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Board of Directors c.' 

Cap!tal Metropolitan Transportation AuthoritY·L 
Austin, Texas .' 

... ~ ~.,<.,.,>~, ,,' ,.,.,' .•.',c-:'C,-",,'''';'-.,,' .... 
: .. -. 

IRlEPEtUN'l' AtDrroR'S RBR>R'1' " 

we have alXlited the balance sheet of capital Metropolitan Transportation 
Authority as of December 31, 1988, am the related statements of revenue, 
expenses arXl changes in retained earnings am cash fiO\lllS for the jear then en::Jed. 
'lbese financial statements are the responsibility of the Authority's mnage:oent. 
oUr responsibility is to express an q»inion en these financial statements based 
on our auUt. '!he financial statements as of December 31, 1987 and for the jear 
then eD3ed were exanined by other aLditors tilose report dated March 11, 1988, 
expressed an unqualified q>inion en those statements. . 

;-. 

we oonducted our aLdit in aocordance with generally a:::oepte3 auditiB3 starXlards 
arXl with generally a:::oepted gcweum::nt au3itin1 &tamards in accordance with CMB 
Circular A-128. '!bose starx1ards require that W! plan am perform the adit to 
obtain reasonable assurance about tbether the financial statements are free of 
material misstatement. An adit incltJ3es exaniniB3, on a test basis, evidence 
sUWOrting the amounts am disclosures in the financial statements. An audit 
also incltJ3es assessing the accounting principles used arr:l the significant 
estimates made by management, as well as evaluating the CNerall financial state­
ment· presentation. we believe that our atJ3it 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 arXl the results of its operations am its cash 
flows for the jear then eD3ed in mnformity with generally scoepted accountiB3 
principles. As described in Note 12 to the financial statements, the Authority, 
in a::cordance with the Financial Accounting Starx3ards Board, Statement R>. 95, 
presented a Statement of cash Flows, for the jear errled December 31, 1988. 

"'.. • •••••0<••• 

-'t. 

-. :.J~~ 

~.•'!!l 

March 3, 1989 
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.:.__" . _..•. .t:;,;.:'i.-;;\_..._•.. ;C ••• _ 

ClIUUlN1' LIABILITIES. _ •_c- .:..::>.,"-,;-~('1:C~:'2:;"'~~~~' _'S ~~':~Y' 1988 1987 
Current installments·of certificates of ~ -'"
 

participation (Note 4) - - ,"., '" ._~ ,- $ 3,505,000
 $, 3,265,~ 
, --CUrrent installments of obligation under."':"~ - .....
 

capital lease (Note 8) ,_,_" _ ' ' __':'~';,;~~_ 'c', 477,003 421,919

Accounts payable .._..."_....~ ~~_-,.o:,,_~::.,-~~~:-·_~,,_·~:~._ ... -' "
 

City of Austin (Note 7)
 " -0­ .'924,928 
Ted!, . -, 4,692,868 ,1,898,075
 

Payroll, payroll taxes and withholdings 542,317 485,101
 
Accrued vacation and sick leave -790,160 698,103
 
Other current liabUities 526,424- 970,021
 

0": ~.Total CUrrent Liabilities 10,533,772 ,8,663,147 

DEFmRED ~IN (Note 8) 1,129,466 1,228,901 
PAYABlE FRat RESTRIC'lm ASSETS 

l:b! to employees - retirement plan (Note 10)' 1,106,998 746,709 ' 
OBLIGM'ION ONDER CAPITAL IBASE, less current 

installments (Note 8) 10,851,910 11,328,913 
CERTIFICATES OF PARTICIPATION, less current 

installments (Note 4) 6,595,000 10,100,000
Total Liabilities 30,217,146 32,067,670 

FtH> ~TY 

Contributed capital (Note 6) 27,265,425 23,241,997 
Retained earniBJs 

Reserved for retirement of certificates 
'of particiPation (Note 4) 2,835,000 2,835,000 

Reserved for self-insurance 2,000,000 -0­
Reserved debt service coverage 8,000,000 ~­
Reserved for operatiBJ contingency 3,000,000 -0­
Reserved for capital equipnent replacement 4,000,000 -0­
Reserved for future public transportation 

JOObility project 5,000,000
 
threserved/uOOesignated 22,550,414'


Total Retained Earnings 47,385,414
 

Total F\.1OO ~ty 74,650,839 

CCJttMl'lMmrs AND CDN'l'DGH:IES 
(Notes 3, 7, 8, 9 and 10) \ 

'1OTAL LIABILJTIES Ali) FtH> EQUITY $104,867,985 

SEE AClDfPAtnIK; WTES 'ID FI~IAL STATPMENrS 
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'-.S.... '" , Rn'BS 10 FINMCIAL S'.1'A1'BG!N1S' (Cciat1naed) -.., " . ,J'-.pJ ".- " .. '·i~C' 

.•.--'.,. ,.. ,;..~::.:.; ..~,.::~-,;:.;; ;_'~.,. ,.~ ".;' ~.: -,.~. . . ". '.,?:' .. L'~':":*"'~'~ ,~~:~;.:,::;~;~~~~~;: .• ::~.,::~~~~ ~-'--.:,;,~;:'" >.~,~. 
..

S 
- ... .~ -.::' '>;;'-, 'IEBMBER 31,. '~988AR>1987'';;'''''''' .......- '>':'~i:i~:'~ .~. "" ': .. 

- - . -.: :... _~': . r ~...:- .. - -.' - .>~"~." <::" . 
"0: _=,:.~~:~_~-'-;;;~'--'~:M:'_~~'''F : ..~. 

c.- All) INV&S'IJImflS (~~~$C;~:;_"
Rm!: 2: 

capital Metro' s cash at December 31, 1988 am 1987 is iJb:Kcl below: ....', ... ,. : 
. -', -.'j,;'.~.: ­

..' .. 1988 
, ' ~. '':'-._.,----........---- 1987
 

Concentration account . $' . 110,692 $ 489,541 
Operati01 account . '. '. (531,673) (99,369) 
~yroll account .. " . ' (66,732) (1,179) 

-tmprest fums-insurance claims 30,800 . -0­
Petty cash 2,550 2,300 

: - .Qlange furds 359 659· '
 
Total cash (454,004) 391,952 .
 

