








substantial negative impact Authority program, activities, or service. In this case the
General Manager shall contact the Board and inform them of his proposed action. Unless
there is substantial Board disagreement with the-proposed course of -action, the General
Manager shall proceed and shall request ratification of the action at the next scheduled Board
meeting

= approve and execute interlocal agreements and amendments to interlocal agreements

subject to the restrictions listed above for third party contracts.

Disadvantaged Business Enterprise Program

The responsibility for assuring that there is an appropriate participation in Capital Metro procurements
by Disadvantaged Business Enterprises rests with the Assistant General Manager for Government
Programs and Re\;enues, supported by the Materials Management staff. Capital Metro has
conducted a series of seminars and meetings with the disadvantaged business community to

encourage their participation, and to increase their continuing invoivement in Capital Metro projects.

The recent focus of Capital Metro has been to increase the number of certified firms which actually
participate in Capital Metro procurements. Capital Metro has established an outreach program in
which staff members visit firms and work with them to help them become active participants in

Authority procurements.

Capital Metro has formed a DBE Task Force comprised of Capital Metro staff and DBE vendors to
develop ways that Capital Metro can continue to improve both the reality and the perception of its
DBE program.

Relationships with
Other Departments

As with most of the units in the administrative division, matenals management supports the activities
of virtually every other unit of Capital Me'tro. An indication of the extent of interaction with other
Capital Metro staff can be seen in the fact that at the time of the review of the department, the
department staff was working on 43 active contracts for 24 different project managers, and was
processing 48 active requisitions for 31 project managers.

The major client department is maintenance, and the routine for recurring procuréments to support
maintenance is well established, but is subject to occasional disruptions or special problems in the

normnal course of business.
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Normal materials and supplies procurements for other departments appear to be similarly trouble free
and routine. The few issues that have been raised by other managers during the audit have mostly
" had to do with special or one time procurements for professional services or maintenance or
construction contacts, and most of the concerns have been about the time consuming nature of the-
process and the number of board reviews, rather than about the manner in which the Materials

Management staff carries out its responsibilities.

One of the major interactions with the department staff is in the process of receiving, billing, and

back ordering, and supporting the accounts payable process.

One of the questions asked of Capital Metro managers in the preparatory questionnaire was what
they would do to improve the performance of Capital Metro. The most frequent response was o

shorten the process that it takes to carry out < procurement.

Relationships External

to Capital Metro

The Materials Management staff has a significant number of working relationships with organizations
and agencies outside of Capital Metro. In addition to dealing with a wide variety and large number of
vendors, the staff also works with or consults with a number of other organizations relating to
procurement issues, including:

- other transit agencies

- the City of Austin

- the Unilversity of Texas

- the Federal Transit Administration

- the Hispanic and the Capital City Chamber of Commerce

- agencies working to promote disadvantaged business enterprises

- a wide range of vendors of equipment, materials, and services.

One of the major roles of the Department management is to carry out the policy of Capital Metro
regarding its relationships with vendors, and to assure that the project managers and the internal
customers of the vendors follow this policy.

The policy of the Authority with respect to relations with suppliers, as articulated clearly in the
policies, is to "maintain a reputation for fairness, integrity, service, and progressiveness” in
conducting Authority business. The Materials Management staff and project managers are directed
to:

- ensure maximum open and free competition
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- treat all prospective sources in an equal and equitable manner

- allow no revision of bids after submission and insist on receiving the best price first
- observe strict truthfulness in all transactions and correspondence . .

- keep Capital Metro free from unintended obligation to any supplier.

Conclusions _
The volume of goods and services purchased by Capital Metro, and the number of transactions, is
significant, and generally higher than those of transit systems of similar size because of the diversity

of activities undertaken at Capital Metro.

The current policies and procedurés for procurements at Capital Metro create an unusual number of
time consuming trah'sactions, apparently in the interest of strict controls. The current procedures add
unnecessary steps, and have the effect of impeding the process rather than assuring that the
projects and procurements authorized by the Board in the annual budget are carried out with
dispatch.

The objectives of the department are sound and well conceived, but do not include specific,

quantitative targets that can be measured objectively.

The staff is currently preparing a revised procurement procedure. One objective of these changes
should be to reduce the number of steps in the process and increase the signature authority within

the statutory limits.

Capital Metro maintains an aggressive outreach program to encourage the participation of

disadvantaged businesses in the agencies procurements.

