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MANAGEMENT’S DISCUSSION ON SUBAREA EQUITY  
For the year ending December 31, 2003 

Management’s Discussion on Subarea Equity (“MDSE”) presents a narrative overview and analysis of the 
agency’s financial activities by subarea for the year ended December 31, 2003. This discussion is 
intended to assist readers of the schedule in focusing on significant financial activities and issues and to 
identify any significant changes. As this information is presented in summary form, it should be read in 
conjunction with the Schedule of Subarea Equity as a whole and Sound Transit’s audited financial 
statements. 

Central Puget Sound Regional Transit Authority, a public corporation acting under the service name of 
Sound Transit, is a regional transit authority implementing and providing a high-capacity transportation 
system throughout parts of King, Pierce and Snohomish counties through commuter rail (“Sounder”),  
light rail (“Link”) and a regional express bus system (“Regional Express”). The implementation of the 
initial phase of the voter-approved regional transportation system (“Sound Move”) is scheduled for a 13-
year period, ending in 2009.  

The agency is seven years into this initial phase and its activities to-date have been concentrated on 
implementing service in all three lines of business and on the design, environmental review and initial 
construction of Sound Transit’s capital projects. With the award of the Full Funding Grant Agreement in 
October, 2003 and the execution of the agreement with Burlington Northern Santa Fe Railroad (BNSF)  
for the Seattle-to-Everett and Lakewood-to-Tacoma segments in December, 2003, the agency is moving 
fully into construction in all three lines of business, with construction spending expected to peak from 2004  
to 2007. 

The concept of subarea equity is an integral part of the Sound Move plan approved by the voters in 1996 
and requires that subarea equity be achieved by the completion of Phase 1. The Sound Move plan included 
Appendix A: Detailed Description of Facilities and Costs that defined subarea equity through programming 
projects and services. Sound Move Appendix B: Financial Policies defines the requirements of subarea 
equity through implementation, monitoring and adjustment policies. As required in Appendix B, the agency 
has implemented an accounting system that details transactions and facilitates reporting of what has been 
earned and spent in each subarea and is the basis for the Schedule of Subarea Equity. The annual Report 
on Subarea Equity ensures that this system is in place. 

Since 1998, Sound Transit has produced the Schedule of Subarea Equity and related notes. As part of the 
annual engagement with KPMG, LLP, an examination based on agreed-upon procedures has been 
performed, with results reported to the Board’s Audit and Reporting Subcommittee. To-date, there have been 
no significant reported issues with the schedules or notes. Past reports are available on Sound Transit’s web site. 

Sound Transit’s financial statements have reflected a growth in operating revenues and expenses each 
year, as well as growth in capital projects in progress, and property, vehicles and equipment. As the 
agency has not reached its full service levels and has not yet entered construction on its major projects, 
major sources of revenue exceed expenses and capital outlays, resulting in a rising net asset position. 

Preparation of the Schedule of Subarea Equity 
The Schedule of Subarea Equity is prepared from the agency’s accounting system upon which the 
financial statements are prepared. The totals by subarea, including the Regional Fund, are agreed to the 
audited financial statements, which are reported on separately by Sound Transit’s auditors. The financial 
statements are prepared in conformity with accounting principles generally accepted in the United States 
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of America (“GAAP”) as applied to government units and are prepared using the economic resource 
measurement focus and accrual basis of accounting. As Sound Transit comprises a single proprietary 
fund, no fund level financial statements are shown. 

In accordance with GAAP, all revenues are recognized in the period in which they are earned and 
expenses are recognized in the period in which they are incurred. All assets and liabilities associated with 
the operation of Sound Transit are included in the Balance Sheets and depreciation of capital assets is 
recognized in the Statements of Revenues, Expenses and Changes in Net Assets. 

The Schedule of Subarea Equity presents the overall financial status by equity area, as well as their net 
assets, segregated by invested in capital assets, restricted and unrestricted. Net assets are the difference 
between assets and liabilities and over time may serve as a useful indicator of each subarea’s financial 
position. However, the Schedule of Subarea Equity should be read together with Sound Transit’s financial 
statements, which also include management’s discussion and analysis of those statements, along with 
notes which provide additional information that is essential to a full understanding of the information 
provided. 

