


- the formis signed by the employee and supervisor.

- employee training from the prior year is recorded and training needs are identified.
- the employee's cument position description is reviewed to ensure that it is up-to-date. I

modifications are made the employee and supervisor sign off on the job description.

The Annual Performance Plan is completed by the supervisor and employee. It is based on employee
responsibilities, special projects, activities and includes four to six specific performance objectives.

The Annual Performance Plan is the basis for next year's performance appraisal.

Each of the four to six objectives in the Annual Performance Plan is weighted to assign relative
importance. Actual performance is measured against the weighted objectives arriving at final total
weighted points, rahging between 0 and 4. The overall rating is translated into annual pay increases

using guidelines established eacn year by senior management.

Bargalning Unit Emplovees - ATU represented employees participate in a performance incentive
program which incorporates maintenance-wide, operations-wide and individual incentives.
Employees must have worked at least 75% of their scheduled work hours to qualify. The terms of the

program are included in the collective bargaining agreement.

Table 23
Pay for Performance Factors
For Bargalning Unit Employees

Malintenance Group

a. I average miles between road call is between 8700 - 9498, 1/2% of the employees’
straight time earnings for that period.

b.  If during the period the average miles between road call is 9500 or more the cash incentive
will equal 1% of straight time earnings.

a. I vehicular accident rate per 100,000 miles is between 3.1 and 2.9, 1/2% of straight time
earnings for that period.

b. I during.this period the vehicular accident rate per 100,000 miles is less than 2.89, 1% of
straight time earnings will be paid.

a. Employees who have worked every scheduled work day except for vacation time and four
or less abssnces, shall receive 1/2% of the employee's straight time eamings.

b. Employees who have worked every scheduled work day except for vacation time and two
or fewer absences, shall receive 1% of straight time pay.

Employees are eligible for cash incentives for the preceding 12 month period ending June 30,
based on achievement of the factors summarized on Table 23.

Human Resources 93



Conclusions

The basic management and operations of the Human Resources Department are well organized and
executed. The assignment of some human resources related activities to other departments at.
Capital Metro does not appear to have an adverse impact on the ability of the department to perform its

responsibilities effectively.

The Human Resources Department has initiated efficiencies in the benefits program and a reduction
in unemployment compensation costs as a result of increased efforts addressing specific goals and

objectives.

Human Resources Department efforts to maintain personnel services and Human Resource policies
and procedures are well received throughout the agency. Operations departments believe the

services they receive are well executed and provide quality results.

Human Resources' role in labor relations for StarTran is limited, and has been designed as a part of
the overall decentralization of the management of Iabo} relations for StarTran. Although the staft is
often called upon to participate in discussions of specific issues, the Manager no longer participates
in key StarTran meetings to discuss grievance/arbitration issues, and does not participate in the

Labor/Management Committee meetings.

The office arrangement of the Human Resources Department is not appropriate to a department that
has a need for confidentiality of employee information and for confidential and personal discussions

regarding employees and with employees.

Becommendations

There are no significant recommendations to change the scope or the nature of the work being done
by the Department. The Department should continue its efforts to improve the quality of its service
delivery, and to improve its support of management to assure the recruitment, retention, and
development of highly qualified personnel.

Now that StarTran is a year oid and the shake down period is over, department management and the
Capital Metro senior management should determine whether there are any additional services that the
Human Resources Department should provide in support of reducing absenteeism, reducing the
costs of workers' compensation, and the administration of labor reiations aind the collective bargaining

agreement.
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_isolated incident.

Staff Development efforts for a training program for lower level supervision should be completed, and

the training schedule should be redistributed to remind the supervisors that earlier effort was not an

The annual performance reviews of employees include an evaluation of their individual training needs.
These individual requirements should be evaluated collectively and used as a basis for developing

and annual training needs inventory.
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Risk Management Department

rganization an ttin
The Risk Management Department is headed by the Risk Manager, who answers to the Assistant
General Manager of Finance and Administration. The Risk Manager also acts as the Safety Director,
and personally handles insurance, contract review for non insurance sk transfer, self insurance fund

coordination, and supervises the claims activities of outside contractors.

Three safety personnel answer directly to the Risk Manager. The three positions currently staffed are

a Training Specialist,. a Training Associate, and a Vehicle Safety Specialist.

(1t shouid be noted that the Risk Manager resigned just as the audit was concluding, and interim

assignments have been made until a replacement is hired.)

The Training Specialist concentrates on driver training for new hires and driver retraining. He is
assisted by the Training Associate. The Vehicle Safety Specialist evaluates route safety, Commercial
Drivers License, compliance, monitors pre trip inspections, and does accident investigation. He will

do Division of Motor Vehicle checks when the proposed MVR policy is formally adopted.

The position of Industrial Safety Specialist is currently vacant. The job description is focused on safety

in the maintenance facility.

Department Misslon

The Risk Manager describes the department mission as "..the continual assessment of any decision
process or action contemplated or engaged in by CMTA management. Also planning for any negative
consequence by using whatever means possible to control the chance of financial loss".

The mission statement incorporates some of the parts of the traditional roll of a risk management
organization and embodies some of the steps in the risk management process.

Currently, the temporary Risk Manager supervises claims that are handied by outside parties. A
Claims Specialist's position has been authorized effective December 1, 1992. The position would
involve coordination and monitoring of all claims against CMTA that are being handied by outside
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parties. There are several third party administrators and insurers that are handling claims at the present

time.

This is an extremely important position. The individual must monitor hundreds of thousands of dotlars
worth of claims against the Authority. Reports to Capital Metro from outside ¢laims auditors indicate
that claims are generally being handled well by the outside contractors, however, there were some
deficiencies that could be costly to the Authority. Due to the compiexity of workers' compensation
and automobile liability claims, the individual chosen for this job should be well experienced and

highly motivated.

The department currently has a college intern that does various statistical compilations, reserve
adjustments and safety award program documentation. There is also a full time secretary to the

depariment.

The Risk Manager is also aided by the services of an outside consultant/insurance agent. This
individual places the Authority's insurance coverages for a fee rather than a commission. The services

rendered under this fee include risk management consulting services.

The Risk Management Process
The basic steps of the risk management process are:
- identitying and analyzing potential loss exposures
- selecting a technique or a combination of techniques to control each exposure
- impiementing the techniques chosen
- monitoring the decisions made and implementing changes where appropriate

A significant portion of the resources of a risk management department are generally spent on
selecting and implementing the techniques to deal with the loss exposures discovered in step 1.
These techniques are generally divided into five major areas. These are:

- risk avoidance

- nsk control

- honinsurance risk transfer

- insurance transter

- risk retention

Avoidance is rather simple to understand. if a service is being provided or a product is being planned
that is so hazardous that the liabilities associated with it outweigh the benefits to the organization or
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society, the service or product is not offered. If the product or service is now being offered, but for
any of a variety of reasons, it is now found to be too hazardous, avoidance means termination of the
activity.

Risk control may take several forms. The first and most important is what is calied loss control or safety.
A safety program is an example of risk control. Safety personnei perform functions such as building
inspections, accident investigations, employee training or job site inspections. The second risk
control technique is mitigation of losses after they have occurred through proper claims handling.
Expert claims handling has been shown to be very important in reducing the final cost of claims.
Effective use of claims handling resources can be a great benefit to any organization, especially a

public transit provider.

Non insurance nisk transfers involve a transfer of liability to another party. One way that this can be
done is by physically subcontracting out a particular operation or service. In this case the other party
assumes liability or most of the liability for that service. It is important to keep in mind, however, that

liability can never be completely transterred away from the original contracting organization.

Transterring the financial consequences of a loss exposure but not the actual loss exposure itself is
another way to transfer risk. Examples of this could be leases where the landlord transfers risk
exposures to the tenant by the lease contract. Another example could include purchase orders
where product liability exposure or the cost of injury to employees is transferred back to the
manufacturer of the product. Hold harmless 'and indemnification agreements are commonly used to

control risk in this technique.

Insurance is also a risk transter mechanism. The exposure is retained by the insured, however, the
financial consequences of the loss exposure are transferred to an insurer for a fixed price. Many
people think that a risk management departm‘ent is simply an insurance purchasing department. This
should not be the case, although insurance is an extremely important part of any risk management
program. It should be remembered too, that there are risk exposures that cannot be insured at a

reasonable cost.

Risk retention can be either voluntary or involuntary. In the first case, management has determined
that it will retain or self insure a certain amount of financial risk in lieu of purchasing insurance or using
other techniques to transfer that risk. Involuntary risk retention comes about when risk exposures are
not identified and plans are not made to deal with losses.
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An important component of risk retention is to develop a financing means to pay for the losses that will
occur. A technique commonly used is a self insurance fund. This involves setting up of a dedicated
fund that is used to pay losses within the self insured retention levels or to fund uninsurable or
uninsured exposures. It is important to remember that without a plan to pay for losses, self insured

exposures become uninsured ones.