Recommendation
Capital Metro should include meaéurable objectives tor materials management beginning with curent
measurables objectives, and add:

- inventory value

- inventory tums

- cycle time for service and construction contract procurements.

The number of approvals that are required to carry out a procurement should be reduced, and the
signature authorities at each level should be increased. The procedural changes recommended by
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the staff would reduce the time involved in carrying out a procurement significantly, within reasonable

policy and financial controls.

The current process appears redundant and to assume that, once the board has determined what
projects and procurements should be carried out as provided in the budget, that the staft must again

seek several approvals by the Board before those procurements are implemented.

When the Board approves a project in the budget, it should be considered the obligation of the staft
to undertake that project as specified in the budget. Management should not be required to get
repeated formal approval of actions that have already be mandated by the Board, if those actions are
carried out in accordance with the Board policy and the budget. The Board's concern should be that
management move deliberately and responsibly to carry out such projects with minimal further review

by the board except in specific circumstances required by law.

The management should report such actions to the board on a regular basis, with the obligation of

carrying out the direction in the budget as planned.
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Government Programs
and Revenue Division

Organization and Staffing
The Revenue and Government Programs Division is under the direction and control of the Assistant
General Manager for Revenue and Government Programs, who is appointed by and responsible to

the General Manager. The overall organization and staffing of the Division is illustrated on Exhibit 28.

The group is comprised of six professionals and support people, who have the following
responsibilities:
- the Assistant General Manager, who has overall responsibility for the group
- the Grants Coordinator, who administers the various grant applications and reports to the
funding agencies
- the Minority Affairs Coordinator, who administers the Authority's EEO, AAP, and DBE
programs
- the revenue section staff, who are responsible for accounting for the cash receipts of the
Authority
- an administrative secretary, who supports the government programs of the Division.

issl n jectiv
The Group's mission, as stated by the Assistant General Manager, is to "ensure the compliance of
the Authority with all Federal and State Regulations, and provide professional cash management
expertise.” The group also "provides service and support to Capital idetro employees and to the

small business community".

The primary goal of the Division for 1992 was to "disseminate the latest developments with the
implementation of ISTEA", with the specific goals of:

- undefstanding the ramifications of ISTEA for Capital Metro

- synchronizing the TIP process with the State's TIP

- developing and implementing strategies for the Authority to benefit from the provisions of

ISTEA
- maintain good relations with FTA's regional office
- achieve excellence in the management of grants.
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Exhibit 28
Capital Metro Performance Audit
Organization and Staffing
Government Programs and Revenue Division

Board of Directors

General Manager

Assistant General
Manager
Government Programs
and Revenues

Grants Coordinator

Minority Affairs Coordinator
Government Program Specialist
Revenue Collections Leader

- Treasury Clerks (2)

—

- Administrative Secretary




The primary goal for the DBE program is to assure the attainment of the annual participation goal for
DBE's in Capital Metro Procurements.

The Division measures the performance of its various-functions as appropriate to the activity. The -
major performance reports that are used are:
- the quarterly investment report to the Board
- quarterly reports on DBE activity and on Affirmative Action and Equal Opportunity
- quarterly grant progress reports
- achieving favorable triennial reviews by FTA.

Civil Bights Program_Goals - Capital Metro has intensified its disadvantaged business program.
The objectives tor the program for includes an outreach program to identify businesses which could
provide goods and services to Capital Metro, and to provide t hem advice and assistance in

becoming successful providers.

The objectives of the Division included:
- increasing the pool of certitied DBE's by 5%
- become tamiliar with the DBE experience of systems that have rail development programs
- become advocates for small businesses in testitying in public hearings and with regulatory

agencies.

The goal of the EEQ/AAP program is “to protect the Authority from possible discrimination

complaints®.

The specific objectives for the program focus on training management personnei in refevant Iawé, and

keeping them up to date on developments in laws and regulations.

It is the job of the Division to investigate and resolve formal and informal internal and external

complaints relating to discrimination in a timely manner.

Cash Management Goals - The cash management activities of the Division consist of two very
different responsibilities:

- accounting for the collection of cash fares

- investing the funds of the Authority. —
The goal of this activity is " to ensure that all revenue due CMTA is received, protected, and invested

properiy.”
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Current Plans for the Division

The staff of the Division is_planning to carry out a number of activities to meet the current and
anticipated challenges. Among these are: ]
- updating the affirmative action plan to reflect the new census statistics
- increasing the attention of Capital Metro to the TIP process, considering the increased
significance of this activity under ISTEA
- developing and understanding of the light rail program in the minority community, and
increasing their awareness of their potential participation in that program
- working with the Austin Transportation Study to increase their awareness and commitment to
transit investments
- generally increasing the participation of the disadvantages business community in Authority

procurement of all kinds.

