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AUDITOR
GREG KIMSEY

August 1, 2012

Honorable Marc Boldt, Chair

Clark County Board of Commissioners

PO Box 5000

Vancouver, Washington

RE: Clark County Financial Trends Monitoring Report
Dear Commissioner Boldt,

The following represents our report of financial trends for Clark County for the ten year period
ended December 31, 2011.

INTRODUCTION

This report has been compiled in accordance with the provisions of the Clark County Fiscal
Policy Plan, and includes trends of key financial and economic indicators for the government
and community of Clark County, Washington.

Information for the report is derived from various County financial records and reports,
including the Comprehensive Annual Financial Report (CAFR), and from various other local
and state governments and agencies.

FISCAL POLICIES

The report presents the 17 fiscal policies included in the Clark County Fiscal Policy Plan.
These policies provide guidelines for the prudent management of the County's finances.
These guidelines are not absolute rules, but variation from them should be carefully
considered and of limited duration only. We have provided a brief narrative following each
policy statement that represents our opinion of the degree to which the County is in
compliance with the policy.

FINANCIAL SERVICES
1200 Franklin Street, P.O. Box 5000, Vancouver, WA 98666-5000

(360) 397-2310, Fax (360) 397-6007, www.clark.wa.gov/auditor
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FINANCIAL INDICATORS

The report presents 43 financial trend indicators as recommended in the Clark County Fiscal
Policy Plan. The indicators are divided into six categories: Revenues, Expenditures,
Operating Position, Debt Structure and Leave Liabilities, Condition of Capital Assets, and
Economic Base. On pages ix through xiii, we have provided a summary of the trends with
more detail shown in the ensuing pages. Each trend is classified as "favorable,"
"unfavorable,” or "mixed."

Some trends have been impacted by the January 1, 2003 addition of the health department
to the County which added 148 staff and $18 million in revenues.

A summary of the 43 trends reveals the following:

e Thirteen of the trend indicators were deemed to be "favorable”, down by two from 2010
and lower than 2009 by one. Favorable ratings can be found in all categories except
expenditures. There has been a downward trend of the total number of favorable ratings
since 2004 as ratings deteriorated along with the decline in new construction revenue in
the County; notably, building fees, planning and impact fees, real estate excise tax
(REET), and sales tax.

Positive signs are that the County continues to adequately maintain roads, buildings and
other assets, fund balance in the Road Fund continues to increase, long term debt is the
lowest it has been since prior to 2004 and short term debt was minimal at December 31,
2011. Improvements were seen in the General Fund and Road Fund liquidity, as well as
Equipment Revolving and Replacement reserves being adequate.

e Twenty indicators were deemed to be “mixed”, one less than in 2010, but higher than the
seventeen in 2009. This category is assigned if a portion of the indicator is unfavorable,
or if there is a trend showing the indicator moving in an unfavorable direction.

Six of ten revenue indicators are rated as mixed, reflecting the uncertainty related to the
continued economic slowdown that we are experiencing. Road Fund and General Fund
revenue per capita; operating revenues per capita; restricted revenues as a percent of
operating revenue; tax revenue per capita; General Fund revenue variances; and
licenses, permits and charges for service as a percentage of operating revenue were all
rated as mixed. Many of these revenues continue to be impacted by the economic
slowdown, particularly the decline in construction activity and weak economy.

On the expenditure side, six of seven indicators are rated mixed, reflecting expenditure
budget cuts and staff lay-offs. Governmental expenditures per capita, capital project
expenditures per capita, as well as General Fund and Road Fund expenditures per capita
are rated as mixed. @ The cost cutting measures taken by the County resulted in
decreased per capita spending in most areas by the County. Two personnel trends were
also rated as mixed: employees per capita and personnel expenditures.

Three of nine indicators of operating position are rated as mixed. Fund liquidity for the
Community Development Fund improved after a fee increases in 2009 and General Fund
support.



Insurance Reserve net assets received a mixed rating, as unemployment and industrial
insurance reserves may need additional funding. The fund balance of the General Fund
and Permanent Reserve Fund was rated favorable as the combined fund balance
reached 15% of annual revenues, which is the minimum level indicated as appropriate by
best practices.

The General Fund surplus and deficit trend shows a surplus in 2011 as the General Fund
unassigned fund balance continued to recover due to moderate revenue growth and flat
expenditures.

Two out of five indicators in the debt category were rated mixed. Although total debt
service costs have remained stable since 2005, when adjusted for inflation, they have
increased by almost 60% since 2002. Overlapping debt per capita, which has increased
annually, with the exception of 2006, decreased slightly in 2011.

Ten trends were identified as “unfavorable” which is 3 more than in 2010 but down from
twelve in 2009.

For revenues, there were three unfavorable ratings. One for Capital project revenues
which have declined sharply for the past five years (after adjusting for a one-time return
from the city of Vancouver) due to decreases in real estate excise taxes and impact fees.
Operating Revenue per capita is rated unfavorable due to nonexistent growth in the last 5
years and because per capita revenue adjusted for inflation is at its lowest point in the last
10 years. Intergovernmental revenues are also rated unfavorable due to the steep
decrease experienced in 2011 and anticipated future decreases.

There was one unfavorable expenditure rating in 2010 for employee benefit costs, where
benefit costs per FTE grew about 8% annually over the last ten years.

Debt and leave liabilities had one unfavorable rating. Unused vacation leave liability per
FTE has been increasing since 2006 (46%), and with a smaller work force (due to lay-
offs) and the continued freeze on vacation buy-back, it may continue to increase.

Five unfavorable trends can be found in the economic base. Clark County’s median
household income, adjusted for inflation, has decreased for each of the last four years
and is lower than it was ten years ago. The County’s unemployment rate, while
decreasing in 2011, is still high at 9.2% and continues to be higher than the Portland
metropolitan area and Washington State rates. Total assessed property values in Clark
County decreased by $934 million in 2011 and new construction was the lowest its been
in 10 years. This is the third year in a row that there has been a decrease in assessed
property values. Finally, after adjusting for inflation, retail sales have declined over the
last 5 years by 18.2% in unincorporated Clark County and by 17.6% in cities.



SUMMARY

During 2008 and 2008 the full effect of the Great Recession was felt on the County’s finances
and economic environment. Indicators were predominately mixed or unfavorable reflecting
the weakest financial positions in the ten years covered by this report. For 2011, there is
continued improvement in some areas as significant cost cutting measures were instituted by
the County.

The year 2008 was the first time that combined mixed and unfavorable ratings exceeded
favorable ratings. This decline was stabilized in 2009 and 2010. In 2011, there was a slight
decline in ratings due to the continued lack of jobs added as the economy recovers.

There are signs of slight improvement, but there are major trends that will make significant
improvement a challenge. Chief among these are the depletion of capital resources (with the
exception of Road Fund fund balance), high unemployment, a 5 year reduction in median
income and continued weakness in the housing market. In this environment, it is crucial that
the County manage net income tightly and continue to rebuild adequate reserves so that the
County has the ability to accommodate small changes in the economy or State budgets
without immediately resorting to cuts in services.

Sincerely,

\
Greg Kimm

Clark County Auditor
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CLARK COUNTY FISCAL POLICIES
As of December 31, 2011

Background

The Fiscal Policy Plan was first adopted by the Board of County Commissioners in 1982 and
amended on August 2, 1994. Its purpose is to assist decision-makers by providing information
and guidelines that cumulatively should ensure that Clark County continues to pursue a
financially prudent course.

In this document we quote the fiscal policies (in italics) and give a brief description of County
practices that relate to that policy.

Policies

Policy 1

The County shall calculate and compile financial indicators, consistent with Appendix “A”, for
each year. Any indicator showing an unfavorable trend shall be analyzed to determine why the
change has occurred. The County Administrator is authorized to add or delete financial
indicators to reflect the needs of the County and the availability of relevant information.

This information is provided as part of this report.

Policy 2
Clark County shall annually forecast revenues and expenditures for the next three to five years

for the General Fund and Road Fund. Forecasts should reflect the County’'s multi-year capital
improvement plans. Other funds should be forecast to the extent that they are material and can
be reasonably predicted.

As part of the biennial budget process, the Budget Office forecasts the General Fund in detail
and major changes to this base for an additional four years. Public Works staff includes
expenditure forecasts for the Road Fund as part of the six-year transportation capital
construction program. Capital revenue restrictions have reduced long-term park construction to
a minimal amount. Forecast of Clean Water maintenance and capital needs exceed long-term
revenues.

Policy 3
Clark County shall proactively seek citizen involvement in evaluations of services and service

levels.

