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Cottonwood Heights

City between the canyons

Finance

Decembed5, 2015

To the Honorable Mayor, City Council and
Citizens of Cottonwood Heights

Overview
It is our great pleasure to present the Comprehensive Annual Financial Report (CARR) for
City of Cottonwood Heightgthe City)for thefiscal year ended June 30, Z0)1

Utah State law requires that all local governments publish, within six months of the close of each
fiscal year, the complete set of financial statements presented in conformity with generally
acceptedhccounting principles (GAAP) and audited in accordance with generally accepted
auditing standards by a firm of licensed certified public accountants. Pursuant to that
requirement, we hereby issue th&HKR of Cottonwood Heights for the fiscal year ended June

30, 205.

This report consists of managementds represen
Heights. Consequently, management assumes full responsibility for the completeness and

reliability of all the information presented in this report. To provide a reasonable basis for

making these representations, management of Cottonwood Heights has established a

comprehensive internal control framework that
assets from loss, theft or misuse and to compile sufficient reliable information for the preparation

of Cottonwood Heightodés financial statements i
principles. Since the cost of internal controls should naveigh their benefits, Cottonwood
Heightsdéd framework of internal controls has b

absolute assurance that the financial statements will be free from material misstatement.

As management, we assert that to the& béour knowledge and belief this financial report is

complete and reliable in all material aspects. Lars@oé&pany, PCa firm of certified public
accountants, has audited Cottonwood Heightso
involves exarming, on a test basis, evidence supporting the amounts and disclosures in the
financial statement, assessing the accounting principles used and significant estimates made by

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -1-



COTTONWOOD HEIGHTS
INTRODUCTORY SECTION

management, and evaluating the overall financial statement presentation. dgendeht
auditorbdés report is presented as the first <co

Generally accepted accounting principles require that management provide a narrative

introduction, overview, and analysis to accompany the basic falastatements in the form of
Management 6s Discussion and Analysis (MD&A).
compl ement the MD&A and should be read in con
found immediately following the report of the indedent auditors

Profile of Cottonwood Heights
Cottonwood Heights was incorporated on January 14, 2005 out of the southeastern area of
unincorporated Salt Lake County. Ttwarent population is estiabed at34,166residents iran

area encompassirfgy86 square miledt is known as th&€ity between the Canyordue to its

locationat the foot of the Wasatch Mountain Range between Big Cottonwood and Little

Cottonwood Canyons. These two canyonsarehome$al t Lake Vall eyds fou
resorts, Alta, Brighton, Solitude and Snowbird. Each of these ski resorts has an international

clientele and reputation.

The quality of lifein Cottonwood Heights is
very high with many cultural and
recreational activities available within the
city or in near proximity. Cottonwood
Heights values highly its reputation as a
well-maintained residential and business
community. The preservation of diia of

life is of utmost importance to relints and
business owners. That€is proud of the stunningcenicbackgroundrovided by the Wasatch
Mountainsand residentgaluethehillsides, streams, natural open spaces and parks within and
nearby the Cit. The residents occupy a variety of residential dwellings in harmony with
thriving commercial areas. In 2007 Money Magazine selected Cottonwood Heights as one of
the 100 best places to live in the United States.

Wasatch Mountains along eastern border off

As t he gat e wangjorskioesdrtdand witladady acgedssto valley wide

transportation systems, Cottonwood Heights welcamesyvisitors. The City strives to

improve the quality of life for its residents by emphasizing the following g@sdtsacing

businesset wrve the needd d@s residents, promatg the attractive image and appearance of

the community, suppartg and increasg the general income and prosperity of the Gatyd

strengtheimg existing business centetsat willc o mp | ement t he Cityds | oca
to the canyons.

Citizens voted to operate CottonwooboMarmagegrha s
form of government. Under this form of government the citizens elect a council member from

each of four districts and a Mayor is elecééthrgefrom the entire city. The Mayor and Council

select a City Manager who acts as the Chief Executive Officer of the City. fwdikyng and

legislative authority are vested in the Mayor and Council, execution and administration of

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -2-
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part time. The City Manager serves full time.

Local economy
Somemay t hi

n k

of

Cottonwood

Hei ght s

as an

af fl u

with limited number of businessasdcommercial presence, but the City actually has one of the
largest amounts of premium, high rise Class A office space in the vathegra?2, 0,000 square
feet (see table belongecondn Salt Lake Countpnly todowntownSalt Lake City

Cottonwood Heights has become one of the most sought after places for businesses to reside.
The City is home to the corporate offices of Extra Space Storage, JetBlue Airways, Instructure,
MasterControl, and SanDisk (Fust@) and Cottonwood Heights otinues to attract large
companies looking for a supportive business environment, access to the canyons and a high

guality of service.

Cottonwood Heights hassaibstantiahmount of office spadacluding three office parks
catering to business of all s The Old Mill Corporate Center, Cottonwood Corporate and

UnionPa r k

of fice

compl exes

house

al

[ of t he

City

office space available. Quality Class B and C office space is dispersed through the City along
majortransportation corridors including Fort Union Boulevard, 1300 East, Highland Drive and

2300 East.
As of June 3®015
Class A Class B Class C
Total SF 2,535,842 497,065 91,328
% of Total SF 81.2% 15.% 2.%
Average Building SF 137,961 17,140 3,790
Number of Properties 14 29 24
Average Vacancy 3.5% 14. 7% 2.9%
Average Lease($/SF) $28.50 $19.25 $14.53
Comprehensive Annual Financial Repofiscal Year Ended June 30, Z01 -3-
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| Source: 6ttonwood HeightsCommunity and Economic Developnten ‘

Long-term planningand major initiatives

Cottonwood heights serves as a-segional market to the Greater Salt Lake Metropolitan area,
providing millionsof square feet of Class A office space, access to vetalkss outdoor

recreational amenities, and weltablished residential neighborhoo@esides the high
concentration of Class A office parks and highh businesses, the city also has limited
manufacturing users as well as retail businesses ranging from small shops to regional shopping
destinations.

Cottonwood Heights is largely buittiut and therefore much of the future development options

will occur in redevelopment areas along the Fort Union Boulevard corridor and areas of reuse,
such as the Wasatch Boulevard gravel pit which will ultimately offer between 150 and 200 acres
for developnent.

Fort Union and Wasatch boulevards are both major components of the city and are master
planned for futurgrojects includinghousing, shops, work places, attractions, schools, civic
facilities, parks and greenbelts interwoven with neighborhoodistites connect within these

areas and to other centers of the city by clean, efficient and affordable means of transportation as
a sustainable proposal to spur economic growth and long term viability.

Fort Union Boulevard is a focal point both figurativand geographically for Cottonwood

Heights. It is the major eastest arterial going through the city. It features a mix of retail,
restaurants, service and professional offices and residential properties. Fort Union Boulevard
serves as a gateway tagB Little Cottonwood Canyons and area resort attractions. This

corridor has, since the inception of the city, been identified in the General Plan as a gateway to
the canyon, a future Utah Transit Authority transit corridad a place where the cityrcaet

itself apart from the rest of the Wasatch Front. The corridor possesses a wide array of land uses,
including neighborhood and general commercial, residential in varying densities, and offices.

The Wasatch Boulevard/Gravel Pit Area, another of the Gy 6 s maj or gat eways,
keystone property in Cottonwood Heights. The gravel pit area is the largest undeveloped site in
the city. It is estimated that quarry operations plilse out over the nextl5 years.

Therefore, the city is actdly involved with property owners to master plan the site for the
eventual development. At a conceivable 1200 developable acres, the site presents notable
opportunities to fill service and amenities as well as land use needs that are not beirlg curren
met in the city. This landmark property and proposed study are not only vital to Cottonwood
Heights, but are regionally valuable due to its critical location at the mouth of Big Cottonwood
Canyon and its worldlass skiing and other related facilitmsch as: Wasatch Boulevard, the
Bonneville Shoreline Trail, and the Fort Union Corridor. The opportunities presented by this
highly visible property will prove invaluable to future generations of local residents and property
owners, regional recreationaders, and destination travelers who come to this area to play, to
shop and to live. Development opportunities on site could includsdulice hotels, high

density housing, destination retail and Class A offices.

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -4-
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The city culminated a mulffear pocess of looking for a place to build a City hall by locating
and assembling eight parcels of land (seven of which were occlgséggay locatedon the
northwestcorner of 2300 East and Bengal Boulevard (7600 South). It is anticipated that the
municipal center will house City ha#indpolice and will be completed in the fall of 2016.

Services Provided

As a local general purpose government, Cottonwood Heights provides a full range of
municipal services including police and fire protection, construeti@hmaintenance of streets
and other infrastructure, planning and zoning, community and economic development,
recreational and cultural activities, justice court, and animal services.

In addition to theservices provided directly byil@ taxes and feewhich includeGeneral
Government (legislative, city management, finance, treasurer, city recoedegrgency
management, information technoldgRublic Safety(police and ordinance enforcement),
Highways and Public Improvements(public works),Community and Economic
Development(planning and zoning, economic developmemigineering, business licensing
Cottonwood Heights contracts with several other entities within the Salt Lake County area to
provide certain services to our residents and busine3$ey. are:

x  The Cottonwood Heights Parks and Recreation Service (BreadArea)was created in

June, 1967, and is legally separate and distinct from the City. They operate a recreation

center, recreation programend several parks within thiéyg including such amenities
as swimming pools, an ice skating rink, a skate park, baseball diamonds, tennis courts,
soccer fields, playgrounds, trails and social gathering places.

In addition to these services provided by the Area, Cottonwood Heights contracts with
the Area tgorovide parks and landscape maintenance for three city parks and sixteen
other roadway islands, trails, trailheads and walkways, monument signs, planters, and
other small city owned properties. We also partner with them to coodassist vth

many city events, such as the Butlerville Days summer celebration.

x  TheCity contracts wittSalt Lake County Public Works to provideadway sign
maintenance, school zone flasiy beaconsstreet light maintenance, traffic signal
maintenance, and othemall projects as requested.

x  The City contracts with Terracare Associates to provide Public Works serVikes.
general scope of servicexludes oversight of all service delivaayg directed by the City
Public Works directqgrincluding: pavement magament services, nenoutine roadway
sweeping, Show management services, traffic sign maintenance, pavement striping
services and storm drain maintenance.

x  The Unified Fire Authority (UFA) is a political subdivisiamganized under an inter
local agreemarin the State of Utah. They provide fifighting and rescue services,
and emergency medical services as well as wild land firefighting and prevention,
hazmat, heavy rescue, bomb/arson, and USAR (Utah Task Force One) services

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -5-
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throughout Salt Lake Countylhese services are providedthe Citythrough contract
as a member city of the authority.

x  The Salt Lake City Public Utilities Department provides water treatment and
distribution services in our aredhe City alsacontracts with Salt Lake City Publi
Utilities to provide repair and maintenance services on fire hydrants locaad in
owned bythe City.

x  The City contracts withhie City of Holladay, our neighbors to the north of Cottonwood
Heights,for justice court services includinggaffic and msdemeanor justice court
services, prosecutorial services, and indigent defense services as required by law, as
well asa small claims court

x  The City contracts with the law firm of Callister, Nebeker, & McCullough for legal
servicesW. Shane Tophanat t orney from the firm functior
Attorney.

x  The City contracts with the engineering firm of Gilson Engineering, Inc. for
engineering services in connection with building and other real property development
and public works.

Brad Gilson serves as the city engineghe City Engineer is responsible for the
management of the Ci ttyadsportationfroadway pfannmg ur e i n
and design, drainage planning and desagualstorm water quality management

x  The Citycontracts with the engineering firm of Sunrise Engineering, Inc. for building
services in connection with building and other real property development.

Jody Hilton serves as the city building officidlhe City Building Official is

responsible forplanexamination, building inspection, building services coordination,
issuance of compliance and stop work orders, fire, health department and local utilities
coordination. They are a resource to the city and its boards and committees with
respect to buildingervices, public meetings, and miscellaneous building services.

Municipal Type Services Not Provided by Cottonwood Heights

There aresomeservices that are typically provided &ynunicipalitythat Cottonwood Heights
does not provide These servicemre provided directly to the citizens of Cottonwood Heights
by other taxing authorities. They are:

x  Salt Lake City Public Utilities Department provides water distribution services to most
areas of the city.

x  Jordan Valley Water Conservancy Distipcovides water distribution services to areas
of the city not served by the Salt Lake City Public Utilities Department.

