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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Community Transit 
January 1, 2023 through December 31, 2023 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 
The results of our audit of Community Transit are summarized below in accordance with Title 2 
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 

Financial Statements 
We issued an unmodified opinion on the fair presentation of the basic financial statements in 
accordance with accounting principles generally accepted in the United States of America 
(GAAP). 

Internal Control over Financial Reporting: 

• Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

• Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the 
Transit. 

Federal Awards 
Internal Control over Major Programs: 

• Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

• Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the Transit’s compliance with requirements applicable to 
each of its major federal programs. 

We reported no findings that are required to be disclosed in accordance with 2 CFR 200.516(a). 
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Identification of Major Federal Programs 
The following programs were selected as major programs in our audit of compliance in accordance 
with the Uniform Guidance. 

ALN Program or Cluster Title 
20.500 Federal Transit Cluster - Federal Transit Capital Investment Grants 

20.507 

20.507 

Federal Transit Cluster – Federal Transit Formula Grants 

COVID-19 - Federal Transit Cluster - Federal Transit Formula Grants 

20.525 Federal Transit Cluster - State of Good Repair Grants Program 

20.526 Federal Transit Cluster - Buses and Bus Facilities Formula, 
Competitive, and Low or No Emissions Programs 

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by 
the Uniform Guidance, was $1,721,673. 

The Transit qualified as a low-risk auditee under the Uniform Guidance. 

SECTION II – FINANCIAL STATEMENT FINDINGS 
None reported. 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED 
COSTS 
None reported. 
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INDEPENDENT AUDITOR’S REPORT 

Report on Internal Control over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of Financial Statements Performed in Accordance with 
Government Auditing Standards 

Community Transit 
January 1, 2023 through December 31, 2023 

Board of Directors 
Community Transit 
Everett, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of 
Community Transit, as of and for the year ended December 31, 2023, and the related notes to the 
financial statements, which collectively comprise the Transit’s basic financial statements, and have 
issued our report thereon dated June 27, 2024.  

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING 
In planning and performing our audit of the financial statements, we considered the Transit’s 
internal control over financial reporting (internal control) as a basis for designing audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Transit’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of the Transit’s 
internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the Transit’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described above and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist 
that were not identified. 

Given these limitations, during our audit we did not identify any deficiencies in internal control 
that we consider to be material weaknesses. 

REPORT ON COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the Transit’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and 
material effect on the financial statements. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 
to be reported under Government Auditing Standards.  

PURPOSE OF THIS REPORT 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
Transit’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Transit’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. However, this 
report is a matter of public record and its distribution is not limited. It also serves to disseminate 
information to the public as a reporting tool to help citizens assess government operations. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

June 27, 2024, except as to the Schedule of Expenditures of Federal Awards, for which the date 
is September 13, 2024 
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INDEPENDENT AUDITOR’S REPORT  

Report on Compliance for Each Major Federal Program and Report on Internal 
Control over Compliance in Accordance with the Uniform Guidance 

Community Transit 
January 1, 2023 through December 31, 2023 

Board of Directors 
Community Transit 
Everett, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 
PROGRAM 
Opinion on Each Major Federal Program 

We have audited the compliance of Community Transit, with the types of compliance requirements 
identified as subject to audit in the U.S. Office of Management and Budget (OMB) Compliance 
Supplement that could have a direct and material effect on each of the Transit’s major federal 
programs for the year ended December 31, 2023. The Transit’s major federal programs are 
identified in the auditor’s results section of the accompanying Schedule of Findings and 
Questioned Costs. 

In our opinion, the Transit complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended December 31, 2023. 

Basis for Opinion on Each Major Federal Program 

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America (GAAS); the standards applicable to financial audits contained in 
Government Auditing Standards issued by the Comptroller General of the United States; and the 
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) 
are further described in the Auditor’s Responsibilities for the Audit of Compliance section of our 
report. 
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We are required to be independent of the Transit and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on 
compliance for each major federal program. Our audit does not provide a legal determination on 
the Transit’s compliance with the compliance requirements referred to above. 

Responsibilities of Management for Compliance 
Management is responsible for compliance with the requirements referred to above and for the 
design, implementation, and maintenance of effective internal control over compliance with the 
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements 
applicable to the Transit’s federal programs. 

