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June 23, 2003

Board of Directors and
Executive Director/CEO

Clark County PTBA

PO Box 2529

Vancouver, WA 98668-2529

Transmitted herewith is the Comprehensive Annual Financial Report (CAFR) of the Clark
County Public Transportation Benefit Area (PTBA) for the fiscal year ended December 31,
2002. Responsibility for both the accuracy of the data and the completeness and fairness of
the presentation, including all disclosures, rests with the PTBA. In order to meet this
responsibility, management of the PTBA has established a comprehensive internal control
framework that is designed both to protect the government’s assets from loss, theft, or
misuse and to compile sufficient, reliable information for the preparation of the PTBA’s
financial statements in conformity with Generally Accepted Accounting Principles (GAAP).
Because the cost of internal controls should not outweigh their benefits, the PTBA’s
comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free of material
misstatements. To the best of my knowledge and belief, the financial statements are
accurate in all material respects and are reported in a manner designed to fairly present the
financial position and the results of operations of the PTBA. All disclosures necessary to
enable the reader to gain an understanding of the PTBA’s financial activities have been
included.

The CAFR is presented in three sections:

1) Introductory Section includes this transmittal letter, 2001 Certificate of
Achievement for Excellence in Financial Reporting, the PTBA'’s organizational
chart, and a directory of the principal officials of the agency;

2) Financial Section includes the auditor’s report on the financial statements,
management’s discussion and analysis (MD&A), and the financial statements
with accompanying notes; and

3) Statistical Section includes selected summarized financial and operating data

relating to the PTBA on a multi-year basis, as well as information relating to the
retail sales activity and demographics of Clark County.
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This CAFR was prepared under the guidelines of Government Accounting Standards Board
(GASB) Statement Number 34 which provides, among other requirements, for a statement
of net assets. The MD&A on page 20 provides an overview of the financial statements.

The PTBA’s financial statements have been audited by the Office of the State Auditor of the
State of Washington. The goal of the independent audit was to provide a reasonable
assurance that the financial statements of the PTBA for the fiscal year ended December 31,
2002, are free of material misstatements. The independent audit involved examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements;
assessing the accounting principles used in the significant estimates made by
management; and evaluating the overall financial statement presentation. Based upon the
audit, the independent auditor concluded there was a reasonable basis for rendering an
unqualified opinion that the PTBA'’s financial statements for the fiscal year ended
December 31, 2002, are fairly presented in conformity with GAAP. The State Auditor’s
Report is presented on page 19 of this report. The independent audit of the financial
statements of the PTBA was part of a broader, federally mandated single audit designed to
meet the special needs of the federal grantor agency, the Federal Transit Administration
(FTA) of the U.S. Department of Transportation. The standards governing single audit
engagements require the independent auditor to report not only on the fair presentation of
the financial statements but also on the audited government’s internal controls in
compliance with legal requirements, with special emphasis on internal controls and legal
requirements involving the administration of federal awards. These reports are available in
the PTBA’s separate Single Audit Report.

PROFILE OF THE PTBA

Clark County PTBA is a transportation authority organized pursuant to Chapter 36.57A of
the Revised Code of Washington. Clark County PTBA’s taxing authority was granted by the
voters in the general election of 1980. The PTBA commenced operating a public trans-
portation system January 1, 1981, by first assuming the employees and equipment from the
City of Vancouver’s Transit System, and later expanding service throughout Clark County
and into the Portland, Oregon, area.

The PTBA utilizes a fleet of 110 vehicles to provide fixed route service on 406.8 route miles.

In 1981 the PTBA began funding demand response services for persons with disabilities in
the form of a dial-a-ride system. Since then, the service has transitioned into a directly
provided demand response service and uses 50 vehicles for this service.

In 1988 the PTBA began to provide vanpool service. This is utilized by prearranged groups
of residents who have the same trip destination and travel in vans provided by the PTBA.
The riders provide a driver and pay a monthly fare. A maximum of nine vehicles were
leased during 2002 to provide this service.

The PTBA is governed by a Board of Directors whose membership is drawn from elected
officials from the local general purpose governments. See Note 1A, page 33, for further
details of its governing structure. The PTBA has separate legal standing from other local
governments and is also fiscally independent of them.
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The PTBA'’s operation is accounted for under a single enterprise fund which uses the same
accrual accounting method as private enterprise. Under revenue recognition and matching
principles of the accrual accounting method, revenues are recorded when earned, and
expenses are recorded as soon as they result in liabilities for benefits provided. Note 1, on
page 33, provides further details of accounting policies.

FACTORS AFFECTING FINANCIAL CONDITION
Local Economy

Clark County is part of the four-county Portland, Oregon — Vancouver, Washington
urbanized area (UZA). The 2000 census population of this UZA was 1,583,138, and itis the
23rd largest urbanized area in the United States. This is an increase of 35.1 percent since
the 1990 census. Clark County had a population of 345,238 at the time of the census, and it
is now estimated to be 363,400.

In common with the rest of the state of Washington and the Portland region, employment
levels continued to decline in 2002. Slow sales in the computer industry have caused more
layoffs in area manufacturers and suppliers. This has resulted in the commercial vacancy
rate rising to 15 percent.

