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General Financial Overview

The Cottonwood Heights City Council is proposing a tax increase of $7.38 per month ($88.51 per year) on a
$400,000 home (assessed value) to collect $1,502,526 for ongoing road maintenance and parks tails and
open space projects. The justification for these projects has been gathered from two sources of citizen
input.
The council commissioned two citizen surveys in June 2016 and November 2017 to gather input on a
variety of issues. Y2 Analytics, a professional survey company, collected data on what is important to
Cottonwood Heights citizens. Priorities were easy to see, based on the question below:

With citizen priorities on roads, parks and open space, the Council has focused its priorities on how to
deliver.

Roads

An independent study of the city roads was conducted during the spring of
2018 which resulted in a Pavement Management Plan. The assessment
included the Pavement Condition Index (PCI) which identifies the general
condition of the asphalt. The basis for determining the PCI of a road is shown
in this chart (right).
The budget reflects an initial outlay of $875,000 specifically focused on road
improvement projects. The council will continue to evaluate the needs
identified in the Pavement Management Plan’s results and recommendations.

“The project team found that it would cost about $4 million per year to
manage the pavement on 115 centerline miles of roadway in Cottonwood
Heights. Of this, about $1.5 million per year would be on preventative
maintenance activities, with the rest being spent on overlays and
reconstruction.” (Christensen, 2018)
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These photos show various examples of asphalt failure and deterioration throughout the community.

An additional $10,000 has been budgeted to hire seasonal help during heavy storms to improve the snow
plowing efforts.

Parks, Trails and Open Space

For recreational amenities, we asked what your priorities were:
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We asked how much you were willing to pay for these improvements. Participants responded with:

We asked if you were willing to pay more taxes to secure these improvements. The response was:

The park and open space projects that we will focus on this year at Mountview Park include shade
structures at the edge of the splash pad and over the playground equipment to reduce the chance of burns
and sun related injuries.
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Plans are underway to expand
the restrooms due to heavy
summer use and make them
usable in the winter. This will
be made possible through a
50/50 grant with Salt Lake
County. The city will pay
$105,000 toward the $210,000
project.

The second grant project is an expansion of the pickle ball courts at Butler Park. Three new courts will be
added (for a total of 6 courts) and shade structures will be added over the seating area. The city will
contribute $27,800 toward the $215,000 project.
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Open Space is a critical element of our community with much of it bordering on the east bench. The Council
is pursuing opportunities to preserve open space and expand access to the Bonneville Shoreline Trail and
associated public open space.

How Will the Money Be Spent?

As mentioned earlier, a property tax increase is needed to accomplish these goals and objectives. The
anticipated spending of those tax dollars would be as follows:

Capital Projects Road Repairs
Mountview and Butler Park Projects
Enhanced Snow Plowing
Fund Balance
Total
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$875,000
$132,500
$10,000
$485,026
$1,502,526
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Property Tax Increase/Truth in Taxation

In order to raise property taxes, the Truth in Taxation process is specifically defined by State Law Sections
59-2-919, 59-2-919.1 & 59-2-919.2. Prior to June 22, 2018 the Council will adopt a proposed budget and
establish the tax rate necessary to collect the necessary revenue.
A public hearing will be scheduled (anticipate to be held August 14, 2018) where citizens can voice their
opinion on the proposed increase. The city council can set the new tax rate (equal to or less than the
proposed tax rate) after the public hearing or at another public meeting within two weeks of the public
hearing.

GENERAL FINANCIAL OVERVIEW
Funding for government services
comes from a variety of sources. This
narrative is offered to provide a more
detailed analysis of how Cottonwood
Heights receives the revenues it uses
to provide services to its citizens. The
intent of this section is to present the
city’s financial structure in a
straightforward and transparent
manner.