DBE Program Results

The success of the program to increase the participation by disadvantaged businesses in Capital
Metro procurements is illustrated on Exhibit 29. The increase in 1991 over 1990 in the number of
vendor participating was fivefold, and the doliar value of the procurement increased over 100%. The
1992 experience continued to reflect substantial success, with 39 procurements valued at $6.4

million were awarded to minority contractors.

Affirmative Action/Equal Opportunity

Affirmative Action and EEO efforts and duties are shared between the Human Resources Department
and the Minority Affairs section of the Government Programs and Revenues Division. The current
Aftirmative Action plan which establishes guidelines and goals for the agency is outdated, and is
scheduled for revision utilizing 1992 census data.

Minority and female representation at Capital Metro is supported in part by a current agency policy
which states:
All future job postings for Capital Metro (and StarTran) applicants must include qualitied
minority candidate(s) for interview. Otherwise the job will be reposted until such a candidate
is found.

The current empléyee statistical profile indicates that agency eftorts have been successful in
achieving a high level of minority employment in most categories of jobs. The employment profile for
1990 and 1991 is summarized on Exhibit 30. Without a current plan or availability data, it is difficult
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Category

Capltal Metro
Total

Females
Minority

% Females
% Minority

MLS
Total
Females
Minority

% Females
% Minority

Jotal
Total
Famales
Minority

% Females
% Minority

Exhibit 29

Capltal Metro Performance Audit
Summary of Employees by EEO Categories

Percent
Ofticlals/Managers Professlonals Offlce/Clerlical Skilled Cratt Laborers/Drivers Service/Maint Total Change
1990 1991 1990 1991 1990 1991 1990 1991 1990 1991 1990 1991 1990 1991| 1991/90
29 31 35 33 65 66 9 10 8 9 34 32 1561 150 -0.7% |
10 1 14 13 52 52 0 0 1 0 5 5 72 70 -2.8%
1 12 14 14 44 45 5 5 8 8 18 16 89 88 -1.1%
34% 35% 40% 39% 80% 79% 0% 0% 13% 0% 15% 16% 48% 47% -21%
38% 39% 40% 42% 68% 68% 56% 50% 100% 89% 53% 50% 59% , 59% -0.5%
1 1 0 0 22 25 70 74 462 473 40 40 595 613 3.0%
1 1 0 0 18 19 2 2 122 128 6 6 149 © 156 4.7%
] 0 0 0 16 20 37 39 334 34 29 © 28 416 428 2.9%
100% 100% 0% 0% 82% 76% 3% 3% 26% 27% 15% 15% 25% 25% 1.6%
0% 0% 0% 0% 73% 80% 53% 53% 72% 72% 73% 70% 70% 70% -0.1%
30 32 35 Cu 87 91 79 84 470 482 74 72 746 763 23%
1 12 14 13 70 71 2 2 123 128 1 11 221 226 2.3%
1 12 14 14 60 65 42 44 342 349 47 44 505 516 2.2%
37% 38% 40% - 39% 80% 78% 3% 2% 26% 27% 15% 15% 30% 30% 0.0%
37% 38% 40% 42% 69% 1% 53% 52% 73% 72% 64% 61% 68% 68% -0.1%




