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Community Transit 
Notes to the Financial Statements 

December 31, 2023 

Note 1: Summary of Significant Accounting Policies 

A. Reporting Entity 

The Snohomish County Public Transportation Benefit Area Corporation, dba Community Transit, 

was authorized to begin operation of a public transportation system in 1976. The agency was 

incorporated under the provisions of Washington State law pertaining to public transportation 

benefit area corporations (RCW 36.57A) and operates under the control of a Board of Directors. 

Community Transit has an undivided interest in a nonequity joint venture, jointly governed with 

six other transit agencies for the provision of regional smart card fare (ORCA) collection 

services. Community Transit’s undivided interests in the assets, liabilities and operations of the 

ORCA smart card are consolidated within these financial statements on a proportionate basis. 

B. Basis of Accounting 

The accounting policies of Community Transit conform to generally accepted accounting 

principles applicable to governmental units. Community Transit applies all applicable GASB 

pronouncements. Community Transit uses an enterprise fund to account for its operations and 

prepares its financial statements on the accrual basis of accounting along with the economic 

resources measurement focus. Under this method, revenues are recorded when earned, and 

expenses are recorded as soon as the benefits are received.  

Operating revenues and expenses generally result from providing transportation services. 

Community Transit’s primary operating revenues include: passenger fares (charges to customer 

for transportation services), reimbursements from Sound Transit for providing regional express 

bus service, and revenues earned from advertisements posted on buses. Operating expenses 

consist of service directly operated and service provided under contract, vehicle and facility 

maintenance, administrative expenses, depreciation, and amortization of capital assets. 

All revenues and expenses not meeting these definitions are reported as nonoperating 

revenues and expenses and include subsidies such as tax revenues and operating grants, 

investment income, miscellaneous revenues, interest expense, and gains or losses on the sale 

of capital assets and maintenance parts inventory. 

Community Transit’s accounting records are maintained in accordance with methods 

prescribed by the State Auditor under the authority of Washington State law. Preparing 

financial statements in conformity with accounting principles generally accepted in the United 

States of America requires management to make estimates and assumptions that affect the 
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amounts reported in the financial statements and accompanying notes. Actual results could 

differ from those estimates. 

C. Budget 

Community Transit adopts its annual budget in December of the preceding fiscal year. The 

budget is based on corporatewide goals and departmental programs and objectives as well as 

revenue and service growth assumptions outlined in the Board adopted six-year transit 

development plan. After these programs and objectives are developed, revenue for the coming 

year is estimated. The estimated revenue is used to determine the level of service to be 

provided the following year. 

Most operating revenues and expenses are budgeted on the accrual basis. Significant 

differences include sales tax revenue, depreciation and amortization, compensated absences 

payable, actuarial accrual of future workers’ compensation losses, postemployment benefits, 

and other revenues. Investment income is budgeted without accounting for changes in fair 

value. Debt service is budgeted on a cash basis.  

Capital projects are budgeted in their entirety when approved, regardless of anticipated 

expense dates, and are accounted for on the full accrual basis. Each year thereafter, the 

remaining unexpended portion of each project, as well as related grant reimbursements, is re-

budgeted.  

Community Transit encumbers expenses for management information. Encumbrances do not 

constitute a legal reduction of appropriations and are not reported on the financial statements.  

The schedules that follow show budgeted versus actual revenues and expenses for the period 

ended December 31, 2023.  
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The following schedule reconciles the accrual to budgetary differences for 2023. 

 

D. Cash and Short-Term Investments 

Cash and cash equivalents include cash on hand, demand deposits, and short-term investments 

purchased with a remaining maturity of three months or less. Community Transit’s investment 

policies are governed by regulations established for public funds by Washington State law.  

Investments are reported at fair value except for the position in the Washington State Local 

Government Investment Pool (LGIP) which is reported at amortized cost. Changes in fair value 

are included as revenue in the financial statements. 