Capltal Metro's
Unigue Regquirements

CMTA is a rather complex organization that uses several different contractors and a related corporation
to perform its mission. It is also involved in railroad operations and will possibly become more involved

in the future. These arrangements provide a more than ordinary challenge for insurance purposes.

For various legal reasons, much of the labor force is employed by a separate corporation, StarTran
Inc., that contracts with Capital Metro. All employee costs, including workers' compensation claims,
are passed directly to Capital Metro. StarTran is a successor corporation to two other corporations

which operated in a similar fashion.

Several contractors are also used to provide transit service sponsored or supported by Capital Metro.
DAVE Systems, a for profit corporation, uses 86 buses to operate the University of Texas shuttle on
behalf of CMTA. The University of Texas contracts with Capital Metro, which in turn contracts with

Dave's to operate this service. The buses are owned by Capital Metro.

Laidlaw Services provides a shuttie service from various park and ride lots owned by Capital Metro or
other parties. They operate approximately 25 buses. Twenty-two of these are owned by Capital
Metro and three are leased from Houston Metro by CMTA,

Another for profit corporation, Greater Austin Transportation Company (GATC), operates a Teleride
Demand Response and Fixed Route Van Service.

Capital Metro's Special Transit Services Department subsidizes various demand response services
trips on four cab companies:

- American Cab

- Austin Cab

- Yellow Checker Cab

- BRoy's Taxi.
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Lastly, Capital Area Rural Transit Services (CARTS), a non profit corporation, operates five of it's own

vans to run demand response service and two feeder routes in the northern area of Travis County.

The City of Austin currently-owns 162 miles of railroad corridor that was abandoned by Southern
Pacific. The plan is to turn the right of way and trackage over to CMTA. In an interlocal agreement with '.;

the City of Austin, CMTA has agreed to be responsible for the management and some maintenance

of the right of way.

A contract for rail freight service entered into on July 31, 1986 between the Austin Railroad Company
and the City of Austin and CMTA, allows the Austin and Northwestern Railroad, to operate on this

trackage. CMTA is listed as one of the owners in this contract.

Austin Steam Train Association, Inc. (ASTA), a private, non profit corporation, also utilizes a section
of the trackage for an excursion rail passenger service. This agreement was entered into on May 21,
1992.

The risk management issues in pertaining to outside contractors and railroad operations will be
discussed at greater length in this report as they do have significant impact upon the risk management

issues of CMTA program.

t Activiti
Safety activities at Capital Metro-are primarily conducted by the three safety specialists. Most of their
efforts are geared towards vehicle and operating safety. There is comparatively little emphasis by the
safety personnel on industrial safety, or on protection of the physical facility or control of poliution
liability exposures. In part, this is because the vehicle and facility maintenance staffs take some
responsibility for these problems. A recent effort has been undertaken to involve front line

supervision in the safety process as well.

The Training Specialist, supported by the Training Associate, handles the training and retraining of all
fixed route and STS drivers. They also do some safety training and orientatién of new maintenance
employees. Some of the training programs that have been conducted include operator refresher,
operator retraining, commercial drivers license training, wheelchair lift operation and training on new
bus models. The training specialist and associate also conduct periodic satety meetings under the
direction of the Risk Manager. -
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When DAVE Systems was awarded the contract for the University of Texas Shuttle Bus Service, this
unit provided training for about 200 operators within a two month period.

The vehicular safety specialist is in charge of the vehicle safety program. This involves reviewing route
safety issues, monitoring pre-trip inspections, and accident investigation. This individual participates
in the accident review board and can recommend discipline of drivers. He also keeps statistics on
accidents and does accident investigation. In some cases, this person may go to the accident scene

to do an on-site inspection.

The vehicular safety specialist also gets involved in claims investigation activity, since the claims

specialist position was open during the audit review.

Safety personnel are alsc gathering and coordinating information with the outside parties handling
claims. This activity reduces the time available for preventive activities that should be conducted by

the safety staff.

Constraints noted by risk management staff which limit their effectiveness for reducing worker's
compensation costs include:
- historical absence of policies placing accountability for safety with supervisors.
- . performance of claims related activities, diverting the safety specialists from active safety
prevention work.
- limited education and professional development training in areas specific to loss control and

other safety related disciplines.

There are opportunities for improvement of the safety function. Some of these are planned for
enactment in the near future. These opportunities include:
- limiting the involvement of safety personnel in the claims process. This will free up time that
can be better spent on preventive activities.
- safety personnel should be cross trained in all areas of satety so that they can fill in when
positions are vacant, individuals are on vacation, and so they can take action if they see or

hear of a violation of a safety rule or practice.

Safety meetings are conducted every other month with fixed route and STS operators. Attendance at
one of five separate safety meetings held during the safety meeting week is mandatory for all
operators. The operators are paid for the one hour meeting and the roll is taken by the Risk Manager.
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The Risk Manager designs the agenda that includes some non-safety procedural information in the
safety meetings. At one of the safety meetings that was observed, in excess of 50 percent of the
time was spent on non-safety issues. Management uses these meetings to expand on their overall
program to communicate with employees. The issue of safety is extremely important, and to mix

safety with routine operations and procedural issues reduces the apparent focus and importance of

safety.
Llabllity Ciaims

When CMTA was formed, it started out with a "clean slate”. In other words, no outstanding claims
were transferred from the prior operator's program. Capital Metro's liability claims, for the most part,
have been handled by outside parties since its inception. CMTA was self insured for a number of

years and used Adjljstco to handle its claims.

Effective January 1, 1992, CMTA became a member of the Texas Municipal League
Intergovernmental Risk Pool and executed a Liability/Property Interiocal Agreement with the League
to provide coverage for its general liability and auto liability claims. There is no deductible on this
policy. Claims that have been incurred since January 1, 1992, are handled by the Texas Municipal

League's third party administrator.

CMTA has an outside party review the reserves on the open claims each year. In 1991, the firm
reviewed 155 open liability claims. Twenty of these 155 needed some increase in reserves. The
consultant also stated that improvement was needed in the general claims handling practices. A
recently delivered November, 1992 report, reiterated the need to improve the claims handling

practices.

Liability claims activity has increased substantially since 1988, as shown on Exhibit 22. The number of
claims has more than doubled since that time, while the actual amount incurred for liability claims over
that period has only increased approximately 56 percent. Due 1o the uncertain nature of liability
claims, this incurred amount could fluctuate substantially before all claims are settled.

This is a cause for concern and indicates that an aggressive safety and claims handiing program is
imperative to safeguard the assets of CMTA. The recently hired temporary claims coordinator can
have a positive impact upon total dollar amount of incurred-claims through better monitoring of outside
claims adjusters. ' -
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1992

#Claims Amount

Total #
Claims Open Paid
141 0 $290,359
164 2 297,099
328 7 309,140
268 12 393,091
45 33 Unk

Exhibit 22
Capital Metro Performance Audit

Liability Loss History 1988-92

Open Total % Change
Reserves |Incurred # of Claims
$0  $290,359
53,496 350,595 16.31%
203,703 512,843 100.00%
59,421 452,512 -12.20%
$41,800 NA

Note: Calculations do not include the 1992 yearend.

\

3 year
% Charge % Change
Incurred # of Claims
20.75%
46.268%
-11.76% 104.26%
NA

3 year
% Change
Incurred
Claims



! nsati im
Over its history, CMTA has self-insured its workers' compensation risk while protecting against
catastrophic losses by purchasing reinsurance. Currently, all workers' compensation claims are
handled by the third party administrator for the Texas Municipal Leaguel. Effective January 1, 1992,
Capital Metro and StarTran joined the Texas Municipal League Workers' Compensation Joint

Insurance Fund.

Both entities are named on an excess liability insurance program certificate that protects against
losses of over $350,000 per occurrence. A loss fund is deposited with the League that is used to pay
claims up to $350,000 per occurrence on behalf of CMTA by the League’s third party administrator.

Prior to joining the League, CMTA was a member of the Texas Political Subdivisions Workers'
Compensation Joint Insurance Fund. Claims were handied at that time by Texas Employers Casualty.

Claims from prior years are now handled by an independent claims adjusting firm.

Texas workers' compensation law has changed recently. Under the “old act”, there was much more
attorney involvement on the part of claimants and claims were frequently litigated. The workers'

compensation situation in Texas was extremely costly.

The "New Act” took effect January 1, 1991. The intent of this act was to reduce attorney
involvement, speed the resolution of claims, and lower workers' compensation cost for employers. It
is still too early to tell if the act will be successful in accomplishing all of its goals. Workers'

compensation costs in Texas, in general, are still significantly above the rest of the nation.

