the fiscal year begins. The sharp tonnage decline has arrested, but tonnage remains
flat at these now lower levels. Economic pressures, global competition and volatile
commodity markets for recyclables present challenges to recovery efforts. Metro has
been selected as a primary vendor for receiving and processing paint under the new
state program mandating paint recovery. Metro will collect excise tax on the recovery
service and on the sale of paint products and compost bins.

Planning and Development

Planning and Development includes three units: Land Use Planning and Development;
Transportation System Planning; and Corridor Planning and Development.

Together its programs and projects facilitate the creation of great places in centers
and corridors and throughout the region. Planning and Development staff will be
supporting and complementing the Regional Investment Strategy by integrating
existing transit oriented development, capacity ordinance and community
development work with the project.

The delays in federal reauthorization of transportation funds have significantly
reduced federal planning grants and complicated project planning. In particular

the Corridor Planning work program may proceed at a slower pace and in phases
that produce interim, stand-alone products. Metro will not be able to embark on
subsequent project phases unless or until there are solid funding commitments from
local, state and federal partners. And while demand for transportation planning
services is increasing, uncertainties in federal funding have required Metro to be
more cautious, slowing the pace of local implementation of the newly adopted
Regional Transportation Plan for up to three years, dropping the cooperative project
development program with Oregon’s Department of Transportation (ODOT)

and moving from a two-year update cycle to a four-year for the Metropolitan
Transportation Improvement Program.
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Assuming that federal reauthorization occurs sometime in FY 2010-11, we will
reassess how to restore these more ambitious projects. At the same time Oregon’s
transportation bill, HB 2001, places new responsibilities and provides new funds

that allow us to continue some of this work. The proposed budget assumes that a
satisfactory agreement with ODOT will be reached at the start of the fiscal year.

The proposed budget eliminates a transportation planner position which has been
vacant because a National Environmental Protection Act grant has not materialized.
It eliminates administrative assistant support due to the completion of the Urban

and Rural Reserves work, although it does add a half-time limited duration Records
Analyst position to compile the final record. The budget also eliminates a Long Range
Planning position, which will delay brownfield assessments and the development

of local visualization tools. Finally, the budget transfers a Regional Travel Options
manager to Communications to enhance communications and marketing activities
not only for the Regional Travel Options program but also to provide greater message
consistency with related parks and Sustainability Center programs.

Research Center

The Research Center provides accurate and reliable data, information, mapping and
technical services to support public policy and regulatory compliance for Metro
programs and for the region. The Research Center will also be supporting and
complementing the Regional Investment Strategy initiative by integrating its

HB 2001 greenhouse gas research and model enhancement work with the strategy.
Data collection, spatial analysis, mapping and visualization, requirements of the HB
2001 scenario planning, are dependent on reaching a final program and funding
agreement with the State of Oregon. Negotiations are expected to conclude by
mid-2010. The Research Center will also complete the regional indicators report, a
collaborative effort with Portland State University and local partners. The proposed
budget eliminates some limited duration GIS positions related to the Urban and Rural
Reserves effort and continues the regional indicators project.

Sustainability Center

The Sustainability Center consolidates Metro’s significant conservation and education
activities. It focuses on providing accessible regional natural areas, parks and trails,
and maintaining and enhancing environmental quality. It also promotes sustainable
resource management through waste reduction initiatives, hands-on interpretive
programs, youth and adult education, grants and demonstration projects and
volunteer opportunities.

With the opening of Graham Oaks Park, the focus will shift in FY 2010-11 to longer-
range financial needs for Metro’s growing land base and The Intertwine System,
which will be aligned with the Regional Investment Strategy. The budget includes
resources to complete the Glendoveer Golf Course master plan in anticipation of