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -6-
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x  Cottonwood Improvement Distrigirovides wastewater collection services to an area
that includes the entire city boundary.

x  WasatchFront Waste & Recycling District (Sanitation) provides refuse remeval
recyclingservices to all areas of the city.

x  Cottonwood Heights Parks and Recreation Service Area provides a recreation facility,
athletic fields, recreational parks, swimming pdolsnembers of the special service
area; most of whom ar e ,Hbwdvdr oohall i@addntsidfe i ght s 0
Cottonwood Heights are within the service area boundaries.

x  Salt Lake County Library System provides full service library facilities tthadbavood
Height®residents.

x  Valley Emergency Communications Center provides dispatch services for both the City
Police Department and Unified Fire Authority, who provides services to Cottonwood
Heights.

Financial information and policies

Cottonwood Haght®financial statements reflect moderate growth and conservative budgeting
practicesDuring the year, the general fund balance decreased $290,588 to $2,186i864s
13.77% of theevenues for the 2015 fiscal year. A new municipal energy andtaaless
implemented beginning October 1, 2Gd5artially fund ongoing operational & capital needs
andwill bring in an estimated $1.85 million annually in new revenue

Over the past five years, revenues in the general fund incrisase814425,086to

$16,682,941 (inclusive of capital lease proceeds of $1,168,245 n City without significant

new growth, very little revenue growth is realized from property taxes. Sales tax revenues do
increase with economic growth and the City has seen an iedreaales tax revenue of

$499,657 over this same 5 year period. Expenditures of the last five years have increased from
$12,215,851 irFY2010 to $16,992,353 iRY2015(inclusive of a capital lease expenditure in
FY2015 of $1,486,565, a financing mechamisot initiated in FY2010 Growth in expenditures

has occurred as the City fully estahes services in the areas of public works, public safety, and
community development.

In order to maintain propenanagement and control of taxpayer fur@sttorwood Heightdhas
adopted a comprehensiset of financial policies. These policies cover areas such as: operating
and capital budgeting, debt management, and accounting and financial reporting. Setting and
adhering to sound financial policies helped @ity receive arerystrong AA bond rating from

St andar d,whichs the @ bighéss rating available and helps keep interest costs low
A complete list of these policies is included in our annually adopted budget.

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -7-
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Financial Awards andAcknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awards
a Certificate of Achievement for Excellence in Financial Reporting to an entity for its
Comprehensive Annual Financial Report (CAFR) for a fiscal gedpd. In order to be

awarded a Certificate of Achievement, the government had to publish an easily readable and
efficiently organized CAFR that satisfied both generally accepted accounting principles and
applicable program requirements.

This is the farrth year the City will complete and submit the CAFR to the GFOA to determine its
eligibility for the Certificate of Achievement for Excellence in Financial Reportime award

was presented for FY 2014 to David Muir, City Treasurer/Financial Reportamadyér

recognizing him as being primarily responsible for preparing an awiawting CAFR. Itis valid

for a period of one year onlWe believe that our current CAFR meets the Certificate of
Achievement for Excellence in Financial Reporting requiresient

For the third consecutive year, Cottonwood Heights received the Govermeante Officers
Association of the United States and Canada (GR@wgrd for Outstanding Achievement in
Popular Annual Financial Reporting to Cottonwood Heights for its Populau@l Financial
Report for the fiscal year ended June 30, 2014. The Award for Outstanding Achievement in
Popular Annual Financial Reporting is a prestigious national award recognizing conformance
with the highest standards for preparation of state aradl ¢mwvernment popular reports.

The preparation of this report could not have been accomplished without the accounting and
financial reporting expertise and dedicated service of David Muir, City Treasurer and Financial
Reporting Manager of the Finance Deapeent. We appreciate Larson@mpany, PC

Certified Public Accountants, for the assistance and guidance they have given us. We also thank
the members of the City Council and the Mayor for their interest and support in planning and
conducting the finanal operations of the City in a responsible and progressive manner.

Qo ol W

Dean Lundell John Park
Finance Director City Manager

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -8-
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CERTIFIED PUBLIC ACCOUNTANTS

4
4a Larso

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members of the City Council
Cottonwood Heights, Utah

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Cottonwood Heights (the City), as of and for the year ended June 30, 2015,
and the related notes to the financial statements, which collectively comprise the City’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
Cottonwood Heights, as of June 30, 2015, and the respective changes in financial position, the budgetary comparison
for the general fund, and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and other required supplementary information relating to pensions on pages 12-27, and 64-67,
respectively, be presented to supplement the basic financial statements. Such information, although not a part of the

Larson & Company Member of
765 North Main, Spanish Fork, Utah 84660 CPAM ERICA
Main: (801) 798-3545 | Fax: (801) 798-3678 INTERNATIONAL

b H I jonal.
www.larsco.com /N Crowe Horwath Intemational
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basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Cottonwood Heights’ basic financial statements. The introductory section, and statistical section, are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The Schedule of Revenues, Expenditures, and Changes in Fund Balance — Budget and Actual — Capital Projects Fund
is the responsibility of management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the Schedule of
Revenues, Expenditures, and Changes in Fund Balance — Budget and Actual — Capital Projects Fund is fairly stated
in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 15, 2015

, on our consideration of the City’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the City’s
internal control over financial reporting and compliance.

%/ww Wﬁé’—

(4
Larson & Company, PC

Spanish Fork, Utah
December 15, 2015
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COTTONWOOD HEIGHTS
MANAGEMENTO06S DI SCUSSI ON AND ANALYSI S

As management of Cottonwood Heights (the City), we offer readers this narrative overview and
analysis of the financial activities of the City for the fiscal year ended Jurz® ), It is also

intended to assist the reader in focusing on significant financial issues. These include identifying
changes in the Cityds financi al position (its
challenges), identifying any material devuoaits from the approved budget, and identifying

individual fund issues or concerns. We encourage readers to consider the information presented
here in conjunction with the Cityods financi al

FINANCIAL HIGHLIGHTS

i The City6s of$Lr7ved, % af hkich $7@40,770 is unrestricted and
may be appropriated for any future expenditiseshown on the balance sheet of
Governmental Fundsn page 32(See page 21 for complete fund balance anajysis.
o $2,136,364fund balance in the General Fu{®2,114,670 is unrestricted)
o $13,757,744und balancen the Capital Projas Fund Of this balance,
$10,619,536 is restricted as bond proceeds in trust for the new city municipal
center construction and $57,951 arerretgd impact fees that are limited for
specific uses defined by state law. The balance of $3,080,357 is unrestricted.
0 $1,845,843und balancen the Community Development RenewaencyFund
(CDRA) which is unrestrictedThese are funds transferred he {CDRA by Salt
Lake County Redevelopment Agency during the fiscal year.
1 In fiscal year 20%,t h e taltngtpdstionfrom governmental activities
decreasedy $1,876,8050 $52,836,129 Additionally, due to GASB 68, a prior
period adjustment wagcognized due to an actuarially calculated net pension
position deficit of $1,551,033, resulting
$51,285,096 Total asseticreasedy $12,619,426andliabilities increasedy
$16,047,264esulting in the ngbositiondecreaseof $1,876,805rom operations and
the net position decrease from the actuarially calculated net pension position deficit of
$1,551,033See pagedi Ci t y 6 s Gwivdeer nFmennatn ci al Anal ysi
details.
1 Total netpositionof $51,285,09@&onsiss of:
1. $45,924,688n capital assefsuch as streets, bridges, land, buildings and other
infrastructurenet of related delsnd depreciatiqn
2. Unrestricted Fund Balance 05802458 iUnr est ri cted Fundso i
designates the amouoit money available for the City Council to spend for future
needsThe City Council has indicated their intent for assigning part of this Fund
Balance fodesignated Capital Projegse.
3. Impact Fees of%7,951

1 The City continues itsaptal leaseused to finance thgublic safety fleet. This
financingalsoprovides for a guaranteed bbwck of the fleeby the vendoevery
other yearSeepagel7and 5f or addi ti onal i nformation a
vehicle lease program.

1 In fiscal year 2015the Cityobtained $14,664,340 hysung Sales Tax Revenue

Bondst o finance the construct TheMunicipal t he Ci t
Center is currently under construction and is anticipated to be complete in September
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2016.See pagedland 5foraddi t i onal i nf or saledtaxon about
revenue bonds
1 The General Fund balandecreased by 30,588 or 11.97percenibf the prior yead s
fund balance The Capital Projects Funmdcreased by %#1,194,959rom last yead s
ending balancdueprimarily to theissuance of Sales Tax Revenue Boiwls
development of the City Municipal Center
1 The City benefits from botbperatinggrantsand operating contributionandcapital
grantsandcapitalcontributions As a total of the 208 budgetthese fundsiccounted
for 18.0percent of totaéxpenditures Operating grantscomprised mostly of the
Cityds portion of darsexpedted to coatthue fansyeatta x r e v
yearand totaleds1,543,851in FY 2015, while capital grantand ©ntribuionsare
typically associated with orEme projectsand totaled $,968,067in FY 2015.
Summary ofgrantand contributiomevenues received by the Cdye summarized on
the Statement of Activitieee pagél).

OPERATIONAL HIGHLIGHTS

1 The Cityreceived$3,511,918n state and local gransd other contributions
including Class C roads of $1,0881and a intergovernmental contribution of
$1,925,698 from prior Salt Lake County redevelopment funds

1 A small annexation comprising 26 acres ofsidential neighborhood known as
Old Coventry was completed during the year and will be added to the property tax
base irfiscal year 2016 Re|l at ed addi ti ons to the Cityos
were deemed not material and will also be added dtiimgext fiscal year.

1 The City Police department in i®venthyear continues to have a highly skilled and
trained investigative division that has reported successfully cle@ipgrcentof all
aggravaed felony crimes occurring wiith the city and as a departmeaspondgo
over22,949calls for service Average response time for priority 1, 911 calls, was
justunderfive minutes

1 Two City Police officers were recognized for their outstanding performances; 2015
Red Cross Hero Awari Officer Casey Davies and 2015 UTORCA (Utah Organized
Retail Crime Association) Officer Award to Officer Sam Dawson.

1 In addition to numerous street and sidewalk improvement projects, the City
completeds47,829%square feef3.24% of all City roadsyf road improvement
projects, including asphalt overlays, chip seals and slurry seal treatriiéptEity
eliminated trip hazards, replaced concrete curbs, gutters and sidewalks with citizen
participation, installed ADA ramps, and completed many cross gotpgovements.

1 The Community and Economic Development departmemtirtued to addresshe
future of the Fort Union Boulevabrridorwith the establishment of a corridor
planning committee

1 The City, in conjunction with Cottonwood Heights Parks and Reime&ervice
Area,has continued to promote successful community events enjoyed by residents of
the city, including Butlerville Days, Easter Egg Hunt and various egeiats as Bark
in the Park and Movies in the Park
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1 During this fiscal year, the CitgroducediFiddler on the Roégith e c ommuni t y 6 s
fifth theatre productionArts grant revenues and ticket sales completely paid for
production costs, thereby providing the arts council with funding for other arts events
suchWraist ei f or t meé elde iSg draysg&epaiitikg,shovand
photography contest.

1 The Cityis continuinga direct mailpublicationnewsletter to the citizens of
Cottonwood Heightto improve communications with the citizens of the city, along
with development of otheosial media including Twitter & Facebook.

1 Brian Berndt, Community & Economic Development Director, was awarded Best of
State award for City Planner during fiscal year 2015.
1 The Cottonwood Heights Business Association was formally started in 20@i%has

continueda business development programgeconomic development banner
program,and continuing théusiness outreach prograhrough networkingevents
such asuncheonsopen houses, ribbon cuttings angsiness spotlight

1 Community and Economic Develont is ceating various business assistance
publications including &€ity annual magazine and tp-date commerce/market
guide, and hosting training sessions for business owners in the city. Streamlining the
business licensing processile creating conaections with new business owners in
the city.

1 For the first time, the City issued tax revenue bondsttoGwood Heightebtained a
very strong AA bond rating from Standards and Poor, due tsthad financial
management practices. This strong ratietped the City secure low interest rates on
the bonds issued to finance the building

1 The City has been thecipient foreightconsecutive years of the Distinguished
Budget Presentation Award from the Government Finandeeds$f Association for
excellence in budgeting. This award is the highest form of rétmgim
governmental budgeting.

1 The Finance department for thert timehas receivethe Certificate of
Achievement for Excellence in Financial Reporting for thediyear ended June 30,
2014. This certificate is the highest form of recognition in governmental accounting
and financial reporting for completion of the comprehensive annual financial.report
The City has received this recognition each year ichagpiled a CAFR and
submitted it for examination.