With the availability of vacant as well as new facilities, the Columbia River Economic
Development Council has reported twice the normal level of prospects considering Clark
County locations. Although some of this increased level of interest may be business
shopping for the best incentives to locate in a given area, the availability of a work force
may also be an attractor. Currently, most of the 60,000 residents who commute to Portland
jobs would rather work in Washington and avoid the Oregon taxes and increasing
congestion on the river crossing.

Housing and retail have been the only bright spots. Many major retailers have added or
announced new locations in Clark County.

The PTBA’s main source of revenue is sales tax, which also serves as an economic
barometer. During 2002, retail sales grew at a rate slightly less than inflation. The various
business categories which collect a sales tax may be summarized into five categories. The
following table shows the growth rate during 2002 and the percent of the total of each

category.
Percent of Growth Percent of Total Retail Sales
2002 Compared to 2001 Year 2002
. R
Services 4.5% Busin ess 11% Services 27%
Construction 5.5
Consumer Durables 2.2 Consumer Non -

0,
Consumer Non-Durables  -5.3 Durables  24%

Consumer
Durables 14%

Constr uction
24%

Business -7.5

Total 2.7%
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Long-term Financial Planning

Upon passage of Initiative 695 (I1-695) in the November 1999 general election, the PTBA
developed a ten-year service and financial plan. This plan took into account the fact that
[-695 repealed the motor vehicle excise tax (MVET) which was half of the PTBA’s tax
support (40 percent of its revenue). With less revenue, there was less need for future
capital purchases. Those capital reserves (along with FTA grant funds to the maximum
extent possible) were reprogrammed into maintaining service levels. These funds would
thus provide the ability to maintain service levels after an initial service reduction in July
2000. By so doing, a decision on replacement funding or additional service reductions could
be deferred for a period of time in order to determine whether the Washington State
legislature would develop a transportation funding package which would replace some of
the losses from the repeal of MVET. When the plan was developed, it was projected that
with minimal capital activity and a continued reasonable economic level, current service
levels could be maintained until the beginning of 2009. The ability to operate at current
service levels until then is predicated on receiving the revenue projected, controlling
expenses, maintaining service levels to the levels projected, and limiting capital purchases
to essential replacement only.

The following table shows adherence to the plan for 2002.

Actual Changes to Reserves Compared to the Service & Financial Plan:

Cash & Investments Net of Liabilities December 31, 2001 $71,724,705
2002 Activity:
Planned Reserve Use in 2002 (1,025,412)
Operating Revenues Less Than Planned (4,541,416)
Operating Expenses Less Than Planned 1,306,865
Capital Grants Less Than Planned (2,472,409)
Capital Purchases Less Than Planned 2,672,730
Actual Change to Reserves in 2002 (4,059,642)
Cash & Investments Net of Liabilities December 31, 2002 67,665,063
Deferred Capital (2,600,000)
Net Cash & Investments Available For Future Plan Years at December 31, 2002 65,065,063
Less Planned Balance at December 31, 2002 (68,385,143)
Net Variance at December 31, 2002 $ (3,320,080)

Composition of Cash & Investments Net of Liabilities December 31, 2002:

Current Assets:

Cash & Cash Equivalents $50,485,294

Investments 7,071,250
Noncurrent Assets:

Investments 15,173,438
Total Cash & Investments 72,729,982
Less Total Liabilities (5,064,919)
Cash & Investments Net of Liabilities December 31, 2002 $ 67,665,063
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As shown, most of the variance at December 31, 2002, is the result of receiving less
revenue than planned. The following table shows the variance by type of revenue and the

cause:
2002 2002
Actual Planned Variance Cause

Operating Revenue $ 3,707,585 $ 3,593,413 $114,172 Higher than planned fares
Lower interest

Interest Income 2,156,009 3,556,956 (1,400,947) rates-matured notes
Lower retail sales

Sales Tax 11,939,105 12,784,395 (845,290)  from business slowdown

Federal Assistance 3,027,319 3,015,782 11,537 Appropriations higher
No state funds

State Assistance 0 2,471,000 (2,471,000) appropriated

Other 50,112 0 50,112

Total Revenue $20,880,130 $25,421,546  $(4,541,416)

With the projection that lower revenue will be the norm in the next few years, staff and the
Board of Directors, under the auspices of strategic planning efforts, updated the plan and
found the following points:

« Thereis a need to maintain a reserve balance of $17 million, including $6 million for
cash flow, $3 million for self-insurance, and $9 million for vehicle replacement.

« Thelower revenues and capital projects will consume the other reserves by 2005 or
four years earlier than previously planned.

« Anincrease in sales tax of 0.3 percent would cost the average household $34 per
year based on average household spending on taxable items.

« Since itbecame apparentin 1999 that MVET income would be eliminated, the PTBA
has reduced expenses by $14.5 million and has generated an additional $1.5 million
in operating revenue.

+ Using a high degree of public involvement, the PTBA needs to develop a 20-year
plan which could serve as the basis of a funding election in 2004.

« Surveys show there is local support for transit.
a. Ninety percent of residents support transit in the community.
b. Transit is important (94%); more is needed.
c. Transit’s existence supports basic rights of citizens.
d. Eighty-three percent agree public transit is vital to region’s growth and future.
e. Service needs to be reformed to make it more useable and effective.
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f. Sixty percent are likely to support an increase of the sales tax to maintain
service levels; thirty percent believe service should be decreased to balance the
budget.