Clark County’s budget process furnishes extensive opportunities for citizen involvement in the
evaluation of programs and the allocation of resources. Budget meeting notices are published in
local newspapers and public hearings are held, at which time the BOCC seeks input from staff
and citizens, as it considers and ultimately adopts the budget. The County also has numerous
advisory boards that provide citizen evaluation and advice on a continuous basis over many
program areas.

Policy 4
Clark County will accept State and Federal money to fund programs mandated by law; or

programs established as a local priority after taking local contributions into account.

The Board of County Commissioners approves grant-funded contracts. Most local match for
grant-funded programs relate to infrastructure needs that are included in the County’s
Comprehensive Plan and the Six-Year Transportation Improvement Program.
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Policy 5
Clark County will set charges for each enterprise fund (sewer, solid waste, etc.) at a level which

supports the direct and overhead costs of the enterprise, primarily by fees, grants, or other
sources consistent with the direction of the Board of County Commissioners.

Net assets for enterprise funds are positive at the end of 2011. Rates charged to property
owners to fund Clean Water produce a revenue stream that is inadequate for long-term
maintenance and capital needs.

Policy 6
Clark County will pursue a fair and equitable process for the collection of property tax and all

other revenues, with the goal of minimizing delinquencies.

At December 31, 2011, uncollected delinquent property tax amounted to $4.5 million ($2.4 million
from 2011 and the remainder from levies for all prior years). 97.4% of the 2011 tax levy was
collected by 12/31/11. During the last 10 years, the percent collected has never been less than
96 percent.

Policy 7
Clark County management is required to comply with budgetary restrictions. A reporting system

will be provided to help managers monitor and adhere to financial constraints.

The Auditor’s Office monitors compliance with budgetary restrictions and provides departments
with a variety of monthly reports to assist managers in controlling expenditures.

Policy 8
Clark County will provide for adequate maintenance of capital facilities and equipment, and for

their orderly replacement, if necessary.

The County maintains two revolving funds that provide for maintenance, repair, and replacement
of heavy equipment, vehicles, and personal computers. In addition, the County has adopted
long-term major maintenance programs for facilities and parks. The replacement of the County’s
human resource and payroll system was completed in 2005; the replacement of the Assessment
and Tax Collection system was completed in 2009; and funding to replace the custody
management system has been approved for 2012. In addition, the County’s financial system
had a significant upgrade completed in 2012. In the past 10 years, the County has significantly
upgraded its facilities, completing construction of the Public Service Center, the Community
Health Center and the Exposition Center, as well as significant remodels of the Courthouse,
Juvenile Detention facilities, and the Elections and Auto Licensing Building. The latest building
upgrades include energy conservation and electrical generation by means of solar panels.

Policy 9
Clark County shall establish reserve funds to pay for needs caused by unforeseen events.

Reserves shall be held to address the following circumstances: 1) Catastrophic_reserves, to
provide limited emergency funds in the event of natural or manmade disasters; 2) Operational
reserves, to provide additional funds for limited, unexpected service needs; 3) Liguidity reserves,
to provide funds sufficient to insure smooth running of the County and pay current obligations;
and 4) Capital reserves to facilitate the orderly replacement or acquisition of capital facilities and
equipment. An amount equivalent to between six percent and ten percent of the General Fund
operating budget shall be held in a separate reserve. Individual fund managers shall maintain
reserves to address operational and liquidity needs for the funds under their control.

\Y
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The County has a Permanent Reserve Fund to provide for operational and catastrophic needs.
At December 31, 2011, the balance in the fund amounted to $6.6 million or 5.14% of the General
Fund operating budget. The County has failed to maintain the minimum 6% standard for each of
the last nine years. However, following the application of GASB 54, the County reports the
General Fund and Permanent Reserve as one fiscal entity. Combined, the unassigned fund
balance of the two amounts to 15 percent of General Fund revenue, which is within the
traditional range of 15 to 20 percent. Liquidity reserves are established in each fund. The
County belongs to the Washington State Risk Pool for general liability coverage. The County has
established capital reserves for vehicle and computer equipment replacements financed by
charges to user departments.

Policy 10
Capital improvements must be designed to provide sufficient benefits for the expected cost.

Benefits can be economic or social values expressed in the capital improvement plan, or can be
based on a cost benefit analysis of all relevant costs.

Most capital expenditures are reflected in the County’s comprehensive plan and the six-year
transportation Improvement program. The economic and social values of these projects are
expressed in these plans. Additional evaluation of capital improvements is performed at the
departmental level and examined by the Budget Office. Formal cost/benefit analysis is not
performed in all cases.

Policy 11
Clark County shall develop and adopt multi-year capital improvement plans to guide current and

future major capital facility and equipment expenditures.

The capital facilities element of the comprehensive plan addresses infrastructure and utility
needs and is augmented by more detailed plans such as the six year transportation Improvement
program and open space acquisition programs supporting the expenditure of Conservation
Futures funds.

The County has formed a Capital Committee made up of senior managers to review capital
spending plans. Capital spending plans should comply with the Board of County
Commissioners’ priorities: 1. Honor existing obligations (debt service), 2. Preserve existing
assets, 3. Acquire new assets based on greatest need and the ability to maintain them.

Research is ongoing to replace analogue radio systems with digital equipment at the 911 center
by 2015.

Policy 12
Clark County will develop investment strategies to maximize return on investments while

protecting the public’s assets.

The County Treasurer performs various cash flow analyses to determine size and duration of
investments; has established and implemented a local government investment pool to maximize
buying power and flexibility; and has developed investment policies and standards to manage
the County’s portfolio.

Policy 13
The County shall restrict direct debt to the limit identified in Article 8, Section 6 of the Washington

State Constitution. In addition, the County will be prudent when considering appropriate levels of
debt, limiting debt service to the County’s current and future ability to finance that service without
diminishing core services. In recognition of the value of the County’s ability to raise money at
competitive rates, the County will also consider the impact of any new debt on future bond
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ratings. Biennial budget appropriations shall include debt service payments and reserve
requirements identified in bond covenants for all outstanding debt.

At the end of 2011, the County’s non-voted debt limit was $560 million. Outstanding General
Obligation Bond Debt subject to this limit at the end of 2011 was $116 million (compared to $122
million in 2010), or 21% of the debt limit. Additional governmental debt subject to the non-voted
debt limit includes public works trust fund loans, special assessment debt, and capital leases.
Total net debt applicable to the limit was $142 million at December 31, 2011, a 4% decrease
from $148 million at December 31, 2010.

Policy 14
Clark County recognizes that net direct debt service should be no more than ten percent (10%)

of the operating revenues of the issuing fund and the General Fund combined.

Debt service in 2011, excluding enterprise funds, was $13.2 million, compared to $13 million in
2010. In 2011, total debt service for governmental funds as a percentage of total revenues
generated in all paying funds and General Fund (excluding Community Services Grant Fund
whose revenues are grant driven) was 6.3%. Debt service paid from the General Fund equaled
0.9% of General Fund revenue. Following is a listing of debt service paid by County funds in
2011, as a percentage of the operating revenues of the issuing fund and the General Fund,
combined: County Road Fund 0.8%; Conservation Futures Fund 1.2%; Real Estate Excise Tax
(REET) Fund 4.1%; Campus Development Fund 1.1%; Community Services Grants Fund 0.2%;
CAD/800 MHz Replacement Fund 0.5% and the Exhibition Hall Dedicated Revenue Fund 0.9%.

Policy 15
Where possible, Clark County will use revenue or other self-supporting bonds instead of general

obligation bonds except where significant interest differences become a primary consideration.

The County (including proprietary funds) had $175 million in total outstanding long-term debt at
December 31, 2011. Of that, $14 million, or 8%, is in revenue bonds.

Policy 16
Clark County will not use long-term debt to finance current operations. Long-term borrowing will

be confined to capital improvements or similar projects with an extended life which cannot be
financed from current revenues.

Long-term debt has been used to finance capital improvements or acquisition.

Policy 17
Clark County will keep the maturity of general obligation bonds consistent with or less than the

expected lifetime of the project, with a goal of amortizing at least an average of five percent (5%)
of project costs per year. All future long-term debt will have prepayment options unless
alternative debt structures are judged more advantageous to the County.