1 The Finance department has also beendbipient of the Award for Outstanding
Achievement in Popular Annual Financial Reporting for the fiscal year ended June
30, 20H4. This award is a prestigious national asvegcognizing conformance with
the highest standards for preparation of state and local government popular reports
This is thethird year the City has received this award.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analyssintended teserve as an introduction @ottonwood Heighibasic
financial statements which consistfolir components: 1) governmewide financial statements,
2) fund financial statements, 3) eetto the financial statements and 4) supplementary
information.
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Governmentwide financial statementgdefined)
The governmenwide financial statementre designed to provide readers with a broad overview
of Cottonwood Heights# f i nances, i n a meorbesinessi mi | ar to a

1 The statement of neposition presents information on all @ottonwood Heights
assets and liabilities, with the difference between the two repasteet position
Over time, increases or decreases inpositionmay serve as a useful indicator of
whether the financial position @ottonwood Heightss improving or deteriorating.
However the readewill also need to consider other ninancial factors.

1 The statement of activitiesr esent s i nf or mat i onpostio wi ng h
changed during the fiscal year reportedl changes in ngbositionare reported as
soon as the underlying event occurs, regardless of the timing of related cash flows.
Thus all of the current yearés revenues a
of when cash is received or paid.

The governmenwide financial statements distinguish function€ottonwood Heightthat are
principally supported by taxes and intergovernmental revegoeginmental activitie from
other functions that are intended to recover all or a significant patitheir costs through user
fees and chargdbusinesstype activities). Cottonwood Heights currently has nousinesstype
activities

Fund financial statements(defined)

A statement of revenue, expenditures and chandemdbalanceby fundis a grouping of

related accounts used to maintain control over resources that have been segregated for specific
activities or objectivesCottonwood Heightalso uses fund accounting to ensure and

demonstrate compliance with finaredated legal requiraents. All of the funds d city are

divided into three categories: governmental funds, proprietary fundfidacdry funds.

Cottonwood Heights currently htreemajor governmental funds (as determined by generally
accepted accounting principjethe General Fundhe CDRA Fundnd the CapitdProjects

Fund The City also hasne proprietary fundhe Employee Benefit Fundafinternal service
fund). Cottonwood Heights currently has neiduciary Funds.

1 Governmental fund$ These funds are used to account for the same functions
reported as governmental activities in the governmadé financial statements.
These fund statements focus on how money flows into and out of these funds and the
balances left at yeand that a& available fofuture appropriation These funds are
reported using modified accrual accountingethod which measures cash and other
financial assets that can be readily converted to cash. The governmental fund
statements provide a detailedskhtetm vi ew of t he Cityds genert
operations and the basic services it provides. Governmental fund information helps
users determine whether there are more or fewer financial resources that can be spent
in the near f ut ur eams.dhe felatiorssmpc(a diffederees)Ci t y 6 s
between governmental activities (reported in the Statemextd?ositionand the
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Statement of Activities) and governmental fumgldescribedn a reconciliation
included with the fund financial statements.

1 Proprietary fundsi Cottonwood Heights maintains @proprietary fund, the
Employee Benefit Fun¢an internal service fund)This fund is an accounting device
used to accumulateinding forand allocate costs f@ccruedpaidtime off (PTO)
among t h eoufunttignd. sThisural providesthe resources needed to pay
outaccruedvestedPTO benefits without negatively impacting budgatthe year a
payout occurs

Notes to the financial statements

The notes provide additional information thaéssential tormunderstanding of theformation
provided in the governmentide and fund financial statements. The sdbethe financial
statements can be found pages41-62 of this report.

CITY 6 SOVERNMENT -WIDE FINANCIAL ANALYSIS

As noted earlier, ngiositonmay serve over time as a useful i
financial position.In the case of Cottonwood Heights, assets exceeded liabiliti€s1h38%5,096
at the close of fiscal year ended June 305201

Cottonwood Heigts was incorporated on January 14, 2@Qb&tablebelow provides a
comparison of the Cityotnysaes.tAspfdue 3201nassets or eac
exceed liabilities by¥51,285,096 This representa decreaseof $3,427,838n total netposition

when compared to the Cildw®orerperiedadjystment dedrease on J
of $1,551,033 was recorded due to a change in GASB 68 reporting requirements of recognizing
actuarial calculations of pension assets aatillties and net pension position. The remaining

decrease of $1,876,8@5from governmental activities.

Total assettncreasedy $12,619,426in largepart due to the sales teavenuebonds issued
Thisincreaseeflects approximately®,125159additionalcurrent and other assetembined
with a $194,268netincrease ircapitalassetsTotal liabilities with deferred outflows and
inflows, increased by 36,047,264also in large part due to the sales tax revenue bond debt
service)
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Cottonwood Heights
Net Position
As of June 3@

Governmental Activities

2015 2014 2013 2012 2011 2010 2009 2008 2007 2006
Current and other assets 19,672,850 7,547,692 8,815,212 9,252,872 10,733,28011,381,55111,515,031 12,125,491 11,592,480 7,925,98
Capital assets 51,067,78350,573,515 48,358,186 50,663,924 50,381,61545,496,09346,658,405 45,776,089 45,037,315 45,516,623
Total assets 70,740,63358,121,207 57,173,39859,916,796 61,114,89556,877,64458,173,436 57,901,580 56,629,795 53,442,61
Deferred Pension Contributions 467,108

Total deferred outflow of resources 467,108

Current and other liabilities 3,014,087 1,650,050 689,061 1,475,503 870,373 1,296,763 1,500,322 1,786,048 2,053,933 708,54
Long-term liabilities outstanding 16,146,072 1,151,899 1,458,533 978,426 1,208,919 836,113 977,413 46,769 2,280,164 2,410,97
Total liabilities 19,160,159 2,801,949 2,147,594 2,453,929 2,079,292 2,132,876 2,477,735 1,832,817 4,334,097 3,119,52

Deferred uncollected property taxes 146,024 151,865 173,500 383,534 362,991 293,982
Deferred property tax revenue 443,592 454,459 488,895 486,101 421,674 419,856
Deferred pension inflows 172,871

Total deferred inflows of resources 762,487 606,324 662,395 869,635 784,665 713,838

Net position:
Net investment in capital assets 45,924,68749,739,198 47,215,683 49,934,834 49,425,93944,831,19545,831,420 45,776,089 45,027,267 45,496,01
Restricted 57,951 148,081 100,102 165,949 101,949 203,271 222,737 223,950 253,555 183,27
Unrestricted 5,302,458 4,825,654 7,047,623 6,492,450 8,723,050 8,996,464 9,641,544 10,068,724 7,014,876 4,643,80
Total net position 51,285,09654,712,934 54,363,409 56,593,233 58,250,93854,030,93055,695,701 56,068,763 52,295,698 50,323,08
Assets

The | argest porti on moditionCh5i924@®8y reftectdinvddteantimht sdé net
capital assets (e.g., land, roads and infrastructure assets) net of related debt (if any). The City
useshese capital assets to provide services to the citizens; consequently, these assets are not
avail able for future spending. Al t hough the
of any related del#nd depreciatignt should be noted th#te resources needed to repay any

debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate liabilities.

In addition to the net capital assets mentioned above, the Citgdtasted and unrestricted

assess. The Cityods $57,951 in Impact Fees coll ecte
the purpose they were collectetihe remaining balance is unrestricted pasitiontotaling
$5,302,45&ndmay be usedto meetthe @ y 6 s o n g o i mgbjectibes by uadttypeo n s an
(Thisyear,he Ci t y6s n o riospepaiddepbds 821,6%9%4nade tnfiscal year2015

for the benefit ofiscal year2016 have been included in unrestricted net positioprevious

years this small amount each yeaswncluded in restricted net position.)

Liabilities
On July 2, 2014, the City issued a Sales Tax Revenue Bond4gaBl,340o finance the
construction of the Cityds Municipal Center

and will be amortized over the 25 year life of the bond. As of June 30, 2015 outstanding
principal on the bond is $14,628,863 with accrued istes€$583,490.

Additionally, the City has capital lease for the purchase of police vehial#gh a current
principalamountdueof $1,133,769 Cottonwood Heights regularly deploys public safety

vehicles with a two year lease, which includes a guaeahbuyback with the original

dealership. Each two years there is an original down payment and one additional payment one
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yearinto the lease At the end of the two year lease purchase, the degterchases the
vehicles for a previously agreed amqurgually clearing the remaining balance in futhis
year the City paid 330,000 as a down payment for the current vehicle lease.

Other longterm obligations come frote Proprietary Fund accrual for earned Personal Time
Off. Further details abowt h e C i #teynddebt damwbe ¢pund in the Notes to the Financial
Statements, notéF on page 4

The City 6 swidg bhnaneial stateenents can be foundpaiges30-31 of this report.

Governmental activitiesanalysis

As reported above oyernmental activitiedecreased h e  @etpositiondy $1,876,805,

along with a prior period decreasing adjustment of $1,551,033 for net pension pesitited

in atotal netpositionof $51,285,096 The table below prades a yearly comparativaalysis of
revenues andummarydepartmentagxpensesfor all governmental activities and thet change

in position This information is the annual information presented in the Statement of Activities in

the basic financial statements.

Cottonwood Heights
Changes in NetPosition

Governmental Activities
FY 2015 FY 2014 FY 2013 FY 2012 FY 2011 FY 2010 FY 2009 FY 2008 FY 2007 FY 2006

Revenues:

Program revenues:
Charges for services 1,262,945 1,370,453 1,276,583 1,178,211 1,303,792 1,139,154 906,778 1,008,286 933,977 962,497
Operating grants/contrib 1,543,851 1,563,158 1,611,020 1,504,103 1,638,949 1,500,970 1,465,430 1,475,184 1,362,266 1,289,841
Capital grants/contrib 1,968,067 3,484,303 231,783 25,185 312,815 565,786 1,025,779 941,105 33,579 2,532,08C

Total program revenues 4,774,863 6,417,914 3,119,386 2,707,499 3,255,556 3,205,911 3,397,987 3,424,575 2,329,822 4,784,418
General revenues:

Property taxes 7,013,211 7,075,483 7,345,159 6,994,192 6,926,106 6,812,942 6,914,705 6,980,872 6,935,453 2,858,03¢
Sales & hotel taxes 5,342,297 5,231,303 5,030,007 4,749,551 4,558,144 4,634,999 4,847,677 5,414,341 5,567,486 4,748,08€
Other taxes 43,515 46,230 35,236 33,563 39,738 29,926 23,601
Franchise taxes 305,641 303,918 296,450 278,444 267,999 256,667 250,660 235,671 214,766 187,077
Unrestricted invest earn 91,956 37,394 36,859 53,935 46,773 59,298 187,488 515,432 456,134 233,637
Other - Intergov - - - 4,481,899 - 1,500 6,248 500,000
Other 1 Gain (1B8d4s)120600 surpl ug91,970) (41,942) - (736) - -
Ot her ¥ Mi scel5F428 e 048,200 55,735 41,145 (440,952) 29,816 53,944 4,589 7,503 405

Total general revenues 12,829,35312,708,298 12,764,210 12,068,81215,844,257 11,828,95912,288,03613,191,40713,217,517 8,550,84€
Total revenues  17,604,21719,126,212 15,883,597 14,776,31119,099,813 15,034,86915,686,02316,615,98215,547,33913,335,26¢

Expenses:

General government 2,420,606 2,902,400 2,863,918 2,699,564 2,084,427 2,331,589 2,140,589 1,972,270 3,421,036 1,328,701
Public safety 9,025,584 8,932,299 8,760,565 8,360,970 7,685,600 8,073,608 8,015,001 6,780,298 6,339,016 5,730,383
Highways-public imprv 6,428,742 5,957,314 5,773,855 4,728,329 4,485,274 5,707,937 5,309,932 3,469,794 3,197,851 3,309,743
Comm & econ dev 1,058,098 970,886 695,759 626,956 602,502 524,665 566,802 620,300 616,335 821,760
Interest long-term debt 547,992 13,788 19,324 18,197 22,003 26,840 26,761 254 498 47,805
Intergovernmental 35,000 - -

Total expenses  19,481,02218,776,687 18,113,421 16,434,01714,879,806 16,699,63916,059,08512,842,91613,574,73611,238,391

Change in net position (1,876,805) 349,525 (2,229,824) (1,657,706) 4,220,007 (1,664,770) (373,062) 3,773,066 1,972,603 2,096,873

Net positi on 58711984H4,368,409 56,593,233 58,250,93854,030,930 55,695,70156,068,76352,295,69850,323,095 48,226,227
Prior Period Net Pension Adj (1,551,033)

Net positi o8128508654712984 54,363,409 56,593,23358,250,938 54,030,93055,695,70156,068,76352,295,69850,323,09¢

As can be seen fromdifiollowing pie chart, the majority of funding for City programs does not
come from program revenues, but is made up from allocated general revenues such as Property
Tax and Sales Tax revenueBhe graphicshowsall revenue sources collected by the City during

the fiscal 205 year.
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All Revenues by Source - Governmental Activities

Charges for

Services
. 0,
Miscellaneous 7.2% Operating Grants
0.4% 8.8%
Sales Taxes
30.3% === e Capital Grants/

: i Contributions
' i 11.2%

T.V. Franchise

Taxes _
1.7% MotorVehicles
Prop Tax
2.1%

Property Taxes
37.8%

Current year revenue sources were from:

$7,013,211 Property Tax (including motor vehicle feelieu) revenues39.8%),

$5,342,297 Sales and Transient Room Tax88.3%),

$ 305,641 Cable TV Franchise tad (/o),

$1,543,851 Operational Grants3(8%) (Class C road fund30.5% of category)E911
Emergency telephone fee, State Liquor tax and CDBG funds) (Note:
These operational grants have remained relativelytaonhgear to year
and represent identifiable sources of revenue that are anticipated to
continue to be available for the foreseeable fufure.