the current operating contract concluding in 2012. The Sustainability Center will
also transfer in five positions from Parks and Environmental Services and merge the
natural areas maintenance staff to align all elements of Metro’s natural areas program
— acquisition, restoration, planning and management — in one center. Volunteer staff
will also be integrated to lift capacity and coordination of volunteer activities around
natural areas. The team leader from the former Strategy Center will return to the
Sustainability Center to manage environmental education for The Intertwine project
and integrate existing youth education programs at all metro facilities including the
Oregon Zoo. Two youth educators from the Resource Conservation and Recycling
group will also move into this unified education division. The Active Transportation
project will move from the former Strategy Center to the Parks Planning and
Development group to align with other trails and Intertwine activities.
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The Resource Conservation and Recycling program will continue to support
regional efforts to reduce emissions from solid waste collection vehicles. Resource
Conservation and Recycling continues to reduce its appropriations to match the
performance of its programs and projects. One-time funds for the business sector
areas have been eliminated, and the business sampling projects are concluded. Waste
reduction education programs including the outdoor Enhanced Waste Reduction
program have been budgeted to reflect actual participation rates after two years’
experience. The proposed budget also includes funding to continue the internal
Climate Change program and to implement small projects identified in Metro’s
internal sustainability plan.

Operational Support
Communications

The Communications group provides communication services to advance Metro’s
policy initiatives, planning and stewardship efforts, public involvement and education
campaigns and facilities and services. The Communications group will provide

key support to the Regional Investment Strategy, redeploying resources from the
Making the Greatest Place activities. Communications will also shift resources from
the concluding Urban and Rural Reserves engagements to the public involvement
activities associated with the master planning and land use and development
approvals for the Oregon Zoo’s bond program. One position transferred in from
Planning and Development will enhance communications and marketing activities

for the Regional Transportation Options program and also provide greater message
consistency with related parks and Sustainability Center programs. Efforts will be
directed to support a more robust focus on climate change, including Metro’s Climate
Action plan and new work mandated by HB 2001 to support long-range climate, land
use and transportation scenario development.

Finance and Regulatory Services

In addition to its portfolio of financial services, risk management and procurement,
Finance and Regulatory Services is responsible responsibility for solid waste
regulation, rate setting and financial analysis and modeling for solid waste operations.
One administrative position is eliminated, mitigated in part by the opening of the
Metro Store which now accepts walk-in payments including routine contractor’s
business licenses, license renewals and general inquiries. During FY 2009-10 Finance
and Regulatory Services and Information Services collaborated in a feasibility study
to design a state-of-the-art system of data collection and reporting to support Metro’s
responsibility to collect more than $30 million annual in regional system and excise
taxes from privately owned solid waste facilities. The system will enhance our ability
to monitor compliance with regulatory requirements of licensees and franchisees and
management compliance with the non-financial obligations of the long-term waste
disposal contract. The proposed budget includes the Phase 2 implementation of this
system. FRS is also an active participant in the Metro-MERC Business Practices Study
now underway.

Human Resources

Human Resources supports both the operating units and the individuals of the Metro
organization, providing strategic leadership, building collaborative relationships,
promoting diversity and instilling best human resources management practices.
Human Resources recently established a formal Organizational Training and
Development center to provide training for staff to further implement the Sustainable
Metro Initiative and support best practices. Human Resources is a key member of the
Metro-MERC Business Practices study, looking to align best practices and policies
across the agency. The proposed budget reduces payroll staffing by 0.5 FTE and
redeploys one supervisory position to increase service delivery.
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Information Services

Keeping pace with technology remains a challenge for Metro. Information Services
provides technology-based leadership and solutions to support Metro’s goals

and business processes through the development, implementation, support and
management of information systems. The proposed budget deploys resources to
standardize and enhance network infrastructure, a key element to increasing efficiency
and reducing risk across the currently separate Metro and MERC systems. One
supervisory position is eliminated, better aligning desktop and network services but
also reducing the available technical resources.

General Expense

The General Expense category includes non-program revenues such as property
taxes, excise tax and interest earnings as resources. On the expenditure side, it
includes non-operating expenses such as general obligation debt, transfers and special
appropriations that are not tied to an individual program service or center.

Interest rates are at a significant low due to the economic climate and the federal
monetary policy. In FY 2007-08 all Metro funds earned $12 million; in FY 2010-11,
we expect to earn $1.6 million, in part influenced by the planned spending of Natural
Areas bond funds, but most significantly influenced by the lowered interest rate.