The trend in workers' compensation claims for CMTA are illustrated on Exhibit 23. Over the past four

years, there has been a significant increase in the number of ciaims and in the total incurred losses.

Workers' compensation claims handling at CMTA has been complicated by the number of outside
parties that are handling claims. Although improvement has been made in the worker's compensation

act, many of the cost reduction or control techniques that are in a number of other state workers' .

compensation acts have not been incorporated in that act.

The claims coordinator shouid be extremely import_ant in helping control these costs. The large
increase in the number of workers’ compensation claims can only be controlled, however, through
aggressive safety and loss prevention programs in addition to strict management controls.
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Year

1968

1909 -

1990

1991

1992

Exhibit 23

Capital Metro Performance Audit

Loss History

Workers' Compenstion

Total # #Clalms Amount Open Total % Change
Clalims Oopen Paid Reserves Incurred # of Claims
1586 8 $754,047 $70,283 $824,330
161 4 510,479 15,303 525,782 3.87%
203 23 815,738 166,266 982,002 26.09%
2m 57 956,075 317,559 1,273,634 35.96%
Unk Unk 520,982 327,959 857,941

Note: Calculations do not include the 1992 yearend.

N/A

Three Year Three Year
% Change % Change % Change
Incurred # of Claims Incurred Claims
-36.22% '
86.77%
29.70% 78.06% 54.51% '
N/A



There are a number of disincentives in the collective bargaining agreement to getting people back to
work once they have been injured. It has been statistically shown that the sooner an employee can be
brought -back to productive work, even if it is light duty, the-lower the ultimate claims cost will be.
Once an employee has been out of work for a long period of time, psychological chgnges occur that
make it very difficult to-bring the employee back to productive employment. *

The following disincentives were noted in the collective bargaining agreement.

Article 25a - This article states that the employee can use accumulated sick time to make up the pay
difference between the amount of workers' compensation and his or her earnings. It has been shown
by many organizations that the payment of only the state mandated benefits reduces the amount of

lost time experienced by employees.

Article 25b states that an empioyee's job will be kept open up to 28 months after an on the job injury.
This is also a disincentive, especially in light of the way the employment pattern of a public transit
organization is structured. Protecting a job for up to this long minimizes the incentive for the

employee to return to work.

Articie 371 states that the employee may accept light duty work assignments. The employee should
not be given the opponunity to accept or reject light duty assignment. |f the doctor releases the
individual to return to work, every effort should be made to provide that person with a light duty

position and the person should have to accept it.

A review of workers' compensation claims was done in June, 1991, by Goodwin Wallace, Inc. The
firm reviewed 128 open workers' compensation claims handled by the third party administrator of the
Texas Political Subdivisions Fund. Of these 128 claims 16 had recommended reserve increases.
None of these were major. The claim auditing firm was generally complimentary of the workers'

compensation claims handling.

Insurance Purchasing

In general, the insurance program is fairly well organized and provides reasonable coverage against
most foreseeable losses that could occur at CMTA. The Risk Manager appears to rely heavily on the
outside services of its agent/consultant.

As a political subdivision or governmental unit; CMTA enjoys protection under various code
provisions, more commonly called the Tort Claims Act, for bodily injury and property damage to other

Risk Management

104



persons. The maximum liability for StarTran under state law is $500,000 per person and $1 million per
occurrence. The maximum for Capital Metro is $100,000 and $300,000. The protection of this act
influences the purchase of insurance_ for liability protection by, since organizations must be fully
insured to qualify to obtain the protections.

However, there is a possibility that the act could be overturned in the courts. Nationally, there is a
rapid erosion of sovereign immunity and tort liability acts. Also claims made under federal law may not
be subject to the act. Also, certain torts - such as assault, battery, false imprisonment or any other

intentional torts - are not subject to the protections of the act.

Property Insurance - CMTA purchases an excess property insurance program to protect it's facilities

against most types of physical loss such as fire, earthquake, flood, tornadoes, windstorm;

vandalism, etc. There is a deductible of $50,000 on buildings and contents and $250,000, for buses

while they are not on the road. There is no coverage for vehicles while they are on the road.

The current limit on extra expense coverage is $100,000. These are expenses that would be
incurred should a major loss occur at CMTA. These include rental and substitute facilities and

equipment, overtime of employees, and additional services needed to continue to operate.

The property insurance policy is has a 1992 Best's Key Rating of A XIV. This is a strong financial
rating. The premium on the policy is competitive with the marketplace. The insurance marketplace in a
very soft cycle, which means that premiums are at a very low level. The soft cycle will likely come to an
end as a result of the tremendous losses the insurance industry has had from Hurricanes Andrew and

Iniki as well as Los Angeles riots and Chicago flood.

The Authority-also purchases a Boiler & Machinery policy that protects it against property losses
resulting from accidents that occur within farge pieces of heating or air conditioning equipment,
electrical transformers, electrical equipment, emergency generators and compressors. Most of the
pieces of equipment that transmit energy are covered. Examples of losses covered would include

boiler explosions, air conditioning compressor burn outs or emergency generator overspeed.
A comprehensive crime package, with a limit of $1 million, protects CMTA against losses from
employee dishonesty, forgery, theft, robbery, and computer fraud. StarTran and the retirement

plans are included as named insureds.

In the property area, the only other major policy is a specialized computer policy.
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Liability Insurance - CMTA purchases a number of ditferent liability insurance policies. A Directors
-and Officers Liability policy is purchased for StarTran. This has a limit of $5 million. The insurer will
defend the Directors and Officers against claims relating to errors or omissions that may be alleged in

the performance of their duties.

A Trustees Errors and Omissions policy is also purchased for the Board of Directors of CMTA. This
also has a $5 million limit with a $25,000 deductible. This is similar to the above D&Q policy for
StarTran. There are a several unfavorable exclusions in the coverage including exclusions for failure

to buy insurance and liable, slander and defamation

The Employee Retirement Income Security Act defines fiduciary liability of administrators and trustees
of pension plans and welfare plans. To protect against these exposures, a fiduciary liability policy has

been purchased with limits of $2 million to protect the trustees and administrators.

Automobile and general liability coverages are currently purchased from the Texas Municipal League.
A policy limit of $500,000 per person and $1 million per occurrence are the limits available on this
policy. The actual policies could not be located for review or comment.

The Authority purchased Environmental and Impairment liability coverage to protect itself against
pollution claims arising from the operation of underground petroleum storage tanks. The 1992 Best's
Key Rating Guide does not rate the company that writes this policy because it has only been in

business since 1989.

The Authority purchases excess workers' compensation from the Texas Municipal League to protect it
against losses in excess of $350,000 per occurrence. The cost for this policy is approximately
$133,000 per year plus claims handling expenses.

Overall, the insurance program of CMTA is reasonably structured and generally cost competitive.

if In n n
The major uninsured areas br coverages with large retentions in CMTA's program are:
- workers' compensation .
- auto and general liability prior to January 1, 1992
- retentions on policies such as Property, Directors & Officers, Trustees Errors & Omissions,

and Crime
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- claims in excess of the amount purchased for auto and general liability should the tort claim
act be overturned or its protections modified.
The Authority contracts with an independent actuarial consulting firm to estimate its unpaid liabilities.
An actuarnial review was done in November of 1991 for both the workers' compensation and liability

program. Another actuanal report is due shortly.

As of December 31, 1991, the Authority had set aside a reserve of $3.5 million for self insurance.
This amount appears to be adequate to tund the liabilities open for workers' compensation and
liability. Upon receipt of the newest actuarial review, these amounts should be reviewed by

management to make sure that they are adequate.

Since-CMTA has joined the Texas Municipal for automobile ard general liability insurance, the

outstanding reserves should go down over time for the years that the Authority was self insured.

The major unknown is the potential effect of the new workers' compensation law on total workers'
compensation cost. Workers' compensation claims are increasing at a very rapid rate, even under the
new law. It should be expected that workers’ compensation open claims reserve will grow and that this
number will become larger as the program matures. Annual actuarial reviews and claims reserve

analysis are recommended for the future.

Non Insurance Risk Transfer

An organization the size of CMTA purchases a large amount of goods and services from contractors
and vendors. Liabilities are created each time a contract is signed and another party provides services
to CMTA or comes on the Authority's premises. Traditionally, a major roll of isk management is to
monitor contracts that are executed with other parties for risk management issues, as well as to

maintain a certificate of insurance suspense program.

Typically, each contract executed with outside parties by most organizations has a hold harmless
indemnification agreement to protect the purchasing party. In addition, certificates of insurance are
requested from the seller or contractor. The certificates of insurance normally name the purchasing
entity as an additional insured. The purpose of these certificates of insurance is to guarantee that
there are financial resources 0 back up the hold harmless and indemnification provisions in the

contract.
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Typically, a noninsurance risk transfer and certificate of insurance maintenahce program includes the
following elements.

