





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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