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We have audited the balance sheet of Capital Metropolitan Transportation
Authority as of December 31, 1988, and the related statements of revenue,
expenses and changes in retained earnings and cash flows for the year then ended.
These financial statements are the responsibility of the Authority's management.
Our responsibility is to express an opinion on these financial statements based
on our adit. The financial statements as of December 31, 1987 and for the year

then ended were examined by other auditors whose report dated March 11, 1988,_..

expressed an unqualified opinion on those statements.

We conducted our audit in accordance with generally accepted auditiu; standards |

and with generally accepted government auditing standards in accordance with OMB
Circular A-128. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An andit
also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial state-
ment presentation. We believe that our audit provides a reasonable basis for our

opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Capital Metropolitan Transportation
Authority at December 31, 1988 and the results of its operations and its cash
flows for the year then ended in conformity with generally accepted accounting
principles. As described in Note 12 to the financial statements, the Authority,
in accordance with the Financial Accounting Standards Board, Statement No. 95,
presented a Statement of Cash Flows for the year ended December 31, 1988. -

i, i ifr fndson *-“”‘8
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CAPITAL METROPOLITAN TRANSFORTATION AUTHORITY
' ANDERSON & LONG

MormsongSprouse BALANCE SHEETS

DECEMBER 31, 1988 AND 1987

ASSETS

CURRENT ASSETS
Cash, including unrestricted investments
of $4,097,242 and $16,213,189 (Note 2)
Receivables
Federal/state grants receivable (Note 6)
Custamers
Sales tax '
Current portion of note receivable (Note 8)
Inventory of parts and fuel
Prepaid expenses and other current assets

Total Current Assets
RESTRICTED ASSETS (Notes 5 and 10)
PROPERTY AND EQUIPMENT (Note 13)

Land and improvements
Buildings and improvements

Revenue vehicles
Non-revenue vehicles

Equipment

Passenger parking and stations

‘Leasehold improvements .

Less accumulated depreciation and amortization

Construction in progress

Net Property and Equipment

NOTE RECEIVABLE, less current portion (Note 8)
RIGHT OF WAY (Note 6)

OTHER ASSETS (Note 8)

TOTAL ASSETS

1988 1987
3,643,238  §$ 16,605, 141
2,239, 301 1,240, 211

337,528 320,790
8,763, 845 8,047, 728
477,003 421,919
1,028, 990 944, 687
533,510 379, 746
17,023,415 - 27,960,222
26,006,543 3,647,672
6,336, 924 5,796, 786
903, 831 903, 831
24,722,425 25,168,025
375,057 234,697
4,052,762 3,898, 248
679,230 473,919

270, 692 270, 692

r [ 14 14
(8,815, 958) (5,658, 621)

—28,524,%3 31,087,577
13, 466, 020 7,322,768
41,990,983 38,410, 345
10,851,910 11,328,913

8,567, 350 8,551,064

427,784 529,532

$104,867,985  § 90,427,748




cmkmrx.mm'nas il :

Current installments- of oerti.ficates of
participation (Note 4) -

Current installments of obligation under .
capital lease (Note 8) ..

Accounts payable T
City of Austin (Note 7) Ce A s
Trade .

Payroll, payroll taxes and withholdmgs .

Accrued vacation and sick leave

Other current liabilities : -

Total Current Liabilities . '

DEFERRED GAIN (Note 8)
PAYABIE FROM RESTRICTED ASSETS

Due to employees — retirement élm (Note 10)

OBLIGATION UNDER CAPITAL LEASE, less current
installments (Note 8)

CERTIFICATES OF PARTICIPATION, less current
installments (Note 4)
Total Liabilities

FUND EQUITY
- Contributed capital (Note 6)
Retained earnings
.Reserved for retirement of certificates
of participation (Note 4) '
Reserved for self-insurance
Reserved debt service coverage
Reserved for operating contingency
Reserved for capital equipment replacement
Reserved for future public transportation
mobility project \
Unreserved/undesignated
Total Retained Earnings

Total Fund Equity

COMMITMENTS AND OONTINGENCIES
(Notes 3, 7, 8, 9 and 10)