..";: 

Total threstricted Invesbnents 4,097,242 16,213,189 

'1OTAL CASH AM> mR&S'1'RIC'lEO INVES'DIBNl'S $ 3,643,238 $16,605,141 __ 

OOTE 3: <DlmACT wrm IlMERICAN mAlS!T OOlUORATION 

~r i01 the }'ears en:1ed December 31, 1988 am 1987, capital Metro am­
tracted with 1merican Transit Corporation (AiC) for qerating personnel. 
A'1C is reimbursed Dalthly for payroll and fringe benefit costs associ­
ated with those persormel. '1he reimbursement to AiC \llBS as fo11o'6: 

1988 1987 

Transportatioo expenses $ 9,241,351 $11,625,000 
Maintenance expenses 4,655,039 3,960,000 
General ani cdninistrative expenses 970,053 876,000 

$14,866,443 $16,461,000. 
. .1. 

OOTE 4: CERl'IFICATES 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 equipnent. '1he certificates are secured by the ....:?~~ 
buses and related equipnent, bear ,interest at 5.751 to 7.51 and are due··:'~~J 
as follows: ' '. . .,- >~<i~ 

JlRDCIPAL IR1'EREST TOTAL . .,:~,.:,';'j 

~.~':_~<~~~ 
....~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
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STATJItPN1'S OF RBVENDBS1 .BXPBNSfSAR)~-D.RE'DUNI!D 

. . ,'.: :::.•... :.~ '-:.:.:.. '."-':'~' .'.: ,":' ".--. ., .. ", ~i_';'~,··-,,-,,;";;'···~_~:.::.,.· - ~;~.;",: ',- ". ..;.. _.:-.. 

0'. g'ms _ IRED ~31; 198sAMJ 1987" 
"-'" _ ..: -. ~" .. 

~ ....-- ," ".. ­
,- ",:' -;. .":.,--- ' ;. '" .. '. '.' 

"... :-~~ ."", . 

1988
 
OPBRATDG RBVENtES .~--:.:-. _.o'~.
 

, ,. . 

.: .. 
. 

~er .... $ 3,271,985 
. ibird party . '. -,'-: J-'~:>"'-' - . 1,209,854' 

'lbtal OperatiDJ Revenues . ',;> -- '.~, _. J., '__ .• .:, 4,481,839 

OPERATIK; EXPPmES (Note 3) 
Labor . - . ", ..,. :"".',' ~ . -y~' 14,490,956 
FriBje benefits . 4,951,808 
Services ·.·.·2,726,825 
Materials and supplies '3,061,981 
Utilities 345,139 
casualty arx1 liability 909,246 

.Taxes 355,955 
Purchased transportation 3,654,122 
leases and rentals 766,656 
Miscellaneous 604,951 
Depreciation and amortization expense 3,525,135

Total OperatiDJ Expenses 35,392,774 

Operating loss (30,910,935) 

OON-oPERATDG REVENUES (EXPmsBS) 
sales tax revenue (Note 12) 40,316,633 
Grant revenue - federal/state governnent 296,948 
Other inoane 

Interest incane, net of interest expense 976,863
 
Other incane 271,790
 

Total Non-OperatiDJ Revenues (Expenses) 41,862,234 

Net Incane ... 10,951,299 

AID depreciation <Xl fixed assets a::qui.red by grants, 
entitlements and shared .revenues externally 
restricted for capital acquisitions and 
constnrtion that redu=:es amtributed capital 1,316,034 

Increase in Retained FarniDJs 12,267,333' 

RErAINED E'ARNItQ;, BeginniDJ 35, 118, 081 

RBrAINID ~, Eniing $ 47,385,414 
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$ 2,990,47.' ;<~. ~~,' 
.301,514 .,' .,.;.. 

3,291,988 . 

16,372,909 
3,133,536 
3,248,995 
3,060,131 

380,679 
1,975,876 

359,273 
2,232,842 

909,798 
457,560 

3,418,028
35,549,627 

(32,257,639) 

38,637,860 
48,701 

217,931 
71,012 

38,975,504 

6,717,865 

.....:... 
:~).""­

. '""..---c. 
~,,~':!­

,';:',.,.. 
-.';"

1,152,OOO.j! 
. <jL-'4; 

7,869,865 ',' ; '.}~ 
7~':";' '., .~~~~ 

27,248,216 '.' ~ .>iiii,
.<.,·_r .;Ji!iif. 

"" ....!:Jf:.. 
$ 35, 118, 081>:~J 
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.-~~,,, 

. ~~ 

http:�.:.��.�,....�
http:�.:.:...~.;;._~.�.~.~_.�
http:�.....�:�
http:�:-.�.-:;_~.�:��....__....~,:'._.~.�...�..�.~-.'.:...~.�..���....��.���.._-:'-��
http:��,._�...�...�.:;.�..:�.:_.::.�..�..:.�
http:��._~.�....�


' ­ -

$ 10, 9S~1~;t~:.:;..' ';:: 
. '-:.-. ;,,"_.,- .. .. ";. .. . ..­ ~-~ 

CASH Jl'I(H; PlOt OPBRATIm ACTIVITIl!S ,_'':''.'C.<~'',,,, 

'Netinoane
 
, . '. ;'~'>-'.~ -:;,,:,- . ':~'_-'< :'~j~f,:c:~,";::'
 

Idjustmentsto'reconcile net i.ncane to ,net cash ' ""
 
provided by operating activities':' ' ', ­

Increase in reoeivables (1,731,945)
Increase in inventory, . (84,303)
Increase in prepaid exPenses ardother current assets ';,(153,764) 
Inc~ase in aoooWlts payable 1,869,865 
Increase in payroll {Byable " , '. ,57,216 
Increase in vacatioo and sick: leave payable',' 92,057 
Decrease in other current liabilities (443,597) 