« The only viable option the legislature has provided to make up for the loss of MVET
is an increase in the sales tax.

« Anincrease of 0.3 percent to a total of 0.6 percent would maintain current service
levels. An additional 0.3 percent would permit future expansion to fund unmet
needs.

« Although a sales tax increase would be expected to be a negative for the local
economy since there is no sales tax across the river in Oregon, past sales tax
increases have not resulted in a decline in retail sales.

During 2002, C-TRAN’s strategic planning process continued to build on the foundation laid
in 2001. Five key focus areas — community, customers, employees, quality, and resources
— anchored employee-based teams. C-TRAN resources became more focused on
achieving goals targeted to achieve financial integrity, improve public support, become
integral to regional plans, and involve employees in the process. Results achieved during
2002 include: increased ridership, increased fixed route efficiency, implemented cost saving
initiatives, grant funding for an innovative service project, and a vanpool study, reduced lost
work days, increased overall employee satisfaction, implemented ridership retention
initiatives, communications training for employees, and an implemented paratransit
eligibility process.

Throughout the year, C-TRAN actively sought to engage key stakeholders, gathering
information needed to make business decisions. Stakeholder activity during the year
included: Community Report Card Survey, Customer Satisfaction Survey, 52 Stakeholder
Interviews, Focus Group meetings targeting non-riders, Budget/Public Perception study,
and the Origin/Destination study. All of this input was presented to the Board of Directors,
giving them a solid foundation on which to base budget and policy direction for 2003.

Performance Indicators
Given the magnitude of changes which have occurred in the last three years, this section
will discuss the impact on a variety of measurements. In summary, the major impacts have

been:

* The loss of half of the tax support (40 percent of revenue) through the enactment of
[-695 and subsequent legislative action,

* The imposition of a fare increase in 2000 and 2001 after more than a decade of
stable fares,
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* An approximate 17 percent service reduction in mid-2000 which, coupled with the
fare increases, resulted in decreased ridership, and

* Anincrease in unemployment and other recessionary factors which resulted in less
economic activity and utilization of transit services.

Three-year summary graphs are provided for fixed route and demand response services.
The first two graphs display passengers per service hour as compared to total passengers.

26

Fixed Route

24 |
24 |
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6,800,000
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As shown, fixed route ridership and passengers per service hour declined given the fare
increases and service reductions. In 2002, ridership began to recover. The increase in
passengers per service hour means service is being deployed more efficiently. Demand
response ridership decreased as a result of the service reduction which, for this mode, was
related to the time of day and the area of the county that service was available. As more
individuals were certified as eligible, it began to increase. Due to improved scheduling,

passengers per service hour increased in 2001 and held relatively constant in 2002.
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The next two graphs compare operating revenue per passenger and operating revenue.
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Increased operating revenue in fixed route service was due to the increase in subscription
services.
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The next two graphs compare operating expenses and operating income as a percent of
expenses.

Expenses exclude cost of service contracted to Fixed Route
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In 2002, expenses grew as a result of the first two fatal accidents in the PTBA’s history and
as a result of the development of the PTBA’s Strategic Plan.
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The next two graphs compare the total hours of service compared to cost per hour.
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Fixed route hours of service increased slightly as a result of adding additional commuter
trips to alleviate overcrowding and of adjusting scheduled running time to account for
increased congestion. Due to the additional expenses described above, the cost per hour
increased by almost 9 percent. Demand response hours initially decreased due to the
service reduction, but because of the increase in people who qualify for service pursuant to
the Americans with Disabilities Act (ADA), hours of service continue to trend up. The cost
per hour for demand response service is growing faster than the rate of inflation as the
vehicle fleet ages and requires more maintenance.
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The next two graphs compare annual passengers and cost per passenger.
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Fixed route cost per passenger increases resulted from the two fatal accidents plus the
development of the PTBA'’s Strategic Plan. The cost per passenger increased from $3.04 in
2001 to $3.21 in 2002. Demand response cost per passenger increased from $22.40 in

2001 to $23.39 in 2002 due to the additional cost of maintaining an aging fleet.
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Discussion of Financial Changes

The following table sets forth, for the periods indicated, the percentage relationship to total
operating expenses of certain items from the Statement of Revenues, Expenses and
Changes in Net Assets. Also, data on the percent of operating expenses by mode is

provided.

OPERATING REVENUE

Passenger Fares
Other Transit Revenue

TOTAL OPERATING REVENUE

OPERATING EXPENSES

Transit Services
Maintenance
Administration
Depreciation

TOTAL OPERATING EXPENSES
OPERATING LOSS

NON-OPERATING REVENUES (EXPENSES)

Sales Tax

Motor Vehicle Excise Tax
Interest Income

Commute Reduction Grants
State Assistance

Contributions to Road Projects
Federal Assistance

Gain on the Sale of Fixed Assets

TOTAL NON-OPERATING REVENUES (EXPENSES)

NET INCOME
Capital Grants

CHANGE IN NET ASSETS

OPERATING EXPENSES BY MODE:

Fixed Route
Demand Response
Vanpool

Rideshare

TOTAL OPERATING EXPENSES

YEARS ENDED

Dec. 31,2002 Dec. 31,2001 Dec. 31, 2000
13.1% 13.5% 12.4%
0.4 0.2 0.0
13.5% 13.7% 12.4%
47.8% 48.5% 47.8%