- minimum requirements for insurance for different types of contracts

-- requirements that the certificate hoider be named as additional insured on all liability policies

- that the insurer be licensed the state in which the services are to be provided

- minimum financial ratings of the issuing insurance company

- evidence of workers' compensation coverage

- minimum written notice of cancellation provisions to the certificate holder

- special requirements that must be added to the insurance to protect the cenificate holder.

Most of the elements of this type of program are in place. At CMTA, the purchasing department
handles a significani amount of contractual risk transfer through its purchasing of goods and services
fram outside contractors. Most of the elements of this program are in place. The program appears
relatively sophisticated, especially regarding insurance requirements. Interchange of information with

nsk management may need improvement.

Purchasing agents are required to check certificates of insurance upon renewal of contracts,
however, there is no formalized suspense system where cenificates are requested when the

insurance expires on a different date from the contract.

The relatively large numbers of outside contractors who provide service on behalf of Capital Metro
require very close scrutiny by the risk management department. A review of the DAVE System
contract, for example, revealed that the limits of liability provided by DAVE System were not in

compliance with the contract.

Several of these outside contractors are operating CMTA vehicles on CMTA's behalf. There is liability
that transters back to the Authority it proper insurance is not purchased by the contractor. This
situation should be carefully monitored by the risk management department.

itr ion
Serious potential loss exposures are generated by railroad operations. One of the goais of CMTA is to
complete the transfer of ownership of the railroad right of way in 1993. Currently, CMTA has
substantial amount of involvement in the operation of the right of way as resuit of maintenance and
upkeep of the right of way. The contracts with the Austin Railroad Company, Inc. and the Steam Train
Association, Inc. specify minimum limits of liability insurance that are required to protect the City of
Austin and CMTA.
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Fisaald

Traditionally, it appears that the risk management department has had very little involvement or input
into the monitoring of these insurance certificates. |

The general liability policy from the Texas Municipal League was not available for review. It could not
be determined if the League is aware of CMTA's involvement in the railroad operation and if the

Authority is covered for these operations.

Also, consideration needs to be given to the property exposures of the railroad once CMTA takes
over these facilities. Undoubtedly, there is a substantial investment in infrastructure including
bridges, track, switches and communication equipment. The property exposures on this trackage
should be evaluated and insurance purchased where necessary to protect CMTA once it takes over

ownership.

Conclusions

The Department of Risk Management is adequately run and generally follows most accepted
guidelines for an organization of the size of CMTA. There is room for improvement in many areas of
the operation of the department. Some of these needs have aiready been anticipated by
management, and plans are in place to address them. Examples are the planned hiring of a claims

coordinator and an industrial safety specialist.

According to the actuanal reports, it appears that the self insurance fund is adequate to deal with the
exposures of CMTA under its current insurance structure. CMTA's use of an outside claims auditing
firm to conduct an annual claims reserve analysis as well as performing an annual actuarial review is

important and should be continued.
The insurance program is in generally good condition and provides broad coverage to CMTA.

Oftfice automation of the risk management department is improving, but has a way to go. Basic office
systems such as filing need improvement, and the organization and utilization of risk related data are

not adequate.

Risk transfer procedures are generally good regarding insurance requirements, hold harmless
agreements, and the punk:hasing process. There are opportunities for improvement in virtually all

areas and these are included in the recommendations.
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Becommendations

General ]

~ A Policy and Procedure manual to guide the Risk Management Department in it's day to day operation
should be developed. There is a safety manual that embodies a portion of the department's function,
but not an overall document covering areas such as claims administration, insurance purchasing, self

insurance administration and cettificate of insurance management.

General office filing systems should be improved. Office automation efforts should continue, with a
focus on developing routine assessments of all exposures and their causes.

Disincentives to control workers’' compensation costs that are present in the collective bargaining

agreement should be removad at the eariiest possible date.

Safety

All safety staff members should be cross trained between jobs. Jobs should be aligned to be
relatively broad in scope and cover all areas of safety and loss prevention. This includes vehicle
safety, worker injury safety as well as property protection issues.

Safety manuais should be reviewed and updated. Much of the information has not been reviewed or
updated in recent years.

There is a draft policy regarding the checking of Division of Motor Vehicle records. This policy, or one
similar to it, should be adopted and motor vehicle records checked on a periodic basis. This is a basic
safety and loss prevention tool that should be enacted promptly.

Once the Claims Coordinator position is filled, safety personnel should be removed from the claim
handling process.

Claims

The Clairﬁs Coordinator position should be filled as soon as practically possible. This is a very
important position, so care should be exercised to make sure that the individual chosen is well
qualified by education and years of relevant experience. in dealing with workers' compensation and
automobile liability claims.

Risk Management
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The Claims Coordinator should investigate every aggressive claims cost control technique allowed
under both the new and old workers' compensation acts, and implement strategies where
appropriate. For example, is the Return to Work Program being aggressively pursued? Are light duty

jobs being provided where ever possible? Is after accident counseling being done?

insuran
Quotations for higher limits of Extra Expense coverage should be solicited and evaluated.
Suggested minimum coverage is $1,000,000. More accurate estimates of exposure would require a

detailed study of potential costs under specific circumstances.

Availability of Trustees Errors and Omissions coverage from the League should be investigated.

Coverage may be less expensive and/or remove exclusions that are undesirable.

Non Insurance Risk Transfer
A certificate of insurance suspense system should be set up to request certificates before they

expire.

Specific guidelines for purchasing personnel should be developed to assist in evaluating cenrtificates
of insurance. The use of the Best's Key Rating Guide would be helpful to determine if the suppliers

insurer is licensed and financially sound.

Wording in the insurance provisions of the standard contract should be changed to "an insurance
company acceptable to CMTA". Also the words "licensed in Texas" for liability coverages should be
changed to "permitted to write coverage" or something similar. Excess and Surplus lines insurers can
write coverage, but the insured will not be protected by State Guaranty Funds. Therefore the first

statement becomes important to protect CMTA.

R:sk Management

111



Fiscal Services

' The Fiscal Services Department is managed by the Director of Fiscal Services, who ;eports to the
Assistant General Manager for Finance and Administration. The Department has a total of 17
employees, and consists of the following internal units:

- budget

- accounting and payroll

- administrative services.

The accounting and payroll activities are organized under two supervisors. One handles StarTran
accounting, grants accounting, and fixed asset accounting, and the other handles accounts
payable, payroll, and accounts receivable. The budget is managed by a Budget Coordinator, and

the administrative services activities are handied by two tull time and one half-time staff members.

The Director ot Fiscal Services was promoted to the position in 1391, after progressing through a
series of other positions in the MIS department at Capital Metro. She was a major participant in the

installation of the present MIS system.

The budget for the Department has changed over the years as its activities and staffing have evolved.
The recent history of the Department's staffing and budget is summarized on Table 24.

Table 24
Budget and Staffing of
Fiscal Services

Year Budget Staffing

1987 $5,114,925 23
1988 1,522,884 1
1989 3,714,393 14
1990 4,152,374 15
1991 4,363,647 16
1992 4,789,395 16

The major responsibilities of the Department include:
- general ledger
- payroll
- accounts payable and receivable
- monthly financial statements
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- annual financial reports, including the financial elements of the annual Section 15 reports
- all state and federal tax and unemployment requirements

- office support services

- operating and capital budgeting

- supporting the special financial and reporting requirements of StarTran, such as the

separate annual tax return and the annual audit of StarTran.

There are a number of fiscal and financial activities of Capital Metro which are not a part of Fiscal
Services, but are assigned to the Assistant General Manager, Government Programs and Revenue.
These include:
- the treasury function
- funds investhent
.- - preparing the complete Section 15 report

- revenue collection.

The 1992 objectives of the Department are:

- to develop and implement a more sophisticated method of accounting for capital
expenditures and monitoring the capital budget

- to develop and implement a records management system

- to improve efficiency in all areas of Fiscal Services

- to improve the accuracy of the financial statements, perform more in-depth analysis of
financial statements, and work with departments to understand the statements

- toimprove grant and fixed asset accounting, and develop better procedures for tracking

the acquisition and disposition of assets.

The Department also cited an objective of increasing thé accuracy of their work, and improving the
timeliness of the reports produced by the department.

A ing and Finan
This central accounting activity is the basic and primary job of the Fiscal Services Department. .The
intenal workings of this activity are subject to the annual audit of Capital Metro's external auditors,

and was not reviewed in detail in this audit.

The external audits and the accompanying management letters for 1990 and 1991 covering 1989,
1990, and 1991, were reviewed as a part of this performance audit to determine whether the
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financial audits raised any matenal concerns, and whether the recommendations in the management
letters had been implemented.