Depreciatioo and amortizatim expense ­ 3,525,135 

Deferred gain 00 sale of fixed assets (99,435) 

Total Adjustments - 3,031,229, 

NE:I' CASH FROVIDBD BY OPERATn«; 1C1'IVITIES 13,982,528 

CASH FUJ4S F100l INVES'1'IN:; ACTIVITIES 
cash paid to purchase fixed assets - non-grant (33,760)
cash paid to purchase fixed assets - capital grant (6,150,746) 
cash receipts fran sale of fixed assets 58,876 
cash transfered to reserve accounts (22,000,000) 

NET CASH tEED BY INVESTD«; 1tCTIVITIES (28,125,630) 

CASH F'UH) FlOt FI~DG ACTIVITI!S' 
cash receipts fran capital grants '4,468,733 
cash paid 00 certificates of participatioo (3,265,000) 
cash {Bid to refum portion of contributed capital. to [M'm (22,534) 

NET CASH PROVIIFD BY FI~m:; ACTIVITIES 1,181,199 

NET IECRFASE IN CASH AR) CASH, PJJUIVAIBNTS (12,961,903)
­

CASH AR> CASH EQUIVAUNrS BAIAR::E, Beginning 16,605,141:,:;; 
.. ~ ~.;:...: 

l...... . -.,., ... , 

, .-.:}i'::l~ 
CASH AND CASH BJ{JIVAIERl'S BMAN':E, Ending $ 3,643,238.:~: 

" :';'~ 
.. ~ .., . 

SEE AOCCltlPANYIR; N)TfS '10 FI~IAL STATJ!MEN1'S 
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.... -.!:. ­

. . Working capital Provided by Operations.:<';';· '7·~;.:':-~:·
 
Deferred gain (anortizatiCXl)·. . .' . ";: :'-,'.;::::-l-:~.;:,: " '. . .
 
.Contributions fran federal/state gcwernoent grants '; '.' ..
 
Increase due to employees . . ' ,. .' ' .
 
Transfer to current portiCXl of note reoeivabl.e~:~" ....,
 
Proceeds fran sale of property am equipoent '. ~,~~...
 

.... ::-.,.. ;... 

$23,641',097 . _ 

lEES OF N)RKIR; CAPITAL
 
Additions to property and equipoent 11,320,080
 
Transfer to current installments, and
 

repayments of certificates of participation 3,265,000
 
Transfer to· current installments of
 

obligation under capital lease. 421,919
 
Transfer to (fran) 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
 

$23,641,097 

CfWQ".S IN ea-tFONENl'S OF ~ CAPrmL 
Increase (decrease) in current assets
 

cash and inv~ 4,295,381
 
Receivables 1,180,027
 
Inventory of parts and fuel . 80,398
 
Prepaid expenses am other current assets (864,012)
 

4,691,794.
 
Increase (decrease) in current liabilities
 

Current installments of certificates of
 
participation "'205,000
 '.~,:.f: 

Current installments of obligatim under capital lease .... 48,723 
AcCOlD'lts payable . 1, 124,484 "\i~ 
Payroll, payroll taxes and withholdiD]s (89, 737) ,. .eo'¥, 

Accrued vacation am sick leave· 66,955:, ...•~ 
Other current liabilities 724, 374.· ~~:,,:. 

2,079,799 . • .'':if 
'. 

. $ 2,611,995' .•..~..:;~~~ 
- .. :.""'~: 

SEE ACXn1PANYIR; R>TFS '10 FINM<CIAL STATEMENTS 
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Re~rtir9 B1t1ty .'i;.",,~~~l!~~;·j". ......;~:ili£t~~ 
capital Metropolitan 'l'ransPortatlon< AutIior:ity(capital Metro) is a 
corporate body am political subdivision at.the,State of 'D!xas. Cap!tal 
Metro tIllS established' ina referendunon January. 19, , 1985 to p-ovide 
mass transportation service. m·,·the·greater Austin metropolitan area. 
capital MetroCClllDel1Ced cp!ration on July 1,1985•. ,; " " . 

. .:~,j~:-~- ..'~ " . ... 

'Ibis report inclld~ the' f~ial·statements·of capital Metro~' 'lhl! 
criteria for incllding act.ivities. of capital Metro in preparing its 
financial statements is in oonformity witbthe Gov~tal koomting 
StarXlards .a>ard. Control by or dependence on capital Metro tIllS deter­
mined on the basis of bJ3get Bdoptioo,taxiDj authority, 81Jtb)rity to 
establish rates, obligation to fund any deficits that may occur, fmding 
am selection of governing authority, f\D1ding am other evidence of 
financial Wepeooence am abUity to exercise oversight responsi­
bility. 

cap!tal Metro cp!rates .\I'lder the direction of a board of directors, in 
one business segment,. public transportation services. 'Jbere are no 
other entities wcb exercise any oversight responsibility over capital 
Metro. 

Basis of Accounting 

cap!tal Meu-o records its financial transactions am p-epares its finan­
cial statements on the accrual basis, V1ereby revenues am expenses are 
recognized in the period earned or incurred (similar to an enterprise : '-.~ 

fwd) • '!he measurement focus is 'P'n capi.tal maintenance aOO 'P'n 
determination of net incane, financial position am c::banges in financial,

ition .'-. ~ pos • ~~.' ,~ 

Inventory of Parts am Fuel 

Parts am fuel inventory are stated at the lower of
 
avera:Je method) or market.
 

\ 
\ 

.'. e'­

-6­
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...."- . '" . .~. 

Property am equipnent ~~-~iecorded .~. cost .;na depreciated over their 
useful lives usi~ the straight-line method as follows: .. 

- :,.. -~ • -:. _•..;~ .1 . -:-- -.. "' ..,~ . Estimated 
."'-.' ..... --,--. -~ Useful· Li.ves'-.- -.,­

.... . ' 

aJildinls 
... 