Financial Highlights 

 Total operating revenues in 2003 increased by $3.6 million from 2002, with passenger fares 
increasing by $2.4 million and other operating revenues increasing by $1.2 million. The largest 
increase was in East King County where passenger fares increased by $1.5 million, reflecting 
additional bus passenger revenues as a result of service changes and an overall increase in the average 
fare per boarding from 2002.  

 Total operating expenses in 2003, excluding depreciation, increased by $6.5 million from 2002. 
Consistent with the increase in passenger fares, the largest increase in operating expenses was in East 
King County at $2.5 million. Other significant increases by subarea included South King County, at 
$1.6 million and Pierce County, $1.8 million. Lower cost increases were experienced in North King 
County and the Regional Fund at $0.3 million and $0.6 million respectively. Total operating costs, 
excluding depreciation, decreased for the second year in Snohomish County by $0.3 million, related 
to lower general and administrative costs. 

 Non-operating revenues (expenses) in 2003 decreased by $17.4 million from 2002. The largest 
decreases were in South King County and the Regional Fund, which decreased by $8.4 million and 
$12.5 million respectively. These decreases were substantially driven by lower investment earnings of 
$5.8 million in South King County and $12.5 million in the Regional Fund. South King County was 
also impacted by a $2.7 million decline in tax revenues. Non-operating revenues increased by $5.3 
million in East King County, related to increased tax revenues, and $1.4 million in Snohomish 
County, while North King County and Pierce County experienced a decline of $1.4 million and  
$1.8 million respectively. 

 Contributions in 2003 decreased by $16.2 million from 2002. The largest decrease was in North King 
County, which decreased by $33.0 million. In 2002, North King County federal capital contributions 
included $39.5 million in New Starts funding for Link, while 2003 did not include any further 
appropriations for the full-funding grant agreement. Contributions increased by $12.2 million and 
$12.0 million in Snohomish County and Pierce County, respectively. In 2002, the agency contributed 
$42.5 million to other governments. The timing of such contributions is impacted by when projects 
are completed and may fluctuate significantly from year to year. Other changes in contributions 
included a reduction in South King County of $4.9 million and $3.8 million in East King County. 
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 Total net assets at December 31, 2003 were $1.9 billion, an increase of $237 million from 2002. Net 
assets increased in all subareas, reflecting the excess of revenues over expenses by subarea as follows: 
Snohomish County, $27 million; North King County, $79 million; South King County, $45 million; East 
King County, $48 million; Pierce County, $31 million; and the Regional Fund, $7 million.  
In addition, there was an adjustment to net assets between subareas for an enhancement in the allocation 
methodology for subarea split zips, as well as a correction for prior contributions as described in Note 10 
to the Schedule. These adjustments resulted in an increase in net assets of $1 million in North King 
County and $10 million in South King County, offset by a reduction in net assets of $6 million in East 
King County and $5 million in the Regional Fund. 

 Total capital assets, net of depreciation, were $1.4 billion at December 31, 2003, an increase of $384 million 
from 2002. Total net capital assets increased in all subareas, reflecting increased land and right-of-
way acquisitions, receipt of the vehicles under the lease agreement with Peninsula Corridor Joint 
Powers Board (“CalTrain”) and an increase in capital projects in progress. The increases by subarea 
are as follows: Snohomish County, $116 million; North King County, $87 million; South King 
County, $84 million; East King County, $37 million; and Pierce County, $63 million. Regional Fund 
capital assets decreased by $3 million. 

 At December 31, 2003 the unrestricted net amount available for investment in each subarea is: Snohomish 
County, $25.2 million; North King County, $278.8 million; South King County, $62.0 million; East 
King County, $238.4 million; Pierce County, ($41.7) million; and the Regional Fund, $82.9 million. The 
negative unrestricted net asset position in Pierce County is offset by $77.7 million in restricted net assets. 
These amounts represent what is available at December 31, 2003 based on the revenues, expenses and 
capital expenditures for Sound Move to-date. These amounts do not take into account revenues, 
expenses, capital expenditures and bonds to be issued for the remainder of Phase 1 of Sound Move. 