$1,262,945 Charges for Service (Licenses, Permits and Court fife2%d.

$1,968,067 Capital Grants for trail &ark improvements and additional Impact Fees
(11.246) These grants are specific and awarded based on merit of
applications submitted. These grants are project specific and have little
effect on the basic operational functions of the City.

$ 91,956 Investment interest earnings and miscellane0184)

$ 76,246 Miscellaneous RevenueB.4%)

The followingisagraph ¢ pr e s e nt a tprogramrewehuestahdecorr€sipdanding s
experses including calculated annual depreciation on capital as@idtde: See Statement of
Activities onpage31 for detail datg
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Expenses and Program Revenu@evernmental Activities

(In Millions )
10.000
9.000 e
8.000 gg‘g
7.000 §§§
5.000 o o
3.000 o —
1.000 ﬁﬁﬁ ﬁﬁﬁ T
0.000 et ‘ ::«":«":«"- ‘ e :—T:«‘:—TL ‘ e
General Government Public Safety  Highways & Public ~ Community Interest Paid

Imprv Development
Function / Program

‘ BExpenses  @Revenues ‘

General Governmenti The General Government revenue is from charges for services (business
licensing and permits & inspectionsfxpengsare for general governmental operatiansl
overheadrom various activities including Legislative, Judicial, Execuimel Administrative.

Public Safetyi Public Safety revenues includ2%6,984of E-911 Emergency telephone fees
and $28,102City share otourt fines(revenue from citationsfexpenses are for Police, Fire,
Animal Services and related public safety functiofi$éote: Related Court expezsare
$351,465 nettingonly $176,637in revenueswhichis equal to only8.4 percent of the Police
departmenexpense$

Highway & Public Improvements - The revenue for Highway & Public Improvements is

primarily from Class C Road Funds allocated to the City from the state assessed tax on gasoline
sales. Approximately41.5 perceniof the expenses shown for Highways & Public Improvements

is dtributable tocurrent period depreciationf t he Ci t y éssetsiThe batacsisforuct ur
road, sidewalk, bridge and other infrastructure improvementkiding the purchase of land for

the Municipal Center

Community Developmenti Revenuesome from additional charges for services relabed
planning and zoning functior@d experssare also directly related to these services.

Interest Paid - $547,992interest expense wasid oraccruedn outstanding debt
The following pie chartfuter det ai |l s Cot t esatwdetaded &tvitydetiet. s 6 e x

This chart does not include annual depreciation on capital assets. (See Governmental Funds
statement opage34 for expensswithout depreciation.)
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Legislative
3.6%  Judicial
2.1%

Capital Projects

Debt Pmts 18.7%
0.1%

Executive
4.3%

Ordinance 27.1%

Enforcement
0.8%

All Expenditures by Type

Plggr;/lg ? Administrative
5.8%
Comm Econ Dev
0.9% Public Works
; : 8.0%
Engineering
2.4%
Class C
Fire 5.7%

General Government- includesthe activities of Legislative @86,024, Judicial (894,452,

Executive($828,907 and Administrative ($,115,87].

Public Safety- includes the activities of Police§06,890, Ordinance Enforcement

($145,643 and Fire (8,499,487,

Highways andPublic ImprovementsT includesthe activities of Public Works {$526,586

and Class C Roads{»88,28].

Community and Economic Development includes the activities otity Engineen$460,858,

Economic Development {$9,863 and Planning ($44,963.

Capital Projects Fund - includes all Capital Improvement Project8,f#03,233.

CITY0 S F BINANCIAL STATEMENTS ANALYSIS

As noted earlier, Cottonwood Heights uses fund accounting to ensure and demonstrate
compliance with fiancerelated legatequirements and to track and control financial resources

received and expended.
Governmental FundsAnalysis

The f ocus governniehta funds to pravide information on nedéerm inflows,

outflows, and balances of spendable resources. Suchimhiat i o n

i s

useful i n
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financing requirements$n particular,unrestrictedund balancenay serve as a useful measure of
a government s n e tappromiatiorat the emdof theviiscal yearb | e f or

Governmental fund balanégreported irthree majorcategories resulting in five separate direct
categories: Nonspendable, Restricted, Unrestricted (which can be shown as Committed,
Assigned and Unassigned). Nonspendable fund balance includes amounts that cannot be spent
for legal or practical reasons. Examples include {tergn notes receivableventoryand

prepaid expenditures. Restricted fund balance includes amounts restricted to specific purposes by
external parties such as amounts restricted for debt service. Confomitidohlance includes

amounts that have been set aside by the City Council by formal action for a specific purpose

prior to the end of the fiscal year being reported. Assigned fund balance includes amounts that
have been set aside for intended use bygdased officias, governmental body or City Council

without formal action. Unassigned fund balance includes all remaining amounts.

At the end of thidiscal year, Cottonwood Heigtiigovernmental funds reported combined
ending fund balances ofL%,739,93 aftertenand one half yearsf operation an increase of
$12,766,215rom the prior year.Theincrease is primarily attributable goSales Tax Revenue
Bondfor the City Municipal CenterOf the totalfund balance of $7,739,951%$21,694 is non
spendable and represents prepaid expenditurdéisdéal year2016 events $10,619,536 is
restricted as Bond Funds in Tru$5,7,951is restrictedasimpact Feesand theemaining
$7,040,770s unrestricted fundsf which$3,080,257s assigned a€apitalProjectfundsand
allocated tovariousspecificprojects $1,845,843 is assigned as CDRA furaisd$2,114,670 is
theremainingunrestrictedalancen the General Fund

1 TheGeneral Fundis the chief operating fund of the CitAs of June 302015 the
General Fundhad a fund balance o2$36,3640f which $21,694is nonspendable, and
$2,114,670was classified as unrestricted. useful measure of liquidity is to compare the
unrestrictedund balance and the total fund balance to expenditures (ingltrdimsfers
out) for the year.Theunrestrictedund balances 12.4 percent of total expenditures and
transfers, whe thetotal fund balance equ&l2.6 percent.The Cityordinance chapter
2.150.11 as adopted by the City Council requires a desired target minimum fund balance
of 6.0 percent State law requires a 5 percent minimum balance for restricted use as
required by state statute. State law also requires appropradtaony fund balance in
excess ofhe25.0percentmaximum allowed Currently, the calculated 6.0 percent
minimum fund balance is1$040,168ndremainingunrestricted balance ofl®74,502
meetsthe State requirement of a maximum fund balance no gréeaf5.0percent

1 Anothergovernmental fund is th@apital Projects Fund. This fund is specifically used
to budget capital improvementés of June 30, 205, the fundbalance is $13,757,477,
of which $10,619,536 is restricted for construction offhmicipal Center and $57,951
is restricted Impact fees collected to make infrastructure improvements. Thisafliual
unrestrictedund balance of $080,257. Thisinrestricted balands an increaseof
$661,945from the prior yeaendand is primarily due to unspent budgeted funds and
reimbursement of prior year land purchases from current year bond pro€eeds
specific details®e supplementary Schedule of Revenues, Expenditures and Changes in
Fund Balancé Budget and Actual Captal Projects Fun@n page69.
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1 The newly enacte@ommunity Development Renewal AgencYyCDRA) Fund has
been established to provide a funding mechanism to participate in developments with
approved projects that provide a needed public purpbse.current unrestricted fund
balance of $1,845,843 is the result of a contribution from Salt Lake County RDA funds
collected within the boundaries of Cottonwood Heights priar toe  @cotpgraticn
For specific details see Schedule of Revenuegeiaitures and Changes in Fund
Balancel Budget and Actual Community Development Renewal Agenay page37.

The Cityds basic government al pages3g40ofthisnanci al
report.

Proprietary Funds Analysis

The f ocus oalyproprietaryfuGd Bmpldyse Benefit Fund(an internal service

fund), is to acamulate funds to pagmployees for unused, but accrued paid time off (PTO) at

the time of separation. This fund is designethinimize or altogetheeliminate any budgetary

impact in a subsequent year when a payout is requiethe end of each fiscal yearliability

estimate is made based on individual accruals and current wage rate of each employee. The total
liability is then compared with theurrent liability balance in the Employee Benefit Fijad

internal service funddnd any additional liability ishargedtda he curr ent vyierar 0s e
the governmental funds

The Citybdés basic propri et ar ynphgef8H0dfthiswreparc i al s

GENERAL FUND 2015 BUDGET HIGHLIGHTS

During thefiscal year theoriginal General Fundudgetwasamended b{$534,701as shown in
the detail below. See also the Statement of Revenues, Expenditures and Changes in Fund
Balancel Budgeted and Actual qrage36.

Asthefiscal year2014 endingfund balancewere calculatedhey weremadeavailable for the
2015 fiscal yearGeneral Fund dndget whichwasthenamendedo capture the highdreginning
fund balancefrom the completed fiscal year 20financial statementsThese changescluded

an increase innrestrictecdbeginning balance appropriateohdsof $331,385resulting in a total
amened budgebf beginning fund balancappropriatiorfrom the prior fiscal yeaof $802,448
Additional budget amendments included $88,660 contribution from the Capital Projects Fund
and an $85,000 use of funds to the CDRA Funke finalFY 2015 budget as amended
anticipated spending8$2,4480of availablefund balancsg but only $290,588 waactually used

The changes thefiscal year2015 budgetin individual departmersdl appropriation®ccurred as
revenueprojections were refinedndadditionalmatching departmentakpenditures were
refinedto fulfill operational goals The chart below outlines both revenue and expenditure
changes made during the fiscal year.
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Actual expenditureduring this fiscal yeain the General Fundepartmentsvere equal to or less
than the amended budgaipropriation in all departments.

As noted abovente Ci t yds Statement of Revenues,i Expen
Budget and Atuali General Fund can be found page 36f this report.

Revenue and Other Sources of Funds were amended for the following:

Increase State/Local Grants and Donations estimate 70,807
Increase CDBG Grant estimate 8,369
Increase Sponsorship, Ticket/Concessions/Surplus Property Sales estimate 16,042
Total change in budgeted Revenues $95,218
Increase in source of revenues i Contribution from Capital Projects Fund 88,660
Increase for Sale of Capital Assets 19,838
Increased use of actual FY 2014 year-end unrestricted fund balance 331,385

Net change in budgeted revenues/other sources $ 534,701

Expenditures and Other Uses of Funds were amended for the following:

All Departments:

General Government Department:

Mayor & City Council (2,794)
Legislative Committees / Events i adjust arts council expenditures 63,448
Emergency Management i adjust general expenditures (1,469)
Information Systems 35,000
Courts (10,000)
Liquor Funds 10,000
Finance 1,601
City Attorney 16,479
Administrative Services 30,571
Public Safety:
Police i 69,033
Ordinance Enforcement 1,927

Highways and Public Improvements
Public Works T road salt 220,839

Community and Economic Development

Economic Development 22,139
Planning (665)
Engineering, Inspection and Permitting (6,407)
Total Change in Departmental Budgets $449,701
Transfer - to Community Development Renewal Agency fund 85,000
Net change in budgeted expenditures/other uses $534,701

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -24-



COTTONWOOD HEIGHTS
MANAGEMENTO06S DI SCUSSI ON AND ANALYSI S

CAPITAL ASSET SAND DEBT ADMINISTRATION

Capital assets
Cottonwood Heigh@investment in capital assets for its governmental activities as of June 30,

2015 amounedto $45,924,688net ofrelated deband depreciation This investment in capital
assets includes lanmdyht-of-way, roads, bridges, parkwaysnprovementother than buildings
storm drainsland (not road rightf-ways),buildings,equipmentnd vehiclesnet of capital
leases

Cottonwood Heightsdé Capital Asset
(Net of related debt
Governmental Activities
FY2015  FY2014  FY2013  FY2012  FY2011 FY 2010

Equipment $ 286,669% 376,800% 536,035% 814,612% 1,023,366% 939,477
Vehicles 1,426,380 1,243,508 1,596,319 1,150,035 1,375,227  1,113,47:
Buildings 526,890

Land (non-infrastructure) 8,180,505 8,065,509 4,174,551 4,688,944 4,675,905 530,492
Infrastructure - Roads 7,682,292 9,712,252 10,716,473 12,786,504 14,644,587 15,258,91!
Infrastructure - Bridges 560,794 594,191 627,589 660,987 694,384 727,782
Infrastructure - Parkways 8,319,897 6,802,833 6,901,923 6,730,582 4,323,900  3,330,60:
Infrastructure - Storm Drains 1,467,308 1,061,285 1,088,250 1,115,215 927,200 878,30z
Infrastructure - Land 22,717,047 22,717,047 22,717,047 22,717,047 22,717,047 22,717,04
Total (net of depreciation) 51,067,783 50,573,515 48,358,186 50,663,924 50,381,615 45,496,09.