40 years 
Revenue equipnent ·3-12 years 
Other equipoent 3-10 years . 
Office furniture and fixtures 3-10 years 

~ -~ 

Property and equipnent held Older capital leases are stated at the lower 
of the present value of minimlD lease payments at the beginniB1 of the 
lease term or fair value at the inception of the lease. Amortization em 
these assets is calculated em 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 am 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 fran undesignated retained 
earniB1s. 

Expeooitures for renewals am betterments mich increase property lives 
are capitalized and maintenance and repair costs are charged to opera­
tions as incurred. 

Revenue Recognition 

~rating Revenue - Passenger fares and charter revenues are recorded as 
revenue men the ticket is redeemed, regardless of men the ticket is 
sold. 

. .' ~ 

sales Tax Revenue - sales tax revenue is 5::Crued on a m::II1th1y basi8~ 

~o-C:f~:- of h:h revenue~ fran the State of - ..,tmall~j 

~.'1·t· 
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Dll3lBPR31; 1988 AR)1987..::~ 

< ..f 

.. _:_ ......r--:--.,. 

capital IIrprovement Grants·· 

capital M:!tro funds its capital" imProvements with sales' tax lIDlies, 
federal grants fran the Orban Mass' '1'r8nspOrtation Administration (tHm) 
and state matching furds.:. lIlenfundsfor capital improvements are 
received fran federal/state grants, contributed capital is credited with 
such anomts. " -- . 

eatlpensated Absences 
.. -'--.: - --_._-~ .. - .~. - . , . 

SUbstantially all- employees receive -oaapensation for vs::ations, 
holidays, illneSs and certain other (JJ8lifying absences. 1he IUDber of 
days oaopensated for the various categories of absence is based . 
generally exl length of service. vaCatiexl NUch has been -earned and 
vested but not paid, has been accrued in the a::ocanpanying financial 
statements • 

Operating Assistance Grants 

capital M:!tro reoeives certain other teclnical assistance and training 
grants. SUCh operating assistance grants are credited to incaDe .om 
earned. 

Statement of cash FlC*S 

capital M:!tro oonsiders all investments to be cash eguivalenta for use 
in the statement of cash flOWS. 

capital M:!tro is authorized to invest in various ·approved securities· 
as outlined in vernon's ~vised Civil Statues of the State of 'D!xas. 
'these securities inclme,· 5IlCI19 other things, repurchase agreements and 
certificates of deposit pcovided they are secured by collateral pledged . 
directly to capital M:!tro. Investments are held in safekeeping in the. 
nane of capital M:!tro. .". 

- .. ~-'~~~~':;. 

capital M:!tro' s cash at December 31 , 1988 was entirely ocwered by' 
federal depository insurance or by collateral held by their custodial 
bank in capital M:!tro's mlDe. 

. -·':"3 
. ~. ­", 

)? 
. -- :.> 

- ;\~. 
-, 
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IC1'B 2': CASH AR> INVmmIENl'S (Continued) 

capital Metro's invesbni::nts'~-~ ~r 31, ."1988 am 1987 are shoNi ,';;
 
below. Invesbllents are stated· at aoortized .cost•.
 
s1'KM1 under a separate caption en the balance sheet•
 

. --.. . 
December 31 , 1988 December 31, 1987
 

carrying Market . carrying Market
 
Time Deposits AnDunt Value AnDunt Value
 

Insured (FDIC) $1,730,000 $1,730,000 $2,200,000 $2,200,000
-0- . -0­,01i.nsured _"",=,,=,--=22~5 225

~1,-73-0-,-OO~0 1,730,000 2,200,225 2,200,225 

Overnight Repurchase Agresnents 

securities held by dealer 
bank's trust department 
in capital Metro's nane 3,400,000 3,400,000 800,000 800,000 

Other Investments 

u.S. Treasury Notes held by 
bank in safekeeping under 
capital Metro's nane 11,934,043 11,537,500 9,954,134 9,659,358 

U. S. Treasury Strips held by 
bank in safekeeping under 
capital Metro's rane 2,153,270 2,026,749 3,062,402 2,991,387 

U. S. Treasury Bills held by . .~-

bank in safekeeping under
 
capital M:!tro' s JWne ~- ~- 196,428 188,280 ....
 

.: .J:.. 
securities of goverrment .;. 

agencies and sponsored 
corporations 6,879,929 4,871,438 ............",....--~~- ~-

20,967,242 18,435,687 13,212,964 12,839,025 
..; .. ~~ 

26,097,242 $23,565,687 16,213,189 $15,839,250 ·':K~ 
." -:'.t .. 

:- ". ;~~: 

less aoounts classified as .. _". ·~~i:?~: 
. -0- ~~:restricted assets (Note 5) 22,000,000 '. ---.....;;.­

.. ··F,'1OTAL UNRFSIRICTfD INVFs1MENl'S $ 4,097,242 $16,213,189 
.< 



'1he debt a:Jreement requires a reserve fund to be held in escrow mill 
the certificates are repaid. ''.lbe reserve fund at December 31, 1988 is 
$2,835,000 (Note 5).- ", , 

Proceeds fran the sale of the certificates were restricted to the 
reserve fund, debt issuance costs and expenditures for the a:::quisition 
of a3ditional buses am related capital eguipnent (Note 5). A majority 
of the buses am related cllpital equipoent were purchased by Capital
Metro in 1986. _ . " , , 

'!he reserve for certificate of participation retirement, as well as 
interest earned on the reserve account, is restricted to retirement of 
the certificates of participatioo am relatm interest. 