TOTAL LIABILITIES AND FUND EQUITY

§ 3,265,000

s 3,505 000
477,003 421,919
o 0= 924,928
" 4,692,868 - 1,898,075
542,317 " 485, 101
-790, 160 . 698, 103
526,424 970, 021
: 10,533,772 8,663,147
1,129, 466 1,228,901
1,106,998 746,709 -
10,851,910 11,328,913
6,595,000 10, 100, 000
27,265,425 23,241,997
2,835, 000 2, 835, 000
. 2,000,000 -0-
8,000,“)0 -0-
3,000, 000 -0
4,000, 000 0=
5,000, 000 -©-
22,550,414 32,283,081
[ 4 [ 4 - [ 4 [ 4
74,650, 839 58,360,078 -
$104,867,985 $ 90,427,748

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
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NOTE 2: CASAN)INVE’.MBH‘S (Continued)"_ i
Capital Hatro s cash at Decanber 31, 1988 and 1987 is shown below:

S 1988 1987

Concentration account | o s - $ .110,692 $ 489,541
Operating account = .~ ¥ o (531,673) (99,369)

Payroll account .~ (66,732) (1,179)
~Imprest funds-msurance cla.uns ) ' - 30,800 C L -0
Change funds e e 359 659 -

Total Cash ... - .- (454,008) ~ 391,952 -
Total Unrestricted Investments - - _ 4,097,242 16,213,189 -

TOTAL CASH AND UNRESTRICTED INVESTMENTS = § 3,643,238  $16,605,141 -

NOTE 3: CONTRACT WITH AMERICAN TRANSIT CORFORATION

During the years ended December 31, 1988 and 1987, Capital Metro con-
tracted with American Transit Corporation (ATC) for operating personnel.
ATC is reimbursed monthly for payroll and fringe benefit costs associ-
ated with those personnel. The reimbursement to ATC was as follows:

1988 1987
Transportation expenses $ 9,241,351 $11,625,000
Maintenance expenses 4,655,039 3,960,000
General and administrative expenses 970,053 876,000

$14,866,443 $16,461,000

NOTE 4: CERTIFICATES OF PARTICIPATION

On December 23, 1985, Capital Metro issued a series of Certificates of .
Participation (the Certificates) in connection with the lease-purchase :
of 100 buses and related equipment. The Certificates are secured by the
buses and related equipment, bear interest at 5.75% to 7.5% and are due

as follows:
PRINCIPAL INTEREST _TomnL
1989 $ 3,505,000 § 686,387 § 4,191,387
1990 " 6,595, 000 425,438 7,020, 438

$10,100,000  $1,111,825  $11,211,825

-10-



" 1988

OPERATING REVEMUES = .~~~ -~

§$ 3,271,985

1987 o

$ 2,990,474

457,560 -

Passenger S _
. Total 0perating Revenues 1,481.ﬁ§ 2291,
OPERATING EXPENSES (Note 3) e
Labor . 14,490,956 16,372,909
Fringe benefits 7 -~ 4,951,808 3,133,536
Services N V2,726,825 3,248,995
Materials and supplies 3,061,981 3,060,131
Dtilities e © 345,139 380,679
Casualty and liability . . 909,246 1,975,876
‘Taxes ~ . 355,955 359,273 .
Purchased transportation 3,654,122 2,232,842
Leases and rentals 766, 656 909, 798 -
Miscellaneous 604,951
Depreciation and amortization expense 3,525,135 3,418,028
. Total Operating Expenses 35,392,773 _E'Wf'ﬂ‘f
Operating Loss (30,910,935) _(32,257,639)
NON-OPERATING REVENUES (EXPENSES)
Sales tax revenue (Note 12) 40,316,633 38,637,860
Grant revenue - federal/state govermment 296,948 48,701
Other income )
Interest incame, net of interest expense 976,863 217,931
Other incame ' 271,790 71,012
Total Non-Operating Revenues (Expenses) 41,862,234 38,975, 504
Net Incame -- 10,951,299 6,717,865
ADD depreciation on fixed assets acquired by grants,
entitlements and shared revenues externally
restricted for capital acquisitions and : ' :
construction that reduces contributed capital 1,316,034 _ 1,152,000
Increase in Retained Earnings B 12,267,333 7,869,865 .
RETAINED EARNINGS, Beginning 35,118, 081 27,248,216

RETAINED EARNINGS, Ending

$ 47,385,414

'$ 35,118,081 ..