Financial Analysis 

Excess of Revenues over Expenses and Change in Net Assets 

In 2003 revenues exceeded expenses by $237.4 million, as compared to $277.1 million in 2002, or a 
decrease of $39.7 million. While there are a number of significant fluctuations within the various 
revenues and expenses, the underlying decrease in revenues over expenses from 2002 relates to an 
increase in the loss from operations of $6.1 million, a decrease in non-operating revenues of $17.4 million 
and a decrease in capital contributions of $39.7 million. A recap of significant changes by equity area is 
as follows: 

 Snohomish County revenues exceeded expenses by $27.0 million, up $13.8 million from 2002. This 
increase substantially relates to capital contributions as 2002 results included capital contributions to 
other governments of $20.3 million, related to the completion of the Lynnwood SR-99 Transit Lanes 
and the Pacific Avenue Overpass, whereas in 2003 contributions to other governments were $2.6 
million. The lower contributions to other governments were partially offset by lower federal and other 
capital grant contributions of $5.5 million.  

 North King County revenues exceeded expenses by $79.4 million, down $33.0 million from 2002. 
This decrease relates to lower federal capital contributions of $31.8 million as 2002 included  
$39.5 million in New Starts funding for Link. 

 South King County revenues exceeded expenses by $45.4 million, down $14.5 million from 2002. 
This decrease is attributable to lower non-operating revenues, as tax revenues and interest income 
decreased from 2002, as well as lower capital contributions from grants. 
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 East King County revenues exceeded expenses by $47.8 million, down $0.6 million from 2002. 
Higher tax revenues of $5.3 million were offset by a higher loss from operations of $1.9 million and 
lower net capital contributions of $3.8 million. Funds drawn down under grant programs decreased  
by $13.4 million while contributions to other governments for completed projects decreased by  
$9.6 million. 

 Pierce County revenues exceeded expenses by $31.2 million, down $7.5 million from 2002. This 
increase is attributable to lower net contributions to other governments of $10.9 million, offset by a 
decrease in non-operating revenues and expenses of $1.8 million. Non-operating revenues and 
expenses reflect an increase in tax revenues of $3.2 million, offset by lower investment earnings of 
$4.7 million. The higher loss from operations reflects the start of the Tacoma Link light rail line in 
August of 2003, offset by lower general and administrative costs of $2.9 million, as 2002 included the 
write-off of excess capitalized overhead costs on the Tacoma Dome project. 

 Regional Fund revenues exceeded expenses by $6.6 million, down $12.7 million from 2002. The 
decrease is attributable to the decrease in investment income due to declining interest rates and a 
reduction in the fair value market value of the investment portfolio. 

Operating Revenues 

Operating revenues are comprised of passenger fares and other revenues. Operating revenues increased in 
2003 by $3.6 million. Of this increase, $2.4 million was in passenger fares and $1.2 million in other 
revenues. 

Passenger Fares 

Sounder Commuter Rail:  

Passenger fares for Sounder Commuter rail increased by $267 thousand or 17.0% over 2002. This 
increase reflects the full-year impact of the addition of a third train in September 2002, as well as 
increased ridership. Sounder operates in South King and Pierce Counties and in late December, Sounder 
commenced operation of one round trip between Seattle and Everett. This service was provided as a free 
fare service until February 1, 2004. In 2003, the fare allocation rule was updated based on a 2002 
ridership survey, whereas previously fares had been allocated based on track miles. This resulted in a  
shift in passenger fares between equity areas, with fares increasing in South King County in 2003 by  
$307 thousand and decreasing in Pierce County in 2003 by $40 thousand.  
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Table S-1