General Activities

Most of the services provided by
Cottonwood Heights are funded
through general tax revenues. While
some functions have fees associated
with them, the vast majority do not.
Rather they are funded through
general tax revenues. The largest
sources of tax revenue are property
tax, sales tax, and municipal energy
tax.
Property Tax. While property tax is the largest source of revenue for Cottonwood Heights, Salt Lake
County is charged with assessing real and business personal property within the city and collecting the
taxes for those properties. The county then distributes those funds to individual taxing entities.
Property tax is a stable revenue source, and thus year-to-year fluctuations in revenue are relatively small.
Taxes paid by individual property owners are distributed to school districts, municipalities, counties, and
special districts. The chart (above, right) illustrates the relative percentage of each resident’s property tax
distributed to individual taxing entities.
By state law, primary residences are taxed at 55% of their value as assessed by Salt Lake County. All other
real and business personal property is taxed at 100% of assessed value. Cottonwood Heights’ property tax
rate for the 2018 fiscal year was .1981%. A primary residence in Cottonwood Heights with an assessed
value of $400,000 would pay $435.82 in property taxes to Cottonwood Heights.
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In order to understand property tax in Utah, it is necessary to understand a section of Utah State Law
known as “Truth in Taxation.” The intention of “Truth in Taxation” legislation is to keep property taxes at a
stable level despite what are sometimes wide fluctuations in real estate values. The calculations involved
can be extremely complex, but the primary focus is to avoid wide swings in property taxes regardless of
changes in property values.
Every June, the county submits a “certified tax rate” to all taxing entities within its boundary. This is the
rate that would provide the entity with the same amount of revenue as the previous year, plus an additional
amount for any new property development occurring within the entity’s boundaries during the previous
year. The certified tax rate does not provide for additional tax revenue, due to increased valuation of
existing property or for inflation. If an entity chooses to adopt a tax rate higher than the “certified rate”,
Utah law has very specific requirements for newspaper advertisements and public hearings, from which the
name “Truth in Taxation” is derived.
These regulations tend to keep property tax revenues steady in times of appreciation or decline in property
values. Absent any action from the taxing entity’s governing board, property tax levy rates will decrease
during times of increasing property values and will increase in times of falling property values. These
adjustments in levy rates compensate for rising and falling property values to keep tax levels steady.
Therefore, entities must periodically evaluate and sometimes increase rates above the certified rate in order
to add services or to keep pace with cost inflation.
Property tax revenue tends to rise steadily, although at a generally low growth rate. The graph below
shows a slight decrease from 2013 to 2014. This was due to significant collections in property taxes that
were assessed during the recession that occurred during the latter part of the previous decade. The
payment of those taxes was delayed by a number of taxpayers and finally paid in the 2013 and 2014 year.

Cottonwood Heights
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For the upcoming fiscal year, the City is budgeting $8,493,321 in property taxes. This estimate is based on
forecasts of growth and the proposed 21.9% tax increase.

Relative Property Tax Rates. The following chart shows the tax rates for other cities in Salt Lake
County for the 2017 tax year. For cities included in the Unified Fire Service Area and/or Salt Lake Valley
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Law Enforcement Service Area, representing the Unified Police Department, those rates are added to the
city rate. The average property tax rate for the cities shown below is .002588 and the median rate is
.002007. Cottonwood Heights’ rate for the 2017-2018 fiscal year was .001981. (*Murray Library rate was
removed from the Murray City rate and no other Library rates in the County are included.)

Salt Lake County Property Tax Rates - 2017
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Sales Tax. Sales Tax is the second largest source of
revenue for the City, representing 33% of total
governmental revenue. Retail sales in Cottonwood
Heights are assessed a tax at the rate of 6.85%. 1% of
the 6.85% is assessed by the city. However, following
state law, 50% of this revenue comes directly to the city
where goods are purchased, while the other 50% is
distributed statewide based on population. Cottonwood
Heights receives slightly more from the population
distribution than it does from sales located in
Cottonwood Heights. For the fiscal 2017 year, the city
received $1.13 for every $1.00 of local option sales tax
collected. How this tax is distributed is shown by the
chart to the right.
Sales Tax Trends
Sales tax revenue fluctuates with factors such as inflation and the economy and is thus more volatile than
property tax. The city has seen fluctuations in its sales tax revenues. It is anticipated the city will collect
$6,000,000 in sales tax revenue for FY 2018. The average percentage growth in sales tax revenue from
2013–2017 is 3.81%. Based on trends and experience, we are forecasting revenues of 5.67% over the
previous year’s budget and 4% higher than FY 2018 forecasts.
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Other Revenues. Property and sales tax make up 70% of the city’s general fund revenues. The
remaining revenues come from a variety of sources. These sources are briefly described below:
v Municipal Energy Sales and Use Tax – The city assesses a 6% tax to electricity and natural gas bills
for Cottonwood Heights’ residents and businesses.
v Cable Franchise Fees – There is a 5% tax charged to all cable television bills.
v State and Federal Grants – The largest state grant is the city’s allocable portion of the state gas tax
charges on all fuel purchases. The city also seeks grants, when beneficial, for capital and operation
items. These grants primarily concern public safety and the arts.
v Charges for Services – The city charges fees for such items as building permits, plan reviews,
business licenses, and road cut permits.
v Court Fines – The city contracts with the City of Holladay for court services. Revenues from
Cottonwood Heights’ cases come back to the city. For FY 2016 and FY 2017, Cottonwood Heights
received $530,137 and $388,461 respectively.

Expenditures by Type.
The city’s budget is assembled according
to guidelines established by the city
council. When looking at the overall
general fund budget, 27% of total
expenditures are made for employee
wages, with another 14% to cover the
cost of retirement, health insurance and
other employee benefits. Contracted
services take up 22% of the budget with
operations, debt service, and capital
expenditures making up the rest of the
budget.