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS

-3-
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s 6,717,865

| 3,418, oza
3 —13’133‘553

- (113,470)
12,674,155
376,680

Depreciation and amortization - . -
. Working Capital Provided by 0perat:lons
Deferred gain (amortization):
.Contributions from federal/state govemnent grants

Increase due to employees _
Transfer to current portion of note receivable - 421,919
Proceeds fram sale of property and equipnent 145,720 -

TOTAL SOURCES OF WORKING mprm. $23,641,097

USES OF WORKING CAPITAL . ' .
Additions to property and eqm.pment '_ e L L . 11,320,08_0 o

Transfer to current installments, and o SR
repayments of certificates of part1c1pat1on S 3,265,000
Transfer to current installments of ' .
obligation under capital lease : 421,919 .
Transfer to (from) restricted assets , ‘320,967
Purchase of right of way : 5,805,059 -
Increase (decrease) in other assets » (103, 923)
Increse in working capital 2,611,995
TOTAL USES OF WORKING CAPITAL ' $23,641,097

CHANGES IN COMPONENTS OF WORKING CAPITAL
Increase (decrease) in current assets . : C
Cash and investments : 4,295,381

Receivables 1,180,027
Inventory of parts and fuel : : - 80,398
Prepaid expenses and other current assets (864,012)
) . - . LT . - e A e e —— - ! ! -
Increase (decrease) in current liabilities
Current installments of certificates of I
participation 205,000
Current installments of obligation under capital lease . . 48,723 -
Accounts payable » ' 1,124,484
Payroll, payroll taxes and withholdings (89,737)
Accrued vacation and sick leave S . 66,955 ..
Other current liabilities oL e 724 374%
- TOTAL INCREASE IN WORKING CAPITAL SR 8 2,611,995 _.-;,i ,

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS

-
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Report.i.ng mtity =

Capital Metropolitan 'kansporta on .Mthori.ty (Chpital Hetro) 1s a
corporate body and political subdivision of the State of Texas., Capital
Metro was established in a referendum on- January. 19, 1985 to provide -
mass transportation service to the greater Austin metropolitan area.,

Cap1ta1 Hetro oaunenced operation on July 1, 1985.‘ _

LA e

This report includes the financi.al statemaxts of Capital Metro. The
criteria for including activities of Capital Metro in preparing its
financial statements is in conformity with the Governmental Accounting
Standards Board. Control by or dependence on Capital Metro was deter- ~
mined on the basis of budget adoption, taxing authority, authority to =~ -~
establish rates, obligation to fund any deficits that may occur, funding y
and selection of governing authority, funding and other evidence of %
financial independence and ability to exercise oversight responsi- :
bility.

Capital Metro operates under the direction of a board of directors, in
one business segment, public transportation services. There are no
other entities which exercise any oversight responsibility over Capital S
Metro. ,

Basis of Accounting

Capital Metro records its financial transactions and prepares its finan- -
cial statements on the accrual basis, whereby revenues and expenses are
recognized in the period earned or incurred (similar to an enterprise
fund). The measurement focus is ypon capital maintenance and upon
determination of net income, financial pos1tion and changes in financi.al_
position, S g

Inventory of Parts and Fuel T T

Parts and fuel inventory are stated at the lover of cost (weighted
average method) or market. . . _ &




NOTE 1:

tions as incurred.

Property and equipnent are recorded al: cost ani depreciated over their |
useful lives using the straight—line method as follows

. e .. Useful Lives
Buildings I , - 40 years

Revenue equipment . o ; S ' 3-12 years

Other equipment R o 3-10 years -

Office furniture and fx.xtures ' 3-10 years

Property and eguipment held under capital leases are stated at the lower
of the present value of minimum lease payments at the beginning of the
lease temm or fair value at the inception of the lease. Amortization on
these assets is calculated on the straight-line method over the shorter
of the lease term or the estimated useful life of the assets. _

Depreciation on and retirement of the portion of the cost of assets
attributable to federal and state capital grants and to assets contri-
buted to Capital Metro by the City of Austin are annually transferred to
the respective contributed capital balance fram undesignated retained
earnings.

Expenditures for renewals and betterments which increase property lives
are capitalized and maintenancé and repair costs are charged to opera-

Revenue Recognition o
Operating Revenue - Passenger fares and charter revenues are recorded as “

revenue when the ticket is redeemed, regardless of when the ticket is
sold. B

Sales Tax Revenue - Sales tax revenue is accrued on a monthly basie;'"'
Actual collections of such revenues frcm the State of Texas normally
take 60-90 days. . e




NOTE 1:

NOTE 2:

ums m rmm:m. smmmus (ccntinmd)
. oacnmm 31, 1988 o 1987 :

SLMMARY oF SIGNIFICANI' aooomrma !OLICIES (Omtinued)
Capital Improvenent Grants

Capital Metro funds its capital zimprovenents with sales tax mnies,
federal grants from the Urban Mass Transportation Administration (UMTR)