215 21.9 23.8
22.2 16.6 16.6
8.5 13.0 11.8
100.0% 100.0% 100.0%
86.5% 86.3% 87.6%
43.5% 45.2% 45.4%
0.0 0.0 27.5
7.9 16.1 20.5
0.2 0.3 0.1
0.0 0.0 18.7
(0.1) 0.0 (0.4)
11.0 115 0.0
0.0 0.0 0.1
62.5% 73.1% 111.9%
(24.0)% (13.2)% 24.3%
1.9 15.3 25
(22.1)% 1% 26.8%
YEARS ENDED
Dec. 31,2002 Dec. 31,2001 Dec. 31, 2000
82.5% 81.1% 82.8%
16.3 17.4 15.7
0.6 0.8 1.0
100.0% 100.0% 100.0%
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Cash Management

Available cash was invested during the year in demand deposits, U.S. Treasury Notes, and
with the Washington State Treasurer’s Local Government Investment Pool. The return on
investments during the year was 2.9 percent. This return was a decrease from the 5.7
percent return of 2001 and was a result of the sharp decrease in interest rates which were
not offset by the increase in market value of the treasury notes as many of the high interest
rate Treasury Notes matured during the year. All deposits are protected by collateral held
on behalf of the Washington Public Deposit Protection Commission. The operating rules of
the Washington State Treasurer’'s Local Government Investment Pool require the full
collateralization of all repurchase agreements and deposits.

The use of intermediate term Treasury Notes permitted the PTBA to earn a higher rate of
return without an increase in risk, as the PTBA intends to hold all investments until maturity.
A laddered portfolio strategy was employed. At year-end 2002, 69 percent of investments
were available on a daily basis, 16 percent have an original maturity (when purchased) of
two years or less, 13 percent have an original maturity of five years, and 2 percent have an
original maturity of ten years. The weighted average maturity of the portfolio at
December 31, 2002, was five months or, excluding the pooled investments, 16 months.

Asset Replacement

A large portion of the original cost of the PTBA’s assets was provided by capital grants from
the FTA. Recognizing that federal support for mass transit as a percent of costs is declining,
especially for the replacement of assets, the Board of Directors approved the designation of
investments to accumulate funds for the replacement of assets while such assets are still in
service. An allocation of interest on the balance in the account is also added. In 2002,
$857,090 in interest income was earned. At December 31, 2002, the account received 47
percent of the accumulated depreciation and had approximately 37 percent of the current
replacement cost of assets. The account was funded at $30,063,344 on December 31,
2002.

Risk Management

The PTBA maintains a $15,000,000 excess liability insurance policy which affords coverage
for claims in excess of $2,000,000. All other risks arising from vehicle accidents are
retained by the PTBA. Total casualty and liability costs of $1,633,326 were more than the
prior year as a result of two fatal accidents. The Board of Directors has authorized the des-
ignation of $3,000,000 of investments for retained risks.

The PTBA’s fleet of vehicles is insured for nonliability claims with a deductible of $60,000
per occurrence. Facilities are insured against all perils for their estimated replacement cost.

The PTBA also retains all liability for unemployment compensation claims as administered
by the Washington State Employment Security Department. Workers’ compensation claims
are insured with the Washington State Department of Labor and Industries.
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AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achieve-
ment for Excellence in Financial Reporting to the PTBA for its Comprehensive Annual
Financial Report for the fiscal year ended December 31, 2001. This was the fourteenth
continuous year the PTBA has received this prestigious award. In order to be awarded a
Certificate of Achievement, the PTBA published an easily readable and efficiently organized
comprehensive annual report. This report satisfied both generally accepted accounting
principles and applicable legal requirements. A Certificate of Achievement is valid for a
period of one year only. | believe our current Comprehensive Annual Financial Report con-
tinues to meet the Certificate of Achievement Program’s requirements and will submit it to
the GFOA to determine its eligibility for another certificate.

It takes a great variety of skills to provide the quality of services for which the PTBA is
known. The preparation of the Comprehensive Annual Financial Report on a timely basis
was made possible by the dedicated service of the entire staff of the Administration
Department throughout the year, to whom | express appreciation for their efforts.

Special appreciation is also extended to the Office of State Auditor which provided a timely
audit and opinion so this Comprehensive Annual Financial Report could be submitted to the
GFOA for its review and evaluation in accordance with that organization’s program.

Finally, special appreciation is expressed to the Board of Directors and the Executive
Director/CEO without whose leadership and support the preparation of this report would not
have been possible.