Excise tax, except for construction excise tax, is reset each year following a method
prescribed in Metro Code. The proposed budget implements a new proposal to
combine both the “Base” per ton excise tax rate and the former “Additional” per-ton
rate into a single rate calculation. The specific purposes of the “Additional” per-ton
rate were removed from Metro Code in 2006 and became part of the annual budget
process in FY 2007-08. The recent severe decline in tonnage demonstrated Metro’s
increasing vulnerability for the “Additional” per-ton portion of tax. In combining
the two into a single rate calculation Metro will gain stability and predictability in
the excise tax collections in times of flattening or declining tonnage. As a trade-off,
Metro will forego windfall collections in periods of increasing tonnage. The charter
limitation on expenditures remains unchanged. This balanced approach is consistent
with Metro’s financial policies to “maintain a diversified and balanced revenue system
to protect it from short-term fluctuations in any one revenue source.”

Debt service in FY 2010-11 is decreasing, primarily because Metro has delayed issuing
the remaining $102 million in authorized debt for the Natural Areas program. The
original plan to issue the remaining bonds in 2010 would have increased debt service.
Metro will issue $15 million in debt for the zoo construction and master planning.

Metro will make a one-time increase in sponsorship funding for the national
Rail~Volution conference which will be held in Portland in October 2010. The
conference presents a unique opportunity to showcase our region’s work nationally
and to improve local knowledge of the importance of making the most of our existing
roads and bridges.

Capital Improvement Plan
Renewal and replacement

The consolidated General Renewal and Replacement Fund provides for scheduled
renewal and replacement of assets at the Oregon Zoo, parks facilities and the Metro
Regional Center. Established by the Metro Council in FY 2008-09, the fund contains
a favorable balance which, when combined with the annual contribution of $1.3
million, will meet the General Fund needs for the foreseeable future. The Solid Waste
Revenue Fund continues to maintain solid renewal and replacement reserves, and
the MERC Commission also has designated renewal and replacement reserves. The
Metro-MERC Business Practices Study is examining how to formalize and size the
MERC reserves.
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Capital projects

New capital projects, defined in Metro’s capital asset policies as projects exceeding
$100,000 and meeting the State of Oregon’s definition for public improvements,

are dominated by land acquisition and stabilization under the Natural Areas bond
measure, new capital projects under the Zoo Infrastructure and Animal Welfare Bond
program and, to a lesser extent, new capital projects at solid waste facilities funded by
the Solid Waste Revenue Fund capital reserves. With the completion of the Predators
of the Serengeti and Red Ape Reserve exhibits at the zoo, funded largely by major
gifts to the Oregon Zoo Foundation’s capital campaign, and the postponement of the
Blue Lake Nature and Golf Learning Center project due to the economic conditions,
there are no new General Fund capital projects in the proposed budget.

Solid waste rates

During this year the Metro Council made changes in the way that Metro prepares and
receives comment on its proposed solid waste tipping fees. The changes are designed
to improve transparency and increase public review of the rate setting process.

The proposed rates and a rate report now will accompany the proposed budget,

and the Council will also receive a review of the rates prepared by an independent
consultant. The public will be able to review the proposed rates, the rate report and
the consultant’s opinion, and comment to the Council at any public hearing on the
budget. If the Council considers and makes changes affecting the Solid Waste Revenue
Fund during the budget process, the rate impact will be known immediately. Likewise,
if the Council considers changes to the rates, the budget impact will be known
immediately. Based on the proposed budget, the anticipated tip fee, including all fees
and taxes, will be $85.85, a $5.10 increase over the current rates.

Readying our region for the future

As Budget Officer, I am required to bring forward a balanced budget for your
consideration. The central core of this budget, both the services and the organizational
structure, is a cumulative story of the efforts Metro has made in the last five years to
become more efficient and effective. We have strengthened the organizational bones
of the agency; we are a learning organization committed to best management and
financial practices. We are transparent and accountable to our citizens, our partners
and ourselves. The Council has committed itself to being regional leaders, moving
its policies from regulation to engagement, from planning to action. The Regional
Investment Strategy is a reflection of the maturation of this agency. Despite the
economic downturn we have planned carefully and creatively to take an important
next step to ready the region for the future.

We look forward to your consideration of this proposed budget.

Michael ]ordé

Chief Operating Officer

Smcerely,
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