Auditor’s Responsibilities for the Audit of Compliance 
Our objectives are to obtain reasonable assurance about whether material noncompliance with the 
compliance requirements referred to above occurred, whether due to fraud or error, and express an 
opinion on the Transit’s compliance based on our audit. Reasonable assurance is a high level of 
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS, Government Auditing Standards and the Uniform Guidance will always 
detect a material noncompliance when it exists. The risk of not detecting a material noncompliance 
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. 
Noncompliance with the compliance requirements referred to above is considered material, if there 
is a substantial likelihood that, individually or in the aggregate, it would influence the judgement 
made by a reasonable user of the report on compliance about the Transit’s compliance with the 
requirements of each major federal program as a whole.  

Performing an audit in accordance with GAAS, Government Auditing Standards and the Uniform 
Guidance includes the following responsibilities: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• Identify and assess the risks of material noncompliance, whether due to fraud or error, and 

design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the Transit’s compliance with the 
compliance requirements referred to above and performing such other procedures as we 
considered necessary in the circumstances; 

• Obtain an understanding of the Transit’s internal control over compliance relevant to the 
audit in order to design audit procedures that are appropriate in the circumstances and to 
test and report on internal control over compliance in accordance with the Uniform 
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the 
Transit’s internal control over compliance. Accordingly, no such opinion is expressed; and 
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• We are required to communicate with those charged with governance regarding, among 
other matters, the planned scope and timing of the audit and any significant deficiencies 
and material weaknesses in internal control over compliance that we identified during the 
audit. 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and corrected, on 
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, no such opinion is expressed. Our consideration of internal 
control over compliance was for the limited purpose described in the Auditor’s Responsibilities 
for the Audit of Compliance section above and was not designed to identify all deficiencies in 
internal control over compliance that might be material weaknesses or significant deficiencies in 
internal control over compliance and therefore, material weaknesses or significant deficiencies 
may exist that were not identified. 

Given these limitations, during our audit we did not identify any deficiencies in internal control 
over compliance that we consider to be material weaknesses, as defined above.  

Purpose of this Report 

The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other 
purpose. However, this report is a matter of public record and its distribution is not limited. It also  
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serves to disseminate information to the public as a reporting tool to help citizens assess 
government operations. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

September 13, 2024 
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INDEPENDENT AUDITOR’S REPORT  

Report on the Audit of the Financial Statements 

Community Transit 
January 1, 2023 through December 31, 2023 

Board of Directors 
Community Transit 
Everett, Washington 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 
Opinion 

We have audited the accompanying financial statements of Community Transit, as of and for the 
year ended December 31, 2023, and the related notes to the financial statements, which collectively 
comprise the Transit’s basic financial statements as listed in the financial section of our report. 

In our opinion, the accompanying financial statements referred to above present fairly, in all 
material respects, the financial position of Community Transit, as of December 31, 2023, and the 
changes in financial position and cash flows thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America (GAAS) and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for 
the Audit of the Financial Statements section of our report. We are required to be independent of 
the Transit and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion.  

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America, and 
for the design, implementation, and maintenance of internal control relevant to the preparation and 
fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
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In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Transit’s 
ability to continue as a going concern for twelve months beyond the financial statement date, 
including any currently known information that may raise substantial doubt shortly thereafter.  

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our  opinion. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 
Government Auditing Standards will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. Misstatements are considered material if there is a substantial 
likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements.  

Performing an audit in accordance with GAAS and Government Auditing Standards includes the 
following responsibilities: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements; 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Transit’s internal control. Accordingly, no such 
opinion is expressed;  

• Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the financial statements;  

• Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Transit’s ability to continue as a going 
concern for a reasonable period of time; and  

• Communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit. 
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Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and required supplementary information listed in the 
financial section of our report be presented to supplement the basic financial statements. Such 
information is the responsibility of management and, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic or historical context. We have applied certain limited procedures to the 
required supplementary information in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance 
on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Transit’s basic financial statements. The accompanying Schedule of 
Expenditures of Federal Awards is presented for purposes of additional analysis as required by 
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). This 
supplementary information is not a required part of the basic financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the basic financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of 
America. In our opinion, the information is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated June 27, 
2024 on our consideration of the Transit’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and 
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other matters. The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on the effectiveness of the Transit’s internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the Transit’s internal control over financial reporting and 
compliance. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

June 27, 2024, except as to the Schedule of Expenditures of Federal Awards, for which the date 
is September 13, 2024 
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FINANCIAL SECTION 