Sincerely,

Clark County PTBA

Frederick W. Bateman, Director

Finance & Administration
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Certificate of
Achievement
for Excellence
in Financial
Reporting
Presented to

Clark County Public

Transportation Benefit
Area Authority, Washington

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2001

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

oy

President

B 5o

Executive Director
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CLARK COUNTY PUBLIC TRANSPORTATION BENEFIT AREA
DIRECTORY OF OFFICIALS

Board Member Affiliation Term Expires
Elizabeth Cerveny La Center Mayor 2 yrs. 12/31/03
Bill Ganley Battle Ground City Council 3 yrs. 12/31/02
Helen Gerde Camas City Council 3 yrs. 12/31/02
Jeanne Harris Vancouver City Council 3 yrs. 02/28/03
(Vice Chair-2002)

Betty Sue Morris Clark County Commissioner 4 yrs. 12/31/04
Royce Pollard Vancouver Mayor 1yr. 02/28/03
Craig Pridemore Clark County Commissioner 4 yrs. 12/31/02
(Chair-2002)

Judie Stanton Clark County Commissioner 4 yrs. 12/31/04
Dan Tonkovich Vancouver City Council 1yr. 02/28/03
APPOINTED

Executive Director/CEO Lynne Griffith
Executive Assistant/Clerk of the Board June Berry

Director, Community Services & Planning Gail Spolar

Director, Finance & Administration Frederick W. Bateman
Director, Human Resources Arlene S. Doern
Director, Maintenance John Hoefs

Director, Development & Technology Dale Miller

Director, Transit Services Lynn Halsey

Legal Counsel Steve Horenstein

MAILING ADDRESS
Clark County PTBA, PO Box 2529, Vancouver, Washington 98668-2529

Mr. Steve Horenstein, Legal Counsel, Miller Nash
PO Box 694, Vancouver, Washington 98666-0694
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PO Box 40021 FAX (360) 753-0646

Olympia, Washington 98504-0021 Brian S onntag TDD Relay 1-800-833-6388
http:/ /www.wa.gov/sao/

INDEPENDENT AUDITOR’S REPORT
June 20, 2003

Chair of the Board and District Management

Clark County Public Transportation Benefit Area Authority
P.O. Box 2529

Vancouver, Washington 98668-2529

We have audited the accompanying financial statements of the Clark County Public Transportation Benefit Area Authority, in Clark
County, Washington, as of and for the years ending December 31, 2002 and 2001, as listed in the table of contents. These finan-
cial statements are the responsibility of the Authority's management. Our responsibility is to express an opinion on these finan-
cial statements based on our audit.

We conducted our financial audit in accordance with governmental auditing standards generally accepted in the United States of
America, issued by the Comptroller General of the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Our audit was performed pursuant to the Revised Code of Washington 43.09.260, under which a full report on the results of this
audit will be issued. This report may include findings and recommendations on compliance matters, internal control procedures,
and questionable costs or contingencies that would not be material in relation to the financial statements taken as a whole.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Clark
County Public Transportation Benefit Area Authority, in Clark, Washington, as of December 31, 2002 and 2001, and the changes in
financial position and cash flows, where applicable, thereof, for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards in the United States of America, we will also issue our report on our
consideration of the Authority's internal control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

The management's discussion and analysis information on pages 20 through 27, is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquires of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
accompanying introductory section, pages 1 through 17; and statistical tables, pages 49 through 60; are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The introductory section and the statistical tables
have not been subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Sincerely,

BRIAN SONNTAG, CGFM
STATE AUDITOR
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CLARK COUNTY PTBA

Management Discussion and Analysis

This section of the Clark County Public Transportation Benefit Area (PTBA)
Comprehensive Annual Financial Report (CAFR) presents management’s overview and
analysis of the PTBA'’s financial performance for the fiscal year ended December 31,
2002. This section should be read in conjunction with the financial statements which
follow this section.

Financial Highlights

« The assets of the PTBA exceeded its liabilities at December 31, 2002, by
$106,761,819. Of this amount, $71,428,623 may be used to meet the PTBA’s
ongoing obligation to provide services to the public and meet future obligations of
creditors.

« The PTBA’s total net assets decreased by $6,082,597. Capital grants of
$511,383 partially offset a net loss of $6,593,980.

 The PTBA remained free of long-term debt during the period.
Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the PTBA’s
basic financial statements. The notes to the financial statements also contain more
detail on some of the information presented in the financial statements. The financial
statements of the PTBA report information about the PTBA using accounting methods
similar to those used by private sector companies. These statements offer short- and
long-term financial information about its activities. The Statement of Net Assets
presents information on all of the PTBA’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases and decreases in net
assets may serve as a useful indicator of whether the financial position of the PTBA is
improving or deteriorating. The Statement of Revenues, Expenses and Changes in Net
Assets presents information showing how the PTBA’s net assets changed during the
fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are recorded in this statement for some items that will only
result in cash flows in future fiscal periods (for example, sales tax collected by
merchants but not yet remitted to the PTBA, and earned but unused vacation leave).

The financial statements are found on pages 28 to 32 of this report.
The notes to the financial statements provide additional information that is essential to a

full understanding of the data provided within financial statements. The notes to the
financial statements are found on pages 33 to 47 of this report.
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Financial Analysis

For the year ended December 31, 2002, assets exceeded liabilities by $106,761,819.
Transit is a capital-intensive enterprise, and one-third of the net assets are invested in
capital assets. An additional 26 percent is held for replacement of the capital assets.

Following is a summary of the PTBA’s net assets.

Statement of Net Assets

Assets:
Current Assets

Other Noncurrent Assets
Capital Assets (Net)
Total Assets
Liabilities:
Current Liabilities
Noncurrent Liabilities
Total Liabilities

Net Assets:
Invested in Capital Assets
Unrestricted

Total Net Assets

The PTBA’s net assets decreased by $6,082,597 during 2002. The following summary
statement of revenues, expenses and changes in net assets shows how the $6,082,597
decrease in net assets occurred. Also shown is the change for the year ended

December 31, 2001.