Most general obligation bonds issued by the County have an outstanding life of 20 years or less.
The County took advantage of a low interest environment in 2004 and 2005 and issued bonds
with longer outstanding lives. Two bond issues (in 2004 and 2005) finance the community health
center and the fairgrounds exposition center ($61 million total) and each have a 30 year
repayment period. A conservation futures bond issue in 2005 ($25 million) has a 22 year
repayment period.

viii
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INTRODUCTION

This report provides County officials and
citizens with information to help them
understand the financial condition of the
government of Clark County. While a
wealth of information is produced each
year in the Comprehensive Annual
Financial Report (CAFR) and the Adopted
Budget, readers may find these
documents difficult to read and
understand. This Financial Trends report
presents summarized financial
information in a format that we hope is
easier to comprehend.

This report presents 43 financial and
demographic trends covering a ten-year
period from fiscal year 2002-2011. We
have identified favorable, mixed, and
unfavorable trends. It is important to
remember that these trends are looked at
solely from a financial point of view and
do not indicate an evaluation of the
underlying programs.

What is good financial condition?

A county in good financial condition can
finance services to the public on a
continuing basis. Such a county can
maintain  existing  service levels,
withstand economic disruptions, and
respond to growth, decline, and change.
Put simply, a financially stable county
collects sufficient revenue to pay short-
term bills, finance major capital
expenditures, and meet long-term
obligations.

Financial conditions can be monitored
by analyzing trends in several broad
areas:

revenues
expenditures
operating position

debt and leave liabilities

AN N N N

capital assets
v'economy and demographics

Tracking trends in these areas over
time permits County managers and
officials to monitor finances and identify
problem areas that may need attention.
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Highlights of the Financial Trends
In 2011, Clark County experienced minimal
revenue growth as the result of the weak
economy and the housing industry downturn in
2008 and 2009. This report reflects the current
financial stresses of the County resulting from
the economic slowdown that started in 2005.

Tax revenues per capita changed minimally in
2011 after declining in 2008 and 2009.
Property tax limitation measures and a small
improvement in sales and excise tax were
offset by a drop in intergovernmental revenues,
contributing to the minimal improvement.
Governmental operating expenditures per
capita in 2011 decreased by two percent from
2010, when adjusted for inflation.

Each of the trends included in this report are
rated as favorable, unfavorable, or mixed.
Following are the ratings on the individual
trends found in this report :

Revenues

Operating Revenue Per Capita: unfavorable
Operating revenue per capita decreased.
When adjusted for inflation, it is at the lowest
level in the past ten years.

General Fund Revenue Per Capita: mixed
General Fund revenue per capita changed
minimally in 2011 in both adjusted and
unadjusted measures.

Road Fund Revenue Per Capita: mixed

Road Fund revenue per capita changed
minimally in 2011. Revenue growth has kept
pace with population growth. A large portion of
Road Fund revenue comes from state and
federal grants and is dependant upon project
timing.

Restricted Revenue as a Percent of
Operating Revenue: favorable

Restricted revenue as a percent of operation
revenue decreased for the past three years. It
indicates an increase in the flexibility of funds

Tax Revenue Per Capita: mixed

Tax revenues per capita changed minimally in
2011, after declining in 2008 and 2009. When
adjusted for inflation there was a four year
decline prior to 2010.
Intergovernmental Revenue Per
unfavorable

The general trend over ten years for
intergovernmental revenues increased,
however, in 2011 there was a sharp drop.

Capita:

Capital Project Revenue: unfavorable
Capital project revenue dropped to a ten year
low in 2009. Without a one-time return of
REET revenue from the City of Vancouver in
2010, it would have remained at this low level
through 2011.

Licenses & Permit and Charges for
Services Revenues as a Percent of
Operating Revenue: mixed

Licenses and permit and charges for services
revenues improved slightly in 2011. Economic
activity is improving in Building. Animal license
fees also showed an increase prior to a
significant penalty increase.

Enterprise Revenue and Expenses: mixed
Revenues continue a slight upward trend in
2011. The Enterprise funds currently operate
at approximately breakeven, but increasing
capital and maintenance demands on the
Clean Water fund are depleting fund balance.

General Fund Revenue Variances: mixed
The 2011 General Fund revenue variance was
positive, however, the amount of surplus will
not be available until the end of the biennium
in 2012.

Expenditures

Governmental Expenditures per
mixed

Expenditures per capita decreased for the past
three years. Expenditures decreased 2.3% in
2011 from 2010.

Capita:
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Capital Project Expenditures per Capita:
mixed
Capital expenditures increased 46% in 2011
from 2010 but remain below previous levels.
Expenditures were primarily for parks and open
spaces.

General
mixed
2011 General Fund unadjusted expenditures
per capita increased by 2.7% over 2010. Per
capita expenditures adjusted for inflation over
the last 5 years have decreased an average of
0.35% per year.

Fund Expenditures per Capita:

Road Fund Expenditures per Capita: mixed

Following a ten year low of $238, per capita
road expenditures increased 8% in 2011 to
$257. Total road expenditures increased 8.6%.

Employees per 1,000 Capita: mixed

The number of budgeted FTEs decreased from
1,680 in 2010 to 1,675 in 2011, while FTEs per
capita decreased from 3.95 to 3.91 (down from
4.62 in 2007).

Personnel Expenditures: mixed
Personnel expenditures have increased an
average of 10.6% over the last 5 years.

Employee Benefits Costs: unfavorable
Benefit costs grew about 8% annually over the
last ten years.

Operating Position

General Fund Surplus or Deficit: favorable
General Fund experienced a $7 million deficit
in 2008, which was reduced to a $1.5 million
deficit in 2009. In 2010, an $8.7 million surplus
was recorded. In 2011 an additional surplus of
$4.6 million was added.

Fund Balance — General Fund & Permanent
Reserve Fund: mixed

General Fund undesignated fund balance was
$15.0 million up from $10.9 million in 2010.
New accounting rules require the fund
balances of the Permanent Reserve Fund and
General Fund to be combined when reported.

Fund Balance — Road Fund: favorable

Fund balance has fluctuated over the past ten
years, but has been increasing. The 2011 fund
balance ($32 million) is the highest it's been in
the ten years covered by this report.

Fund Liquidity - General Fund and Road
Fund: favorable

General Fund’s liquidity increased from a low
of $10 million in 2009 to $29 million in 2011
(including $6.6 million in Permanent Reserve).
The Road Fund’s liquidity was adequate at
$31.6 million.

Fund Liquidity — Community Development:
mixed

Liquidity in the Community Development Fund
has improved over past years but will need to
be monitored closely.

Fund Liquidity — ER&R Fund: favorable
Liquidity of the equipment replacement fund
remained at about $4 million to $5 million from
2001 until 2008, when it dropped to $2.3. It has
been steadily increasing to $4.2 million in
2011.

Enterprise Funds - Change in Net Assets:
mixed

Enterprise funds net assets decreased by $0.4
million in 2011, mostly due to Clean Water
spending down fund balance.

Enterprise Funds operating income: mixed
Operating income (adjusted for CPI) has been
declining slightly every year except for 2006
and reached a ten year low in 2008. It has
climbed back to previous levels of $4 million.
Clean Water is now operating at a loss.

Net Assets — Insurance Reserves: mixed
The General Liability Fund has enough
reserves set aside to satisfy reserve
requirements in the most recent actuarial
study. Unemployment insurance claims
dropped in 2011 from the ten year high in 2009
and will need to be monitored in the future.
Industrial insurance is beginning to rebuild its
reserves after depleting them in 2010.

Xi
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Debt Structure & Leave Liabilities
Short Term Debt: favorable

Short term debt increased in 2011, but remains
at a low level. The Fair Fund is responsible for
95 percent of all short term debt.

Long-Term Debt: favorable
Long term debt per capita has steadily
decreased from $426 in 2004 to $334 in 2011.

Debt Service Cost: mixed

Debt Service, as a percentage of operating
revenues, increased from 4.2% in 2010 to 4.4%
in 2011, Total debt service increased by 4.2%.
Although annual debt service, adjusted for
inflation, has remained fairly stable since 2005,
it has increased by 58% since 2002.

Overlapping Debt Per Capita: mixed
Overlapping debt per capita increased eight out
of the last ten years, with exceptions in 2006
and 2011. The result is a 29% increase
between 2002 and 2011. Given that, and a high
unemployment rate, voters may be reluctant to
pass future levy and bond measures.

Vacation Leave Liability: unfavorable

Unused vacation leave per FTE increased
10.5% in 2011 and is higher than any other
year in this report. The obligation is fully funded
in proprietary funds and 25% of fund balance is
assigned for the liability in governmental funds.