- The management letters for each year noted several "matters that are opportunities for strengthening
internal controls and operating efficiency”, and management's timetable for implementing these

recommendations.

A summary of these recommendations, management's timetable for implementation, and the current

status of management's remedy, is provided on Exhibit 24.

It is interesting to note that of the eight recommendations, three deal with issues that are the

responsibility of maﬁagers of departments other than Fiscal Services.

The primary focus for this peformance audit in looking at accounting and finance was to determine
whether the services provided to other departments was effective from the point of view of the other
managers of Capital Metro. The interviews with other managers, and reviews of the performance of
other departments, included discussions of issues such as whether there were material problems in

payroll administration and whether accounts payable dealt effectively with vendors.

These discussions did not raise any significant problems in the support of the Department from the
point of view of the other department managers.

One issue noted in discussions with the Fiscal Services staff was the concern over the number of
payroll and accounts payable checks that payroll must create manually rather than through the
automated system. The need for manually produced checks usually arises when a manager in
another department causes an exception or when a mistake is made in the department for which the

payment is to be made.

One of the 1992 objectives of the department was to reduce the extent of this-problem. The
frequency of the need for manual checks for maintenance activities has been reduced by working with
the maintenance management and supervisors, but the incidence of manual checks in the

transportation departments persists.

Budget
The Budget Coordinator is responsible to the Director of Fiscal Services for the coordination of
Capital Metro's annual operating budget, and the preparation of mid-year budget amendments. The
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lssue
1990 Management Letter

Maintain fixed asset accounts on a current basis

Bill and collect SP rents in a timely fashion

Resolve outstanding travel advances

Update certain data in personnel files

1991 Management Letter

Expand fixed asset accounting process

Inventory bullding supplies, expense when used

Review and revise investment policy annually

Exhibit 24
Capltal Metro Performance Audit

Status of External Auditor's Recommendations

Action Plan

Inventory assets and update ledger

Improve internal billing procedures
Collect delinquent accounts

Receive expense accounts and reconcile

Add clerk, update and maintain files

Conduct inventory, list assets, reconcile
annually

Implement recommendations

Revise policy in 1992

to alert Board to changes in allowable investments

Change accounting procedures for payroll-related  Make recommended changes

withholdings

Action Date

6/30/91

5/31/91

9/17/90

"Ongoing”

12/30/92
4/30/92

9/30/92

4/30/92

Current
Statug :

Reconciliation In progress

Done

Done

In compliance

Being done, inventory done

Done

Revised

Done



Coordinator also performs special financial analyses, and short and long term financial projections,
as well as the monthly, quarterly, and annual gainsharing reports. Budget compliance is done
primarily- by the AGM for Finance and Administration and the Director of Fiscal Services.

The budget process at Capital Metro has evolved over the past several years, and the published
format of each budget and the internal documentation of the budget have changed significantly with
each year. Part of the reason for these changes was to reflect changes in the current interests and
orientation of the Board of Directors. Another major factor in these changes has been the significant

variations in the projects and services of Capital Metro over the last five years.

Frequent changes during the year in the programs and priorities of Capital Metro have resulted in
major changes in.éctual versus budgeted expenses and revenues. As illustrated on Exhibit 25,
actual expenses and revenues have varied by more than 10% of the budget in over a third of the
budgeted categories in the five years from 1987 to 1991, but the extent of these variations tend to

decline over the period.

By 1992, the month to month variation between actual and budgeted total expenses was one to two

percent for most of the monthly year o date periods, as shown on Exhibit 26.

The process of preparing the annual capital and operating budget has evolved into a six month long
process, including these major steps:
- meeting with the Board to establish reserve levels
- meeting with the CAC and MISAC to obtain their input to the priorities and budget
- developing board policies and priorities, usually in a board retreat with senior staff
- preparing service assumptions by departments
- preparing and distributing of worksheets
- preparing preliminary departmental budgets, according to the prevailing policies and
formats prescribed by management
- consolidating and evaluating the departmental requests
- reviewing the budget requests by Board committees and CAC and MISAC budget
subcommittees |
- holding public review and hearings on the budget
- final revisions and adoption by the Board. .
The formal schedule for the process for putting the 1993 budget together began in June of 1992, and
extended through December, 1992.
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Expense Category

Salaries and Wages
Fringe Benefits
Services

Materlals & Supplies
Utilitles

Insurance

Taxes

Purchased Transit
Misceliansous Expense
Leases & Rentals

Total Operating Budget

Exhibit 25
Capital Metro Performance udit

Budget Versus Actual Expenses By Category

-20.5%
6.7%
-40.4%
-35.5%
-8.3%
-33.1%

1.8%
-37.5%

-21.3%

1987-91

1988

-2.9%
10.4%
-18.4%
-21.5%
5.5%
2.1%

47.8%
41.7%

-1.8%

1.4%
2.6%
0.1%
0.7%

-14.8%

19.6%
0.9%
0.6%

-92.5%

-1.5%
1.6%
-13.1%
-0.3%
6.1%
-25.5%
3.5%
-9.2%
-20.0%
-4.8%

-3.8%

0.5%
11.4%
-15.8%
-7.8%"

2.1%
27.2%
10.4%
-9.0%
10.8%
71%

-0.9%



Month
January
February

March

May

June

July
Auéust
September
October

November

Process
Date

19-Feb
13-Mar
13-Apr
12-May
12-Jun
13-Jul
12-Aug
168-Sep
12-Oct
12-Nov

17-Dec

Exhibit 26

Capital Metro Performance Audit

Monthly Operating Expenses versus Budget

January- November, 1992

Month Year to date

Actual Budgeted Percent Actual- Budgeted Percent
Expenses Expenses Variation Expenses Expenses Variation
$3,860,621 $3,886,155 -0.66% $3,860,621 $3,886,155 -0.66%
3,502,157 3,680,583 ~4.85% 7,362,778 7,566,738 -2.70%
3,768,381 3,891,238 3.21% 11,129,159 11,457 976 -2.87%
3,800,047 3,807,452 0.20% 14,928,206 15,265,468 -2.20%
3,708,248 3,763,207 -1.46% 18,637,454 19,028,675 -2.06%
3,501,064 3,746,052 -6.54% 22,138,518 22,774,727 -2.79%
3,960,152 4,033,861 -1.83% 26,098,670 26,383,198 -1.08%
4,045,386 4,065,146 -0.49% 30,144,056 30,448,344 -1.00%
4,139,873 4,287,108 -3.43% 34,283,929 34,735,452 -1.30%
4,042,791 4,220,647 4.21% 38,326,720 38,956,099 -1.62%
3,945,239 3,983,125 0.95% 42,271,959 42,939,224 -1.55%




Mid year revisions are made in the expense and revenue budgets each year, to reflect actual versus

budget results for the first haif of the year, and to include any changes in plans and programs that

may be adopted by the Board during the year. -

The internal process used to prepare, document, monitor, and revise the budget consists of a

combination of manual and computernzed activities that have been designed and developed by

Capital Metro management.

Many of the basic processes are automated, which facilitates the respective work of both the finance

staff and the individual managers.

The published 1992 budget contains a general statement of priorities for the year, in the following

categories:

service planning and implementation
passenger information and amenities
employee programs

minority focus

fixed guideway

environmental focus.

The budget contained a description of the projects included in the budget that address each of these

priorities. For example, the projects that are listed under service planning and implementation for
1992 include:

improving on-time performance

improving customer relations and reducing complaints
expanding the STS voucher program by 25%

purchasing a new reservation and scheduling system for STS
buying 24 new STS sedans

making minimal changes in fixed route services

making limited expansions in suburban services such as Teleride and vanpools
increasing ‘Dillo services to the Convention Center
developing a new five year service plan

analyzing the UT service, jointly with the University
conducting a market baseline study.
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The operating budget text explains the changes from the current year budget and estimated actual
expenses and revenues. The capital budget lists the projects and the anticipated cash requirements
for the budget year. The “future year" costs of multi-year projects are also. shown, as are the.
anticipated grant funds that will be applied to the project expenses for the year.

The budget concludes with a small set of calculated performance measures for the current year and

the budget year, shown on Table 25.

Table 25
1992 "Operating Statistics™
Per Annual Budget
1991

K Projected 1992
"Statistic” Actual Budget Variance
System wide cost per passenger $1.61 $1.66 3.7%
UT Shuttle cost per passengers 0.45 0.60 31.6%
Cost per passenger without UT shuttle 2.15 2.1 2%
System wide cost per vehicle hour 44.90 49.38 10%
Cost per vehicle hour without UT shuttle 47.88 - 51.38 7.3%
Cost per vehicle mile of directly operated serviced 3.49 3.47 -0.7%
Recovery ratio 15.45% 15.06% -2.6%

The budget concludes with a recap of the number of passengers carried, the operating expenses,
and the vehicle hours operated for each year from 1986 through 1992. A "peer comparison” of three
performance measures with four other transit systems is also provided. Of the four systems in the
peer group, one has a light rail service in place, and one has a major troiley bus operation. Both of

these modes have substantially different underlying cost structures from that of Capital Metro.