Statement Of Revenues, Expenses, and Changes in Net Assets

Total Operating Revenues

Operating Expenses:
Operations
Maintenance
Administration
Depreciation
Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):
Taxes
Interest Income
Non Capital Grants
Other (Net)

Total Nonoperating Revenues (Expenses)

Net Income (Loss) Before Contributions
Capital Contributions - FTA Grants
Total Change in Net Assets

Total Net Assets, Beginning
Total Net Assets, Ending

2002

$ 61,300,594

15,192,948
35,333,196
111,826,738

3,515,923
1,548,996
5,064,919

35,333,196
71,428,623

$106,761.819

2002

3,707,585

13,135,459
5,910,307
6,082,691
2,325,653

27,454,110

(23,746,525)

11,939,105
2,156,009
3,074,572

(17,141)

17,152,545

(6,593,980)
511,383
(6,082,597)

112,844,416
$106,761,819

2001

$ 65,883,043

14,658,677
36,675,761
117,217,481

3,843,637
529,428
4,373,065

36,675,761
76,168,655

$112,844,416

2001

$ 3,605,207

12,799,189
5,763,996
4,365,379
3.437,263

26,365,827

(22,760,620)

11,912,575
4,254,252
3,107,750

(769)

19,273,808

(3,486,812)
4,027,375
540,563

112,303,853
$112,844,416
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Revenues

During 2002, revenues decreased, mainly as a result of sharply lower interest rates as
well as the use of reserves available for investment to finance operations. The following
table lists 2002 revenue compared to 2001 and the amount and percentage of increase
or decrease.

INCREASE PERCENT
2002 PERCENT 2001 (DECREASE) INCREASE
REVENUES AMOUNT OF TOTAL AMOUNT FROM 2001 (DECREASE)
Operating Revenue $ 3,707,585 17.76% $ 3,605207 $ 102,378 2.84 %
Interest Income 2,156,009 10.32 4,254,252 (2,098,243) (49.32)
Sales Tax 11,939,105 57.18 11,912,575 26,530 0.22
Commute Reduction Grants 47,253 0.23 87,514 (40,261) (46.01)
Federal Assistance 3,027,319 14.50 3,020,236 7,083 0.00
Miscellaneous 2,859 0.01 5,371 (2,512) (46.77)
TOTAL REVENUE $20,880,130 100.00% $22,885,155  $(2.005,025) (8.76) %

» Operating revenue from bus fares and coach advertising increased by just under
3 percent. This is the result of a 4 percent increase in passengers coupled with
an increase in the use of passes and other employer-sponsored programs which
are discounted to cash fares.

* The annual rate of return on investments decreased from 5.7 percent in 2001 to
2.9 percent in 2002. As well, the invested balance of reserves decreased from
$76,046,685 at December 31, 2001, to $72,692,269 at December 31, 2002.
These lower interest rates were cushioned somewhat with higher rate two- and
five-year Treasury Notes which were purchased in previous years. However,
during the year, $13,000,000 of Treasury Notes matured. These had interest
rates from 5 3/4 to 6 5/8 percent interest. These were replaced with $7,000,000
of Treasury Notes which had interest rates of 2 to 3 1/8 percent.

» As a result of the recession, which impacted the Pacific Northwest much more
severely than other areas of the country, sales tax increased by a very negligible
1/4 of 1 percent. In common with the national economy sales taxes from
business, transactions decreased; however consumer spending offset the
decrease.

» Federal assistance, which is the allocation of Federal Transit Administration
(FTA) funds which are made available to the PTBA on a formula basis, increased
slightly as a result of higher appropriations. As lower service levels, which the
PTBA currently operates, are factored into the formula program, revenue from
this source will be adversely impacted in the future.

Expenses

Expenses are most directly impacted by the number of hours of operation that the PTBA
provides. The amount of operating hours provided in 2002 compared to 2001 and the
increase and decrease in hours and percentages is shown in the following table:

Page 22
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INCREASE PERCENT

2002 PERCENT 2001 (DECREASE) INCREASE
OPERATING HOURS AMOUNT OF TOTAL AMOUNT FROM 2001 (DECREASE)
Fixed Route 271,295 78.45 % 268,051 3,244 1.21 %
Demand Response 70,945 20.51 67,301 3,644 5.41
Vanpool 3,593 1.04 4,965 (1.372) (27.63)
TOTAL OPERATING HOURS 345,833 100.00 % 340,317 5,516 1.62 %

* The fixed route 1 1/4 percent increase in operating hours is the result of adding
additional trips to some commuter routes to alleviate overcrowding as well as
adjust scheduled running time to take into account increasing congestion.

» Demand response service is provided pursuant to the Americans with Disabilities
Act (ADA). In accordance with the act, the PTBA must provide a complementary
paratransit service throughout its operating area during the same hours that the
fixed route service is provided. Operating hours generally increase with
increased passengers (which rose 3 1/3 percent during 2002 compared to 2001)
as well as increased travel times due to congestion and distance traveled.

* Vanpool hours decreased as a result of employers who have sponsored
vanpools, reducing or eliminating staffing.

