


operating contingency reserves are sized to assure
 

capital replacement reserves are based on
 

mobility project reserves are based on
 

fixed guideway reserves are design~d 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 suppmttheaetivities plovided for by the funds. For example, a miflimum 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 End End Balance 
1987 $651,137 $7962,461 $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,n4,920 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 rate 

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 of the la$t 36 months. This compares very favorably_with the market rates for the types of 

short teFlll instruments that the Authority isr~stricted to by law, many of which have fallen below 4% 

over the past several quarters. 

Conclusions 

The Division is a collection of tangentially related activities that are usually assigned to other units in a 

transit agency this size: 

EEO/AAP is usuaUy assigned to the Executive Office or to the Human Resources Qepartment 

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 affair~ activity is substantial, both beca~se 

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, particularly 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, will be 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". 

Recommendations 

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: 

leave it as is, or do one or more of the following: 

integrate their activities more closely with the line and staff operations responsible 

reassign EEO/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 timeliness of grant 

submissions an~ approvals are accounted for in programming projects from the Transit Improvement 

Program. 
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