Category

Capital Metro
Total

Females
Minority

% Females
% Minority

MLS
Total

Females
Minority

% Females
% Minority

Total

Total
Females
Minority

% Females
% Minority

Exhibit 30

Capltal Metro Performance Audit
Summary of Employees by EEO Categorles

Percent
Officlals/Managers Professionals Office/Clerical Skilled Craft Laborers/Drivers Service/Maint Total Change
1990 1991 1990 1991 1990 1991 1990 1991 1990 1991 1990 1991] 1990  1991| 1991/90
29 K| 35 33 65 66 9 10 8 9 34 32 151 150 -0.7% -
10 1 14 13 52 52 0 0 1 0 5 5 72 70 -2.8%
1 12 14 14 44 45 5 5 8 8 18 16 89 88 -1.1%
34% 35% 40% 39% 80% 79% 0% 0% 13% 0% 15% 16%  48% 47% -2.1%
38% 39% 40% 42% 68% 688% 56% 50% 100% 89% 53% 50% 59% 59% -0.5%
1 1 0 0 22 25 70 74 462 473 40 40 595 613 3.0%
1 1 0 0 18 19 2 2 122 128 6 6 149 156 4.7%
0 0 0 0 16 20 37 39 334 341 29 28 416 428 2.09%
100% 100% 0% 0% 82% 76% 3% 3% 26% 27% 15% 15% 25% 25% 1.6%
0% 0% 0% 0% 73% 80% 53% 53% 72% 72% 73% 70% 70% 70% -0.1%
30 32 35 33 87 91 79 84 470 482 74 72 746 763 23%
1 12 14 13 70 71 2 2 123 128 11 1 221 26 23%
" 12 14 14 60 65 42 44 342 349 47 44 505 516 229,
379, 38% 40% .’ 39%, 80% 78% 3% 2% 26% 27% 15% 15% 30% 30% 0.0%
37% 38% 40% 42% 69% 1% 53% 52% 73% 72% 64% 61% 68% 68% -0.1%




to assess the overall success of affirmative action efforts in the context of the population distribution

in the employment base for the service area.

_ Investments

The resources that are available for investﬁxent by the Authority has increased steadily since the
inception of the sales tax in 1985. The year end balance of invested funds has increased every year
except for 1990, from 1985 when the year end balance was $4.5 million to 1992, when the year end

balance was $41.8 million.

The investment activities of Capital Metro are governed by a set of policies and procedures:that-have
been developed by staff and adopted by the Board in 1985, and amended by the Board or expanded
upon by the staff from time to time since then. The most recent restatement of the Investment Policy
was prepared in April, 1990, by the Assistant General Manager for Government Programs and

Revenues, acting in her capacity as Treasurer.

The policies and procedures are designed to assure that the Authority complies with the relevant
statutes and regulations relating to the management and investment of public funds in Texas, while

still producing the best return without those constraints.

The funds that are available for investment at Capital Metro include a variety of restricted and
unrestricted reserves and balances. The funds, and their balances at the end of FY1991, are shown
on Table 29.

Table 29 ]
Fund Balances as of
End of FY1991
Eund : Amount
Reserve for self-insurance $3,500,000
Reserve for operating contingency 3,000,000
Reserve for capital equipment replacement 8,500,000
Reserve for future public transportation
mobility projects 2,900,000
fixed guideway 5,000,000
Unreserved/undesignated 11,956,813
Total $34,856,813

The amount of each of the reserves is established by management recommendation and Board policy
at the beginning of each year's budget process. The basis for the size of the reserves varies from
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fund to fund. Some are founded in the actuarial or professional judgment of management, and some
are sized to the convenience of the Authority.

The policies relating to the management qt these funds are established by resolution, and are
amended from time to time. The preamble to the current policy states that Capital Metro’s primary
goals are "preservation of capital, liquidity to meet all obligations in a timely manner, and maximized
earnings from the full investment of ali available funds."

The prevailing polices of the Authority provide guidance for:
- selection of financial institutions
- cash forecasting
- establishment of investment funds
- establishment of and contributions to reserve funds
- selection and execution of investments
- provisions for dual control

- follow up
- reporting.

The policies stipulate that:

- Capital Metro encourages doing business with financial institutions in the service area

- normally to do business with firms t hat have divested any "South African holdings", or are
in the process of doing so

- Capital Metro shall invest only in "approvéd securities”, including:
- direct and indirect obligations of the United States
- repurchase agreements secured by direct or indirect obligations of the United States, )

which must be held in satekeeping by a third party to those transactions

- certificates of deposits of state or national banks or savings and loan associations which

are members of FDIC or FSLIC.

Certificates of deposit of more than $100,000 may be secured with collateral pledged to the Authority,
which collateral must meet specific standards and must be kept by a third party.

The size -of the various reserves that have been established at Capital Metro by is determined by
Board policy, based on staff recommendations as a part of each year's budget process. The funding
objectives for each reserve is set on the following criteria:

- self insurance reserves are established based on
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- operating contingency reserves are sized to assure
- capital replacement reserves are based on

- mobility project reserves are based on

- fixed guideway reserves are designed to

The unreserved and undesignated funds balance is the difference between the total funds available
and the amount of funds protected in the four reserve categories.