2023

Revenues and Capital Contributions Reported on the 

Accrual Basis
349,700,665$ 

Accruals for Sales Tax Revenue and Interest (183,304)           

Investment Income for Fair Value Reporting (5,376,406)         

Proceeds from Sales of Capital Assets 416,813            

Revenues Reported on the Budgetary Basis 344,557,768$ 

2023

Expenses Reported on the Accrual Basis 216,300,746$ 

Loss on the Sale of Disposed Assets (5,624,324)         

Depreciation and Amortization (29,975,621)       

Capital Projects 74,577,961        

Accrued Interest Expense 206,305            

Debt Service - Principal 1,120,000          

Change in Compensated Absences Payable (672,902)           

Change in Actuarial Accrual for 

Workers' Compensation
(59,000)             

Change in Actuarial Accrual for 

Other Postemployment Benefits
(978,415)           

Change in Actuarial Accrual for 

Pensions
9,478,348          

Expenses Reported on the Budgetary Basis 264,373,098$ 
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E. Restricted Assets 

Restricted assets (are those) whose use is subject to constraints that are either 1) externally 

imposed by creditors, grants, contributors or laws or regulations of other governments, or 2) 

imposed by law through constitutional provisions or enabling legislation. As of December 31, 

2023, the state-required workers’ compensation reserve amounted to $1,548,000.  In addition, 

the Federal Transit Administration (FTA) required vehicle auction proceeds that were over 

$5,000 be placed in an interest-bearing restricted account.  These funds must remain in this 

account until the FTA provides guidance on their future use.  At year-end, the funds amounted 

to $90,088. 

F. Maintenance Parts Inventory 

Vehicle maintenance parts are held for consumption and valued at cost using the weighted-

average method. The costs of maintenance parts are recorded as an expense when consumed 

rather than when purchased. 

G. Capital Assets and Depreciation 

Assets with a useful life in excess of one year are capitalized if the individual cost is at least 

$5,000. Capital assets are recorded at historical cost. Donated assets are measured at 

acquisition value. Replacements which improve or extend the lives of property are capitalized. 

Repairs and maintenance are expensed as incurred.  

Community Transit participates with the Washington State Department of Transportation in the 

construction of passenger park-and-ride facilities within the transit service area. Community 

Transit contributes funds to provide the local match required under the terms of federal 

construction grants. The State of Washington retains park-and-ride facility ownership, but 

Community Transit’s contribution allows us to use these facilities. The rights are valued at the 

amount of the contribution made and are reported under capital assets as site improvements.  

Depreciation is computed using the straight-line method (without salvage values) over the 

estimated useful life of the asset. When used assets are acquired, they are assigned a useful life 

of one-half the new life.  

Newly acquired assets are assigned useful lives as follows: 

Asset Category  Years 

Land  Not Depreciated 

Work in Progress  Not Depreciated 

Intangible Property—Easements  Not Depreciated 

Buildings  5 to 30 

Site Improvements  5 to 30 
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Asset Category  Years 

Buses  12 to 15 

Other Vehicles  5 to 8 

Machinery and Equipment  3 to 10 

Computer Equipment  3 to 7 

Intangible Property  3 to 10 

H. Compensated Absences 

Policies for the accrual and use of compensated absences vary depending on whether an 

employee is represented by a labor contract or subject to the personnel policy. All employees 

are covered in three plans: paid time off, major sick leave, and Washington State sick leave. 

Paid time off is payable upon an employee’s termination. Major sick leave and Washington 

State sick leave is payable at 25 percent of the hours accrued with the exception of retired 

employees, who are paid out at 50 percent. The portion of both sick leave plans payable at 

termination represents the vested portion of major sick leave earned and is subject to accrual. 

I. Unearned Revenue 

Revenues received in advance are recorded as unearned revenue on the Statement of Net 

Position. As of December 31, 2023, unearned revenue amounted to $3,743,915, which 

consisted primarily of ORCA fare revenue.  

J. Pensions 

Information about the fiduciary net position of all state-sponsored pension plans and additions 

to or deductions from the fiduciary net position of those plans has been determined on the 

same basis as they are reported by the Washington State Department of Retirement Systems. 