‘and state matching funds.: . When funds for capital improvements are

received from ﬁederal/state grants, contributed capital is credited with
swrl amounts. ER »

Compensated Absences . | B O

Substantially all- euployees receive cunpensation for vxations,
holidays, illness and certain other qualifying sbsences. The number of
days compensated for the various categories of absence is based
generally on length of service. Vacation which has been earned and
vested but not paid, has been accrued in the accompanying fmancialj'
statements. L

Operating Assistance Grants

Capital Metro receives certain other technical assistance and training
grants. Such operating assistance grants are credited to income when -
earned. . -

Statement of Cash Flows

.Capital Metro considers all investments to be cash equivalents for use

in the statement of cash flows.

CASH AM) INVESIMM ‘_
Capital Metro is authorized to invest in various *approved securities

as outlined in Vernon's Revised Civil Statues of the State of Texas. -

These securities include, among other things, repurchase agreements and

certificates of deposit provided they are secured by collateral pledged
directly to Capital Metro. Investments are held in safekeeping in the U

name of Capital Metro. p
Capital Metro's cash at December 31, 1988 was entirely covered by
federal depository insurance or by collateral held by their custodial -
bank in Capital Metro's name.



wcmnm 31, 1988 ANJ 1987

NOTE 2‘: casnm mvmrs (Continued) i
Capital Hetro's invesmients at Decenber 31,_

m'ms 'm nmcm. smmxmxs (Continued)

1988 amd 1987 are shom
below. Investments are stated at amortized cost.

shommderaseparatemptxonmﬂ'lebalancesheet

Deceuber 31, 1988
o “Carrying Market
Time Deposits - Amournt ‘ Value

__December 31, 1987
“Carrying - Market
Amount value

Insured (FDIC) $1,730,000 $1,730,000

Uninsured » A C o =0= . =0-

$2,200,000 $2,200,000
225 ' 225
3,200,225 2,200,225

Overnight Repurchase Agreements

Securities held by dealer
bank's trust department

800,000 800,000

in Capital Metro's name 3,400,000 3,400,000

Other Investments

U.S. Treasury Notes held by
" bank in safekeeping under
Capital Metro's name 11,934,043 11,537,500

U.S. Treasury Strips held by
bank in safekeep:.ng mder o
Capital Metro's name 2,153,270 2,026,749

U.S. Treasury Bills held by _

bank in safekeeping under

Capital Metro's name -0- -0-
Securities of govermment

agencies and sponsored

9,954,134 9,659,358 '
3,062,402 2,991,387
196,428 = 188,280 .

o -
13,212,968 12,839,025 |

corporations 6,879,929 4,871,438
20,967, 242 18,435, 687
TOTAL INVESTMENTS 26,097,242 $23,565,687

Iess amounts classified as
restricted assets (Note 5) 22,000,000

TOTAL UNRESTRICTED INVESTMENTS $ 4,097,242
-9-

16,213,189 $15,839,250

‘;_0-,,

$16,213,189




NOTE 4:

NOTE 5:

CERI'IFICAM OF PAM‘ICIPATION (Contmued)

The debt agreement requires a reserve fund to be held i.n escrow mtil .::
the Certificates are repaid 'Ihe reserve fund at December 31, 1988 is -
$2, 835 000 (Note 5). , R , ;

Proceeds from the sale of the Oertif:lcates were restricted to the :
reserve fund, debt issuance costs and expenditures for the acquisition
of additional buses and related capital equipment (Note 5). A majority
of the buseas and related capital equlpnent were purchased by Capital
Metro in 1986. , :

The reserve for 'oert.:.flcate 6f pertic.lpat.lon retirement, as well as
interest earned on the reserve account, is restricted to retirenent of
the certificates of partxcipatim and related interest. » -
RBI‘RICTED ASSETS

Restricted assets at December 31, 1988 and 1987 consist of the following

funds:
1988 1987

Reserve for certificates of
participation retirement (Note 4) §$ 2,835,000 $ 2,835,000

Accrued interest-restricted assets 64,545 65,963
Reserve for self-insurance 2,000,000 -0-

- Retirement plan assets (Note ‘IO) 1,106,998 746,709
Reserve for debt services coverage 8,000, 000 - =0~
Reserve for operating contingency 3,000,000 -0-
Reserve for capital equlgnent A

replacement 4,000, 000 -0-
Reserve for future public .

transportation mobility project 5,000, 000 ~0-
TOTAL RESTRICTED ASSETS $26,006,543 S 3,647,672 -

The reserve for certificates of participation retirement and the reserve -
for self-insurance are secured by vanous obligatlons of mnicipalities .
and the Federal government. :

Retirement plan assets held in trust con313t prmc.lpally of bank money
market funds.