The published 1991 budget does not include:
- abalance sheet showing the full current financial condition of the Authority
- the amount of principal that will be the basis for the interest income

- the beginning and ending cash position

a summary of expenses by department
- aset of operating performance targets for the year.

Admini lv rvi
The Fiscal Services Department provides a number of basic office services to the Authority through
its Administrative Services staff. Among the activities thét this unit'provides are:

- acquisition and maintenance of office furniture, office equipment, and audio-visual

equipment
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- internal mail delivery

- records management and storage.

One of the objectives of the division for 1992 was fo develop a records management system for
Capital Metro. This project is underway but has not yet been completed.

Conclusions

The financial reporting system has evolved under the direction of the Assistant General Manager and
staff into a sound and timely management tool for tracking costs and focusing remedial management
actions. Itis now five years old, and has reached a point where its shortcomings are becoming more

noticeable and less tractable.

The fiscal services department's suppc:t of the opeiating divisions appears to be well regarded by the

department managers.

The division of responsibilities for financial activities between Fiscal Services and the AGM for
Revenues and Government Programs is unusual, and unnecessarily divides the financial tasks

between two units of Capital Metro.

The process for developing the budgets at Capital Metro has developed into a well structured - if
somewhat elongated - process, with appropriate levels of participation by the public, the

management and staff, and the Board.

The internal budget development process is sound, and makes good use of the current levels of

office automation at Capital Metro.

The final published budget documents are surprisingly poor reflections of the underlying soundness of
the overall budget process and the internal documentation and tracking process.

The published document provides only the minimal level of information for determining the nature and
extent of the activities of Capital Metro for the coming year, and for determining whether Capital

Metro is meeting those commitments.

The lack of departmental budgets in the published documents tends to reduce the sense of ownership
of the budget by individual managers, and of the accountability of individual managers for compliance

with the budget.
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The department has not met its target of establishing a records management system within 1992.
" Lack of adequate storage and office space was one of the few complaints of other managers at
Capital Metro.

mmendations

Capital Metro should improve the quality of the public budget document to present the overall
program more comprehensively, and to reflect more accurately the very high quality of the underlying
process and content of the budget.

This assignment of the financial responsibilities to the AGM for Revenues and Government Programs
needs to be reassessed in the near future, as the Director of Fiscal Services grows into the job and is
able to take on greater responsibilities. Management should approach the potential transfer of these
functions incrementally, and deal with each function individually.

The department should conclude the development of the records management system as soon as
practical, in part as a means of alleviating the increasing problem of storage and office space.
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Management Information Systems Department

The Management Information Systems Department is headed by the Manager of MIS, who reports to
the Assistant General Manager of Finance and Administration. The Department has a staff of seven,
who coliectively support the management information systems of Capital Metro. The staff consists of:

- the Manager or MIS

- asystems analyst

- two applications programmers

- aVAX suppo'rt specialist

.- ~aPC support specialist

- an administrative secretary.

The department has experienced a high degree of staff turnover in the past 18 months, as the
Department Manager was promoted to Director of Fiscal Services, and other positions have

remained vacant for periods of time.

The department's general goal for 1992 is to "do more, with no staff increase, more efficiently.” The
objectives of the support specialists for 1992 is to establish a "help” desk, to record and analyze help

requests, and to create a "paperl_ess" help system.

The department's 1992 objectives for staff development are to:
- develop a VAX fraining program
- enhance the PC training program
- cross-train MIS staff to reduce specialization
- continue training of MIS staff on computer industry developments.

Capital Metro MIS

The overall management information system hardware inventory at Capital Metro is a combination of

minicomputers and microcomputers.

The central source of computing power consists of two Digital Equipment Corporation "VAX"
minicomputers. In addition, there are a number of desk top micro computers, two portable lap top
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computers, and a small Macintosh network in the graphics section of the Communications

Deparntment.

A Micro VAX Il supports a small DECnet network and an ORACLE database that contains ridership

data. Itis dedicated primarily to planning department requirements.

A larger VAX 6000/410 supports up to 64 concurrent users, the financial, personnel, vehicle
maintenance, and matenrals management systems, and is the file server tor the authority-wide PC

network.

The major management and record keeping applications are maintained and operated on the VAX
6000, including:
. personnel records

- discipline records

- finance and accounting data

- inventory

- time keeping

- vehicle maintenance.

Both of the DEC computers share disks, tape, and printing resources. PC network users have
access to storage space on the larger VAX, as well as its printer queues. The VAX system is also
accessible by MODEM from outside Capital Metro.

All VAX and PC users can communicate with one another through electronic mail, and most file

sharing tasks can be accomplished on the network.

Individual users have either a terminal at their work place or a PC, both of which have terminal
emulation capabilities. The data in the VAX can be accessed through either mode. PC users have
the additional capability of having a variety of applications on their computers, which allows
manipulation of data that can be drawn from the VAX based appiications.

The ability to access the VAX data base results in not needing to have large hard drives on the PC's,
which. results in being able to acquire smaller capacity PC's at a low cost.

The department has developed an inventory of DEC, intemally developed, and third party
applications for the VAX.
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The department staff is de-emphasizing the use of terminals in favor of PC's, which have greater

flexibility for comparable costs. - - » » S

The MIS department also provides some support to DAVE Systems and Laidlaw Transit, two of
Capital Metro's contract operators. These contractors have access to the E-mail system and the

vehicle maintenance system, only.

Capital Metro's basic applications for most network users are E-Mail, the Lotus 1,2,3, spreadsheet
program and MultiMate for word processing. There are also about two dozen other specialized

applications in use by PC users and others in the system.

Capital Metro is now aporoaching its fifth year on the financial MIS. The system is generally
satisfactory and functional, but it suffers from "market obsolescence”, and is approaching “functional
obsolescence”. The system is inflexible, and maintenance and up keep of the system is costly and

time consuming.

There have been some circumstances in which the financial system has “crashed" and lost some
data. There also are some circumstances in which the staft of two user depariments - such as

materials management and accounts payable - cannot use the system simultaneously.

The MIS staff plans to improve the interaction of accounts payable, purchasing, and inventory

control in the near future, and the overall plan is to replace the system in the next year or two.

M rin mmitte

The MIS department staff is the clearinghouse for all computer hardware and software acquisitions.
Individual departments prepare and submit their requests as a part of the annual budget process,
and they are reviewed by MIS and by the MIS Steering Committee, which consists of the MIS
Manager and the Senior Staft.

MIS hardware and software acquisitions and development projects are reviewed and rejected or
approved by the Steering Committee, and are then included in the operating and capital budgets that
are submitted to the Board for review and approval.

Projects which survive the budget process are then programmed for acquisition by MIS. The MIS

budget also includes small amounts for tactical purchases of software or peripherals.
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The committee is considering an extensive list of improvements in the hardware and software
_ resources for acquisition in 1993, including 21 new PC's and six replacements for existing PC's for
ditterent managers and departments.

The 1992 MIS Plan

Capital Metro has a 1992 MIS Plan that has been developed by the Department staft and endorsed
by the Steering Committee. The plan consists of 23 projects, including a mix of improvements in the
underlying Capital Metro MIS resources as well as improvements in the individual systems and

applications for individual functions.

A summary of the Dépanment's project status for 1992 is provided on Exhibit 27. As the data on the
axhibit suggest, the implementation of the projects in the plan has pregressed reasonably on plan.
At mid-September, nine of the projects had been completed, two had been canceled as

unnecessary, and all but one of the remaining projects were underway.

The philosophy and objective of the MIS department is to provide the systems and support that the
user depantments want. The MIS role is to prioritize needs, assure compatibility and consistency,
and support acquisition and implementation within funding limits and reasonableness standards.

One problem that all MIS managers and users both face constantly is the rapid development of new
hardware and software, the rapid increase in their power and capabilities, and the fast changing
price structure of computefs and applications. The objective of the Department is to prevent

“functional” obsolescence, an to minimize concern about "market” obsolescence.

This philosophy is well suited to the relatively slow procurement processes of the public sector, is
good protection against unnecessary and premature acquisitions, and also resulis in taking
advantage of better prices for slightly less current hardware and software.