Sounder Passenger Fares by Equity Area

(in thousands)
2003 2002 2001 2003 - 2002

Snohomish County -$            -$            -$           -               -               
North King County -                -                -               -               -               
South King County 1,196.8     889.8        777.6        34.5%  14.4%
East King County -            -            -               -               
Pierce County 646.5        686.1        599.7       (5.8%)          14.4%

Total Passenger Fares 1,843.3$   1,575.9$   1,377.3$   17.0%  14.4%

As of  December 31, % Change
2002 - 2001

 

Regional Express Bus Service: 

Passenger fares for Regional Express Bus service increased overall by $2.1 million or 27.9%, reflecting 
increased ridership as a result of the full-year impact of September 2002 service changes that included 
additional Regional Express routes serving Woodinville to Seattle and Tacoma to University District, as 
well as the impact of discontinuing a low ridership route serving Everett to Northgate and replacing it 
with expanded rush hour service. These changes had the most significant impact in East King County, 
which increased by $1.5 million, with increases also in Snohomish County of $190 thousand, South King 
County of $131 thousand, and Pierce County of $353 thousand. A $0.13 increase in the average fare per 
boarding in 2003 from 2002 also favorably impacted bus fares. 
 
Table S-2

Regional Express Passenger Fares by Equity Area

(in thousands)
2003 2002 2001 2003 - 2002

Snohomish County 1,202.2$   1,011.8$   1,052.2$   18.8% (3.8%)         
North King County -                -                -               -               -               
South King County 691.0        560.0        429.3        23.4%  30.4%
East King County 5,248.8     3,791.4     3,183.5     38.4%  19.1%
Pierce County 2,639.3     2,286.2     2,778.0     15.4% (17.7%)       

Total Passenger Fares 9,781.3$   7,649.4$   7,443.0$   27.9%  2.8%

2002 - 2001
As of  December 31, % Change

 

Other Operating Revenues 

Other revenue consists of vehicle advertising, rental of equipment and facilities and other miscellaneous. 
The 2003 increase in other revenues of $1.2 million is substantially due to the leasing of additional 
unutilized Sounder vehicles and additional income from short-term property rentals from land acquired to 
for capital projects. The Sounder vehicle lease revenue is allocated by subarea on the same basis with 
which the equipment has been capitalized. Accordingly, the increase in other income related to rental of 
equipment impacted Snohomish County, South King County and Pierce County. Other income also 
increased in North King County as a result of the short-term property rentals related to land acquired for 
Link light rail. 



CENTRAL PUGET SOUND REGIONAL TRANSIT AUTHORITY 
 
 

  Page 25 

 

 

 

 

 

Central Puget Sound  
Regional Transit Authority 
Schedule of Subarea Equity 
For the Year Ending December 31, 2003 
 



CENTRAL PUGET SOUND REGIONAL TRANSIT AUTHORITY 
 
 
 

Page 26 

Schedule of Subarea Equity
For the Year Ending December 31, 2003 

Regional
(in thousands) Snohomish North King South King East King Pierce Fund Total

Operating Revenues
Passenger fares 1,202$       -                 1,888$       5,249$       3,286$        -$               11,625$        
Other operating revenues 466            993            748            17              1,096          83              3,403            

Total Operating Revenues 1,668        993           2,636        5,266        4,382         83             15,028         

Operating Expenses
Operations and maintenance 5,625         -                 11,840       22,019       20,939        -                 60,423          
General and administrative 27              2,650         817            439            584             14,757       19,274          
Depreciation 1,869         -                 3,459         3,487         5,918          2,837         17,570          

Total Operating Expenses 7,521        2,650        16,116     25,945      27,441       17,594     97,267         

Loss from Operations (5,853)       (1,657)      (13,480)    (20,679)    (23,059)     (17,511)    (82,239)       

Non-Operating Revenues (Expenses)
Sales tax and rental car tax 24,290       56,529       39,162       54,038       34,828        -                 208,847        
Motor vehicle excise tax 9,086         12,862       10,510       15,670       13,061        -                 61,189          
Other non-operating revenues 394            39              4,090         -                 3,457          13,213       21,193          
Interest expense (8)               (52)             (61)             (15)             (51)              (16)             (203)              
Discontinued projects 13              0                (119)           0                0                 0                (106)              
Gain (loss) on disposal of assets 0                -                 0                -                 (372)            3                (369)              