NOTE 7:

"NOTE 8:

Capital netro has em:ered into - 'several contracts with the federal
government under the Urban Mass Transportation Act of 1964, as amended, -
whereby Capital Metro receives financial assistance of generally 80% of
the cost of certain capital. improvement projects.- The State of Texas
also provides matching funds of up to:13% of the total cost on certain
grants, For the years ended-December:31;:1988 and 1987, Capital Metro
received grant funds totalling $5,339,462 anﬂ $12 674,155, respectively,
related . to capital improvement projects Such anomts have .been
credxted to contributed capital. e ok

During 1987, Qapi.tal ktro purchased amroximately 14.5. acres of nght
of way from Southern Pacific Railroad for possible future transit expan-
sion.  Under terms of this purchase, Capital Metro paid approximately .
$5,800,000. The majority of this was reimbursed by the Urban Mass .
Transportation Authority. S Sl B R

CITY OF AUSTIN

During Capital Metro's inception, a transition agreement with the City
of 2ustin was entered into to develop a street repair program. In 1987,
a joint transportation program was developed which included street
repairs/construction and maintenance, and transit capital improvements.

- Under the terms of the program, Capital Metro paid the City of Austin

approximately $875,000 in 1988. Of this amount, $419,000 was capital-
ized and will be amortized over 15 years, the remainder was dnrged to L
operations in 1987. DR

LEASES o Lo w
In December, 1986, Capital Metro sold certain revenue equipment with a
book value of $13,471,142 under the terms of a sales/leaseback trans- ;
action. In consideration for the sale of the equipment, Capital Metro

received cash of $1,342,371 and a note receivable for $12,124,028.. The
note receivable bears interest at 12.3% and is due as follows: = .= -

1989 g o D8 477,003 ¢

1990 - . o . . . 539,280

1991 T T 609,686 ¢

1992 TR T 689,285

1993 ~ oo Tl T19,276 ¢

Thereafter L e 8, 234,333, z
$11,328,913 i

-12- N ‘ . . V ’ -‘ - : B » i’".T}"



'IheleasehasatemofIGanthsarﬂhasbeenaccomted forasa_g
capital lease. The transaction resulted in a gain of $1 342,371 which
has been deferred and is bei.ng anortized over the remaining useful life

of the equipment. i Tl E

Capital }btro also leases real estate 'mder noncancellable operating
leases that expire through 1989, with renewal options. Future minimum
lease payments mder the terms of the foregomg agreements are as

follows:

CAPITAL OPERATIM »
1989 | . . $1,847,943 § 9,973 .
1990 , . = 1,847,943 -
1993 1,847,943 -0-
Thereafter : 12,011,585 -0- -
Total Minimum Iease Payments 21,251, 300 $ 9,973.'__
Iess Amounts Representmg Interest :
at 12. 3% _ 4 9,922, 387
' 11,328,913
Less CQurrent Maturities 477,003

$10,851,910

Total rental expense under operating leases and other month-to-month
rentals was approximately $694,173 and $779,000 for the years ended
December 31, 1988 and 1987, respectively.

COMMITMENTS

\

Capital Metro has outstanding. contracts for construction projects

totalling approximately $18,500,000 as of December 31, 1988. This
amount includes both client construction contracts as well as contrcts
for professional services related to the contructlon progect

In 1988, Capital Metro executed a f1ve year contract with the lluversity

of Texas (UT) to provide bus service to UTr students. Over the term of

A P

PYS

el e e b
SLPRRA T

the contract, Capital Metro will receive $15,925,200 from UT, adjusted

for variable items such as fuel and service hours.
-13- |
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- ~ CAPITAL METROPOLITAN mmmnw Amm'l;;“m” & LONG
‘ wms ™ rmmm smmanus (continued)
wcmam 31, 1988 am 1987 :

NOTE 10: RETIREMENT PIAN = = = ooxl i - e

NOTE 11:

NOTE 12:

Capital Metro's employees and certain American Transit Corp. (AIC)
employees are covered by a defined contribution pension plan that is
intended to qualify under Internal Revenue Code Section 401(k). The
plan covers substantially all employees "with over six months of
experience. BEmployee contributions are made through direct salary
reductions and are matched by Capital Metro up to 2.5% of compensation.
Additionally, Capital Metro makes contributions of 3.5% (subject to
annual revision from 0% to 15%) of compensation. This contribution
vests to the employee over an eleven year period. Pension expense for
the years ended December 31, 1988 and 1987 under the plan was approxi-
mately $265,000 and $238,000, respectively.