User Relations

Interviews and discussions with other department managers and personnel did not reveal any major
problems relating to MIS. The MIS staff is developing an improved working relationships with the
users of the system, but has not yet achieved the Ievgl of support and cooperation with the users of
the system that both the department seeks to achieve and the users need.
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Project

Pathworks implementation

STS Scheduling and reservation system
Formal procurement tracking

B&G Inventory system

B&G work order tracking

Vehicle maintenance reporting

Fix fleet reporting

Automate MLS pension fund
Microcomputer hardware |FB
Purchase Notebook and MODEM
Purchase HD for Planning
Purchase 32MB memory for VAX
Purchase Disk and Cabinet for VAX

Purchase/upgrade Microcomputer HW/SW
Update Hardware/Software Maintenance Ks

Timeroll modifications

PARIS modifications

Purchase GIS and Workstation
Develop real estate tracking system
Upgrade employes tracking system

Develop project lifecycle programming standards

Enhance user training

L N st e g ARAAMIMILE L v e [P,

Exhiblt 27
Capital Metro Performance Audit
MIS Plan for 1992

Scheduled
Completion Status
1993 On-going
1993
1993
Oct. 92 Complete
Sep. 92
Dec. 92
Oct. 92
Cancelled
Completed
Completed
Cancelled
Completed
Completed
Dec. 92 Ongoing
Completed
Completed
Completed
Completed
1993
Completed
Dec. 92 Completed
On going

2

Commenis
User tre~ing underway, to continue as PC's are added

Consultant selected
Rescheduled for 1993

Data entry being done
Ongoing with maintenance
Working on programs to manipulate data

not needed with pathworks

Approach being revised to use LOTUS

Classes began in August under intern.



There are some signs of the need for training on the various applications that are available on the
PC's and the Maclintosh computers, and some evidence of the need for increased training of new

users and users who are new to the personal computers.

The MIS department staff places a high priority on trying to meet the needs of the user departments in
its programs, staffing, and philosophy. The department staff is in the process of creating an
electronic "help” capability, and in establishing "super users” among the agency staff as a means of

providing more training and assistance at the local user level.

One of the most difficult problems for MIS departments in general is to identify the training needs of
local users. This i_s particularly true for local PC users whose use of the computers is largely for
analyses and projeéts that are internal to their own functions. The current process for identifying
training needs at Capital Metro is a combination of start up training, redauests from individuals,

employee surveys, and assessments of the requests for help.

Virtually all of the objectives of the department for 1993 are designed to enhance the suppont of
system users throughout the agency. The department's objectives include:

- gaina fullér perspective on client-server applications an d network processing

- develop an aggressive approach to user support

- maintain better communication with users after a work order is initiated

- be more aggressive in supplying hardware and software to enhance productivity and

creativity ) )
- increase training on the VAX and PC's to raise the level of sophistication of the users
- develop an improved image of the MIS department within Capital Metro.

Conclusions

The overall MIS configuration at Capital Metro is sound and flexible, with reasonable access and
utilization. Networking and virtually total applications compatibility have resulted in a highly adaptable
and usable system. The philosophy and approach of the Department is a reasonable balance
between a commitment to serving the users and a determination to manage the resources effectively.

Capital Metro has achieved a relatively high level of office and data systems automation for a transit
system of its size, and the level of computer literacy is expanding among the system's users.
Computer utilization is becoming a basic standard among managers and support staff at Capital

Metro.
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The discredited view that a computer is a luxury, rather than an essential management tool, is all
but extinct at Capital Metro.

Managers indicated a generaliy-high level of satisfaction with the support of the MIS department, with
some exceptions that bear more on the process for procuring hardware and software than on the

cooperation and support of the MIS staff per se.

The last “freestanding” system at Capital Metro - the STS system - was recently connected to the

internal network

The MIS manager is relatively new to his job, and his working relationships with other managers are

still evolving.

Some minor inconveniences in some aspects of the current applications were voiced by other
managers, and the staff is updating some of the basic applications to deal with these concerns.

There were frequent occasions encountered in which secretaries and other users of the printing

queue had to wait for some time to get access to a printer.

The short term and continuing challenge for the MIS users and the MIS department staff will be to
continue to close the gap between the capabilities of the systems in place, and the ability and the

inclination to make the best use of those capabilities.

The MIS Plan reflects a reasonable balance between assuring that improvements in the hardware
and software are internally consistent and well planned, while providing for tactical changes to take

advantage of fast moving developments in the MIS field.

There are some minor deficiencies in the format and content of the Plan itself which make the Plan
more difficult for the casual reviewer to interpret it. Not enough attention is paid to the purpose of the
improvements and the extent to which they meet the expressed needs of the end user of the
improvements, and the comments do not provide a precise estimate of whether the project will be
completed on the scheduled date, whether the project is on budget, and whether the client or user of
the project is satistied with the progress to date for ongoing projects, or with the final results.
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Becommendations
The MIS Plan updates should include a preamble that lays out in clear and explicit terms the sound

but unstated overall philosophy and strategy of the department.

Capital Metro should continue to reinforce the commitment to increasing user support programs, and
to make this commitment manifest through broader involvement of user groups in the tactical and

strategic decisions relating to improvements in the system.

The department staff should work regularly with the “super users" of the systems as a group to keep
in closer touch with the changing needs of the users, and the level of utilization of the capabilities of

the system by end users.

The staff should provide occasional “open enrollment” refresher and remedial training for users of the

major PC applications who are at different levels of achievement.

Management shoulid increase the diversity of the membership of the MIS steering committee , and
include perhaps a total of seven members to include two “Senior Staff* members, two department

managers, to staff level users, and the MIS manager.

The MIS manager's reports to the MIS steering committee should be expanded to include the original
completion date, the original budget, the projected completion data and costs, the department

manager, and the project manager.

A new training needs study should be conducted which focuses on the training needed to increase

incrementally the utilization of the existing capabilities of the systems now in place.

Capital Metro should increase the flexibility of the acquisitions process to allow fof late entry of small
procurements for system upgrades and Beta testing, and continuous consideration of emerging
technologies and evolving improvements in applications and programs, particularly for PC users.
The ability to respond effectively to rapid price reductions would be particularly consistent with the
basic. philosophy of the department to follow rather than lead improvements in hardware and

software.
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Materials Management

QOrganization and Staffing
The Materials Management Department of Capital Metro is managed by the Director of Materials
Management, who reports to the Assistant General Manager for Finance and Administration. The
department staff consists of:

- the Director

- aprocurement supervisor

- three buyers

- one material, repair, and ordering buyer who supports the maintenance departments

-~ < two administrative secretaries w10 support ali of the activities of the department

- apar-time intern.

Each of the four buyers is responsible for procurements of a specific kind, and one is on loan to

handle light rail related activities.

Misslon and Objectives

The title "materials management” does not fully describe the activities for which the department staff
is responsible. A significant number of procurements that are managed by the department staft are
for items other than “matenals, such as professional services, construction, and the acquisition of

tools, equipment, and vehicles.

Table 26
Trends in Purchases.
of Good and Services, 1987-91

Purchased
Year Services Fuel&Lube Tires OtherM&s Transit
1987 $1,876,728 $1,325,392 $169,763 $1,564,975 $2,232,842
1988 2,726,825 1,275,750 310,701 1,475,530 3,654,122
1989 2,256,652 1,469,924 248,689 1,645,752 5,953,009
1990 2,050,255 1,901,913 237,808 1,711,080 6,868,357
1991 2,535,777 1,932,833 278,409 2,064,635 7,292,034
% Change 35.1% 45.8% 64.0% 31.9% 226.6%
Ave % Change 8.8% 11.5% 16.0% 8.0% 56.6%

The overall value of the goods and services that Capital Metro has procured over the past five years
is illustrated on Table 26. In addition to these procurements, there are a number of other

transactions that are part of other programs, such as the insurance policies and utilities, the costs of
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which are accounted for elsewhere. In addition to these transactions, the department is involved in
property disposition and a number of "non-procurement” activities.
The mission and objectives of the department are nested in the overall mission and objectives of the
Finance and Administration Division, and are stated in broad terms. The mission of the department
is to "conduct procurement processes and administer contracts that are:

- timely

- cost effective

- legally sufficient.

The department's 1992 objectives were:
- todevelop é procurement planning process
~ - to provide procurement training for staff, organization-wide
- to furnish better data to project managers to encourage improved procurement planning.

The Director of Materials Management has the authority to question requisitions, suggested sources,
stated delivery times, and specifications “if they are so restrictive as to preclude advantageous

procurements”.

Vehicle Maintenance Stores _
The maintenance stores staff was transterred to the maintenance department as a part of the
reorganization associated with the creation of StarTran in January of 1992. Prior to that time, it was

under the control of the Materials Management staff.

The last physical inventory conducted prior to the transfer or responsibilities was conducted in
December, 1991. This one-day inventory was conducted by a team of 20 counters and 2 data entry
clerks. A totalof 4,082 items were counted, with a total value of over $600,000. The results showed
a variation from book in the form of a credit of less than one half of one percent.