Community Transit 
January 1, 2023 through December 31, 2023 

REQUIRED SUPPLEMENTARY INFORMATION 
Management’s Discussion and Analysis – 2023 

BASIC FINANCIAL STATEMENTS 
Statement of Net Position – 2023 
Statement of Revenues, Expenses and Changes in Net Position – 2023 
Statement of Cash Flows – 2023 
Notes to Financial Statements – 2023 

REQUIRED SUPPLEMENTARY INFORMATION 
Schedule of Proportionate Share of Net Pension Liability – PERS 1, PERS 2/3 – 2023 
Schedule of Employer Contributions – PERS 1, PERS 2/3 – 2023 
Schedule of Changes in Total OPEB Liability and Related Ratios – 2023 

SUPPLEMENTARY AND OTHER INFORMATION 

Schedule of Expenditures of Federal Awards – 2023 
Notes to the Schedule of Expenditures of Federal Awards – 2023 
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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.  

Page 31



 
 

 

 

 

  

Page 32



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. 

Page 37



 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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Snohomish County Public Transportation Benefit Area 

Notes to the Schedule of Expenditures of Federal Awards 
for the Year Ended December 31, 2023 

Note 1 – Basis of Accounting  
This Schedule is prepared on the same basis of accounting as the financial statements for the Snohomish 
County Public Transportation Benefit Area (PTBA). The PTBA uses the accrual basis of accounting. 

Note 2 – Federal De Minimis Indirect Cost Rate  
The PTBA has not elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform 
Guidance. Expended amounts for operations and capital are direct costs and do not include indirect costs. 

Note 3 – Program Income 
Program Income generated by grant supported activity in 2023 was retained and used for allowable 
capital or operating expenses as permitted by FTA's Grant Management Guidelines in Circular 5010.1E 
Chapter 7. Community Transit only generates Farebox or Advertising (on buses) revenue.  In 2023, only 
Farebox Revenue was generated; there was no Advertising Revenue because there were no federal grants 
with active buses to attribute the revenue. Farebox Revenue was generated for operating projects and is 
always subtracted from the gross project cost to arrive at net eligible grant expense. During 2023, Farebox 
revenues of $776,954 were generated under the following grants: WA-2022-025 ($769,688; CFDA 
20.507) and WA-2022-036 ($7,266; CFDA 20.507). 

Note 4 – Program Costs  
The amounts shown as current year expenditures represent only the federal grant portion of the program 
costs. Entire program costs, including the PTBA’s portion, are more than shown. Such expenditures are 
recognized in the cost principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, wherein 
certain types of expenditures are not allowable or are limited as to reimbursement. 
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Office of the Washington State Auditor sao.wa.gov 

ABOUT THE STATE AUDITOR’S OFFICE 
The State Auditor’s Office is established in the Washington State Constitution and is part of the 
executive branch of state government. The State Auditor is elected by the people of Washington 
and serves four-year terms. 

We work with state agencies, local governments and the public to achieve our vision of increasing 
trust in government by helping governments work better and deliver higher value. 

In fulfilling our mission to provide citizens with independent and transparent examinations of how 
state and local governments use public funds, we hold ourselves to those same standards by 
continually improving our audit quality and operational efficiency, and by developing highly 
engaged and committed employees. 

As an agency, the State Auditor’s Office has the independence necessary to objectively perform 
audits, attestation engagements and investigations. Our work is designed to comply with 
professional standards as well as to satisfy the requirements of federal, state and local laws. The 
Office also has an extensive quality control program and undergoes regular external peer review 
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity. 

Our audits look at financial information and compliance with federal, state and local laws for all 
local governments, including schools, and all state agencies, including institutions of higher 
education. In addition, we conduct performance audits and cybersecurity audits of state agencies 
and local governments, as well as state whistleblower, fraud and citizen hotline investigations. 

The results of our work are available to everyone through the more than 2,000 reports we publish 
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other 
information via an email subscription service and social media channels. 

We take our role as partners in accountability seriously. The Office provides training and technical 
assistance to governments both directly and through partnerships with other governmental support 
organizations. 

Stay connected at sao.wa.gov 

• Find your audit team 
• Request public records 
• Search BARS Manuals (GAAP and 

cash), and find reporting templates 
• Learn about our training workshops  

and on-demand videos 
• Discover which governments serve you 

— enter an address on our map 
• Explore public financial data  

with the Financial Intelligence Tool 

Other ways to stay in touch 

• Main telephone:  
(564) 999-0950 

• Toll-free Citizen Hotline:  
(866) 902-3900 

• Email: 
webmaster@sao.wa.gov 
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