All American Transit Corp. (Note 3) eamployees are covered by an AIC
noncontributory defined benefit plan. Funding of the plan is the sole
responsibility of ATC. Bowever, Capital Metro is charged annually under
the terms of the contract for all expenses associated with the plan.
Such expenses totalled approximately $308,000 and $250,000 for the years
ended December 31, 1988 and 1987, respectively. -

CHANGE IN ACCOUNTING PRINCIPLE

In November, 1987, the Financial Accounting Standards Board issued
Statement No. 95 "Statement of Changes in Cash Flows". Capital Metro
has adopted the provisions of Statement No. 95 in 1988 and has presented
a Statement of Cash Flows instead of a Statement of Changes in Financial
Position. Capital Metro has elected not to restate the Statement of

‘Changes in Financial Position for the year ended December 31, 1987.

REVENUE FROM SALES TRX

At the December 19, 1988 meeting, the Board of Directors of Capital
Metro voted to reduce the sales tax from one cent (1¢) tothreequarters
of a cent (3/4¢) effective 2pril 1, 1989.

Additionally, the Board of Directors voted to expand the base of the :
sales tax to include telephone services, effective July 1, 1989.

In October, 1987, the sales tax base was expanded effecting an increase

in sales tax revenue collected by Capital Metro. This increase in sales :
tax revenue was effective for the last quarter of 1987, and for the full oz

year of 1988.

-14-



NOTE 13: P!DPERI‘YMDEQOIRENI‘ )

m'ms 'm rnmcm. sm-nmu-s '(contlnmd)

R hnid

mcmm 31, 1988 ANJ 1987

The. following table smmarizes ‘the changes in the components of property
and equipment for the year ended December 31, 1988' ‘

1 987 AIDITIQS *  DELETIONS 1988

Land and improvements $ 5, 796,786 $ 545 313 $ 5,175 $ 6,336,924
Buildings and i.mprovements . 903,831 - -0- -0- 903,831
Revenue vehicles 25,168,025 - =0~ 445,600 24,722,425
Non-revenue vehicles - 234,697 1 71,310 -30, 950 - 375,057
Byuipment 3,898,248 - 255,683 101,169 ‘4,052,762
Passenger parking and stations 473,919 - 205,311 -0- 679,230
Leasehold improvements 270,692 ' -=0- -0~ 270,692
Construction in progress 7,322,768 6,895,982 752,730 13,466,020

$44,068,966 $ 8,073,599 §$ 1,335,624 $50,806,941

-15-
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Board of Directors
Cap1ta1 Hetropolitan Transportatmn Authority

Austin, Texas
INDEPENDENT AUDITORS' REFORT ON THE SCHEDULE OF
P — FEOERAL FINANCIAL ASSISTANCE

We have examined the financial statements of Capital Metropolitan Transportation
Authority for the year ended December 31, 1988, and have issued our report there-
on dated March 3, 1989, Our examination of such financial statements was made
in accordance with generally accepted auditing standards and the standards for
financial and compliance audits contained in the Standards for Awdit of
Governmental Organizations, Programs, Activities, and Functions, issued by the
U.S. General Accounting Office, and accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary

in the circumstances.

Our examination was made for the purpose of forming an opinion on the financial
statements taken as a whole. The accampanying Schedule of Federal Financial
Assistance is presented for purposes of additional analysis and is not a required
part of the financial statements. The information in that schedule has been
subjected to the auditing procedures applied in the examination of the financial
statements and, in our opinion, is fairly stated in all material respects in
relation to the financidl statements taken as a whole.

o Anduon el

March 3, 1989
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Certified Public Accountants

Board of mrectors '
Capital Metropolitan 'rransportat).on Authority

Austin, Texas

AUDITORS' REFORT ON INTERNAL CONTROLS (A&OWI‘IDBAN)AMINISTRATIVE)
BASED ON A STUDY AND EVALUATION MADE AS A PART OF AN EXAMINATION OF THE BASIC
FINANCIAL STATEMENTS AND THE ADDITIONAL TESTS REQUIRED BY THE SINGLE AUDIT ACT