NJ'l'E 5: RESTRICTED ASSETS 

Restricted assets at December 31, 1988 am 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 ~5,963 

Reserve for self-insurance 2,000,000 -0­
Retirement plan assets (Note 10) 1,106,998 746,709 
Reserve for debt services ooverage 8,000,000 -0­
Reserve for operatiDJ contingency 3,000,000 -0­
Reserve for capital equi.pnent 

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

transportation DDbility project 5,000,000 -0­

'IDTAL RESTRICTED ASSETS $26,006,543 $ 3,647,672 

'!he reserve for certificates of (Brticipation retirement am the reserve 
for self-insurance are secured by various obligations of nmicipalities 
arr3 the Federal government. ' .... ~ ....­
Retirement plan assets held in trust consist principally of bank lD:IOey ,.t~ 
market furxis. 
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R1m 6: 

capital, Metro has' entered "intifeeveral'Cootracts with the federal '" :-,,"; 
government mder theDrban Massi'ransportation Act of 1964, _ aneo3ed, : -<~ 
tlbereby capital ,Metro receives financial' assistance of generally '80' of . ""; 
the cost of certain' capital,.1mprovement", trojects.;,,~ '1he state of '!\!xes '":: 
also provides mat:ehingfundsof· q» 1x)J131·.Qf the total cost em certain , .., 
grants. For. the ~ars ended·DE!oember:31,is.1988 am 1987, capital Metro 

, 

received grant f1.1OOs totalling $5,339,462 and. $12,674,155, respectively, 
related - to capital iDprovement projects~'," ,',' SUCh, 5DOl.nts have been 
credited to CXXltributed capital.· c ,," ,,-:: ;.'0;, -. 

I •• ' • • .; ... ~~~~'~.:~~'."'~~: • " ... •• ~~.:~: • '~"., •• ~ ~";. _'":".: " ­

~ring 1987, capital Metro plrchased 8R?rodmately 14.5. acres of right 
of "lay fran Southern Pacific Railr0a3 for possible future transit ex~ 
sion. Older terms of this plrchase, capital Metro paid awroximately 
$5,800,000. '!he majority of this '8S reimbursed by the Orban Mass "c, 

Transportation Authority. 

OOTE 7: CITY CF AtBTIN 

~ring capital Metro·s. inception, a transition agreement with the City 
.,;'.

of Austin was entered into to develop a street repair program. '. In 1987,' 
a joint transportation program was developed tlbich inclu:3ed street 
repairs/ccnstru::tion 8n!3 DBintenanoe, and transit capital impr'ovements. 
Ulder the terms of the program, capital Metro paid the City of Austin 

-. '',.

awroximately $875,000 in 1988. Of this anotmt, $419,000 was capital­
ized am will be anortized c:Ner 15 years, the remainder was charged to)! 
operations in 1987. 

OOTE 8: IBASES 
- -' . ,:.;. 

::..~:

In December, 1986, capital Metro sold certain revenue eguipnent: with a'~; 

book value of $13,471,142 under the terms of a sales/leaseback trans- ,,:~t 
action. In consideration for the sale of the eguipoent, capital MetrO,~jl 
received cash of $1,342,371 and a note receivable for $12, 124,028.~ ,,~<,<~ 

note :iVli>le bears ~rest st 12.3\ am is dt2 SSfo~:~.OO3';_;;:~i 

1990 '., 539,280:;:.:; ,,:"'~I 
~::~ .'~-- ::::~ ':.':: -" I 
1993 "779,276 .':, . --;~ 
'1bereafter 8,234,383 '- ,~ ...~ 

~~ 

$11,328,913 

-12­
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. R>'1E 8: ~ (Continued) 
.~ '. 0, • 

'Jhe lease has a term of; 162- athS .and .has been ~unted for ~ a 
capital lease. '!he transaction. resulted 1.n a gain of $1,342,371 Wich 
has been deferred am is being 8IlOrtized ewer the remaining useful life 
of the equipoent..._~' . . 

capital Metro also leases real estatemder noncancellable operatirJJ 
leases that expire through 1989, with renewal options. Future minimlDl 
lease payments under the terms of the foregoing agreements are as 
follows:­

CAPITAL OPERATIR; 
LFASE IBASES 

1989 $ 1,847,943 $ 9,973 
1990 1,847,943 ~-. 
1991 1,847,943 ~-
1992 1,847,943 ~--
1993 1,847,943 ~-
1hereafter 12,011,585 ~-

Total Mininun lease Payments 21,251,300 $ 9,973 

less Imounts ~presenting Interest 
at 12.3% 9,922,387 

11,328,913 
less Q1rrent Maturities 4n,003 

$10,851,910 

Total rental expense Wlder operating leases am other DDlth-to-month 
rentals was awroximately $694,173 arr3 $779,000 for the years ended 
Dece'fi)er 31, 1988 and 1987, respectively. 

IDTE 9: CCIoSMI'lMENl'S 

cap!tal Metro has outst:aming. contracts for .constr\X:tion projects 
totalling awroximately $18,500,000 as of December 31, 1988. 'lhis 
anount inclooes both client oonstr\X:tion amtracts as well as contrcts 
for professional services related to. the cxmtruction project. . -:....;; 

-..:~:;' 

In 1988, capital Metro executed a five year contract with the thiversity - C~~ 
of 'texas (m) to provide bus service to or st\Xlents. Over the term of 
the contract, capital Metro will receive $15,925,200 fran ur, adjusted 
for variable item; slrll as fuel am service hours. 

-13­
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Rm!: 10:	 RE'l'IRPM!Nl' PIAN 

capital Metro's EUployees and Oertilin' American 1ransit COrp. - (Me) 
empl~ are covered by a defined contribution pension plan that is 
intended to qualify under Internal Revenue Code section 401 (k). '1he 
plan covers substantially all - eaployeeswith over six months of 
experience. Ibployee contributions are imide through direct salary 
redlJ:tions am are matched by capital Metro '4' to 2.5' of cxmpensation. 
Additionally, capital Metro makes contributions of 3.5' (subject to 
amual revision fran 0' to 15') of' CXIIIpensation. 'Ibis contribution 
vests to the employee ewer an eleven }'ear period. Perision expense for 
the }'ears eD3ed [)eoeai)er 31, 1988 am 1987 under the plan W!S approxi­
mately $265,000 and $238,000, respectively. 

All American Transit Corp. (Note 3> aop1.o}'eeS are covered by an Me 
noncontributory defined benefit plan. Funding of the plan is the sole 
responsibility of Me. However, capital Metro is cha.rged annually mder 
the terms of the contract for all expenses associated with the plan. 
SUCh expenses totalled ilI=Proximately $308,000 am $250,000 for the }'ears 
erded December 31, 1988 am 1987, respectively. 