This information was used to measure net liability, deferred outflows of resources, deferred 

inflows of resources, and expenses related to pensions. For this purpose, benefit payments 

(including refunds of employee contributions) are recognized when due and payable in 

accordance with the benefit terms. Investments are reported at fair value. 

For purposes of calculating the restricted net position related to the net pension asset, 

Community Transit includes the net pension asset and the related deferred outflows and 

deferred inflows in accordance to GAAP reporting requirements. 

K. New Accounting Pronouncements 

In fiscal year 2023, Community Transit implemented Governmental Accounting Standards 

Board (GASB) Statement No. 94 Public-Private and Public-Public Partnerships and Available 
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Payment Arrangements, No. 96 Subscription-Based Information Technology Arrangements, and 

No. 99 Omnibus 2022. 

GASB No. 94: the primary objective of this Statement is to improve financial reporting by 

addressing issues related to public-private and public-public partnership arrangements (PPPs). 

GASB No. 96: this Statement provides guidance on the accounting and financial reporting for 

subscription-based information technology arrangements (SBITAs) for government end users 

(governments). This Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-

to-use subscription asset—an intangible asset—and a corresponding subscription liability; (3) 

provides the capitalization criteria for outlays other than subscription payments, including 

implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the 

extent relevant, the standards for SBITAs are based on the standards established in Statement 

No. 87, Leases, as amended. 

GASB 99: the objectives of this Statement are to enhance comparability in accounting and 

financial reporting and to improve the consistency of authoritative literature by addressing (1) 

practice issues that have been identified during implementation and application of certain 

GASB Statements and (2) accounting and financial reporting for financial guarantees. 

L. Net Position 

Net Position is divided into three categories: (1) Net investment in capital assets includes capital 

assets less accumulated depreciation/amortization and outstanding principal of the related 

debt; (2) Restricted net position reflects restrictions on assets imposed by parties outside the 

agency; and (3) Unrestricted net position is total net position of the Community Transit less net 

investment in capital assets, and restricted net position. 

When both restricted and unrestricted resources are available for use, the agency will use 

restricted resources first and then use unrestricted resources as they are needed. 
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Note 2: Cash and Investments  

As of December 31, 2023, Community Transit had the following cash, cash equivalents, and 

investments: 

 

A. Deposits 

There is no custodial credit risk for demand deposits held by Community Transit because they 

are entirely covered either by the Federal Deposit Insurance Corporation (FDIC) or the Public 

Deposit Protection Commission (PDPC) of the state of Washington. In addition, there was $4.5 

million in deposits held by the fiscal agent of the Central Puget Sound Regional Fare 

Coordination System. These deposits represent Community Transit’s proportional share of its 

undivided interest in the non-equity joint venture.  Note 8 (c) provides additional information 

regarding this system. 

B. Investments 

Throughout 2023, Community Transit’s portfolio complied with conditions set forth in the 

investment policy. 

Community Transit’s investment policy clearly states that safety and liquidity take precedence 

over return on investment. Allowable investments are limited to: 

 U.S. Treasury obligations. 

 U.S. Government agency obligations and U.S. Government sponsored enterprises. 

 Banker’s acceptances. 

 Commercial paper. 

 Certificates of deposit. 

 Repurchase agreements. 
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 Bonds of Washington State and any local government in Washington State. 

 General obligation bonds of a state other than Washington State. 

 Washington State Local Government Investment Pool (LGIP). 

Community Transit’s investment policy limits the maximum maturity of any investment security 

purchased to 5 years from the settlement date. The following table shows the maximum 

percentage that any single type of security may contribute to Community Transit’s overall 

investment portfolio. 

 

Interest Rate Risk: Interest rate risk is the risk that an investment’s fair value decrease as 

market interest rates rises. Community Transit’s investment guidelines and policies state that 

safety of funds is the number one priority in all investment decisions. Maturities are generally 

limited to five years. The weighted average maturity and modified duration of the overall 

portfolio may not exceed three years. For 2023, the modified duration of the portfolio was 

approximately 1.57. Thus, all investments held are considered to have a low interest rate risk.  