Less Debt (net of funds in trust) (5,143,095)  (834,317) (1,142,503)  (729,090)  (955,676)  (664,89¢
Total Capital Assets (net of related d&b§5,924,688$ 49,739,198 47,215,683$ 49,934,834$ 49,425938% 44,831,19!

Capital asseadditionsduring this fiscal year included the followiigr a total increasef
$3,106,728ncluding Work In Progress (WIPpn several projects

$ 22,066 ininfrastructure frontoadoverlayandconstructiorprojects(prior WIP
transferred to Parkways)

$ 437,854 in storm drain repair and installations

$1,966,171 in parkway beautification and improvemeirtsludescrosswalks, cross
gutters, street lightingncludes a transfer of WIP from Roads)

$ 526,890 in Building (development and constructiohCity Municipal Center)

$ 38,751 invehicle purchases including police and public works

$ 114,995 inland purchase activitipr City Municipal Centesite.

Additional information on assets of the City can be found in the Notes 3D Cagpéietis orpage
53 of this report.

Long-term debt

As of June 302015 the City hadb16,146,072n governmental longerm debt. $383,4400f this
amount is a longerm liability in the Employee Benefit Furidn internal service fundpr
earnecemployegpaid time off accrualsand is fully funded through casim hand in the fund
$1,133,76%f the long term debt is a capital lease to fund thehase of police vehiclesvhich

the City does every other yedihebalance of the Capital Lease for the poliedicles is duen
July 205, and he balance of the lease will be paid through the contractual repurchase of the
vehicles by thear dealer Some minor adjustments to the repurchase price may be made for
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mileage and vehicle conditioil4,628,863 of the governmental letegm debt is related tihe
July, 2015 Sales Tax Revenue Bond issued to
is payable over 25 years. The first principal payment of $65,000 was due July 2)@@j5

with $583,489.95 interest. The second samual payment is due January 2, 2016.

Additional information on the outstanding debt obligations ef@ity can be found in thedtes
3F LongTerm Debton pages 54-55 of this report.

ECONOMIC FACTORS ANDNEXTYEARG S B UD GETAX RAYD

1 Cottonwood Heightdadoptedax ratefor the2015-16 budget years .00239. This
is theCertified Tax rate calculation defined by the State Legislature. The rate was
adoptedby the City as allowedithoutthe need fortruth-in-taxation hearingThe
locally assessethxablevaluation in Cottonwood Heights éstimated at
$2,947,952,205ncluding$72,479,8270f new growthin valuation The adopted tax
rate should yielépproximately$6,600465in 2015 property tax reveraifor the
coming 208 fiscal year.

1 Sales taxcollectionsin the State of Utahavestrengthenedral will help contribute
supporttot h e Gudgeindiscal year2015. Theoriginal budgeted amount of
Sales taxes for fiscal ye2015 is $,500,000 This compares tactualtotal sales tax
revenue from prior years 86,319432in fiscal 205. The Citycontinues to budget
sales taxes conservatively as a hedge apamy future reversals in the economy
Actual results for the past 4 years have shown year over year increasesiof D22
percent. Initial results in the first few months for FY 2016 heh@wvn increases
higherthan these prior years.

1 At the time of preparing the fiscal year Bldudget,Class C Road Fundsere
believed to be stabilizing hebudgetwas setait$1,190,00Q which is approximately
a 9 percent increase over the prior year,idysrtto an increasa the gas tax
imposed by the state legislatunethe 2015 legislative sessionith an effective date
of January, 2016

1 The2015-16 budget has beeatonstructed with a focus on efficient and effective use
of the limited resources availabBeginring October 1, 2015 the Citgnplementeda
new Energy Use Tax on electrical and natural gas billifigie City waited over 10
years prior to implementing this source of revenue. All other cities with a population
over 15,000 in the State of Utah previously imposed this tax for years.

1 Capital ProjectFunds are allocated to specific projects that may or may not be
expended in the fiscal yeaPresently$2,133,20%f Capital Project Fundare
allocatedn the 2015-16 fiscal budgetalong withremainingbond proceeds of
$10,056,736and £78625of General Fund contributiofor a totalCapital Project
Fundexpenditurebudget of $3,060,116 However , as has been
past, a significant portion of this amoumtl likely not be spent fully in any one year
o0 Projects are defined the Capital Facilities Plaandthe priority of projects

determined by the City Council.
o The ending fund balange the Capital Projects Furitbom thefiscal year2015 is
$13,757,744 inclusive 0f$10,619,536 of bond proceeds held in trust and other
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fundsfrom unfinished projectsresulting in$$3,080,257 in unrestricted funds, of
which $947,052f fundswill be re-allocated through a budget adjustment to
unfinished projects in fiscal year 2016
o TheCity Municipal Centerproject is a significant project for fiscal year BGind
accounts fof610056,7360f the total capital projects budg&ue to underspend
in fiscal year 2015, theiig $562,800t0 becarried forward from fiscal year 2015
for this pioject While the construction will run through Fiscal Year 2Gind
payments from this fund will also run through that peraodortionof this
budgeted expenditure will carry over to fiscal year2201
o Other significant construction projects tlzaie contemplated to be starthating
fiscal year 206 are;
A Bengal Boulevard project, budgeted at0§PR,874
A Public Works Site and Yard improvements project, budgeted at
$1,031,500
o0 To the extenainy ofthese projects are not completed in fiscal yeab2bi&
funds will be carried over to Fiscal Year 201

1 Health insurance premiums continue to escalate. The City, through brokerage
services negotiated the best rates available for our user populghierCityin
addition to offering a traditional healtare plan offers ®ualified HighDeductible
Health Plan, along with Health Savings Account (HSA) in an effort to reduce the
escalatingncreassin health insurance premiums.

1 As mandated by the Utah State Legislature, the City will contribute retitemen
contributions for employean the Tier 1 systerat the rates approved. This year no
increase or decrease was approved for either Tier 1 system empldye€Xty does
contribute through the URS on behalf of employees who had previously retired from
agovernment position prior to employment with Cottonwood Heights (so called post
retired employees) prior to July 1, 2010. The City will continue to provide through a
401k the same percentage contributions for those City employees as defined by their
individual contracts:11.8 percentor post retired from the public employees system
and 25.4%ercenfor post retired from the public safety employees system.

1 As mandated by the Utah State Legislature, the City will also contribute retirement
contributionsfor employees in the Tier 2 system at the rates approved. This year
there was a rate decrease from 16.72 percent to 16.69 percent-farbiicrsafety
employees and no change for Tier 2 public safety employdesstated rates
include all required empler contributions, including 401k contributions.

o All new hires, after July 1, 2011 who were not previously employed with a
participating employer and therefore a participant in the Tier 1 system will be
enrolled in the Tier 2 retirement system.

REQUESTSFOR INFORMATION

This financial report is designed to provide a general overvig®otibnwood Heigh@finances.
Questions concerning any information provided in this repatrequest for additional financial
information should be addressed @mttonwood Heights, attavid Muir, City Treasurer/
Finandal ReportingManagey 1265Fort Union Blvd, #250Cottonwood HeightsUT 84047.
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COTTONWOOD HEIGHTS
FINANCIAL SECTION

Cottonwood Heights, Utah
Statement of Net Position
June 30, 2015

Primary Government

Governmental
Activities
ASSETS
Cash and cash equivalents $7,586,992
Receivables (net of allowances) 1,378,869
Prepaids 21,694
Net Pension asset 7,808
Restricted Cash and cash equivalents 10,677,487
Capital assets not being depreciated:
Land and rights of way 30,897,551
Capital assets, net of accumulated depreciation:
Buildings and systems 526,890
Improvements other than buildings 286,669
Vehicles 1,426,380
Infrastructure 17,930,291
Total assets $70,740,633
DEFERRED OUTFLOWS OF RESOURCES
Deferred Pension 486,859
Total deferred outflows of resources 486,859
LIABILITIES
Accounts payable and other current liabilities $473,683
Accrued liabilities 962,880
Nonspendable collections 98,963
Net pension obligation 1,478,561
Non-current liabilities:
Due within one year 380,514
Due in more than one year 15,765,558
Total liabilities 19,160,158
DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue 146,024
Deferred property tax revenue 443,592
Deferred pension inflows 192,622
Total deferred inflows of resources 782,238
NET POSITION
Invested in capital assets, net of related debt 45,924,687
Restricted for:
Impact Fees 57,951
Unrestricted 5,302,458
Total net position $51,285,096
The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Balance Sheet
Governmental Funds
June 30, 2015

Capital Community Dev Total
General Projects Renewal Agency Governmental
Fund Fund Fund Funds
ASSETS
Cash and cash equivalents 2,277,452 3,080,257 1,845,843 $7,203,552
Accounts receivables (net): 1,378,869 $1,378,869
Prepaids 21,694 $21,694
Restricted cash and cash equivalents 10,677,487 $10,677,487
Total assets 3,678,016 13,757,744 1,845,843 $19,281,603
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 473,683 $473,683
Accrued liabilities 379,390 $379,390
Nonspendable collections 98,963 $98,963
Total liabilities 952,035 $952,035
DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue 146,024 $146,024
Deferred property tax revenue 443,592 $443,592
Total deferred inflows of resources 589,616 $589,616
Fund balances:
Nonspendable:
Prepaids 21,694 $21,694
Restricted for:
Bond Funds in Trust 10,619,536 $10,619,536
Impact Fees 57,951 $57,951
Unrestricted:
Assigned:
Capital Improvement 3,080,257 $3,080,257
CommDev Renewal Agency 1,845,843 $1,845,843
Unassigned:
General Fund 2,114,670 $2,114,670
Total fund balances 2,136,364 13,757,744 1,845,843 $17,739,951
Total liabilities, deferred inflows
of resources and fund balances 3,678,016 13,757,744 1,845,843 $19,281,603

The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
June 30, 2015

Total fund balances - governmental fund types: $ 17,739,951

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Capital assets used in governmental activities are not financial resources;
therefore, they are not reported in the funds. 51,067,783

Long-term liabilities, including bonds payable and accrued bond interest, are not due
and payable in the current period and, therefore are not reported in the funds. (16,346,122)

Net pension liabilities and assets are not available resources and, therefore are not
reported in the funds. (1,176,517)