R1l'E 11:	 awa IN ACCOlNl'Il«,; FRIN:IPU!: 

In N:>vember, 1987, the Financial Accomting StarXlards Board issued 
Statement No. 95 ·Statement of Changes in cash Flows·. capital Metro 
has cdopted the provisions of Statement No. 95 in 1988 and has presented 
a Statement -of cash Flows instead of a Statement of Olar¥Jes in Financial 
Position. capital Metro has elected not to restate the Statement of 

'01anges	 in Financial Position for the }'ear eD3ed December 31, 1987. 

tIlY1'E 12:	 REVENUE F10t SAIBS mx 
At the December 19, 1988 meeting, the Board of Directors of capital 
Metro voted to redoc-e the sales tax fran one cent (1 t> to three quarters 
of a cent (3/4t> effective April 1, 1989. - . . 

Additionally, the Board of Directors voted to expani the base of the - ' 
sales tax to inclme telePlone services, effective July 1, 1989. 

In OCtober, 1987, the sales tax base NlS expamed effecting an increase . 
in sales tax revenue collected by capital Metro. ibis increase in sales ­
tax revenue was effective for the ~ quarter of 1987, and for the full 
year of 1988. ' .. 

-14­
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IB3mBR 31,,1988 AN) 1987 

'!he, following table S1:I1IlI8Clze~-'~'~~' In'-the CXIIlpOnents 'of prqi!~: 
am equipoentfor. the year eR3ed December 31, 1988:' 

1987 AOOITIOtI3 tmBTIONS 1988 

Lam am improvements . $ 5, 796,786 $ 
.-

545,313 $ 5,175 $ 6,336,924 
BuildiB3s am improvements 903,831 ~- ~- 903,831 
Revenue vehicles 25,168,025 ',~- 445,600 24,722,425 
Non-revenue vehicles 234,697 171,310 '30,950 375,057 
,~uipoent 3,898,248 255,683 101,169 '4,052,762 
Passenger parking and stations 473,919 205,311 + 679,230 
leasehold improvements 270,692 ~- ~- 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 

...:­
...~~ 

. - . ""iF", 

~}X 
' ... -~- -.-:~~~~ 
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MOITlSoD4Sprouse
 
Certified Public AccountaDts 

Board of Directors 
capital Metropolitan Transportation Authority 
Austin, Texas 

IRlEPENDEm' AtDl'1tiRs· RERlRT (Iq '!BE s::HEDOLE OF
 
FEIERAL FINMCIAL ASS~E
 

N! have examined the financial statements of Capital Metropolitan Transportation 
~thority for the year ended December· 31, 1988, and have issued our re{X)rt there­
on dated March 3, 1989. OUr exanination of such financial statements was lIIl!lde 
in accordanoe with generally ECepted aooiting staD3ards and the standards for 
financial am eatpliance aooits contained in the Stardards for Audit of 
Govermnental Or anizations, Pr rams, Activities, and FunctIons, issued by the 
u.S. Gener Accountlng lce, accoI'1 lng y, lnc ooed such tests of the 
accounting records and such other aooiting procedures as we cx>nsidered necessary 
in the ci rC\DlStances. 

OUr examination was made for the purpose of forming an opinion on the financial 
statements taken as a Wlole. '1be acc<llIpU1ying SChedule of Federal Financial 
Assistance is presented for purposes of a:3ditional analysis and is not a required 
part of the financial statements. '1be information in that schedule has been 
subjectEd to the alditing procedures ~lied in the examination of the financial 
statements and, in our opinion, is fairly stated in all material respects in 
relation to the financiil statements taken as a Wlole. 

March 3, 1989 
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'(364) , 

1,248,828 
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701 
1,405 

(2,535) 
15,570 3, 700 _,~ " (45, 677 ),~;. 3, 7OO,c1."':;'~~i86,126", ,.;.0 , 147,373.,.>;:,-0- ' , ",;; 

(184,744) : .... (1::::I\·~~f;'t~t;~:!C~!: .. ·4:~~'{~~{i·~ 
3,275 
2,067 -0- 53,961 -0-: :, ',' ," 67,487'-0- 15,593',-~?:-~,+.'l~ 
~­ ~- 43,590, ~-" .'::~ 70,484 - ~- 26,894 >:"-0- ,·',~;:1 

~- -0- " , -0- _:', 86,192' -0- 86,192" +" " "'];~­
(1,866) -0- (1 ,866) ~- .~-, ~-' ~- '/ ~- :.: 

".' . ~:' .:r~,~. 

~­ 469 -0­ 469 
-0­ 14,909 ~­ 14,909"
 

(39,871) -0­ (55,606) -0­
139,392 ~­ ,873,259
 ~-" 

-0- ~­ -0­ -0­
-0- ~­ ~­ ~­

-0- -0-- -0- -0- '
 

~~"-0- ~­ ~- ~­

-0- -0- - -0-" , -0- -- -0-'
 

(3,147) ~­ (3,147) ~­
20,882 -0­ 23,874 -0­

-' .' -~- ~­ ~- ~­
(1,561) -0­ (1,561) -0-\
 
2,320 ~­ 2,320 ~- ';
 

..1,129 -0­ 1,129 -0-' -.>\.' -~- ~- ,.. " .
 

2,385 ~­ 2,385
 
. ~.' 