Expenses by Mode

The following table shows expenses for 2002 compared to 2001 by mode of service and
the increase or decrease in expenses.

INCREASE PERCENT
2002 PERCENT 2001 (DECREASE) INCREASE
MODE AMOUNT OFTOTAL AMOUNT  FROM 2001 (DECREASE)
Fixed Route $22,638,308  82.40%  $21,385,051 $1,253,257 5.86 %
Demand Response 4,487,217  16.33 4,610,589 (123,372) (2.68)
Vanpool 166,840 0.61 198,340 (31,500) (15.88)
Rideshare 161,745 0.59 171,847 (10,102) (5.88)
Total Operating $27,454110  99.93%  $26,365,827  $1,088,283 4.13
Road Contributions 20,000 0.07 6,140 13,860 225.73
TOTAL EXPENSES $27,474110 100.00% $26,371,967  $1,102,143 418 %

» As shown, the fixed route mode constitutes over 82 percent of the expenses, and
due to an increase in operating hours, as well as cost-of-living adjustments and
claims experienced an increased cost of about 6 percent.

» Demand response expenses decreased as a result of improved scheduling
efficiency.

» Vanpool expenses decreased as a result of fewer vans and operation.
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Expenses by Department

Expenses for 2002 compared to 2001 by department are listed in the following table:

INCREASE PERCENT
2002 PERCENT 2001 (DECREASE) INCREASE
DEPARTMENT AMOUNT OF TOTAL AMOUNT FROM 2001 (DECREASE)
Operations $13,135,459 47.81% $12,799,189 $ 336,270 2.63%
Maintenance 5,910,307 21.51 5,763,996 146,311 2.54
Administration 6,102,691 22.21 4,371,519 1,731,172 39.60
Depreciation 2,325,653 8.47 3,437,263 (1,111,610) (32.34)
TOTAL EXPENSES $27,474,110 100.00% $26,371,967 $1,102,143 4.18%

» Operations increased as a result of the additional fixed route and demand
response service operated as well as cost-of-living adjustments.

* Maintenance expenses were also impacted by the amount of service provided
(miles of service increased by 1 1/2 percent in 2002 compared to 2001) as well
as cost-of-living increases.

» Administration expenses increased as a result of the first two fatal accidents in
the PTBA’s history. Expenses also experienced an increase as result of
expenses related to development of the PTBA’s strategic plan, studying the
existing services in order to determine how efficiency improvement could be
obtained, and surveying the public concerning their opinion towards public transit
services.

* Depreciation decreased as a result of assets reaching the end of their useful life.
As the PTBA begins a major vehicle replacement program, depreciation expense
will begin to increase as these new vehicles are placed into service.

Expenses by Object

The object is the classification of expenses by type of item. Expenses for 2002
compared to 2001 by object follow:

INCREASE PERCENT
2002 PERCENT 2001 (DECREASE) INCREASE
OBJECT AMOUNT OF TOTAL AMOUNT FROM 2001 (DECREASE)
Wages $12,135,853 44.17% $11,531,973 $ 603,880 5.24%
Benefits 6,067,105 22.08 5,912,571 154,534 2.61
Services 1,695,113 6.17 1,467,842 227,271 15.48
Supplies & Materials 2,242,103 8.16 2,286,777 (44,674) (1.95)
Utilities 389,773 1.42 383,707 6,066 1.58
Casualty & Liability 1,633,326 5.95 365,057 1,268,269 347.42
Taxes 14,383 0.05 13,718 665 4.85
Transit Services 198,082 0.72 156,407 41,675 26.65
Miscellaneous 241,003 0.88 269,432 (28,429) (10.55)
Leases 531,716 1.94 547,220 (15,504) (2.83)
Depreciation 2,325,653 8.46 3.437,263 (1,111,610) (32.34)
TOTAL EXPENSES $27.474,110 100.00% $26,371,967 $1,102,143 4.18%
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» Wages increased by 5 1/4 percent over 2001 as a result of cost of living
increases, step or merit increases, and the affect of incurring a full year’s
expense for positions which were vacant during part of 2001.

* The increase in benefits is all attributable to a 16 percent increase in employee
insurance expense. The amount of this increase was $320,000; therefore, some
of the increase was offset by other lower costs, mainly a reduction in retirement
expense.

* Services increased as a result of contracts for:

a. A community report card $29,000
b. A customer satisfaction survey $21,000
c. A current route and service system study

and develop strategies to improve efficiency $37,000
d. Strategic planning activities $99,000
e. An origin-destination study to

determine travel patterns $67,000

» Casualty and liability costs increased greatly due to the first two fatal accidents in
the PTBA'’s history. One fatal accident was settled in 2002 for $310,000. The
other fatal accident was accrued based upon an estimate from the PTBA’s
attorney.

* Transit services represents the PTBA’s portion of the cost of the Tri-County
Metropolitan Transit District of Oregon (TriMet) local fixed route service between
downtown Vancouver and Jantzen Beach in Oregon. The cost to the PTBA
increased as a result of the major portion of the route miles being under
construction during the year for a light rail line for TriMet. As a result of this
construction, operating cost increased, and due to the schedule unreliability,
passengers used other routes, and thus the net operating cost which the PTBA
shares, increased.

* Depreciation decreased as a result of assets becoming fully depreciated during
the year.