We have examined the general purpose financial statements of Capital Metropolitan
Transportation Authority (Capital Metro), for the year ended December 31, 1988,
and have issued our report thereon dated March 3, 1989. As part of our examina-
tion, we made a study and evaluation of the internal control systems, including
applicable internal accounting and administrative controls used in administering
federal financial assistance programs, to the extent we considered necessary to
evaluate the system as required by generally accepted auditing standards; the
standards for financial and compliance audits contained in the Standards for
Audit of Governmental Organizations, Programs, Activities, and Functions, issued
by the U.S. General Accounting Office; the Single Audit Act of 1984; and provi-
sions of OMB Circular A-128, Audits of State and local Governments. Under the
date of March 3, 1989, we reported separately on the results of our study and
evaluation of internal accounting controls performed in oonnection with our
exanination of the general purpose financial statements. The results of our
study and evaluation of internal accounting and administrative controls used in
administering federal financial assistance programs are presented herein., -

For .the purpose of this report, we have classified the significant internal
-accounting and administrative controls used in administering the major federal
financial assistance programs in the following categories: v

Accounting Controls

Cash receipts cycle
Cash disbursements/purchasing cycle

Aministrative Controls

General Requirements Specific Requirements

Political activity Types of services allowed or disallowed
Davis-Bacon act Matching/level of effort

Civil rights Reporting requirement

Cash management Special tests and provisions

Relocation assistance and
real property acquisition
Federal financial reports
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Capital Metropolitan Transportatim Authority
Accountants' Report on Intemal COntrols
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Our study and evaluation incluﬂed all of the applicable control categories listed
previously.

The management of Capital Metro is responsible for establishing and maintaihing‘
internal control systems used in administering federal financial assistance
programs. In fulfilling that responsibility, estimates and judgments by manage-
ment are required to assess the expected benefits and related costs of control
procedures. The objectives of internal control systems used in administering
federal financial assistance programs are to provide management with reasonable,
but not absolute, assurance that, with respect to federal financial assistance
programs, resource use is consistent with laws, regulations, and policies;
resources are safeguarded against waste, loss, and misuse; and reliable data are
obtained, maintained, and fairly disclosed in reports.

Because of inherent limtatlons in any system of internal accounting and admini-
strative controls used in administering federal financial assistance programs,
errors and irregularities may nevertheless occur and not be detected. Also,
projection of any evaluation of the systems to future periods is subject to the
risk that procedures may became inadequate because of changes in conditions or
that the degree of campliance with the procedures may deteriorate.

During the year ended December 31, 1988, Capital Metro expended 100 percent of
its total federal financial assistance under major federal financial assistance
programs. With respect to internal control systems used in administering major
federal financial assistance programs, our study and evaluation included
considering the types of errors and irregularities that could occur, determining
the internal control procedures that should prevent or detect such errors and
irreqularities, determining whether the necessary procedures are prescribed and
are being followed satisfactorily, and evaluating any weaknesses.

With respect to the internal control systems used solely in administering the
nommajor federal financial assistance programs, our study and evaluation was
limited to a preliminary review of the systems to obtain an understanding of the
control environment and the flow of transactions through the accounting system.
Our study and evaluation of the internal control systems used solely in admini-
stering the nommajor federal financial assistance programs of Capital Metro did

not extend beyond the preliminary review phase.

Our study and evaluation was more limited than would be necessary to express an
opinion on the internal ocontrol systems used in administering the major and

nomajor federal financial assistance programs of Capital Metro. Accordingly, we
do not express an opmmn on the internal control systems used in administering
the major and nonmajor federal financial assistance programs of Capital Metro.
Further, we do not express an opinion on the internal control systems used in
administering the major federal financial assistance programs of Capital Metro.

-19-
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Accountants' Report on Intemal Controls

Pagethree

Also, our éxanination, made in accordance withthe st:.aiﬂards' mentioped abové,
would not necessarily disclogse material weaknesses in the internal control -
systems used solely in administering nomnajor federal financial assistance

programs.

However, our study and evaluation and our examination disclosed no condition that
we believe to be a material weakness in relation to a federal financial

assistance program of Capital Metro.

This report is intended solely for the use of management and Urban Mass Transpor-
tation Administration and should not be used for any other purpose. This
restriction is not intended to limit the distribution of this report, which, upon
acceptance by Capital Metropolitan Transportation Authority, is a matter of
public record. _

e Howin i Pracons (504

March 3, 1989
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Board of Directors
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AUDITORS' REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS RELATED TO
MAJOR AND NONMAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS

——

We have examined the general purpose financial statements of Capital Metropolitan
Transportation Authority (Capital Metro), for the year ended December 31, 1988,
and have issued our report thereon dated March 3, 1989. Our examination was made
in accordance with generally accepted auditing standards; the standards for
financial compliance audits contained in the Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions, issued by the U.S. General
Accounting Office; the Single Audit Act of 1984; and provisions of OMB Circular
A-128, Audits of State and Local Governments, and, accordingly, included such
tests of the accountmg records and such other auditing procedures as we
considered necessary in the circumstances.