Investment of the balances in each of the reserve funds are limited to instruments which provide the
liquidity. necessary to_support the activities: provided for by the funds. For example, a minimum cash
equivalent of the projected cash flow for a month shall be maintained in over night investments or

immediately marketable securities.

Investment Income

The budget for investment income, compared to the actual interest income, for the past five years is
illustrated on Table 30. As these data show, the overall income from the investments has remained
in the $3 million dollar range over the period, with the'exception of 1988 when the year end reserves
were at their lowest point over the period.

Table 30
Investment Income
Actual Versus Budget
1987-91
Balance of Interest as

All Funds at % of Year-
Year __Budget Actual Year
1987 $651,137 $2 962,461 $32,283,081 9.2%
1988 1,360,000 2,160,243 22,550,414 9.6%
1989 3,012,682 2,962,905 28,999,630 10.2%
1990 2,162,074 2,864,750 41,214,873 . 6.9%
1991 2,458,583 3,231,089 38,774,920 8.3%
1992 3,591,022 41,838,219

Actual rates of return on each category of investments are reported to the Board quarterly. The raté
of return shown on the last column of the table is a "calculated™ average devised to estimate the
approximate yield of the investments, derived simply by comparing the interest income for the year to
the year-end funds balance as reported by Capital Metro's external auditors. (1992 numbers are from
Authority records.)

This is a shorthand means of determining the effectiveness of the investments, without establishing

the average daily balance of the funds.
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Average yield of invested funds for the past three years has never been less than 7%, and exceeded
8% in 14 ot the last 36 months. This compares very favorably with the market rates for the types of
short term instruments that the Authority is restricted to by law, many of which have fallen below 4%
over the past several quarters.

Conclusions
The Division is a collection of tangentially related aclivities that are usually assigned to other units in a
transit agency this size:
- EEOQ/AAP is usually assighed to the Executive Office or to the Human Resources Department
- grants coordination is often assigned either to planning or finance
- DBE is often assigned to the Executive Office or to Materials Management
- Govemment programs is often assigned to planning or communications

- Revenue and treasury are usually assigned to a department such as Fiscal Services.

With the exception of the fare box revenue tasks of the Division, all of the programs of the Division
have undergone substantial change over the past few years and have reached a point of maturity

where they are well established and routine administrative matters.

The question for the future is whether the functions that are currently assigned to the Division will
continue to need the special attention of a separate Division, or whether they should be reassigned

to other functions with which they are more normally associated.

Capital Metro's attention to and successes in its minority affairs activity is substantial, both because
of its underlying management and policy commitment to the objectives of these programs, and to the
specifics of the administration of these programs that have been developed by this Division along with
other managers in the agency.

The onset of ISTEA offers Capital Metro a substantial challenge to preserve its historic level of
participation in FTA funding, panticularly in view of the new roles of Texas DOT and the ATS. While
ISTEA may well mean increased levels of Federal transit funding, the process of competing for these
funds, and assuring good cash flow and expedited grant administration under Texas DOT, wilibe a

challenge.

The level of funds available for investment at Capital Metro - both restricted and unrestricted - is
substantially higher than found at most transit agencies this size. The investment and management
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of these funds at Capital Metro merit the special attention of professionals skilled in these activities. A
difference of a quarter of one per cent in investment returns equates to about $150,000 per year in
interest income. .

The rate of return on the invested funds at Capital Metro is well in excess of the experience of similar
systems - whether they are managed by agency personnel or professional money managers - and
easily meets the objectives of the Division to “beat the Market".

Becommendations
The General Manager and the Board should rethink the assignment of each of the activities of this
Division to determine whether the current structure is the best for the Authority, and whether it makes
the best use of the current Division personnel. The options that present themselves include:
- leaveit asis, or do one or more of the following:
integrate their activities more closely with the fine and staff operations responsible
- reassign EEQ/AAP and DBE to Human Resources and Materials Management
respectively
- reassign revenue and treasury functions to the CFO or Fiscal Services

- reassign the grants and government programs to Development.

Have the external auditors or internal auditor review the investments from time to time to assure that

they are in compliance with the limitations and specifications of the policies.

Capital Metro needs to assess the impact of ISTEA, and the administration of some FTA funds
through Texas DOT. to assure that whatever impact this may have on the timeiiness oi grant
submissions and approvals are accounted for in programming projects from the Transit Impro(/emem

Program.
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