Capital Assets

The PTBA'’s investment in capital assets as of December 31, 2002, amounted to
$35,333,196 net of accumulated depreciation. Capital assets consist of transit
coaches and other vehicles, buildings, equipment, transit centers, and park and ride
lots. Capital assets increased by less than one percent during the year and consist
of $1,067,009 of additions and $845,989 of retirements. In addition, depreciation
expense was recorded of $2,325,635. Major capital asset acquisitions during 2002
included the following:
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» Additions to vehicles consisted of engines and transmissions for the transit
coaches ($430,000) and one transit coach ($318,000). This coach is the first
vehicle delivered under a multi-year contract for up to 60 vehicles.

« Security cameras costing $95,000 were added to transit coaches. An additional
$44,000 was expended on maintenance and building equipment.

» Purchases as part of the Vancouver Area Smart Transportation (VAST) program
totaled $120,000. This is a multi-year, multi-jurisdictional project to deploy
technology to improve area transportation.

Additional information on the PTBA’s capital assets is in Note 5 to the financial
statements on page 40 of this report.

Economic Factors and Future Outlook

 The unemployment rate for Clark County at December 31, 2002, was 7.6
percent, the same as the beginning of the year. Recent updates indicate that the
unemployment rate is continuing at this level.

* Retail sales, which the PTBA relies on for its sales tax are expected to increase
very slowly and are very dependent on consumers continuing their purchasing
activity.

» Several state-wide transportation funding proposals have been before the state
legislature and/or the voters. None have been enacted. Several proposals have
included some funding for public transit. It is unknown if any proposal will be
enacted, and if so, the amount of funds the PTBA may receive. However, it is not
anticipated that the amount of funds would be sufficient to make up for the loss of
Motor Vehicle Excise Tax (MVET) starting in 2000 which has resulted in the
consumption of net assets to maintain service levels.

e The business plan for 2003 anticipates the expenditure of $9.8 million of net
assets to maintain the current service level. In addition, $6.2 million of
unrestricted net assets will be used to acquire capital assets of $19.3 million with
a balance of $13.1 million provided by FTA grants.

* During 2003, major efforts will be devoted to engaging the public in a 20-year
transit plan including funding options. Additional efforts will be used to deploy
innovative service to improve efficiency as well as to complete the first phase of
coach replacement and design of the 99th Street Park & Ride.
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Request for Information

This financial report is designed to provide a general overview of the PTBA'’s finances
for all those who have an interest in this agency’s finances. Questions concerning any
of the information presented in this report or requests for additional financial information
should be addressed to the Director of Finance & Administration, P. O. Box 2529,
Vancouver, WA 98668, telephone (360) 696-4494.
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CLARK COUNTY PTBA
STATEMENT OF NET ASSETS
December 31, 2002 and 2001
ASSETS 2002 2001
Current Assets:
Cash and Cash Equivalents $ 50,485,294 48,197,770
Receivables:
(Net of Allowance for Uncollectibles of $7,405 and $2,458)
Accounts 443,911 267,517
Due from Other Governments 2,046,538 2,731,484
Total Receivables 2,490,449 2,999,001
Investments 7,071,250 13,270,625
Inventories 933,196 1,070,839
Prepaid Expenses 320,405 344,808
Total Current Assets 61,300,594 65,883,043
Noncurrent Assets:
Investments 15,173,438 14,629,375
Prepaid Leases 19,510 29,302
Capital Assets:
Vehicles 28,365,860 28,382,028
Buildings 5,406,639 5,406,639
Equipment and Furnishings 5,914,318 5,610,294
Land Improvements 8,055,532 8,040,700
Land 15,248,793 15,330,460
Less Accumulated Depreciation (27,657,946) (26,094,360)
Total Capital Assets Net of Accumulated Depreciation 35,333,196 36,675,761
Total Noncurrent Assets 50,526,144 51,334,438
TOTAL ASSETS $ 111,826,738 117,217,481

The notes to the financial statements are an integral part of this statement.
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CLARK COUNTY PTBA

STATEMENT OF NET ASSETS
December 31, 2002 and 2001

LIABILITIES 2002 2001
Current Liabilities:
Accounts Payable $ 1,011,770 $ 1,369,338
Accrued Wages and Benefits 2,393,906 2,286,132
Prepaid Fares 98,946 177,609
Other Payables 11,301 10,558
Total Current Liabilities 3,515,923 3,843,637
Noncurrent Liabilities:
Provision for Uninsured Claims 1,548,996 529,428
Total Noncurrent Liabilities 1,548,996 529,428
TOTAL LIABILITIES 5,064,919 4,373,065
NET ASSETS
Invested in Capital Assets 35,333,196 36,675,761
Unrestricted 71,428,623 76,168,655
TOTAL NET ASSETS $ 106,761,819 $ 112,844,416

The notes to the financial statements are an integral part of this statement.
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CLARK COUNTY PTBA

COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
For The Fiscal Years Ended December 31, 2002 and 2001

Operating Revenues:
Passenger Fares $
Other Transit Revenue

Total Operating Revenues

Operating Expenses:
Operations
Maintenance
Administration
Depreciation

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):
Sales Tax
Interest Income
Other Nonoperating Revenues
Commute Reduction Grants
Contributions to Road Projects
Federal Assistance

Total Nonoperating Revenues 