Total Non-Operating Revenues 33,775      69,378     53,582     69,693      50,923       13,200     290,551      

Contributions and Transfers
Contributions to other governments (2,587)        (36)             (120)           -                 (1,700)         -                 (4,443)           
Federal capital contributions 2,954         9,910         6,158         799            6,969          89              26,879          
Other capital contributions 45              4,584         1,238         773            34               15              6,689            
Contributions to Regional Fund (1,335)        (2,775)        (1,987)        (2,788)        (1,916)         10,801       -                    

Total Contributions (923)          11,683     5,289        (1,216)       3,387         10,905     29,125         

Excess of Revenues over Expenses 26,999      79,404     45,391     47,798      31,251       6,594        237,437      

Total Net Assets, Beginning of Year 166,619   453,850   324,161   321,940   235,605    139,229   1,641,404   

Prior-Period Adjustment (Note 10 ) 31              1,095         9,901         (5,998)        -                  (5,029)        -                    

Total Net Assets, End of Year 193,649$ 534,349$ 379,453$ 363,740$ 266,856$  140,794$ 1,878,841$ 

See Notes to Schedule of Subarea Equity
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Schedule of Subarea Equity, continued
For the Year Ending December 31, 2003

Regional
(in thousands) Snohomish North King South King East King Pierce Fund Total

Capital Assets
Non-Depreciable Assets
Land 99,660$      88,290$       32,735$       11,337$       18,894$       -$                 250,916$       
Capital projects in progress

Sound Transit 39,956        285,692       182,506       10,957         99,497         6,388           624,996         
Other governments 28,999        -                   10,486         65,024         417              -                   104,926         

Total non-depreciable assets 168,615    373,982     225,727     87,318       118,808     6,388          980,838       

Depreciable assets
Transit facilities and heavy equipment 17,891        -                   60,887         24,895         101,451       -                   205,124         
Buildings and leasehold improvements -                  -                   -                  -                   -                   22,760         22,760           
Revenue vehicles 37,521        -                   52,284         21,710         85,735         630              197,880         
Furniture, equipment and vehicles -                  -                   -                  -                   -                   10,987         10,987           
Equipment under capital lease -                  -                   -                  -                   -                   607              607                
Total Depreciable Assets 55,412       -                   113,171     46,605       187,186     34,984       437,358       
Less accumulated depreciation (5,529)         -                   (9,342)         (8,541)          (15,951)        (11,828)        (51,191)          
Net Depreciable Assets 49,883       -                   103,829     38,064       171,235     23,156       386,167       

Total Capital Assets 218,498$  373,982$   329,556$  125,382$   290,043$   29,544$     1,367,005$  

Long-Term Debt
Bonds payable 50,511$      129,403$     107,830$     -$                 59,647$       -$                 347,391$       
Less: unamortized bond issuance costs (420)            (1,078)          (898)            -                   (497)             -                   (2,893)            

Total Long-Term Debt, net of issuance costs 50,091$    128,325$   106,932$  -$                59,150$     -$                344,498$     

Net Assets
Invested in capital assets, net of related debt 168,407$    245,657$     222,624$     125,382$     230,893$     29,544$       1,022,507$    
Restricted

Contractual arrangments -                  9,855           94,807         -                   77,695         21,563         203,920         
Insurance loss fund -                  -                   -                  -                   -                   6,792           6,792             

Unrestricted 25,242        278,837       62,022         238,358       (41,732)        82,895         645,622         

Total Net Assets 193,649$  534,349$   379,453$  363,740$   266,856$   140,794$   1,878,841$  

See Notes to Schedule of Subarea Equity.
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NOTES TO SCHEDULE OF SUBAREA EQUITY  
For the year ending December 31, 2003 

NOTE 1: SIGNIFICANT SUBAREA ACCOUNTING POLICIES 

Revenues and expenditures directly associated with a particular subarea or project are directly credited or 
charged to that subarea. Revenues and expenditures benefiting more than one subarea or project are 
classified according to pre-established allocation rules that are expressed as percentages reflecting the 
agency’s assumptions regarding multiple subarea and project benefit. For capital projects these rules are 
developed based on the specific nature of the task rendered. For revenue and operations, maintenance, and 
general and administrative expenditures, rules are developed based on relevant activity drivers. 