Condition of Capital Assets

Repair and Maintenance Costs: favorable
Repair and maintenance spending for roads
increased by 28.5% in 2011 and other repair
and maintenance spending decreased by 11%.
Road maintenance cost per mile in 2011
($16,258, adjusted for inflation) was 16% over
the most recent five year average, Other
maintenance and repair costs, as a percentage
of the cost of capital assets being depreciated,
was 7.8% in 2011, compared to a five year
average of 8.0%

Funding for Capital Outlay: favorable

The County has been able to continue to fund
software upgrades and road and park projects.
However, due to reduced revenues and
economic uncertainty, some projects are being
scheduled further out in the capital plans.

Capital Assets: favorable

Capital asset value continues to grow. Land
and infrastructure account for 67% (mostly
roads and storm water facilities) and buildings
and other improvements account for 24% of
total capital asset costs.

Economic Base

Population of Cities & County: mixed

While population has increased over 20% in
the last 10 years, the estimated population
increase in 2011 from the 2010 census was
less than 1%. (425,363 to 428,000).

K-12 School Enrollment: mixed
School enrollment decreased 4% in 2011 from
2010.

Median Household Income: unfavorable
Median household income decreased in 2011.
Household income has lagged behind inflation
for the last 10 years.

Registered/Participating Voters: favorable
The number of registered voters increased in
2011 slightly (3.6%). Voter participation was
low, which is consistent with off year voting
patterns.

Assessed Property Values: unfavorable
Assessed real property value continued to
decline in 2011, decreasing by over $900
million. New construction added only $270
million, less than any other year in the ten
years covered by this report.
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Residential and Commercial Development:
unfavorable

The number of residential permits issued
decreased in 2011 from 2010 and represents
the lowest number of permits processed in the
10 years covered by this report.

Port of Vancouver Activity: favorable
Tonnage handled decreased marginally (from
5.7M metric tons to 5.6M) but ship calls
increased and revenue was up 18.2% in 2011.

Community Employment: unfavorable
The unemployment rate decreased but remains
high at 9.2% in December 2011, down from
13.7% at the end of 2010. The local
unemployment rate continues to be higher than
the State and Portland Metro area rates.

Taxable Sales of Goods and Services:
unfavorable

Unincorporated County sales tax revenue
showed a marginal increase in 2011 but has
declined over 18% in the last 5 years. Total
taxable sales in Clark County were up 4.2% in
2011 from 2010.

REPORT SCOPE AND METHODOLOGY

The methodology used in this report was first
developed by the International City/County
Management Association (ICMA) in their
publication, Evaluating Financial Condition: A
Handbook for Local Government. In
accordance with the ICMA methodology, we
developed a definition of general government
operating revenues and expenditures that
includes the General Fund, Road Fund and
other governmental special revenue, capital
projects and debt service funds.

Excluded from the definition of general
government operations are enterprise and
internal service funds. However, we have
included selected indicators for the water,
sewer, and solid waste enterprise funds and

for the equipment, repair, and replacement
(ER&R) and insurance reserves internal
service funds.

Sources of data:
= Clark County’s Comprehensive Annual
Financial Reports (CAFR) and County
financial records provided most of the

financial data

= Washington State Office of Financial
Management provided population, and
median income data

= The Clark County Treasurer's records
provided property tax data

=Clark County documents

provided FTE data

budget

= Office of Superintendent of Public
Instruction for the State of Washington
provided school enrollment data

= Clark County Assessor’s office provided
assessed property values

=Clark County Elections
registered voter data

provided

= Port of Vancouver CAFR provided port
activity data

= The County Planning and Building
Departments provided development
data

To eliminate the effects of inflation from
year-to-year comparisons, if necessary, we
adjusted dollar amounts for each prior year
to equal purchasing power in FY 2011,
using the  Portland-Salem-Vancouver
Consumer Price Index for Al Urban
Consumers, as reported by the Bureau of
Labor Statistics, U.S. Department of Labor.
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OPERATING REVENUE PER CAPITA
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Analysis

€ Operating revenue decreased in 2011. Un-
adjusted revenue is at the same level as 2005.
Adjusted for inflation operating revenue per
capita has decreased approximately $100 per
capita since 2005 and is at the lowest point in
the past 10 years.

@ Average annual revenue growth over the past
5 years is 0.16%. When adjusted for inflation
there has been a decline of 3.2%.

€In 2003, the Health Department was added,
bringing an additional $18M in revenues.

Indicator Explanation. Operating revenue per
capita includes taxes, licenses & permits, fines
& forfeitures, grants, and other miscellaneous
sources. It does not include revenue from pro-
prietary activity.

Importance. Constitutes a general measure of
Clark County’s capacity to provide continuity of
services to its citizens. Rating: unfavorable

GENERAL FUND REVENUE PER
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Analysis

@ For the second consecutive year the Gen-
eral Fund unadjusted revenue growth per capita
showed a slight improvement in 2011.

@ Adjusted revenue growth per capita has de-
clined 9.7% since it's peak in 2005 and has been
essentially flat since 2008.

@ Tax revenues have declined from 65.8% of
General Fund revenues in 2002 to 60.1% in
2011. In the same period, charges for service
have increased from 11.4% to 17.6% of Gen-
eral Fund revenue.

Indicator Explanation. General Fund revenue
per capita includes taxes, licenses & permits,
fines & forfeitures, and other miscellaneous
sources. It does not include transfers, includ-
ing the special revenue sales tax transfers from
fund 1009 Special Law Enforcement, 1023
Criminal Law and Justice, and 1034 Law and
Justice Sales Tax.

Importance. The County’s General Fund pro-
vides most of the services that are not funded
by dedicated revenue sources or revenues col-
lected for specific purposes. General Fund rev-
enues are the most flexible and is the lender of
last resort. Rating: mixed
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ROAD FUND REVENUE PER CAPITA
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Analysis

@ Adjusted Road Fund revenue per capita, is
now at 2005 levels, largely due to the decrease
in grant funding.

€ Road Fund revenues have increased $9.0M
or 18% since 2002. The population has also
grown 18% keeping the unadjusted revenue per
capita essentially unchanged.

€ Charges for services decreased to $5M or
9.0% of revenue. This revenue has decreased
$8M or 61.5% since 2008.

Indicator Explanation. Road Fund revenue per
capita includes taxes, licenses & permits, fines
& forfeitures, and other miscellaneous sources.
It does not include Public Works Trust Fund
loans.

Importance. The decline in Road Fund rev-
enues would suggest a slowdown in projects
with matching state and federal funds. Locally
generated revenues continue to grow. Rating:
mixed

RESTRICTED REVENUE AS A PER-
CENT OF OPERATING REVENUE
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Analysis

@ Restricted revenue as a percent of operat-
ing revenue decreased the past three years.
In 2011 restricted revenues were 53.6% of op-
erating revenues compared to 58.6% in 2008.

€ 1n 2003, the County added the Health Depart-
ment, increasing restricted revenues $18M. In
2006-2007 new funds, including sales tax funds,
Metropolitan Parks District, and Camp
Bonneville, contributed to the increase.

@ The percent decline in 2005 was primarily due
to the decline in Road Fund revenue (grants).

Indicator Explanation. Restricted revenues are
restricted for special purposes in accordance
with state statutes or local ordinances, includ-
ing Road Fund revenue, Mental Health revenue,
Community Development revenue, and Health
Department revenue, as well as lesser miscel-
laneous revenues.

Importance. Increases in restricted revenues
suggest that the County has been successful
in attracting funds for dedicated purposes. How-
ever, anincrease as a percent of operating rev-
enue may also reflect that the County has pro-
portionally less funds available for discretion-
ary programs. Rating: favorable
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TAX REVENUES PER CAPITA
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Analysis

€ Unadjusted Tax revenue per capita contin-
ued its slight improvement in 2011. Tax rev-
enue per capita, adjusted for inflation, declined
from a high of $351 in 2005 to $318 in 2009.

€ Over the 10 year period from 2002 to 2011
tax revenue per capita, adjusted for inflation, has
increased 0.5% annually.

€In 2006, the City of Vancouver discontinued
the sales tax revenue sharing agreement with
the County. For comparative purposes, rev-
enues received from Vancouver have been ex-
cluded.

Indicator Explanation. Tax revenues include
property, sales & use, excise, hotel/motel, and
other miscellaneous taxes. Proprietary activity
is not included.

Importance. Tax revenue per Capita is a gen-
eral measure of the County’s ability to sustain
services to its citizens. It is also one measure
of the local economy. Rating: mixed

INTERGOVERNMENTAL REVENUES
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Analysis

@ Intergovernmental revenues per capita ex-
perienced a sharp drop in 2011. The decrease
was across several departments, however 47%
of the decrease was concentrated in DCS, Men-
tal Health, and Public Health.