Procurement Volume '

The number of transactions that a materials management department is responsible for is a key
determinant of the level of effort required in a procurement program. The number of transactions that
are required to provide the fuel, tires, and purchased transportation is very small - perhaps two or
three a year - while the \;alue of each of these transactions is very large. The largest number of
transactions that occur are within the services and "other M&S" accounts, where the value of each

transaction is relatively low.
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The number of transactions that are required to carry out the program tends to be a greater indicator
of the overall work load of the department than the dollar value. A summary of the recent
transactions levels is provided on Table 27.

Table 27
Procurement Transactions Summary

IFB's/ Purchase Records
Year RFP's Orders Requests Protests
1989 72 4,280 10 2
1990 78 5,925 28 6
1991 90 6,524 32 5
1992 92 6,850 1 2

At the time of the review, the department had 43 active contract procurements or contract
amendments in process, and anticipated another 25 procurements during the rest of the year. The
average procurement generates three amendments during its term. In addition, there were 96 open
and active contracts for goods and services for 24 different project managers within Capital Metro,
each of which requires some degree of support from the Materials Management staff, as well as 48
active requisitions for a wide range of products and services for 31 different agency project managers

One test of the openness and fairness of the procurement process is the record of protests by
unsuccessful competitors. As shown on Table 27, the rate of protests at Capital Metro is less than
5%.

Ihe Procurement Process

The procurement process at Capital Metro is based on a hierarchy of delegations of authority from the
Board of Directors to the General Manager and to the Director of Materials Management, and in
some specific cases to other project managers or buyers within Capital Metro.

Each level of authorized decision makers has retained some specitic level of authority to itself, and
has delegated other specific authorizations that are generally based on some threshold value of
transactions. These thresholds are based either in statute, board policy, or management practice.
The delegations are accompanied by specific terms and conditions under which they must be carried
out.

The basic purpose of these delegations is to create a balance between financial and procedural
control on the one hand, and efficiency and flexibility on the other.
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The delegations of authority for procurement of goods and services at Capital Metro is regulated by
policies that were established in 1986, and by a set of rules and regulations that have evolved-under-
various management practices, Federal and state procurement statutes and regulations, and the

terms and conditions of the various grant contracts.

The Current Procurement Process

The current process for carrying out a specific procurement involves an extensive series of reviews
and transactions at the staft and board level. The various steps in the process are designed to
provide a number of cross checks during the process. The "normal” time line for a procurement from
conception to initi_a;ion is at least six months, and can be as long as eighteen months - even if

everything goes well.

This process is in addition to the process for securing and carrying out a purchase order under any of

the omnibus contracts that are issued under this process.

This process can be planned for and managed reasonably well for recurring procurements for
consumables and materials and supplies that are continuously in the pipeline, but it contributes to the
time involved in making one time or procurements for non-recurring requirements. The time
consuming aspects of the current process is more of a problem for procurements for special projects,

capital items, and occasional professional and technical services.

Once a procurement is approved as part of the budget, the process generally follows one of several
basic routes:
- contracts for consumables are formally advertised and competitively bid periodically,
depending on the volume of use and term of current contracts
- procurements of goods for under $25,000 can be conducted by staff without further
Board action '
. - procurements of professional service contracts over $10,000 must be formally advertised and
competitively bid
- procurements of services for amounts under $10,000 can be approved by staff without
further Board action.

The Board actions that are currently required are a function of the 1986 Board policy, and are not

required by law or regulation.
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Purchase orders or releases to acquire materials and services under current active supply
agreements and contracts can be authorized by various levels of management, depending on the
value of the transaction:

- items of a value less than $750 can be approved by the procurement supervisor

- items of less than $10,000 can be approved by the Materials Management Director

- ltems of less than $25,000 can be approved by the General Manager.

Many consumables and matenals and supplies requirements are set up on blanket competitive supply
procurements which are established on a continuing basis without interruption of supplies. These
procurements can be planned and carried out in a manner that, while time consuming, does not

create delays or gaps in the availability of goods.

Purchase QOrders & Requisitions

Purchase orders are issued by Materials Management in response to requisitions from individua! staff
members or project managers. Requisitions can be made on paper, or on the computerized system.
The purchase order forms are set up to provide a consistent record of the quantity and price of goods

and services ordered, received, on back order, and paid for.

The purchase order forms are in six pans:
- the onginal copy, which is signed by vendor as acknowledgment of the order, and returned
to Capital Metro
- awhite copy, which is kept by the vendor
- apink copy, which is kept in materials management
- ablue copy, which is kept by the department requesting the transaction
- anorange copy, whichis used as a receiving report

- ayellow copy, foraccounts payable.

Purchase requisitions are two part forms that are used to requisition all goods or services. The forms
provide for a graduated number of appfova!s for the requisition, depending on the dollar value and

the source of funding, and the nature of the procurement.

For requisitions under $750, only the department manager's approval is required. {f the item being
requisitioned has a dollar value in excess of $750, approvals must be gained:

- trom the cognizant assistant general manager -

- from government relations, if the procurement is grant funded

- from fiscal services, if the procurement is grant funded

Materials Management 131



- from the Minority Aftairs Coordinator, for determination of the DBE goal for the procurement
- fromthe General Manager, for professional or personal services in excess of $2,000.
Purchase orders are issued for completed requisitions after the appropriate approvals are granted.

Small Dollar Purchases
Small dollar purchases are regulated by the "small purchase bidding procedures®. Small dollar
purchases are defined as purchases for goods and services from commercial sources when the

aggregate amount involved in any one transaction does not exceed $10,000.

Only one bid is required for purchases of goods or services valued under $750, if the price is deemed
fair and reasonable. Two bids are required for purchases valued between $750 and $9,999. in the
latter case, one of the two bids must be from a disadvantaged business enterprise. In both cases,
project managers and buyers are encouraged to seek quotes from a vendor other than the previous

supplier before piacing an order.

The procurement procedures for such small purchases note that, for purchases under $750, "the
emphasis in this area will be to better address DBE participation”, and for purchases between $750
and $10,000, one of the two solicitations must be a DBE. (A more extensive assessment of the DBE

program is contained in the review of the Government Programs and Revenues Division.)

Pending Policy Revisions

The department is currently in the process of developing a revised set of policies and procedures for
procurement, with the purpose of streamlining the process while retaining its integrity and financial

controls.

The bases of the staff recommendations are:
- to comply with existing legislative requirements
- to procure items more efficiently
- to ensure fair and equitable treatment for firms that want to do business with Capital Metro
- to provide and acquisition and disposal system that has quality and integrity and promotes
maximum participation by DBE's.

The proposed revisions in the acquisition and disposal policy provides that "all acquisition and
disposal transactions regardiess of whether by sealed bid or by negotiation shall be conducted in

accordance with the following primary objectives”™:
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all procurements shall be conducted in a manner that ensures maximum open and free
competition.

the process shall ensure fair and equitable treatment for all-who seek to conduct business
with Capital Metro

the acquisition and disposal procedures shall provide for maximum participation by
disadvantaged business enterprises

the procedures shall be developed to instill public confidence in the acquisition process and
provide for public access to all procurement information to the extent provided by law

the procedures shall provide for safeguards to ensure a system of quality and integrity.

Under the proposed revisions, the Board would delegate to the General Manager or his designee the

authority and responsibility to:

approve and execute all purchase requisitions

advertise and issue solicitation documents without Board approval if the material or service
required is included in the Board approved budget

approve and execute purchase orders and contract instruments awarded under Capital
Metro's small dollar purchase procedures

approve and execute formally advertised procurements and contracts (except for
personal/professional services) which do not exceed $75,000 (or in the case of contracts
based on a rate per year less than $75,000 per year) provided the lowest responsive and
responsible bid is within the dollar amount budgeted; ' o
approve and execute personai and professional service contracts which do not exceed
$50,000 (or in the case of contracts based on a rate per year less than $50,000 per year)
provided the most qualified offeror's proposal is within the approved budgeted amount
approve and execute contract amendments and change orders as may from time to time be
necessary which cannot exceed the following dollar thresholds for either individual or

cumulative changes

Cumulative Approval Authority
$0 - $ 75,000 $25,000
$ 75,001 - $225,000 $45,000
$225,001 - $500,000 $100,000
$500,001 - $999,999 $200,000
Greater than $1,000,000 15% of Contract Amount or

$250,000 whichever is less
approve and execute contracts or amendments in cases of emergency, provided that the
General Manager shall request ratification of each action under this emergency provision at
the next meeting of the Board of Directors _
approve and execute contracts or amendments in cases of urgency, which shall mean cases

where postponement of action until the next scheduled Board meeting will result in
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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%
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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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