The table shows the distribution of fair values by investment type and remaining maturities. As 

of December 31, 2023, the LGIP investment was 54.0% of the Community Transit’s total 

investment pool. 
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Credit Risk: Community Transit’s credit risk is indirectly controlled via the kind of investment 

instruments allowed by the investment policy which includes only one direct, credit-risk 

requirement. The requirement applies to bonds of any state and any local government in 

Washington State in which the rating must be one of the three highest credit ratings of a 

nationally organized rating agency. The risk ranges from minimal to none, based on the 

investment instruments Community Transit holds.  

At December 31, 2023, Community Transit investments had the following credit quality 

distribution for municipal securities with credit exposure: 
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Custodial Credit Risk: Custodial credit risk is the risk that, in the event of the failure of the 

counter-party, Community Transit will not be able to recover the value of its investments or 

collateral securities that are in the possession of an outside party. According to Community 

Transit’s investment policy, all security transactions are settled on a delivery versus payment 

basis. This means that payment is made simultaneously with the receipt of the securities to the 

safekeeping bank. Therefore, custodial credit risk for Community Transit’s investments is 

minimal. 

Investments in Local Government Investment Pool (LGIP) 

Community Transit is a voluntary participant in the Local Government Investment Pool (LGIP), 

an external investment pool operated by the Washington State Treasurer. The pool is not rated 

and not registered with the Securities and Exchange Commission (SEC). Rather, oversight is 

provided by the State Finance Committee in accordance with RCW 43.250. Investments in the 

LGIP are reported at amortized cost, which is the same as the value of the pool per share. The 

LGIP does not impose any restrictions on participant withdrawals. 

The Office of the State Treasurer prepares a stand-alone financial report for the pool. A copy of 

the report is available from the Office of the State Treasurer, PO Box 40200, Olympia, 

Washington 98504-0200, online at www.tre.wa.gov.  

Investments Measured at Fair Value 

Community Transit measures and reports investments at fair value using the valuation input 

hierarchy established by generally accepted accounting principles as follows: 

 Level 1: Quoted prices in active markets for identical assets. 

 Level 2: Quoted market prices for similar assets or other observable inputs. 

 Level 3: Unobservable inputs for an asset. 

As of December 31, 2023, Community Transit held $48,858,398 in U.S. Treasury obligations, 

$116,412,192 in U.S. Federal agency bonds, and $27,468,522 in municipal bonds that were 

valued by a pricing service that uses a matrix pricing model (Level 2 inputs). 
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Note 12: Leases  

Community Transit entered into agreement to lease a limited license for temporary use of 

Unleased space with BPP Pacific Industrial WA Reit Owner 1 LLC, a Delaware limited liability 

company for 21 months, commencing in June 2020 and terminated in February 2022. In June of 

2021 a first amendment was signed and approved to extend the term for another year, 

commencing as of March 1, 2022(the “Extended Term Commencement Date”), expiring on 

February 28, 2023. In March of 2023 a second amendment was signed and approved to extend 

the term for another six months, commencing as of March 1, 2023(the “Extended Term 

Commencement Date”), expiring on August 31, 2023. Under the extended term of the limited 

license for temporary use of space, Community Transit pays a monthly fee of $10,800. For the 

year ended December 31, 2023, this lease is based on a fixed payment and does not have 

variable payment components. 

 

On December 31, 2023, Community Transit has recognized a right to use asset of $386,955 and 

a lease liability of $386,955 related to this agreement. The right to use lease asset is amortized 

on a straight-line basis over the term of the lease. On August 31, 2023, Community Transit 

recorded $83,387 in amortization expense and $1,199 in interest expense for the right of use 

the temporary space. The lease contract was ended on August 31, 2023, and therefore the 

ending balances for lease asset, liability and amortization expenses were zero. The lease 

contract does not provide information about the discount rate implicit in the lease. Therefore, 

the agency has elected to use a discount rate of 8 percent based on the Federal Reserve Bank 

prime loan rate relative to the length of the lease term. 