€ The increase in 2002 and 2003 was due to a
significant increase in Road Fund grants as dis-
cussed in previous trends.

€In 2006, the City of Vancouver discontinued
the sales tax revenue sharing agreement with
the County. Jail, District Court, and Correction
services are now billed as intergovernmental
revenue. For comparison purposes, revenues
received prior to 2006 have been adjusted.

Indicator Explanation. Intergovernmental rev-
enues in all funds includes grants and contracts
with other governmental agencies. It does not
include revenue from taxes, permits, charges
for services, or fines. It does not include rev-
enue from proprietary funds.

Importance. Intergovernmental revenues per
capita is a measure of the County’s ability to
attract funding from outside sources, including
state and federal government. Rating: unfa-
vorable
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CAPITAL PROJECT REVENUES
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@ Capital project revenue has experienced a
steep decline, primarily as a result of a de-
crease in real estate excise tax (REET) and
development impact fees.

42010 includes a $3.5M return of REET from
Vancouver. Without the one-time return, REET
revenue would have declined and capital project
revenues would have only a small increase.

@ REET and impact fees are generally 65%-
70% of capital project revenues.

Indicator Explanation. Capital project rev-
enues are used for the acquisition and construc-
tion of capital projects. Revenues include REET
funds, impact fees, and conservation futures.
(Taxes, fees, grant funding, and interest earn-
ings.) Excludes debt, general fund revenues,
special revenue funds, and proprietary funds.

Importance. Capital project revenue is an indi-
cator of activity in the real estate and construc-
tion markets. Decline may mean a slowdown
in the local economy and restrict the County’s
ability to support future growth and infrastruc-
ture. Rating: unfavorable

LICENSES & PERMIT AND CHARGES
FOR SERVICES REVENUES AS A
PERCENT OF OPERATING REVENUE

Adjusted for CPI

24%

0
20% T

16%

12%

8%

4%

0% v T T T T r T T
2002 2005 2008 2011

—e— Licence, Permit, Charges for Services
Analysis

@ Licenses & permit and service revenue as a
percent of operating revenue improved slightly
in 2011. These revenues accounted for 16.6%
of total operating revenues in 2011.

€ The declining trend is due to the decrease in
building and development activity and the Health
Department’s outsourcing of services.

€ The 2011 improvement is attributed to an in-
crease in building permit activity as well as ani-
mal licensing.

Indicator Explanation. Licenses & permits and
charges for services includes impact fees, re-
cording fees, technology fees, and county indi-
rect fees for the General Fund, special revenue
funds, and capital funds. Proprietary funds are
not included.

Importance. Due to tax limitations, the County
has increasingly turned to a fee-for-service
policy for certain services. Improvement in the
economy has helped these revenues show
small improvement in 2011. Rating: mixed
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ENTERPRISE REVENUE AND
EXPENSES
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Analysis

€In 2011, inflation adjusted enterprise rev-
enue reached it's highest popint, at $14.7M.
In 2011 expenses exceeded revenues by
$0.3M.

€ Since 2002, expenses, adjusted for infla-
tion, have increased from $6.7M to $14.9M
(approximately a 122% increase).

@ The fund balance for the Clean Water Fund
has continued to decline and is now approxi-
mately $4M. Since 2002, the Solid Waste
Fund expenses have exceeded operating rev-
enue by $9.3M, however grants have kept the
fund positive.

Indicator Explanation. Enterprise activities
generates revenue to cover some or all operat-
ing expenses. It does not include interest in-
come, grant revenue, capital contributions or
transfers from other funds. Enterprise activi-
ties include Sanitary Sewer, Solid Waste, and
Clean Water.

Importance. Enterprise funds are intended to
be self sustaining. Prolonged deficits might
mean that fee increases are necessary or sup-
port from other funding sources required. Rat-
ing: mixed

GENERAL FUND REVENUE
VARIANCE
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Analysis

€ The General Fund has had a positive rev-
enue variance in three of the last six budget-
ing periods.

€ In 1999, the County changed budgeting
methodology, going from annual to biennial
budget periods.

€1n 2007-2008, taxes and fees and charges
were significantly below budget, contributing
to a $5.5M revenue deficit. Approximately $3M
of the deficit related to lower than expected
revenue due to economic conditions.

Indicator Explanation. A comparison of ac-
tual General Fund revenues to projected (bud-
geted) revenues. The comparison is made be-
tween the final revenue reported in the com-
prehensive annual financial report (CAFR) and
the final revenue budget.

Importance. General Fund revenue variance
is an indicator of the County’s ability to accu-
rately estimate it's available revenue resource.
Rating: mixed
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GOVERNMENT EXPENDITURES PER
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Analysis

4 Total governmental expenditures were
lower by 2.3% (or $6.5M) in 2011 than in 2010.
Expenditures are down 16% since 2008.

41n 2011 public safety accounted for 25% of
the total expenditures, transportation for 12.9%,
health and human services for 20.9%, and
general government for 12.8%.

4 County-wide government expenditures per
capita, adjusted for inflation, were $660 in
2011, down from $699 in 2010.

Indicator Explanation. Expenditures of
funds for government programs, including law
& justice, roads, community development,
parks & recreation, social services, public
health, general government, capital, and debt
service. Does notinclude internal service fund
expenses, enterprise fund expenses, or
interfund transfers.

Importance. A decline in expenditures per
capita might indicate an economic downturn
that constrains revenue, requiring the County
to better manage service delivery with fewer
resources. Rating: mixed
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Analysis

4 Capital expenditures in 2011 were $13.7M
primarily on parks and open spaces ($11.4M).

4 From 2002 to 2005 the County spent
$70.7M on building projects including the
Public Service Center, the Center for
Community Health, and the Fairground
Exposition Center.

4 From 2002 to 2011, the County spent
$72.2M on parks and open spaces.

Indicator Explanation. Includes capital ex-
penditures in the capital funds. Does not in-
clude capital projects in the Road fund, enter-
prise funds, or internal service funds. Capital
expenditures include costs to repair, maintain,
and improve long term assets such as equip-
ment, buildings, and vehicles.

Importance. A decline in capital expenditures
may indicate a backlog in County facility
needs. Deteriorating infrastructure and capi-
tal assets may discourage business activity,
reduce property values, and increase operat-
ing expenses. Rating: mixed
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GENERAL FUND
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4 General Fund expenditures increased 2.7%
($2.2M) from 2010 to 2011. The change is
largely attributable to an increases in
environmental services spending.

41n 2011, general government expenditures
increased $.2M, public safety expenditures
increased $1.7M, and all other activities,
combined, increased by $1.3M.

4 Per capita cost, adjusted for inflation,
decreased by 2.1% in 2011 ($289) from 2010
($291).

Indicator Explanation. The County’s Gen-
eral Fund expenditures include law & justice,
parks & recreation, general government op-
erations, capital expenditures and debt ser-
vice. They do not include any interfund trans-
fers.

Importance. General Fund accounts for all
financial resources except those required to
be accounted for in another fund. As such, it
is a barometer of general county government
viabiltiy. Consistent levels of expenditures per
capita may mean that the county is managing
resources to match the growing population.
Rating: mixed

ROAD FUND EXPENDITURES
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Analysis
#Road Fund expenditures were $52.5M in
2011, up $4.2M from 2010.

4 Road Fund per capita expenditures
increased to $250 in 2011, compared to $230
in 2010.

4In 2011, Road Fund capital expenditures
were $7.7M higher than in 2010 ($21.6M from
$13.9M in 2010) and operating expenditures
in 2011 were $.3M higher than in 2010 ($36.9M
from $36.6M in 2010).

Indicator Explanation. Expenditures from
the County’s Road Fund include road mainte-
nance, and design and construction of new
transportation projects in unincorporated parts
of the County. They also include expenditures
for work done in other jurisdictions that are
reimbursed to the County.

Importance. Road Fund expenditures gener-
ally are project driven and are limited by bud-
getary constraints. Areduction in expenditures
may be the result of a decline in development
and a corresponding reduction in resources
available to execute projects.

Rating: mixed
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4From 2001 to 2008, there was an average
of 4.45 County employees per 1,000 residents.
Since then, the average has declined to 3.92.

41n 2011 there were 1,675 budgeted full-time
equivalent positions in the County, down from
the peak in 2008 (1,926) by 251 FTEs.

4Law and Justice employees make up 48%
of the County workforce. Public Works has
17% of employees and General Government
has 12%. All other functional areas make up
the remaining 23%.