Cottonwood Heights
Expenditures by Type
Debt Service,
8.54%
Capital
Expenditures,
9.27%
Wages,
26.76%
Operations,
19.07%

Benefits,
14.16%
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Services, 22.21%

Expenditures by Function. Not
surprisingly, the largest portion of the
general fund budget goes to public safety
(police, code enforcement and fire). The
city spends just over 42.5% of its budget
on these services. 14.5% of the budget
goes for general expenditures such as:
administration, finance, legal services, and
information technology. Public works,
which includes streets and storm drain
consumes 11.6%. Community
development, which covers planning,
business licensing, and engineering makes
up 5.4% of the overall budget. Further
information on individual departments is
available in the Departments, Divisions &
Programs section of this document. (These

charts have been updated with the latest
budget information, 8/7/18)
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Other Funds

In addition to general fund activities, the city maintains two other funds. Their descriptions are shown
below.
Capital Projects Fund. This is the fund used to track revenues and expenditures for large capital
projects. Often, these projects overlap two or more fiscal periods. The revenues in this fund come primarily
from state and federal grants as well as transfers from the general fund. Expenditures in the capital
projects tend to vary year-to-year. Last year’s capital project expenditures were significantly higher due to
the completion of City Hall and the establishment of the city’s public works department, which required a
significant amount of start-up capital.
Community Development and Renewal Area Fund. This is the fund used to track activity in the city’s
redevelopment areas. These areas are created under the authority of state law and in cooperation with
other taxing entities. The “Community Development” designation allows a portion of the tax revenue
generated in those areas to be used to incentivize economic development. The city currently has one such
area known as Canyon Centre. It is anticipated that incentives in this area will allow this to be redeveloped
in a way to provide public amenities such as a park and public parking for access to canyon recreation.
Debt Service Fund. This fund is used to accumulate resources for the purposes of paying principal and
interest on any city debt. Debt includes bonds issued for the purpose of the construction of the city’s
municipal center and acquisition of the public works yard. It also includes equipment leases for the
acquisition of police and public works vehicles. The city only borrows funds for the acquisition of capital
assets and at a term not to exceed the useful life of those assets. This is a new fund for the city in FY18.
Debt service expenditures were previously accounted for in the General Fund.
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Revenues – The first step in budget preparation each year is an evaluation and estimation of
future revenues. These estimates are intended to be conservative and based on current
economic conditions and historical trends. Major revenue estimations are described below:
Revenue Type

Change

Property Tax Growth

1.30%

Proposed Tax
Increase $1,502,526

21.9%

Sales Tax

Fire Service and
Court Contracts

5.67%

-$245,048

Description
Property Tax revenue only increases with
“New Growth” or a tax increase. While
Real New Growth in taxable value of
property within the city increased by
$53,318,073 over the 2017 data, the Net
Growth Revenue generated is $112,495
in new property tax for the city. The
proposed tax increase would result in a
$7.38 per month/$88.51 per year
increase in property taxes on a home
assessed at $400,000 to generate
approx. $1,502,526 for road repairs,
parks and open space projects. The city
has not raised property taxes in the 13
years since incorporation.
Sales tax comes from “brick and mortar”
as well as online businesses that collect
and remit it to the state. While sales tax
revenue grows as inflation forces the
prices of consumer goods higher, the
purchasing power of those dollars is
reduced over time and is calculated to
have dropped by approximately 10% in
a period from 2007 to 2017.
Holladay has paid a portion of the annual
fire services for Station 110 ($165,048 in
2018) which has since been eliminated
through price restructuring by UFA. Also,
changes in Cottonwood Height’s contract
with Holladay Justice Court eliminated a
guaranteed $80,000 annual payment
due to diminishing court revenue. The
revenues and costs are now equally
shared by both cities based on volume of
cases by each municipality.
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Expenditures – Once revenues are established, the city looks at upcoming increases and
decreases in expenditures. Some operating line items are unchanged from the previous year.
Significant changes are described below:

Expenditure
Wages

Health Insurance

Change

COLA, merit and benefit increases totaled
$301,000. Wage allocations were lowered
due to staff reductions or efficiency changes
that resulted in net wages decreasing by
-$135,873.
Through negotiations with our insurance
carrier, the city was able to secure an
increase of 5% over the previous year’s rate.
The estimated cost of this increase is
$31,611.
Software licensing and hardware updates
have not been adequately funded in previous
budgets. An increase of $98,000 this year
and $60,000 next year will correct that
deficiency.
As a most notable change in expenses, the
city is performing a road study to determine a
long-term plan for our road infrastructure
maintenance. The council is being proactive
by appropriating $875,000 in this budget for
road improvements. The council is proposing
a property tax increase through the Truth in
Taxation process to fund maintenance on
streets.
Overall, the 2019 General Fund expenditures
are -2.25% lower than 2018. Capital project
(Road and other improvements) tip the
expenditures to a 6.17% increase over the
prior year.

-$135,873

5.00%

Information
Technology

$98,000

Road
Improvements

$875,000

Net Change in
Operation
Expenses

Description

-2.25%
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