Net position of governmental activities $ 51,285,096

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

Comprehensive Annual Financial Repoiiscal Year Ended June 30, 201 -33-



COTTONWOOD HEIGHTS

FINANCIAL SECTION

Cottonwood Heights, Utah

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2015

Capital Community Dev Total
General Projects Renewal Agency Governmental
Fund Fund Fund Funds
REVENUES
Taxes:
Property 6,643,805 2,731 $6,646,536
Sales 5,319,432 $5,319,432
E-911 Emergency Fees 296,984 $296,984
Motor Vehicle Fee-in-lieu (prop. tax) 366,675 $366,675
Franchise - Cable TV 305,641 $305,641
Transient Room 22,865 $22,865
Licenses and Permits 517,531 $517,531
Intergovernmental:
Federal Grant 32,435 $32,435
State Grants 55,211 $55,211
State Class C Roads 1,088,281 $1,088,281
State Liquor Fund Allotment 42,986 $42,986
Local Grants 27,954 $27,954
Intergovernmental 1,925,698 $1,925,698
Charges for Services 217,312 $217,312
Fines and Forteitures 528,102 $528,102
Investment Earnings 1,224 88,317 2,414 $91,956
Miscellaneous 48,255 9,167 $57,422
Total revenues 15,514,694 97,484 1,930,843 $17,543,021
EXPENDITURES
Current:
General Government 3,025,254 $3,025,254
Public Safety 8,826,324 $8,826,324
Highways and Public Improvements 2,566,095 412,370 $2,978,465
Community and Economic Development 990,682 85,000 $1,075,682
Debt Service:
Interest 13,966 $13,966
Capital Outlay:
General Government 627,421 $627,421
Public Safety 34,696 $34,696
Highways and Public Improvements 48,772 2,553,442 $2,602,214
Capital Lease - Public Safety 1,486,565 $1,486,565
Total expenditures 16,992,353 3,593,233 85,000 $20,670,586
Excess (deficiency) of revenues
over (under) expenditures (1,477,659) (3,495,749) 1,845,843 ($3,127,565)
OTHER FINANCING SOURCES (USES)
Sources:
Impact Fees 42,369 $42,369
Proceeds from Capital Leases 1,168,247 $1,168,247
Proceeds from Bonds 14,664,340 $14,664,340
Sale of Capital Assets 18,824 $18,824
(Uses):
Total other financing sources (uses) 1,187,071 14,706,708 $15,893,780
Net change in fund balances (290,588) 11,210,959 1,845,843 $12,766,215
Fund balance - beginning of year 2,426,952 2,546,784 $4,973,736
Fund balance - end of year 2,136,364 13,757,744 1,845,843 $17,739,951
The notes to the financial statements are an integral part of this statement.
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FINANCIAL SECTION

Cottonwood Heights, Utah
Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2015

Net changes in fund balances - total governmental funds $ 12,766,215

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those assets is
allocated over their estimated useful lives and reported as

Capital outlays 4,750,896
Depreciation (3,122,196)

The net effect of various miscellaneous transactions involving
capital assets (i.e., sales, trade-ins, and donations):

Asset deletions (1,644,168)
Depreciation deletions 509,735

The issuance of long-term debt (e.g., bonds, leases) provides
current financial resources to governmental funds, while the
repayment of the principal of long-term debt consumes the current
financial resources of governmental funds. Neither transaction,
however, has any effect on net position. This amount is the net
effect of these differences in the treatment of long-term debt and

Sales Tax Revenue Bond (13,770,000)
Bond Premium (894,340)

Proceeds from capital leases provide current financial resources to
governmental funds by issuing debt which increases long-term
liabilities in the Statement of Net Position. Repayments of capital
lease principal are expenditures in the governmental fund, but
reduce liabilities in the Statement of Net Position:

Principal payments on capital lease 868,499
Proceeds from new capital leases (1,168,247)

Some expenses reported in the statement of activities do not require

Pension Net Position Adjustment 374,517
Interest Expense (net of Bond Premium amortization) (547,716)
Change in net position of governmental activities $ (1.876,805)

The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
FINANCIAL SECTION

Cottonwood Heights, Utah
Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual
General Fund
For the Year Ended June 30, 2015

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with
Description Budget Budget (See Notes) Final Budget
REVENUES
Taxes:
Property 6,589,477 6,589,477 6,643,805 54,328
Sales 5,300,000 5,300,000 5,319,432 19,432
E-911 Emergency Fees 265,000 265,000 296,984 31,984
Motor Vehicle Fee-in-lieu 390,000 390,000 366,675 (23,325)
Franchise - Cable TV 331,700 331,700 305,641 (26,059)
Transient Room 25,000 25,000 22,865 (2,135)
Licenses and Permits 670,600 670,600 658,443 (12,157)
Intergovernmental:
Federal Grant 20,000 28,369 32,435 4,066
State Grants 42,853 55,211 12,358
State Class C Roads 1,090,000 1,090,000 1,088,281 (1,719)
State Liquor Fund Allotment 45,000 45,000 42,986 (2,014)
Local Grants 27,954 27,954
Charges for Services 65,500 65,500 76,400 10,900
Fines and Forteitures 535,000 535,000 528,102 (6,899)
Investment Earnings 14,000 14,000 1,224 (12,776)
Miscellaneous 65,254 80,896 48,255 (32,641)
Total revenues 15,406,531 15,501,349 15,514,694 13,345
EXPENDITURES
Current:
General Government 3,041,629 3,184,464 3,025,254 (159,210)
Public Safety 8,869,433 8,940,393 8,861,020 (79,373)
Highways and Public Improvements 2,534,425 2,755,264 2,614,867 (140,396)
Community and Economic Development 1,075,632 1,090,699 990,682 (100,017)
Debt Service:
Principal 347,213 347,213 (347,213)
Interest 9,263 9,263 13,966 4,703
Capital Outlay:
Capital Lease - Public Safety 1,486,565 1,486,565
Total expenditures 15,877,594 17,813,859 16,992,353 (821,506)
Excess (deficiency) of revenues
over (under) expenditures (471,063) (2,312,511) (1,477,659) 834,852
OTHER FINANCING SOURCES (USES)
Sources:
Proceeds from Capital Leases 1,486,565 1,168,247 (318,318)
Transfers from Other Fund 88,660 (88,660)
Sale of Capital Assets 19,838 18,824 (1,014)
(Uses):
Transfers to CDRA Fund (85,000) 85,000
Total other financing sources (uses) 1,510,063 1,187,071 (322,992)
Net change in fund balances (471,063) (802,448) (290,588) 511,860
Fund balance - beginning of year 2,426,952
Fund balance - end of year 2,136,364

The notes to the financial statements are an integral part of this statement.
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Cot

FINANCIAL SECTION

tonwood Heights, Utah

Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual

Community Development Renewal Agency

For

the Year Ended June 30, 2015

Budgeted Amounts

Fund Actuals

Adopted Final (Budgetary Basis) Variance with
Description Budget Budget (See Notes) Final Budget
REVENUES
Property Tax 2,731 2,731
Intergovernmental - Shared Revenues 1,925,698 1,925,698
Investment earnings 2,414 2,414
Total revenues 1,930,843 1,930,843
EXPENDITURES
Current:
Community and economic development 85,000 85,000
Total expenditures 85,000 85,000
Excess (deficiency) of revenues
over (under) expenditures (85,000) 1,845,843 1,930,843
OTHER FINANCING SOURCES (USES)
Sources/(Uses):
Transfers from General Fund 85,000 (85,000)
Total other financing sources (uses) 85,000 (85,000)
Net change in fund balances 1,845,843
Fund balance - end of year 1,845,843
The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
FINANCIAL SECTION

Cottonwood Heights, Utah
Statement of Net Position
Proprietary Fund
For the Year Ended June 30, 2015

Governmental
Activities -
Employee
Benefit Fund
ASSETS
Cash and cash equivalents $ 383,440
Total assets 383,440
LIABILITIES
Non-current liabilities
Accrued PTO benefits payable 383,440
Total liabilities 383,440
NET POSITION
Unrestricted -
Total net position $ 0
The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
FINANCIAL SECTION

Cottonwood Heights, Utah

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Fund
For the Year Ended June 30, 2015

Governmental
Activities -
Employee
Benefit Fund
OPERATING REVENUES

Charges for interfund services provided $ 64,202

Total operatiing revenues 64,202

OPERATING EXPENSES

General Government - employee PTO benefits 65,858
Total operating expenses 65,858
Operating income (1,656)

NON-OPERATING REVENUES
Investment Earnings 1,656
Total non-operating revenues 1,656
Change in net position -

Total net position - beginning -
Total net position - ending $ 0

The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
FINANCIAL SECTION

Cottonwood Heights, Utah

Statement of Cash Flows
Proprietary Fund
For the Year Ended June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Governmental
Activities -
Employee

Benefit Fund

Receipts from interfund services provided $ 64,202
Net cash provided by operating activities 64,202
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received 1,656
Net cash provided by investing activities 1,656
Net increase in cash and cash equivalents 65,858
Cash and cash equivalents July 1, 2013 317,582
Cash and cash equivalents June 30, 2014 $ 383,439
Reconciliation of operating income to net cash
provided (used) by operating activities
Operating Income (1,656)
Adjustments to reconcile operating income to net
cash provided (used) by operating activities:
Increase in accrued PTO benefits payable 65,858
Net cash provided by operating activities $ 64,202
The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Cottonwaoddights (the City)have been prepared in conformity

with accounting principles generally accepted in the United States of America (GAAP) as
applied to local governmental entities. The Governmental Accounting Standards Board (GASB)
is the accepted standesetting body for establishing governmental accounting and financial
reporting principles. The accounting and reporting framework and the more significant
accounting policies for th€ity are discussed in subsequent subsections of this Note.

1A - FINANC IAL REPORTING ENTITY

Cottonwood Heights (th€ity), incorporated in 2005, is a political subdivision of the State of

Utah. TheCity is governed by a City Council comprised of an elected mayor who serves as
Chairman of the City Council and four electédly Council members TheCity has determined

that there are no separately administered organizations that are controlled by or are dependent

upon the City.Control or dependence is determined on the basis of financial interdependence,
selection of govering authority, designation of management ability to significantly influence
operations and accountability for fiscal matters. Using these criteria no potential component units
are included in the Cityds financial statemen

The accounting policies of @onwood Heights, Utah, conform to generally accepted accounting
principles applicable to governmental units. The following is a summary of the more significant
of such policies.

The Cityds financi al reporting entity compris
Primary Goernment: Cottonwood Heights
Component Units: None

1B - BASIS OF PRESENTATION

Governmemwide Financial Statements:

Governmenwide Statement of NdRositionand Statement of Activities display information on
all activities of the reporting governmead a whole. Most effects of any infend activities
have been eliminated from these statements.

The governmentide statements for the primary government are separated based on the
predominance of the type of revenues that support them. Goverha@ivisies are normally
supported by taxes and intergovernmental revenues, while business type activities would receive
a significant portion of revenues from fees and charges for services.

The statement of activities is presented to show the extdrngrtigram revenues of a given
activity support direct expenditures of the function. Direct expenses are those that can clearly be
associated with a particular activity or program. Program revenues include: (1) charges to
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customers or privileges providég a given function and (2) grants and contributions that are
restricted to meeting operational or capital requirements of a particular function. Other revenue
sources that are not reported as program revenues are reported instead as general revenues.

Fund Financial Statements:

Financial statements of the reporting entity are organized into funds, each of which is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self
balancing accounts that constéuts assets, liabilities, fund equity, revenues, and
expenditure/expenses. Funds are organized into three major categories: governmental,
proprietary, and fiduciary. An emphasis is placed on major funds within the governmental and
proprietary categorieall funds of Cottonwood Heights are considered to be major funds.

Cottonwood Heights haké funds described below:

Governmental Funds
General Fund
The General Fund is the primary operating fund of the City and always classified as a
major fund. It isused to account for all activities except those legally or administratively
required to be accounted for in other funds.

Capital Project Fund

The Capital Project Fund is used to account for resources restricted for the acquisition or
construction of spefic capital projects or items. The reporting entity includes only one
Capital Project Fund and it is used to account for the acquisition of capital assets.

Community Development Renewal Agency Fund
The Community Development Renewal Agency Fund (CDRAsed to account for
resources restricted for use on approved public purpose projects.

Proprietary Funds:
Employee Benefit Fun¢an internal service fund)
This fund is used to account for liabilities created from atpaid time off (PTO) of
each @y employee. Each year a calculation is made to determine the vested payouts that
could occur in future years. This amount is charged to the current year in order to
eliminate any large unforeseen payout that could disrupt the individual departmental
budgetsn subsequent years when a payout occurs.

1C- MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measur ement focus Iis a term used to describe
various financi al statements. tiBneaarerescordel accoun
regardless of the measurement focus applied.

Measurement Focus
The governmentvide Statemendf NetPositionand the Statement of Activities are presented
using the economic resources measurement focus as defitet b. below.
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Inthe fund financi al statement s, the Acurrent f
ffeconomic resourceso measur ement focus is use
a. All governmental funds wutilize a Acurrent

Only currentfinancial assets and liabilities are generally included on their balance
sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their
measure of availablspendable financial resources at the end of the period.

b. Proprietary funds wutilize an feconomic r €
accounting objectives of this measurement focus are the determination of operating
income,changes in net positiqor cost recovery), financial position, and cash flows.

All assets and liabilities (whether current or ranrent) associated with their
activities are reported. Proprietary fund equity is classified ggas@ion The City
employee benefit fund (an interrs@rvice fund) is reported on this basis.

c. Fiduciary funds are not involved in the measurement of results of operations;
therefore, measurement focus is not applicable to them. The City has no Fiduciary
funds at this time.