Indicator Explanation. The number of
budgeted full-time equivalent (FTE) positions
in all Clark County programs and funds.

Importance. Changes in the number of em-
ployees may be a positive trend if increases
relate to providing more services to citizens
or decreases signify increasing efficiency.
Conversely, changes could be a negative trend
if they indicate a reduction of services or a
decline in productivity. Rating: mixed
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Analysis

#Personnel expenditures increased to 44.7%
of total expenditures in 2011 from 43.0% in
2010.

4 Personnel expenditures, adjusted for infla-
tion, decreased 1.66% in 2011 from 2010.

4 Personal service costs per capita were
$328.2 in 2011, below the 5 year average of
$337.9.

Indicator Explanation. Personnel expendi-
tures include salaries, wages, employee ben-
efits (including clothing, vehicle allowance,
accrued leave, and health insurance), and
employer portion of taxes and PERS (retire-
ment).

Importance. Changes in personnel costs as
a percentage of operating expenses may be
due to increases in personnel costs or a re-
duction in other expenditures. Rating: mixed
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EMPLOYEE BENEFIT COSTS
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#Average benefit costs per FTE were $23,283
in 2011, an increase of 5.5% over 2010.

4 Benefit costs, as a percentage of total per-
sonnel costs, were relatively flat in 2011 at
25.8% compared to 25.1% in 2010.

4 According to the US Bureau of Labor Statis-
tics, state and local government benefits gen-
erally comprise 34.5% of total compensation.

#Benefits per FTE grew about 8% annually
over the last 10 years.

Indicator Explanation. Employee benefits
include health insurance and employer con-
tributions for other benefits such as social
security taxes and retirement.

Importance. Increases in benefit costs may
be a reflection of the economy in general, such
as the burgeoning cost of health care or at-
tempts to manage an unfunded gap in pen-
sion liabilities. Rating: unfavorable
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GENERAL FUND SURPLUS OR

@ The General Fund continued to recover from
2008 when the worst deficit during this ten year
trend was recorded. The surplus for 2011
amounted to $4.6 million due to modest rev-
enue growth and flat expenditures.

€ The 2008 operating deficit of $7.1 million was
caused by the weakening economy which af-
fected real estate and housing construction
related revenues.

@ The deficit for 2004 was $4.3 million, mainly
the result of one time transfers to eliminate
operating deficits in other funds and for tech-
nology capital projects.

Indicator Explanation. Consists of the an-
nual change in fund balance for General Fund
revenues and other resources minus General
Fund expenditures and other uses.

Importance. Repeated operating deficits

might indicate an inability to sustain services
in the long term. Rating: favorable
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Analysis

€ Accounting rule changes in 2011 require
the General Fund and Permanent Reserve
fund balances to be combined for reporting
purposes.

@ The total unassigned General Fund fund
balance continues to improve and at the end
of 2011 was approximately 15% of annual
revenues.

@ Best practices indicate the General Fund
ending fund balance should be between 15%
-20% of annual revenues. In 2011, the un-
assigned General Fund fund balance
reached the lower end of this range.

Indicator Explanation. Unreserved/
uassigned fund balance for the General Fund
(and Permanent Reserve Fund).

Importance. Declining or low balances are a
warning trend that a government may not be
able to meet service needs in an economic
downturn or financial emergency. High bal-
ances may indicate that the County is collect-
ing more revenues than it needs or is defer-
ring expenditures. Rating: favorable
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FUND BALANCE - ROAD FUND
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Analysis

€ Fund balance for the Road Fund was $32.0
million, up from $24.7 million in 2010 (a $7.3
million increase). The increase in fund bal-
ance was due in part to $3.0 million in un-
spent Public Works Trust Fund loans that
were drawn in 2011. Also, there were $2.0
million in carry-forward projects that were not
completed in 2011.

@ Road fund balance can fluctuate with the
timing of capital related road projects and as
intergovernmental grants are received for
such road projects.

Indicator Explanation. Annual year end fund
balance of the County Road Fund.

Importance. Declining or low balances are a
warning trend that a government may not be
able to meet service needs in an economic
downturn or financial emergency. Very high
balances may indicate that the County is col-
lecting more revenues than it needs or is de-
ferring expenditures. Rating: favorable
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Analysis

€ General Fund’s liquidity ratio was fifteen to
onein 2011, up from 2010 and 2009. In 2008
it was at the lowest point in the last ten years,
as the result of declining cash and invest-
ments.

@ General Fund liquidity ratio has ranged from
a low of three to one in 2008 to a high of fifteen
to one in 2011. The liquidity ratio has a ten
year average of seven to one.

@®Road Fund has $31.6 million in liquid as-
sets at the end of 2011, up from $20.1 million
in 2010. Road fund liquidity has been steadily
growing over the last four years.

€ The Road Fund’s liquidity ratio has fluctu-
ated from a high of sixteentoonein2010to a
low of one to one in 2001. Road Fund liquid-
ity is largely determined by the timing of rev-
enues and expenditures for road projects.

Indicator Explanation. Liquid assets (cash
and investments to short-term liabilities) for
the General Fund and County Road Fund.

Importance. Liquidity is an indicator of the
fund’s ability to pay its short-term obligations.
A liquidity ratio below one to one or a persis-
tently declining trend, may foretell a cash flow
problem and increases the need for short-term
borrowing. Rating: favorable
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FUND LIQUIDITY

COMMUNITY DEVELOPMENT FUND LIQUIDITY - ER&R FUND
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€ Fund liquidity declined steadily between
2005 and 2008 but has been improving since
it's lowest point in 2008. The fund is still de-
pendent on transfers from the General Fund.

®Liquidity improved in 2009 and continued
through 2011 after a major reorganization of
the department and reduced staffing. The
BOCC also increased development and
building fees in 2009.

®Liquidity was at a ten year low, a negative
$2.7 million at the end of 2008, the result of
declining building and planning activity.

€In 2005, liquid assets more than doubled
from 2004 and reached their highest point in
ten years as planning and building activity in-
creased.

Indicator Explanation. Liquid assets (cash
and short-term investments to current liabili-
ties) for the Community Development Fund.

Importance. Liquidity is an indicator of the
fund’s ability to pay its short-term obligations.
A liquidity ratio below one to one or a persis-
tently declining trend, may foretell a cash flow
problem and increase the need for short-term
borrowing. Rating: mixed
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@ Liquid assets increased in 2009 thru 2011;
primarily from Road Fund contributions and
the result of more scrutiny in replacing capital
equipment. Some replacements have been
delayed, while some have been eliminated.

@ Liquid assets have a ten year average of
$4.0 million with 2008 being the lowest year,
at $2.3 million.

@ Liquid assets were at aten year low of $2.3
million at the end of 2008, mainly because of
the cost involved in rock mining for inventory
which will be used in future years.

@ Since 2007, $850,000 in reserves has been
returned to County participants, as the fleet
was downsized.

Indicator Explanation. Liquid assets (cash
and short-term investments to current liabili-
ties) for the ER&R (Equipment Rental and Re-
placement ) Fund.

Importance. Liquidity is an indicator of the
fund’s ability to pay its short-term obligations.
A liquidity ratio below one to one or a persis-
tently declining trend, may foretell a cash flow
problem and increase the need for short-term
borrowing. Rating: favorable
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@ Net assets grew by $56 million in 2002, pri-
marily from the addition of storm water facili-
ties contributed by developers in prior years
to the Clean Water Fund, in accordance with
a new accounting policy.

€1n 2004, net assets grew by $27 million; $5
million came from operations, $7 million for a
contract prepayment in the sanitary sewer
fund and $16 million in prior year adjustments
for contributed storm water facilities in the
clean water fund.

@ Net assets grew by $31 million in 2007, most
of which was from contributed sewer treat-
ment plant and clean water assets.

€ For 2011, total net assets decreased by $0.4
million, mostly due to the Clean Water Fund
continuing to spend down fund balance.

Indicator Explanation. Changes in net as-
sets of Sanitary Sewer, Clean Water, and Solid
Waste funds.

Importance. Enterprise funds generally use
their capital assets to provide services to cus-
tomers. Contributed assets increase the capi-
tal assets used to generate revenues, but
there is also a cost of maintaining these capi-
tal assets that could impact future operating
revenues. Rating: mixed

13

@ Adjusted CPI operating income for the three
enterprise funds declined in 2011.

€ The Sanitary Sewer operating income has
been fairly consistent at about $4 million per
year except for 2009, when it dropped to $0.7
million as excess monies from operations
were returned to it's customer.