Substantially all of the agency’s expenditures are processed through the purchase order system and coding 
is assigned at the time the purchase order is issued. Generally projects are subarea specific, however some 
projects benefit multiple subareas and accordingly, allocation rules are applied. If a rule is updated based 
on service implementation changes or improved activity drivers, purchase order coding is updated for 
contracts that generally extend beyond one year, where the cost of the contract and the change to the 
equity area percentage would have a significant impact. For all remaining purchase orders, coding is 
updated to the current rule in use at the time the contract is renewed. 

NOTE 2: OPERATING REVENUES 

Passenger fares are attributed to Regional Express operations in Snohomish, South King, Pierce, and East 
King County subareas and to Sounder commuter rail operations in South King and Pierce County 
subareas. Regional Express passenger fare revenues are allocated to each subarea based on forecasted 
platform hours developed by the Sound Transit Office of Policy and Planning. Sounder passenger fare 
revenues are allocated to each subarea based on the 2002 ridership survey: 32.81% to Pierce County; and 
67.19% to South King County.  

Other operating revenues consist of advertising revenues, building and rental revenues, vehicle rental 
revenues, and miscellaneous revenues. Advertising revenues are allocated to each subarea based on the 
bus route miles within each subarea. Building rental revenues are allocated to each subarea based on the 
location of the buildings. Revenue vehicle rental revenues are allocated to the subareas in the same 
proportion as the capitalized vehicles: 42.15% to Pierce County; 36.90% to South King County; and 
20.95% to Snohomish County. Regional Fund revenues are primarily attributed to rental of the Great Hall 
for events throughout the year. 

NOTE 3: OPERATING EXPENSES 

Operating expenses are costs associated with generating operating revenue and include costs for Regional 
Express bus services and Sounder commuter rail services. Operations and maintenance expenses and 
general and administrative expenses are charged to the subarea in which in the expense occurs. Expenses 
that are not specific to a single subarea are allocated based on cost allocation rules, such as track or route 
miles, operating hours, and facility and equipment locations. 
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NOTE 4: SALES AND RENTAL CAR TAX 

Pursuant to Washington State RCW 81.104.170, Sound Transit has imposed a 0.4% sales and use tax for 
the purpose of providing high-capacity transportation service. This tax is in addition to the State of 
Washington sales tax and is collected by the Washington State Department of Revenue (DOR) on behalf 
of Sound Transit on all taxable transactions within Sound Transit’s boundary. Sound Transit has also 
imposed a 0.8% sales and use tax on rental cars in lieu of motor vehicle excise taxes, as provided for in 
RCW 81.104.160.  

Sales taxes are attributed to subareas based on city location reporting codes assigned by DOR to reporting 
entities. Cities are unique to subareas in all three counties with the exception of Redmond and Issaquah in 
King County. These cities that are not unique to subareas, along with unincorporated areas within King 
County, are allocated to subareas based on allocation methods developed by Sound Transit and provided 
to DOR. Sales and rental car tax revenues are then recorded by subarea, based on reports provided by 
DOR detailing sales tax by subarea based on the city location reporting codes and allocation methods 
described above. 

NOTE 5: MOTOR VEHICLE EXCISE TAX 

Pursuant to Washington State RCW 81.104.160, Sound Transit has levied a 0.3% motor vehicle excise 
tax for the purpose of providing high-capacity transportation service. The Washington State Department 
of Licensing (DOL) collects this tax on Sound Transit’s behalf on applicable vehicles licensed within 
Sound Transit’s boundary.  