 

The table below shows the amount of lease asset and the related accumulated amortization for 

the year ending December 31, 2023. The lease threshold was $100,000 for 2023. 

 

 
 

As of December 31, 2023, the principal and interest requirements to maturity is as follows: 

 

 

 Beg Bal.  Increases Decreases End Bal.

Leased Equip 323,152.42$           63,802.08$            386,954.50$     -$                      

Total 323,152.42$           63,802.08$            386,954.50$     -$                      

Accum Amor. 

Leased Equip 303,567.43$           83,387.07$            386,954.50$     -$                      

Total 303,567.43$           83,387.07$            386,954.50$     -$                      

Year Ended 

December 31 Principal Interest 

2023 85,201.25$         1,198.75$             
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Statistical Section 
 
 

 
This section of the annual comprehensive financial report presents statistical information that 
will assist in the understanding of the financial statements, notes to the financial statements, 
and required supplementary information in order to assess the financial condition of 
Community Transit. 
 

Financial Trends:  schedules contain trend information to assist the reader in 
understanding how the PTBA’s financial performance has changed over time. 
 Net Position, Ten-Year Comparison .................................................................................. 80 
 Change in Net Position, Ten-Year Comparison ................................................................. 81 
 Expenses, Ten-Year Comparison ....................................................................................... 83 

Revenue Capacity:  schedules contain information to aid the reader in assessing the 
PTBA’s revenue sources. 
 Revenues, Ten-Year Comparison ...................................................................................... 85 
 Retail Taxable Sales, Ten-Year Comparison ...................................................................... 87 
 Snohomish County Overlapping Sales Tax Rates, Ten-Year Comparison ......................... 89 

Debt Capacity:  schedules contain information to assist the reader in understanding the 
PTBA’s debt obligations. 
 Bond Coverage, 2004, 2010 and 2017 Bond Issues, Last Ten Fiscal Years ....................... 90 
 Snohomish County Assessed Valuation, Ten-Year Comparison ....................................... 91 
 Outstanding Debt by Type, Ten-Year Comparison ........................................................... 92 
 Legal Debt Margin Information, Ten-Year Comparison .................................................... 93 

Demographic and Economic Information:  schedules reflect demographic and 
economic data to aid the reader in understanding the environment within which the 
PTBA’s activities occur. 
 Snohomish County Demographic and Economic Statistics, Ten-Year Comparison ......... 95 
 Snohomish County Principal Employers,  
 Fiscal Years Ending December 31, 2023 and 2014 ............................................... 96 
 Snohomish County Population Demographics Statistics, Ten-Year Comparison ............. 97 

Operating Information:  schedules contain information to assist the reader in 
understanding how the data within the PTBA’s financial report relates to the services 
and activities it performs. 
 Snohomish County Public Transportation Benefit Area Map ........................................... 98 
 Service Statistical Data, Ten-Year Comparison ................................................................. 99 
 Ridership, Ten-Year Comparison .................................................................................... 100 
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 MISSION
We help people get from where they are to 
where they want to be.

  CORE VALUES
Accountability
We hold ourselves and each other 
accountable and we encourage and 
support each other when needed.

Diversity, Equity & 
Inclusion 
We align our policies, practices and 
resources so everyone has genuine 
opportunities to fully participate 
and thrive.

Initiative
We consistently look for 
opportunities to go beyond the 
status quo and are committed to 
ongoing learning and development.

Integrity 
We believe in always doing the 
right thing for the right reasons and 
being honest with each other so 
that we may continue to build and 
maintain trust.

Mutual Respect 
We respect, value and celebrate 
each other and our customers as 
unique individuals with equal worth.

Service-Focused 
All that we do is in service to our 
community, our customers and 
each other.

Teamwork
We believe in the power of 
collaboration to harness the true 
potential of our collective team.

VISION
Travel made easy for all.

OUR
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