@ Clean Water operating income was consis-
tent at an average of $1.3 million per year until
2007 when the fund began operating at a defi-
cit. The operating deficit is due to stagnant
revenues and increased capital and mainte-
nance expenses.

€ The Solid Waste Fund reports an operating
deficit every year since 2005. Operating
losses are offset by grant revenue. A $4 mil-
lion loss in 2008 was a planned increase in
expenses for purchase of new recycling bins
and carts from reserves.

Indicator Explanation. The operating income
(excludes depreciation expense and includes
operating grants) of Sanitary Sewer, Clean
Water, and Solid Waste funds.

Importance. Enterprise funds recover their
operating costs by charging fees to their cus-
tomers. Operating income is an indicator that
sufficient rates are set to recover operating
costs. Rating: mixed
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Analysis

@ General Liability Insurance reserves peaked
in 2001 when the County was self-insured. In
2002, the County joined the State risk pool and
excess cash reserves were transferred to the
General Fund in 2002 and 2003.

# State Risk Pool members acquire $20 mil-
lion (with another $5 million optional) of joint
liability coverage on a “per occurrence” basis
for 3rd-party bodily injury, personal injury, prop-
erty damage, errors and omissions, and ad-
vertising injury. Clark County has a $500,000
deductible in 2011.

€ General liability has maintained cash re-
serves of about $3 million since 2002. In
2011 cash reserves are just above the esti-
mated claims liability needed per the risk
pool.

€4 Unemployment insurance reserves have
remained fairly constant at about $2.6 million
until 2008 when they dropped to $2 million. In
2009 reserves dropped further to $1 million
as unemployment claims increased from lay-
offs. In 2011, reserves of approximately $1.5
million are consistent with the prior two
years.
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NET ASSETS
INSURANCE RESERVES
(continued)

In Thousands
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@ Industrial insurance (worker’s compensa-
tion) net assets decreased to a ten year low
in 2010 of about $5,000. In 2007, contribution
rates were increased and net assets reached
$598,000 In 2008 (climbing from a low of
$131,00 in 2005). In 2010, industrial insur-
ance costs exceeded contributions by about
$212,000 and reserves dropped to a ten year
low. Increased rates in 2011 rebuilt the cur-
rent reserves.

€ The County maintains a $1 million commer-
cial policy for excess worker’s compensation
claims, with a $750,000 deductible.

Indicator Explanation. Includes year-end
net assets for the County’s insurance reserve
funds (General Liability, Industrial, and Un-
employment Insurance) with adjustment to
General Liability for accrued claims payable
obligation.

Importance. Adequate reserves or insurance
coverage is necessary to meet claims as they
may occur. Rating: mixed
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SHORT-TERM DEBT

In Millions
$12

L/
A

$6

$3

$0 T T T
2002 2005

T T

2008 2011
Analysis

4 Only the County Fair Fund ($678,507) and
the Community Services Fund ($32,858) had

short term borrowing at the end of 2011.

4 Community Development had borrowing of
$1.2Min 2007 and $2.6M in 2008, mostly due
to construction activity decline. In 2009 and
2010 the General Fund increased cash
transfers to Community Development.

41n 2003 the Building Construction Fund had
a $3M borrowing, prior to acquiring long-term
financing. Central Support Services and 911
Emergency Services Funds, combined, had
$5Min borrowing.

Indicator Explanation. Shortterm debt con-
sists of registered warrants, lines-of-credit,
and other short term financing instruments.
Also included in this trend are interfund loans.
This does not include bonds, accrued liabili-
ties, vouchers payable, or due to other funds.

Importance. Increasing amounts of short-
term debt can be an indication that programs
using this type of borrowing are short of cash
to pay operational costs, and that further
analysis of revenue sources and operational
expenditures are warranted. Rating:
favorable
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LONG-TERM DEBT

In Millions
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Analysis
¢ Long term debt amounts did not change
from 2010 to 2011.

¢In 2004, a $57M debt increase funded
construction of the commmunity health
building and the fairgrounds exposition center,
as well as park acquistions

¢ Long term debt per capita has steadily
decreased, from $426 in 2004 to $334 in 2011.

Indicator Explanation. Long Term debt
includes general obligation bonds, special
assessment bonds, capital lease agreements,
and advances (loans) due to other govern-
ments. Special revenue bonds and other
enterprise fund debt is not included.

Importance. High and increasing levels of
debt could eventually strain repayment op-
tions, affect future interest rates, and hinder
future ability to borrow funds for capital re-
pairs and improvements. Rating: favorable



#Debt service cost decreased from a high
of $15M in 2005 to $13M in 2007 and has
remained stable since then.

41n 2004, $57M in general obligation bonds
were issued, resulting in substantially higher
debt service payments, beginning in 2005.

4 Adjusted for inflation, debt service has
increased by 58% since 2002, but has
remained fairly stable (ranging from $12.4M
to $13.2M) since 2005.

Indicator Explanation. This includes expen-
ditures for the retirement of long term debt
from the governmental funds. This does not
inlcude retirements of special assessment
bonds, short term debt, or proprietary fund
debt.

Importance. High or increasing amounts of
debt service can become a factor in bond
ratings and can also encumber cash available
for ongoing operating expenditures. Rating:
mixed
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Debt Financial Trends 2011
DEBT SERVICE COST OVERLAPPING DEBT PER CAPITA
In Millions
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4 Overlapping debt per capita had steady
increases until 2005, decreased by 4% in
2006, had small annual increases until 2010,
and decreased by 4% in 2011.

4 At December 31, 2011, school districts
account for 54% of total overlapping debt,
cities for 18%, and the County for 14%. The
remaining debt belongs to fire districts, port
districts, and libraries.

4 Total overlapping debt decreased by $34.6M
between 2010 and 2011 (3.3% decrease).

Indicator Explanation. This includes gen-
eral obligation bonds for all taxing districts in
Clark County, as well as bond anticipation
notes and long term loans within the County’s
governmental funds. It does not include the
County’s proprietary fund debt, contracts pay-
able, capital leases, special assessment
bonds, or long term compensation payables.

Importance. At some point, high levels of
overlapping debt will strain taxpayers ability
and willingness to pay more. This will make
future levies and bonds requiring voter
approval difficult to pass. Rating: mixed



Debt Financial Trends 2011

VACATION LEAVE LIABILITY

Vacation Liability Per FTE
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Analysis

4 Unused vacation leave per FTE has
increased by 49% since 2002 (11%
increase in 2011). The spike in 2003 was
due to the addition of health department
employees and their accrued leave banks.

4 Total unused vacation liability has
increased by 46% from 2006 to 2011 (11%
increase in 2011).

4 Factors such as employee buy-back of
vacation time (which was suspended for
most employee groups in 2009), increases
and reductions in staffing, and the retirement
of long-time employees affect vacation
liability.

Indicator Explanation. This includes all
earned and unused vacation leave for all
County employees. It does not include other
unused compensations, such as holiday pay,
sick leave, or other related benefits.

Importance. High leave balances per FTE
can be an indicator of low turnover and high
employee satisfaction. Higher levels of leave
balance should be monitored, as they may
represent a sizable unfunded liability. Rating:
unfavorable
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Condition of Capital Assets

Financial Trends 2011

REPAIR AND MAINTENANCE COSTS
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Analysis

4 Road maintenance costs ranged from
$14M to $17M from 2002 to 2010. 2011 costs
were just under $18 million.

4 Road maintenance cost (including
overlays) per mile, adjusted for inflation,
averaged $11,148 per year from 2002 to
2006, compared to a $14,052 average over
the last five years.

4Other maintenance costs nearly doubled
from 2002 to 2008 and decreased by 13%
by 2010, due to budget restraints. Costs
increased by 11% in 2011, over 2010. Fleet
maintenance accounts for 53%, while
facilities maintenance accounts for 21%.

Indicator Explanation. Includes repair and

maintenance expenditures for buildings, fleet

and data processing equipment and parks

and road maintenance. This does not in-

clude major capital projects, acquisitions, or

activity in enterprise funds.

Importance. A persistent decline could indi-
cate deferred maintenance that could result
in deterioration of infrastructure and other
capital assets. Maintenance should remain
fairly constant in relationship to the cost of
assets maintained. Rating: mixed
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CAPITALEXPENDITURES
In Millions
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Analysis

#Non-Road capital costs have been relatively
low since 2005. Park acquisitions and
improvements drove the 2009 increase.
Parks have accounted for between 59% and
82% of annual costs since 2006 (77% in 2011).