~- "'\' 

-0- -0- ' -0- -0- '\ --- ---~ 

$1,206,839 $ 22,376 $4,468,733 $22,534 $5;\50~, 195-~$ 158~'$2i239,~' s/"20:}T}::]i 
SEE ACmtNrAN1'S' REPORT aq ~ (R FFJERAL FINMl:IAL ASSISTAlCB "",' , 'J~ 
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GarcIa, . 
' ....";..MOITlSoi1&Sprouse 

Certified Public kcountants 

- p - • 

Board of Directors ...
 
capital Metropolitan Transportation Authority
 
Austin, Texas
 

AtDI'lORS' RER>Rl' ON INl'BRKU, <lJN'mOIS (1£XX)lNl'DI; NIl AIJotINISTRATIVE)
 
BASED ON A STtDY AR> EVAUJATION MAIEAS A PARI' (P AN EXAMINriTION (P '!BE MSIC
 

FINAN:IAL STA'ftMENrS AM) mE AOOITIONAL TESTS REOOIREO BY '!HE SIRU: AtDIT lCr
 

we have exani.ned the general purpose financial statements of capital Metropolitan
 
Transportation Authority (capital Metro), for the }'ear ended December 31, 1988,
 
am have issued our report thereoo dated March 3, 1989. As part of our examina­

tion, we na3e a st\K3y am evaluation of the internal control systems, incl\Xling
 
applicable internal aooountiBJ and ahinistrative controls used in administeriBJ
 
federal financial assistance programs, to the extent we CX'lIlSidered necessary to
 
evaluate the system as required by generally accepted amitiBJ stamards: the
 
starXlards for financial am oanplian6e amits contained in the standards for
 
Audit of Govellm:ntal Organizations, Programs, Activities, arx3 Functions, issued
 
by the 0.5. General AccountiBJ Office: the Single Audit Act of 1984: am pr'OYi­

sions of CMB Circular A-128, Audits of State arx3 IDeal Governnents. Older the
 
date of March 3, 1989, we reported separately em the resUlts of our st\Xly am
 
evaluation of internal aooountiBJ controls performed in oonnecti.on with our
 
exanination of the general purpose financial statements. '!be results of our
 
stll3y am evaluation of internal accounting arx3 dninistrative oontrols used in
 
administeriBJ federal financial assistance programs are presented herein.
 

For .the purpose of this report, we have classified the significant internal 
. acoountiBJ arx3 a3mi.nistrative oontrols used in dninisteriBJ the major federal 
financial assistance progrCIIS in the followiBJ categories: 

Accounting Controls 

cash receipts cycle
 
Cash disbursements/purchasiBJ cycle
 

Administrative Controls 

General Requirements Specific Requirements 

Political activity '!Wes of services allowed or disallowed 
Davis-Bacm act Matching/level of effort 
Civil rights ReportiBJ requirement 

. _._.­
cash management Special tests am provisions 
Relocation assistance am 

real property acquisition 
Federal financial reports 
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capital Metropolitan '1'ransportatlen Authority .
 
Accountants' Report en Internal Controls
 
Page two ..
 

OUr stlXly am evaluatiCX1 inclu:1ed all of the aw1icable control categories listed 
previously. " 

'!be management" of capital Metro -is responsible for establishing am maintairdD3" 
internal oontrol systems used in dninisteriD3 .federal financial assistance 
programs. In fulfilling that responsibility, estimates ard jlXlgments by manage­
ment are required to assess the expected benefits and related costs of oontrol 
procedures. 'lhe objectives of internal control systems used in administeriD3 
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~ am policies; 
resources are safeguarded against 1IBste, loss, and misuse; am reliable data are 
obtained, maintained, am fairly disclosed in repOrts. 

Because of inherent limitations in any system of internal accomtirig arx1 admini­
strative controls used in admi.nisteriD3 federal financial assistance progrmns, 
errors am irregularities may nevertheless occur arx1 not be detected. Also, 
projection of any evaluation of the systems to future periods is subject to the 
risk that procedures may becane inadequate because of c::l1aD3es in comitions or 
that the degree of oanpliance with the procedures may deteriorate. 

DuriD3 the year emed December 31, 1988, capital Metro expemed 100 percent of 
its total federal financial assistance under major federal financial assistance 
programs. With respect to internal control systems used in a3mini.steriD3 major 
federal financial assistance programs, our study arx1 evaluation inclu:led 
consideriD3 the types of errors and irregularities that could occur, detenniniD3 
the . internal control .procedures that should prevent or detect such errors arx1 
irregUlarities, detenniniD3 N1ether the necessary procedures are prescribed arx1 
are beiD3" followed satisfactorily, and evaluatiD3 any weaknesses. 

With respect to the internal control systems used solely in a3mi.nisteriD3 the 
nornajor federal financial assistance programs, our stooy and evaluation was 
limited to a preliminary review of the systems to obtain an mderstanding of the 
control environment arx1 the flow of transactions through the a:::comtiD3 system. 
OUr stlXly and evaluation of the internal control systems used solely in mmini­
steriD3 the nonnajor federal financial assistance programs of capital Metro did 
not extend beyom the preliminary review phase. 

OUr sbmy and evaluation "laS more limited than would be necessary to express an 
opinion on the internal control systems used in ahinisteriD3 the major am 
nornajor federal financial assistance programs of capital Metro. AccordiD3ly, we . 
do not express an opinion 00 the internal control systems used in mministeriD3" 
the major and IlOl'Dajor federal financial assistance programs of capital Metro. 
Further, we do not express an opinion on the internal control systems used in 
administeriD3 the major federal financial assistance programs of capital Metro. 

-19­



-' ...... 

capital Metropolitan Transportatim Authority
 
Ac<::o\mtants' Report en Internal Controls
 
Page three . ' . 

.Also, our exanination, ma1e in accordance with the standards mentioned above, 
would not neoessarily disclose material ~s in the intem8l. control' 
systems used solely in a3ministering ncnoajor ·..federal financial assistance 
programs. 

However, our stmy and evaluation am our exanination disclosed no condition that
 
we believe to be a material weakness in relation to a federal financial
 
assistance program of capital Metro.
 

'Ibis report is interx1ed solely for the use of management am Urban Mass Transpor­
tation 1tdmi.ni.stration and should not be used for any other purpose. '!his 
restriction is not intemed to limit the distribution of this report, web, upon 
acceptance by capital Metropolitan Transportation Authority, is a matter of 
public record. 

March 3, 1989 

::' ~" 

._" .." 