The motor vehicle excise tax is attributed to subareas based on the zip code in which the vehicle is 
licensed. DOL utilizes DOR’s geographical information system to track, report and remit by zip code 
revenues within Sound Transit’s boundary and provides reports detailing motor vehicle excise tax by 
subarea based on the zip code assignment. Where a zip code falls within two subareas, revenue is 
allocated between those two subareas based on their relative population. 

NOTE 6: OTHER NON-OPERATING REVENUES (EXPENSES) 

According to Sound Move Appendix B: Financial Policies, interest earnings (other than those specifically 
associated with a subarea project) are allocated to the Regional Fund. Any additional amounts above interest 
earnings required to fund the Regional Fund for Phase 1 are contributed by the subareas based on proportional 
share of tax revenues, as described in Note 7. Regional Fund investment income reflects interest earned on 
investments and changes in market value. 

Interest income earned on investments related to the Burlington Northern and Santa Fe Railway 
repurchase agreement is allocated to each subarea based on the relative percentage of track or route miles 
located in each subarea. Of the total track miles, 54.96% are in the South King County subarea and 
45.04% are in the Pierce County subarea.  

Capital lease revenues for Sounder vehicles are recorded in the same subareas in which the underlying 
vehicles have been capitalized. Related interest expense is charged to the subarea where the vehicles have 
been capitalized.  

Capital grant revenues are attributable to subarea specific projects identified in the grant award and are 
earned as qualifying expenditures are incurred. 
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NOTE 7: CONTRIBUTIONS TO THE REGIONAL FUND 

Contributions to the Regional Fund were 4% of total tax revenues, based on the 2004 Financial Plan for 
Phase 1 of Sound Move, 1997 through 2009. Contributions are made to the Regional Fund on an annual 
basis to pay for programs throughout Phase 1. According to Sound Move Appendix B: Financial Policies, 
subareas may contribute up to 10% of tax revenues for funding of the Regional Fund. 

NOTE 8: CAPITAL ASSETS  

Capital assets include non-depreciable and depreciable assets. Capital asset costs are allocated to the 
subarea in which the asset or project is located or was allocated under Sound Move. For asset or project 
costs that are not specific to a single subarea, capital costs are distributed based on cost allocation rules 
such as track miles. 

Non-depreciable assets: Non-depreciable assets include land and capital projects in progress. Capital 
projects in progress include project costs that are being accumulated before an asset is put into service 
and are segregated between assets in which Sound Transit maintains a continuing ownership interest 
and capital assets that are built by Sound Transit pursuant to agreements with other governments and 
where Sound Transit does not maintain a continuing ownership interest. Costs are either specific to a 
subarea or are allocated to a subarea based on rules created internally in conjunction with Sound 
Move Appendix A: Detailed Description of Facilities and Costs and Sound Move Appendix B: 
Financial Policies. 

Depreciable assets: Other non-depreciable and depreciable assets include: land; transit facilities and 
heavy equipment; buildings and leasehold improvements; revenue vehicles; furniture, equipment, and 
vehicles; and assets under capital leases that have been placed into service. Costs are either specific to 
a subarea or are allocated to a subarea based on rules created internally in conjunction with Appendix A 
and Appendix B. 
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NOTE 9: LONG-TERM DEBT AND INTER-SUBAREA BORROWING 

Consistent with Sound Move, the agency issues debt and manages its cash on a consolidated basis. 
Commencing December 31, 2003 Phase 1 bonds, interest expense and bond issuance costs are allocated 
to each subarea on a basis consistent with the forecasted total bond allocation included in the annual 
updated Financial Plan for Phase 1. Any changes in annual allocation are done prospectively. At the end 
of Phase 1, a reconciliation will be performed to substantiate debt issuance, related interest expense and 
related issuance costs by subarea. 