Basis of Accounting

The govermentwide Statement dflet Positionand Statemenif Activities are presented using

the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized
when earned and expenses are recorded when the liability is incurred @mecasset used.
Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and exchange
like transactions are recognized when the exchange takes place.

In the fund financial statements, governmental funds are presented on tfiedramtirual basis

of accounting. Under this modified accrual basis of accounting, revenues are recognized when
Ameasurable and available. 0 Measurabl e means
amount. Available means collectible within theremt period or soon enough thereafter to be

used to pay liabilities of the current period. The City includes in available revenue only revenue
that will be collected in cash within one year following the close of the fiscal year, and in the

case of propgy tax revenue, only revenue that will be collected within 60 days of the close of

the fiscal year. Expenditures (including capital outlay) are recorded when the related fund

liability is incurred, except for general obligation bond and capital leasegalpayments

which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is
incurred or economic adsesed.
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1D - ASSETS, LIABILITIES, AND NET POSITION (EQUITY)

Deposits and Investments

For the purpose of the Statement of Resition fAcash, i ncluding time de
demand, savings accounts, and certificates of deposits of the CitheRmurpose of the
proprietary fund Statement of Cash Fl ows, fca

savings accounts, and certificates of deposit or gbort investments with an original maturity
of three months or less.

Investments are caed at fair value. Fair value is based on quoted market price. Additional cash
and investment disclosures are presented in Notes 2B and 3A

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may
result in amounts owed between funds. Those related to goods and services type transactions are
classified as Adue t-dermamedund oamsotaher repods$ ead
recei vabl es a rtedm ipexfynd Ibanse(rmeoudentlpartioryg are reported as
Afadvances from and to other funds. o Interfund
governmental activities are eliminatiedthe Statement of N&osition See Note 3G for details

of interfund transactions, including receivables and payables aegdarThe City has no

interfund receivables or payables.

Receivables and Payables

In the governmenivide statements and the flifinancial statements, receivables consist of all
revenues earned at yeamd and not yet receivebllajor receivable balances for the
governmental activities includmles tax, franchise tagroperty tax, court fines and road cut
permits. Interest and investment earnings are recorded when earned and considered both
measurable and available.

Payables are composedanintractpayments fopublic works, permitting and inspections,
engineering and thety attorney

Capital Assets
The accanting treatment for property, plant, and equipment depends on whether the assets are
reported in the governmentide or fund financial statements.

Governmentvide Statements
In the governmentvide financial statements assets are accounted for as cgs¢as. All assets
are valued at historical cost or estimated historical cost if actual is unavailable, except for
donated assets which are recorded at their estimated fair value at the date of donation. Estimated
historical cost was used to value the migyoof the infrastructure assets transferred from Salt
Lake County primarily during the period ending June 30, 2005. The City has chosen to capitalize
assets costing $10,000 or more.
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Depreciation of all exhaustible assets is recorded as an allocatesexpéhe Statement of

Activities, with accumulated depreciation reflected in the Stateofddét Position
Depreciation is provided over t helinamsetadbfs d e st
depreciation. The range of estimated usef@diby type of asset is as follows:

Governmental
Activities
Description Estimated Lives
Buildings and Improvements 45 years
Machinery and Equipment 5to 15 years
Vehicles 5 years
Infrastructure’ original costs 1550 years
- annual upgrade costs (Mustincreasaemaininglife by a

minimum of 33%. Upgrade costs
amortized over new remaining life

Fund Financial Statements
In the fund financial statements, assets used in governmentalgerations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

Restricted Assets

Restricted assets consist of various cash balances that are restricted as to their use. Certain cash
balances are restricted by preiains of State or Federal law. Class C Road revenue not spent is
restricted in the general fund to be used for future roadwork. Certain grants must be spent for the
intended purposeThe City may also have certain impact fees that are restricted fraidi

time.

Deferred Inflows and Outflows of Resources
Deferred inflows of resources represent an acquisition of net position that applies to a future
period, and is therefore deferred until that time.

Governmental funds report revenue thatnavailable as deferred inflows of resources.
Governmental funds report unavailable revenue from property taxes and from special
assessments. These amounts are deferred and recognized as revenue in the period that they
become available.

Deferred outflovg of resources represent a consumption of net position that applies to a future
period, and is thefere deferred until that time.

Long-term Debt
The accounting treatment of loigrm debt depends on whether the assets are reported in the
governmentwide or fund financial statements.

All long-term debt to be repaid from governmental resources is reported as a liability in the
governmenwide statements.
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Long-term debt for governmental funds is not reported as a liability in the fund financial
statemets. The debt proceeds are reported as other financing sources and payment of principle
and interest reported as expenditures.

PensionPlan

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resouces related to pensions, and pension expense, information about the fiduciary

net position of the Utah Retirement Systems Pension Plan (URS) and additions to/deductions
from URSO6s fiduciary net position hapored been d
by URS. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported
at fair value.

Compensated Absences

't 1 s t hgtofeimit gnipleyeqs o ladcuwmulate a limited amount of earned but unused
PTO benefits. The liability foearnedcompensated absences is recorded astknng debt in the
governmenwide statements. There is no recorded liability for compensated absetices i
governmental funds because the Employee Benefit Fund (an internal service fund) has been paid
for the incurred compensated absence expenditur@s annual basis

Equity Classifications
Governmentvide Statements
Equity is classified as nesiion and displayed ifiour components:

a. Netinvestment in capital ass@t€onsists of capital assets net of accumulated
depreciation and related debt.

b. Restricted Consists of ngbositionwith constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors, or laws or regulations
of other governments; or (2) law through constitutional provisions or enabling
legislation.

c. Unrestricte@ All other netpostiont hat do not meet the defi
orfinetinvestment n capi.t al assetso

Fund Statements
Governmental fund equity is classified as fund balance. Fund balance is reported in three major
categories, comprising five separdtdinitions Nonspendable, Restricted and Unrestricted
(which can be shown as Committed, Assigned and Unassig8ed)Note 3Hor additional
disclosureorthe Citd s f und bal ances. Each category i s
a) Nonspendablé Prepaid expenditures and otlsemilar assetg¢a) not in spendable
form, or (b) legally or contractually required to be maintained intact.
b) Restricted Assetsconstrained by externally imposed legal restrictions, by law
through constitutional provisions or enabling legislation, orictgins set by
creditors, grantors or contributors.
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c) Committedi Formally designated b@ity Council through ordinander specific
purposesprior to the end ofhe fiscal year being reportetiat cannot be used for
another purpose unless the City Coufaimally changes the use through a
superseding ordinance.

d) Assignedi Amounts constrained by tl@&ty Council or for a specific purpose
normally through the appropriations process establishing and amending budgets.
Funds in Capital Projects fund or otlpermanent funds are by their nature assigned
to the purpose for which the resources are colleetgldput extra ordinaryformal
action.

e) Unassigned All other general funsinot clasdied in any other classification that
may be used for any governmerparpose

When both restricted and unrestricted fund ba
use restricted fund balance first, then committed funds, followed by assigned and then
unassigned.

Fund balance is committed by the City Colipeissage of budget resolutions. Assigned
balances are determined by management authorized to manage the funds of the City by the City
Council.

1E - REVENUES, EXPENDITURES, AND EXPENSES

Revenue

Property taxegincluding Motor Vehicle feen-lieu), frandise taxes, licenses, shared revenue,

and interest are susceptible to accrual. Sales taxes collected and held by the state at year end on
behalf of the City are also recognized as revenue. Other receipts and taxes become measurable
and available when cashreceived by the City and are recognized as revenue at that time.

Entitlements are recorded at the time of receipt or earlier fighsceptible to accruatriteria
are met. Expenditurdriven grants are recognized as revenue when the qualifying expenditures
have been incurred and all other grant requirements have been met.

Property taxes are based on the assessments against property owners. Tax legfeassessed
values are certified to the County Treasurer prior to the commencement of the fiscal year.
Property taxes become a lien on January 1 and are levied on the first Monday in August. Taxes
are due and payable on November 1, and are delinquenaftember 30 of each year.

Property taxes are collected by the Salt Lake County Treasurer and remitted to the City shortly
after collections occur.

Sales taxes are collected by the Utah State Tax Commission and are remitted to the City monthly
approximagly two months after the period in which the taxes are collected by local businesses if
all filings are made timely.

Expenditures/Expenses
In the governmenwvide financial statements, expenditures are classified by function for
governmental activities.
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In the fund financial statements, expenditures are classified as follows:
Governmental Funds By Character:
Current (further classified by function and object)
Debt Service
Capital Outlay
Intergovernmental
In the fund financial statement\gernmental funds report expenditures of financial resources.

Interfund Transfers

Permanent reallocation of resources between funds of the reportingsaitssified as
interfund transfers. For the purposes of the Statement of Activitiesteafund transfers
between individual governmental funds have been eliminated.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

By its nature as a local government unit, the City is subject to various federal, state, and local
laws and contractual b | i gati ons. An analysis of the Citybo
regulations and demonstration of its stewardship over City resources follows.

2A - FUND ACCOUNTING REQUIREMENTS

The City complies with all state and local laws and regulatiegsiring the use of funds
separate from the General Fund. The legally required separate funds used by the City include the
following:

Fund Required By

None
2B - CASH DEPOSITS AND INVESTMENTS

Deposits and investments for Cottonwood Heightgakerned by the Utah Money

Management Actytah Code Annotated Ti t 1l e 51, Chapter 7, #Athe A
Money Management Counci l (At he Council o). Fo
Hei ght sd6 exposur e t ecaslhvnanagemensactiviies. ks r el ated t o

DepositCustodial Credit Risk

Custodial credit risk for deposits is the risk that in the event of a bank failure, Cottonwood
Height sd6 deposits may not be recovered. The
to adhere to the Money Management Act. The Act requires alsdspf Cottonwood Heights

to be in a qualified depository, defined as any financial institution whose deposits are insured by
an agency of the federal government and which has been certified by the Commissioner of
Financial Institutions as meeting thejperements of the Act and adhering to the rules of the

Utah Money Management Councilhe City has no other deposit policy for custodial credit risk.
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InvestmentCredit Risk

Credit risk is the risk that the counterparty to an investment will not fuffibbligations. The

Citydés policy for ITimiting the credit risk of
Management ActThe City has n@therinvestment policy that would further limit its investment
choices.

Cottonwood Heights is authorizedtov est i n the Utah Public Treas
(PTIF), an external pooled investment fund managed by the Utah State Treasurer and subject to

the Act andState Money Manageme@buncilregulatory oversight The PTIF is not registered

with the SEC aan investment company, and deposits in the PTIF are not insured or otherwise
guaranteed by the State of Utah.

The PTIF operates and reports to participants on an amortized cost basis. The income, gains, and
losses, net of administration fees, ofthd FH ar e al |l ocated based upon
daily balances. A copy of the Public Treasurers Investment Fund is available for viewing on the

Ut ah St at e Trathdps/wwwetneadgertateeubus i t e

Twice a year, at June 30 and December 31, the investments in the PTIF are valued at fair value.
As of June 30, 2014, the City h&d,546,604 invested in the PTIF which had a fair value factor

of 1.00496043, making the City investment eqoa,602,128 for an unrealized gain of

$37,524. Due to the insignificance of this amount in relation to the funds affected by the
unrealized gain, the fair value of investments in this external investment pool is deemed to be the
amortized cost of the imgtment.

As of June 30, 2, the City had the following investments and maturities:

Investment Maturities (in years)

Total Fair More
Investment Type Value Less than 1 1to5 610 10 than 10
State of Utah PTIF  $ 7,564,604 $ 7,564,604 $ - $ - $ -
Total $ 7,564,604 $ 7,564,604 $ - $ - $ -

InvestmentinterestRate Risk

Interestrate risk is the risk that changes in interest rates of debt investm#éragwersely affect

the fair value of an investment. Cottonwood Heights manages its exposure to declines in fair
value by investment only in the PTIF and by adhering to the Utah Money Management Act
(Section 51, chapter 7 of the Utah Coddjch providegyuidance for handling depository and
investing transactions in order to minimize interest rate Tisk. City has no other formal policy

that limits investment maturities as a means of managing its exposure to fair value losses arising
from increasingnterest rates.
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2C - REVENUE RESTRICTIONS

The City has varioustaterestrictions placed over certain revenue sources. The primary
restricted revenue sources include:

Revenue Source Legal Restrictions of Use

B & C Road Funds Eligible B & C Raads

Federal Grant Energy Efficiency Grant
Awarded Asset Seizures Further Enforcement Actions
Impact Fees Eligible public improvements

For the period ended June 30, 20the City complied, in all material respects, with these
revenuerestrictions.