::.:.. 
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Certified Public Accountants c.rtIfI8CI PubIc RccOUfttOftts 

Board of Directors 
capital Metropolitan Transportation· Authority 
Austin, Texas 

AtDI'lORS' REroRl' ON CDlPLIAN:E WlTB IMS AR) REQJIATIONS REIATED 'IO
 
MA.X>R AtI) RH!A.X)R FEIERAL FINlUCIAL ASSIS'l'A!CE :PROGW4S
 

we have examined the general purpose financial statements of Capital Metropolitan 
Transportation Authority (capital Metro), for the year eme3 December 31, 1988, 
and have issued our report thereoo dated March 3, 1989. OUr exanination teS made 
in accordance with generally accepted aLditing stamards; the standards for 
financial caoplianoe aLdits contained in the standards for Audit of Governnental 
Organizations, Programs, Activities, and Functions, issued bY the u.s. Generil 
AcoolUlting Office; the Single Aii3it Act of 1984; and provisions of CJtIB Circular 
A-128, ALdits of State and IDeal Governments, and, a:x:ording1y, inc1u3ed such 
tests of the accolUlting records and such other alX1iting procedures as we 
considered necessary in the circmlStanoes. 

'!he management of capital Metropolitan Transportation Authority (capital Metro) 
is responsible for capital Metro's oanplianoe with laws and regulations. In 
connection with the examination referred to above, we selected and tested trans­
actions and records fran each major federal financial assistance program and 
certain nonmajor federal financial assistance programs. '!be purpose of our test ­
ing of transactions and records was to obtain reasonable assurance that capital 
Metro hai, in all material respects, a3m.i.nistered its major programs and executed 
the tested nOJ'l'Rajor progran transactions in oanpliance with laws and regulations 
for ~ich noncaopliance could have a material effect on the a11owabi1ity of 
progran experditures or on capital Metro's financial statements. Such laws and 
regulations inc1lde those pertaining to federal financial reports and claims for 
advances and reimbursements. 

OUr testing of transactions and records selected fran federal financial 
assistance prograns disclosed instances of noncarplianoe with certain laws and 
regulations. All instances of nooCClllplianoe that we found and the prograns to 
~ich they relate are identified - in the accaopanying schedule of findings and 
questioned costs. we do not believe these instances of noncanpliance would have 
a material effect on the al10wability of program expenditures. 

In our opinion, subject to the effect of the ultimate resolution of those 
instances of noncanp1ianoe referred to in the preceding paragraph, for the year 
erded December 31, 1988 the capital Metro administered each of its major federal 
financial assistance programs in oaripliance, in all material respects, with tb:>se 
laws am regulations for \1ohich nonCCX'lp1ianoe cxmId have a DBterial effect m the 
al1owabi1ity of program experditures. 
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Board of Directors 
capital Metropolitan Transportation Authority 
Report en CCmpliance With laws and Regulations Related 

to Major ~eral Financial Assistance. 
Page two 

~ results of our testing of transactions and" records selected fran norJDajor 
federal financial assistance programs in3icate that for the transactions am 
records tested, capital Metro cxmpl.ied with those laws and regulations referred 
to in the second paragrapt of our report, except as described in the accanpanying 
schedule of findings am questioned costs. Our testing was lD.)re limited than 
would be necessary to express an opinion on tlbether cap!tol Metro a3ministered 
the nonnajor federal financial assistance programs in ocmplianoe, in all material 
respects, with those laws and regulations for which nonoanpliance could have a 
material effect on the allowabilityof program expenditures. 

'!be results of our tests also indicate that for the transctions and records 
tested, capital Metro cauplied wi.th those laws and regulations for tIlbich non­
CCIIpliance 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, nothia:J 
cane to our attention to indicate that capital Metro hid not oanplied with laws 
and regulations other than those laws and regulations for wch we noted viola­
tions in our testing referred to above. 

March 3, 1989 
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1fX-G3-G104 

TX-03-o104 

'.fX-03-o104 

TX-03-o066 '1Otal federal expenditures inception to 
date per the accountiD3 records exceeds 
the inception to date figure en the 
December 31, 19" financial status report 
for the followiD3 grants: 

TX-03-o066 
TX-oS-o064 

. ,', . 

. .\ 

\ 

\. 

._. 
~.., 

';t". 

'",:.:.'$ 424.63· 
$ 949.79 
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..:-i. . :~I-
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GarcIa,
MOITIso~Sprouse 

Certified Public Accountants 

Boan3 of Directors
 
capital Metropolitan Transportation Authority

,Austin, .Texas
 

AtDrroRS' REroRT 00 a»tPLIAH::B 

We have exClllined the financial statements of capital Metropolitan Transportation 
Authority (capital Metro), for the year erx:1ed December 31, 1988, am have issued 
our report thereon dated March 3, 1989. Our exanination was mcdein accordance 
with generally ecoepted alliiting stamards; the staR3ards for financial' am 
cCmpliance 8lXIits contained in the Stamards for Audit of Governmental Organiza­
tions, ~rams, Activities, am Functions, iSSued bY the o.s. General Aocountlii:J 
Office1 , acoordin:Jiy, incla3ed sooh tests of the a:oounting records am stdl 
other amiting procedures as we considered necessary in the cirCllnStanoes. 

'!he manage:nent of capital Metro is responsible for the a:mplianoe with laws am 
regQ1ations. In connection with our exanination referred.to above, we selected 
am :tested transactons am records to determine cap!tal Metro' s a:mplianoe with 
laws B,[d regulations noncaoplianoe' with wch oould have a material effect 00 the 
financial stat~ of capital Metro. ..i . .'. 'lbl results of our tests imicate that for the items tested, capital Metro' 
e<;JDP1ied with those provisions of the laws am regulations noncanplianoewith 
1t1ich could have a material effect on the financial statements. Nothing cane to 
our attention that caused us to believe that for the items not tested capital 
Metro was not in axnplianoe with laws or regulations noncanplianoe with \4l1ch 
could have a material effect on capital Metro's financial statemnts. 

. ~/~ ,t-~ ~'7~ Y Lev.-%­

March 3J198!1 
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