Prior to December 31, 2003 the 1999 bond issuance was allocated based on Sound Move Appendix A: 
Detailed Description of Facilities and Costs which was the basis for the finance plan that was in effect 
when the bonds were issued. On December 31, 2003 the 1999 bond issue was reallocated based on the 
current 2004 Finance Plan. Interest costs incurred on the 1999 bond issue to December 31, 2003 will be 
part of the overall Phase 1 reconciliation. Interest expenses and related issuance costs incurred after 2003 
will be allocated based on the current financial plan. The table below depicts the current and previous 
allocation of the 1999 bond issue: 

December 31 Previous Debt Service
Subarea 2003 Allocation Expenditures

(in thousands)
Snohomish County 14.54% 4.09% 702
North King County 37.25% 27.49% 4,718
South King County 31.04% 32.75% 5,621
East King County -      8.18% 1,404
Pierce County 17.17% 27.49% 4,718

Total 100.00% 100.00% $17,163

Percentage of Total

 

NOTE 10: PRIOR-PERIOD ADJUSTMENT 

As part of a review of an analysis of contributed capital, it was noted that the $5.0 million contribution of the 
Weller Street Bridge pedestrian overpass had been assigned to the Regional Fund and a $1.5 million 
contribution had been assigned to the wrong subarea and which had not yet been corrected. These corrections 
were made in the current year and have been recorded as a prior-period adjustment. 

In addition, Sound Transit implemented an enhancement to its methodology for allocating motor vehicle excise 
tax revenues for those subareas where zip codes fall within more than one subarea (subarea split zips). Under 
the enhanced methodology, motor vehicle tax revenues generated in subarea split zips are allocated based on the 
subareas’ relative population within the zip code, as described in Note 5. This enhancement was applied on a 
retroactive basis, with the adjustment for revenue earned prior to 2003, net of the subareas Regional Fund 
contribution, recorded as a prior-period adjustment. In addition, the remaining corrections identified from 
the 2002 audit have been incorporated by DOL and the prior year impact has also been reflected as a prior-
period adjustment. 
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Total motor vehicle excise tax revenues collected by Sound Transit remain unchanged and motor vehicle 
excise tax revenues for 2003 are correctly reported by subarea in the accompanying schedule. The following 
table summarizes the adjustments as follows: 

(in thousands) Regional
Snohomish North King South King East King Fund Total

MVET Enhancement
1997 -$                77$             433$           (509)$          -$                -$                
1998 -                  110             630             (740)            -                  -                  
1999 -                  108             568             (675)            -                  -                  
2000 -                  139             714             (853)            -                  -                  
2001 6                 131             775             (912)            -                  -                  
2002 26               577             394             (997)            -                  -                  

32               1,140          3,513          (4,686)         -                  -                  

(1)                (46)              (141)            187             -                  -                  

31               1,095          3,372          (4,498)         -                  -                  

Contribution correction -                  -                  6,529          (1,500)         (5,029)         -                  

31$             1,095$        9,901$        (5,998)$       (5,029)$       -$                

(in thousands)

Adjustment to Regional 
Fund contribution

Net adjustment for 
MVET enhancement

Total Prior-Period 
Adjustment

 

NOTE 11: TOTAL NET ASSETS AND RESOURCES AVAILABLE FOR INVESTMENT 

Total net assets are the aggregate amount of revenues less expenses and related debt service from 1997 
through 2003. Revenues include taxes, grants, interest, fares and other revenues. Expenses include transit 
operations, general and administrative, interest, depreciation and other expenses. Total net assets, less 
capital investments, represents the amount still available for investment by each subarea for Phase 1 to-
date. This amount available for investment does not include future bond issues related to completing 
Phase 1 capital projects. The table below depicts total net assets, capital investments to-date and resources 
available for investment as of December 31, 2003: 

Total Capital Investments Available for
Subarea Net Assets through 2003 Investment

Snohomish 193,649$          168,407$          25,242$            
North King 534,349            245,657            288,692            
South King 379,453            222,624            156,829            
East King 363,740            125,382            238,358            
Pierce 266,856            230,893            35,963              
Regional Fund 140,794            29,544              111,250            
Total 1,878,841$       1,022,507$       856,334$          

(in thousands)

 
 