The management of Capital Metropolitan Transportation Authority (Capital Metro)
is responsible for Capital Metro's compliance with laws and regulations. 1In
connection with the examination referred to above, we selected and tested trans-
actions and records from each major federal financial assistance program and
certain nonmajor federal financial assistance programs. The purpose of our test-
ing of transactions and records was to obtain reasonable assurance that Capital
Metro had, in all material respects, administered its major programs and executed
the tested nonmajor program transactions in compliance with laws and regulations
for which noncampliance could have a material effect on the allowability of
program expenditures or on Capital Metro's financial statements. Such laws and
regulations include those pertaining to federal financial reports and claims for
advances and reimbursements.

Our testing of transactions and records selected from federal financial
. assistance programs disclosed instances of noncompliance with certain laws and
regulations. All instances of noncompliance that we found and the programs to
which they relate are identified in the accompanying schedule of findings and
questioned costs. We do not believe these instances of noncompliance would have
a material effect on the allowability of program expenditures. )

In our opinion, subject to the effect of the ultimate resolution of those
instances of noncompliance referred to in the preceding paragraph, for the year
ended December 31, 1988 the Capital Metro administered each of its major federal
financial assistance programs in compliance, in all material respects, with those
laws and regulations for which noncompliance could have a material effect on the

allowability of program expendltures.
-21-
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The results of our testing of transactions and records selected from normajor
federal financial assistance programs indicate that for the transactions and
records tested, Capital Metro camplied with those laws and regulations referred
to in the second paragraph of our report, except as described in the accompanying
schedule of findings and questioned costs. Our testing was more limited than
would be necessary to express an opinion on whether Capitol Metro administered
the nonmajor federal financial assistance programs in compliance, in all material
respects, with those laws and regulations for which noncompliance could have a
material effect on the allowability of program expenditures. _

The results of our tests also indicate that for the transctions and records
tested, Capital Metro complied with those laws and regulations for which non—
campliance could have a material effect on the Capital Metro's financial state-

ments.

With respect to the transactions and records that were not tested by us, nothing
came to our attention to indicate that Capital Metro had not complied with laws
and regulations other than those laws and regulations for which we noted viola-
tions in our testing referred to above.

%W I orestenn S AX\CUA%W\ ‘L’W\%

March 3, 1989
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PROGRAM

T%-03-0104

TX-03-0104

Accomting records indicated vendors - ..

T™X-03-0104
for six items tested as Ridgeways.  All
documentation (invoice, cancelled checks)
‘were to Dynanic Reprograplﬁcs

TX-03-0066  Total federal expenditures inception to

date per the accounting records exceeds
the inception to date figure on the
December 31, 1988 financial status report
for the following grants

TX-03-0066 .
. . TX-05-0064 !
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Board of Directors
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AUDITORS' REPORT ON OOMPLIANCE

We have examined the financial statements of Capital Metropolitan Transportation
Authority (Capital Metro), for the year ended December 31, 1988, and have issued
our report thereon dated March 3, 1989. Our examination was made in accordance
with generally accepted axditing standards; the standards for financial and

) canpllance audits contained in the Standards for Audit of Governmental Organiza-

tions, Programs, Activities, and Functions, issued by the U.S. General “Accounting
Office; [, aocordmgly, mcluied such tests of the accounting records amd such
other aunditing procedures as we considered necessary in the circumstances.

The management of Capital Metro is responsible for the compliance with laws and
regulations. In connection with our examination referred to d:ove, we selected
and ‘tested transactons and records to determine Capital Metro's compliance with
laws and regulations noncompliance with which could have a material effect on the

financial statanents of Capital Metro.

1‘3 results of our tests indicate that for the items tested, Capital Metro
cquplied with those provisions of the laws and regulations noncompliance with
which could have a material effect on the financial statements. Nothing came to
our attention that caused us to believe that for the items not tested Capital
Metro was not in compliance with laws or regulations noncompliance with which
could have a material effect on Capital Metro's financial statemnts.

%ww cson St /Q’V‘MC’MPWCA*
March 3,\‘ 1989 “ | ‘
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