#Higher costs in previous years were for
construction of the center for community
health, downtown campus development, and
the fairgrounds exposition center.

#Road capital costs fluctuate with grant
revenues, other available resources and the
County’s capital road plan.

Indicator Explanation. Thisincludes expen-

ditures for the acquisition or construction of

buildings, facility improvements, equipment,

and infrastructure in governmental funds.

This does not include any maintenance or

repair activity, nor any activity in proprietary

funds.

Importance. A persistent decline over years
can be an indicator that capital replacement
needs are being deferred, resulting in
obsolete equipment and the creation of
unfunded future liabilities. Rating: favorable



Condition of Capital Assets

Financial Trends 2011

CAPITAL ASSETS

In Millions
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Analysis

#Governmental increases between 2002 and
2003 reflect the addition of contributed county
roads, which were previously not included as
capital assets.

4 Of the $436M increase in governmental
capital assets from 2003 to 2011, $378M is in
infrastructure (mostly roads) and land.

4 Proprietary capital assets increased by
$117M from 2002 to 2011. Construction of
sewer treatment plant expansions added
$76M, while stormwater land and
infrastructure added $27M.

Indicator Explanation. Included here are
all capital assets, including land, buildings,
equipment, infrastructure (such as roads,
stormwater facilities, bridges, etc.), other
improvements, and construction in progress.

Importance. Total cost of capital assets can
be an indication of future maintenance and
repair expenditure requirements, as well as
an indicator for future capital outlay require-
ments for replacement, as assets become
obsolete. Rating: favorable
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Economic Base

Financial Trends 2011

POPULATION OF CITIES AND
COUNTY

In Thousands
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Analysis

#The population of Clark County is estimated
to have grown slightly in 2011 to 428,000 from
the 2010 census figure of 425,363, an in-
crease of just over 0.5%.

4 Approximately 48% of the population lives
in unincorporated areas of the County.

#Population in the entire County has grown
21.3% over the last 10 years. Increases were
slightly higher in incorporated areas at 22%,
than in unincorporated areas, which grew at
a rate of 20%.

Indicator Explanation. Population of incor-
porated and unincorporated areas in the
County, based on census, if available, or as
estimated by the Washington Office of Finan-
cial Management as of April 1 of the year
reported.

Importance. Population change generally fol-
lows the perceived health of the local economy.
Growth in population may reflect a more at-
tractive tax structure than surrounding areas
and be a favorable indicator.

Rating: mixed
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K-12 SCHOOL ENROLLMENT
GROWTH
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Analysis

¢ Student enrollment in the K-12 school
system was down 4% in 2011 from 2010.

#This is the second year of decline in student
population. However, even with the decline,
growth in student population for the last 10
years is almost 24%.

4 Enroliment per thousand population
decreased in 2011, as would be expected with
an increase in general population and a
decrease in student population.

Indicator Explanation. Enroliment in all
schools within Clark County, in grades kin-
dergarten (“K”) through 12th grade.

Importance. Growth in school enrollment
generally follows growth in population.
Rating: mixed



Economic Base

Financial Trends 2011

MEDIAN HOUSEHOLD INCOME

Median household income adjusted for inflation
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Analysis

#Adjusted for inflation, the County’s median
income decreased in 2011 for the fourth
straight year.

4 Median household income in Clark County
has increased 6.05% in the last 10 years, lag-
ging inflation by over 10%.

#Clark County’s actual median income has
been slightly lower than Washington State’s
actual median income for eight of the last 10
years.

Indicator Explanation. Median household
income for Clark County. This means that half
the households in the County have incomes
above this level, and half have incomes be-
low.

Importance. Decreasing median income is
an unfavorable trend and may be a reflection
of the general economy and employment situ-
ation. Rating: unfavorable
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Analysis

#\Voter turnout was low in 2011 at 48%. It was
an off year with no major issues or positions
contested.

4 The number of registered voters increased
slightly to 226,530 in 2011 from 219,616 in
2010 (a 3.1% increase).

4 The pattern of voter participation has been
fairly consistent over the last 10 years with
low turnout in odd years and the highest
turnout for presidential election years.

Indicator Explanation. The number of citi-
zens registered to vote, including those regis-
tered as permanent absentee voters, and the
percent of total registered voters that voted in
the November general election.

Importance. Electoral participation in the gen-
eral election indicates that the level of engage-
ment and interest of the community in the po-
litical process is higher in presidential elec-
tion years. Rating: favorable



Economic Base

Financial Trends 2011

ASSESSED PROPERTY VALUES

In Billions
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Analysis

#Real property values in the County de-
creased in 2011 for the fourth time in a row.

41n 2011 property values were down over
$600 million. New construction added $270
million in value, which was offset by a
revaluation decrease of $934 million for
existing property.

#Approximately 48% of the assessed prop-
erty value lies in the unincorporated portion
of the County.

Indicator Explanation. The valuation of all
real property located in Clark County as
determined by the County Assessor. Does
not include real property owned by state and
local governments, schools, fire, and other
districts, and religious and other exempt
organizations.

Importance. Increases in assessed value,
especially due to new construction, reflect
growth in the local economy and may in-
crease property tax revenues.

Rating: unfavorable
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RESIDENTIAL & COMMERCIAL
DEVELOPMENT

In Millions
$500
$400
$300 ./._-/-\-\
$200 \
$100 T/\%

$0 - ‘ ' . . ‘ . ‘ T .
2005 2008 2011

2002
== Residential ==¢==Commercial

Analysis

41n 2011 the number of residential units for which
building permits were obtained decreased 32.7%
from 2010. 348 residential units were permitted
in 2011, a decrease of 169 units from 2010 and
the lowest number of units permitted in over 10
years.

#The dollar value for residential development
decreased $28.9M in 2011 from 2010.

#The dollar value of commercial development
in 2011 decreased by 20.1% from 2010.

#Even though the dollar value of commercial
units decreased, the number of units permitted
increased from 232 in 2010 to 281 units in 2011.

Indicator Explanation. The number and value
of building permits issued by the Building & Code
Division of the Department of Community De-
velopment. Includes estimated value of construc-
tion at the time of application. Does not include
the cost of land or actual cost of development.

Importance. Growth or decline of permits for
construction is an indication of the economic vi-
tality of the construction sector of the County’s
economy. Rating: unfavorable



Economic Base

Financial Trends 2011

PORT OF VANCOUVER ACTIVITY
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Analysis

4 Ship calls increased to 456 in 2011 from 405
in 2010. Total tonnage handled at the Port
decreased 5% from 5.7M metric tons in 2010
to 5.6M in 2011.

#Port operating revenue increased by 18.2%
in 2011 compared to 2010.

42011 expenditures decreased by $1.4M
(5.2% decrease) during the same period.

Indicator Explanation. The number of ship
calls and volume, in metric tons, of all import
and export activity at the Port of Vancouver
terminals. Does not include other Port activi-
ties.

Importance. Port tonnage and vessel calls
are indicators of economic activity and may
impact employment. Increasing indicators
signal sector vitality. Rating: favorable
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COMMUNITY EMPLOYMENT

Unemployment Rates
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Analysis

4 The County’s annual unemployment rate in
2011 was 9.2%, down from an annual rate of
13.7% in 2010.

4 The County’s unemployment rate continued
to be higher than the State rate (8.5%) and
the Portland Metro Area rate (8.0%) at the end
of 2011.

Indicator Explanation. Number of employ-
able individuals (work force), number of work
force employed (community employment),
number of local jobs, and local and state un-
employment rates.

Importance. The unemployment rate may in-
dicate a favorable trend if the workforce and
number of jobs are increasing. If the unem-
ployment rate is increasing, it may lead to lower
tax revenues, and more demand for social
services. Rating: unfavorable
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TAXABLE SALES OF GOODS
AND SERVICES

In Millions
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Analysis

41n 2011, salesin the County subject to retail
sales or use tax were up by 4.2% from 2010.
Taxable retail sales in cities and towns in-
creased by 4.8%. Taxable sales in unincor-
porated areas of the County increased by
2.8%.

42011 total retail sales subject to sales or use
tax were approximately $4.5 billion compared
to $4.3 billion in 2010. Sales in unincorpo-
rated areas increased from $1.27 billion in
2010 to $1.3 billion in 2011.

4 Adjusted for inflation, retail sales have de-
clined over the last 5 years by 18.5% in unin-
corporated Clark County and by 17.7% in cit-
ies.

Indicator Explanation. The value of trans-
actions involving the sale or purchase of tax-
able goods and services. This includes use
tax values. Does not include nontaxable
transactions.

Importance. Taxable