2D - DEBT RESTRICTIONS AND COVENANTS

General Obligation Debt

No longterm GeneralObligation debt shall be created by any city unless the proposition to
create such debt shall have been submitted to a vote of qualified electors. Clitiest sloatract

for debt in an amount exceeding four percent of the fair market value of taxable property in their
jurisdictions. For the period ended June 30,52@e City had no outstandir@general

Obligation debt.

Other Longterm Debt

Cities may incuindebtedness for the purpose of supplying such city water, sewer, or electricity
when such public works are owned and controlled by the municipality. The additional
indebtedness shall not exceed four percent for first and second class cities andeaghtfqe

third class cities of the fair market value of taxable property in their jurisdicfitvesCity has

no such debt at this time.

2E - FUND EQUITY RESTRICTIONS

General Fund Balance Restrictions

UtahCode 1®5-1 1 6 ( 4) r eqgqui r e salanck ia excessrol 5yperderit ef tot@lf und b
revenues of the general fund may be utilized
be maintained as a minimum fund balance. The maximum in the general fund may noéxceed
percent of the totalctualrevenue of the general fund ((83116(2)). The City Council has

adopted a @y code [chapter 2.150.020.1directing that a minimum 5 percent fund balance, as

required by law, with a desired target minimum of 6 petcentCur rent |l y t he Cityo
bdance is under the maximum allowkd state law

2F - BUDGETARY BASIS OF ACCOUNTING

In the governmental fund statements the accounting basis and the budgetary basis are the same.
The Statement (Schedule) of Revenues, Expenditures and Changes in med-B2udget and
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Actual presented for the general fund and the capital projects fund are presented on the
budgetary basis to provide a meaningful comparison of actual results with the budget.

Budgets are legally required for governmental funéisnual budgets are prepared and adopted
by the City Council on or before June 22 for the fiscal year commencing the following July 1, in
accordance with Utah State law. The operating budget includes proposed expenditures and
proposed sources of financifiy such expenditures. Prior to Juné®22public hearing is
conducted to obtain taxpayer input. Budgets are adopted by ordinance in total for each
department. Management can move budgeted amounts within a department or decrease
appropriations. The Gi Council can increase appropriations after having a public hearing.
During the year ended June 30, 2@ie City Coundiamended the original budgeur times

Budgets for the Capital Projects Fund are also prepared using the modified accrudl basis o
accounting and are adopted on an annual basis. Project budgets for the Capital Projects fund are
prepared annually and ending balances may4a@peopriated by Council action in the

following year. State law also requires a budget comparison famalsffor which an annual

budget is adopted.

NOTE 3 - DETAIL NOTES ON TRANSACTION CLASSES / ACCOUNTS

The following notes present detailed information to support the amounts reported in the basic
financial statements for its various assets, liabiliggslity, revenues, and expenditures/
expenses.

3A - CASH DEPOSITS AND INVESTMENTS
Below is a reconciliation of the yeand balance invested in thali¥ic Treasurer§lnvestment
Fundand other cash and investments presented in the statemenpositien:

Utah State Public Treasr er s | nvest ment $Furiv®64b0d!| ance

Reconciliation to Government-wide Statement of Net Position:

Investments $ 7,564,604
Cash on Hand 15,033
Deposits 65,306

Total $ 7,644,942

Per Statement of Net Position:

Unrestricted Cash $ 7,586,992
Restricted Cash 10,735,438
Total $ 18,322,429
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3B - RESTRICTED ASSETS
The restricted assets as of June 3052@afe as follows:

Type of Restricted Asset Cash/Time Deposits
Governmental Activities:
Bond Funds held in trust 10,677,487
Impact Fees 57,951
Total $ 10,735,438

3C- ACCOUNTS RECEIVABLE

Accounts receivable of the governmental activities cosprstcipally offiscal year accruals of
sales taxeqyroperty taxes, court fines and road quesmitsreceivable.

Receivables details at June 30, 20dre as follows:

Uninvoiced Receivables Intergovernmental 37,155
Invoiced Receivables / Miscellaneous 107,879
Invoiced Business Licensing (6,709)
Prior Fiscal Revenues - Sales & Transient Room / 911 Fees 1,092,876
Deposits Receivable 5,550

Net Accounts Receivable $ 1,378,869

3D - CAPITAL ASSETS
Capital asset activity for the period ended June 305,204s as follows:

Balance at Disposals Balance at
Governmental activities: June 30, 2014 Additions / Misc Adj June 30, 201
Capital assets, not being depreciated:
Land (non-infrastructure) $ 8,065,509 $ 114,995 $ - $ 8,180,50¢
Land related Infrastructure 22,717,047 - - 22,717,04
Total assets, not being depreciated 30,782,556 114,995 - 30,897,55:
Capital assets, being depreciated:
Buildings - 526,890 - 526,89C
Equipment 2,096,371 - - 2,096,37:
Vehicles 2,252,466 1,555,568 (1,516,817) 2,291,217
Infrastructure - Roads 31,109,861 22,066 - 31,131,92'
Infrastructure - Bridges 905,375 - - 905,37&
Infrastructure - Parkways 8,541,104 2,093,522 (127,351) 10,507,27!
Infrastructure - Storm Drains 1,213,493 437,854 - 1,651,347
Total capital assets, being depreciated 46,118,670 4,635,900 (1,644,168) 49,110,40:
Accumulated Depreciation
Buildings - - -
Equipment (1,719,480) (90,221) (1,809,70:
Vehicles (1,008,958) (365,614) 509,735 (864,837
Infrastructure - Roads (21,397,609) (2,152,026) (23,549,63!
Infrastructure - Bridges (311,184) (33,398) (344,581
Infrastructure - Parkways (1,738,272) (449,106.66) (2,187,37¢
Infrastructure - Storm Drains (152,209) (31,830.04) (184,03¢
Total accumulated depreciation’ (26,327,711) (3,122,196) 509,735 (28,940,17

Governmental activitie
capital assets, nn  $ 50,573,515 $ 1,628,700 $ (1,134433) $ 51,067,78:
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Depreciationjncluding Disposals/Miscellaneous Adjustment of accumulated depreciatsn,
charged to governmental activities as follows:
Governmental Activities:

General Government $ 80,239
Public Safetyrfet of surplused vehiclgs (164,697)
Highways & Public Improvements 2,696,105
Community Planning 814

Total depreciation expense and adjustment $ 2,612,460

Capital Assets under Capital Lease
The City has acquired public safety vehicles through capital leasenidwtization of thee
assetss included in depreciation expense. As of June 305 804 net book values are as
follows:

Governmental Activities

Vehicles $ 1,447,433
Less Accumulated Depreciation (259,358)
Net Book Value $ 1,188,075

3E - ACCOUNTS PAYABLE

Payables in the general fund are composembpfractpayments fopublic works, permitting and
inspections, engeering andhe aty attorney

3F-LONG-TERM DEBT

Cot t on wo o longtemnidgpbhconsigts af sales tax revenue borudpital lease and
accrued employee benefits to be repaid from governmental activities.

As of June 30, 2@, the City had longerm debt payable from general fund resources consisting
of the following:

Sales Tax Revenue Bonds Payable:
Series 2014 - City Municipal Center

3.695%, (07/2/14 original amount $13,770,000) $ 13,770,000
Remaining Bond Premium unamortized $ 858,863
$ 14,628,863

The City has entered into a Sales Tax Revenue Bond to finance the construction of the City
Municipal Center. This bond has been recorded at the presdlartof all future bond payments
as of the inception date.
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Capital Leases Payable:

Zions Bank - Police Vehicles

1.64%, (07/15/14 original amount $1,168,247) $ 1,134,065
S 1,134,065

The City has entered into a lease agreement as lessee for the purchase of Police vehicles. This
lease agreement qualifies as a capital lease for accounting purposes and, therefore, has been
recorded at the present value of all future lease paymentshasintéption date.

As of June 30, 2@.the City had proprietary fund lortgrm debt payable as follows

Employee Benefit Fund (an Internal Service Fund):

Paid Time Off - Future PTO Liability $ 383,440
Total proprietary fund debt 383,440
Total governmental activity debt $ 16,146,072

Changes in Longterm Debt
The following is a summary of changes in lelegm debt for the period ended June 30,3201

Balance Balance Due Within
Type of Debt June 30, 2014 Additions Reductions June 30, 2015 One Year
Capital leases $ 834,317 $ 1,168,247 $(868,499) $ 1,134,065 $315,514
Sales Tax Revenue Bond - 13,770,000 13,770,000 65,000
Bond Premium - 894,340 (385,774) 858,566
Emp Benefit Fund-PTO * 317,582 65,858 - 383,440

Total Long Term Debt $ 1,151,899 $15,898,445 $ (904,273) $ 16,146,072 $380 514

* Annual calculation of vested paid time off available, net total by department.

Annual Debt Service Requirements
The annual debt service requirements to maturity for governmentatdamgdebt principal and

interest as of June 30, ZB)Jare asdllows:
Governmental Activities

Year Ended
June 30 Principle Interest Total
2016 380,514 831,875 1,212,389
Thereafter 14,487,481 8,307,800 22,795,281
Total $14,867,995 $ 9,139,675 $ 24,007,670

* Bi-annually, the Public Safety vehicle lease is paid by a dealer buy back, 2017 is such a year.
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3G - INTERFUND TRANSACTIONS AND BALANCES

Transfers
Although budgeted, no interfund transfers were made at fiscakyear

NOTE 4 - OTHER INFORMATION
4A - EMPLOYEE PENSION AND OTHER BENEFIT PLANS

General Information about thePension Plans

Plan description: Eligible plan participants are provided with pensions through the Utah
Reirement SystemsThe Utah Retirement Systems are comprised of the following pension trust
funds:

1 Public Employees NoncontributoRetirement System (Noncontributory
System); is a multiple employer, cost sharing, public employee retirement
system.

1 The Public Safety Retirement System (Public Safety System) is a mixed agent and
costsharing, multipleemployer retirement system;

91 Tier 2 Rublic Employees Contributory Retirement System (Tier 2 Public Employees
System);and the Tier 2 Public Safety and Firefighter Contributory Retirement System
(Tier 2 Public Safety and Firefighters System) is a multiple employer, cost sharing,
public employe retirement system.

The Tier 2 PubliE€mployees System became effective July 1, 20All eligible employees
beginning on or after July 1, 2011, who have no previous service credit with any of the Utah
Retirement Systems, are members of the Tier 2 Retiné System.

The Utah Retirement Systems (Systems) are established and governed by the respective sections
of Title 49 of the Utah Code Annotated 1953,
are amended statutorily by the State Legislature. Thh Btate Retirement Office Act in Title

49 provides for the administration of the Systems under the direction of the Board, whose
members are appointed by the Governor. The Systems are fiduciary funds defined as pension
(and other employee benefit) trughfis. URS is a component unit of the State of Utah. Title 49

of the Utah Code grants the authority to establish and amend the benefitiB@®nissues a

publicly available financial report that can be obtained by writing Utah Retirement Systems, 560

E. 20 S, Salt Lake CityJtah 84102 or visiting the website: www.urs.org.

Benefits provided: URS provides retirement, disability, and death benefits. Retirement benefits
are as follows:
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Summary of Benefits by System
Years ddervice requirec
System Final Average Salar  and/or age eligible for Benefit percent per year of servic
benefits
Noncontributory System Highest 3 years 30 years any age 2.0% per year all years Up to 4%
25 years any dge
20 years age 60
10 years age62
4years age 65
Public Safety System Highest 3 years 20 years any age 2.5% per year up to 20 years; Up to 2.5%
10 years age 60 2.0% per year over 20 years
4 years age 65
Tier 2 Public Employees Highest 5 years 35 years any age 1.5% per year ydlars Up to 2.5%
System 20 years age 60
10 years age 62
4 years age 65
Tier 2 Public Safety and Highest 5 years 25 years any age 1.5% per year all years Up to 2.5%
Firefighter System 20 years age 60*
10 years age 62
4 yearsge 65

COLA

*With actuarial reductions

“All post-retirement cosbf-living adjustments are necompounding and are based on the original benefit except for
Judges, which is a compounding benefit. The-ob4iving adjustments are also limited to thetual Consumer Price

Index (CPI) increase for the year, although unused CPI increases not me may be carried forward to subsequent years.

Contributions: As a condition of participation in the Systems, employers and/or employees are
required to contribie certain percentages of salary and wages as authorized by statute and
specified by the URS Boardontributions are actuarially determined as an amount that, when
combined with employee contributions (where applicable) is expected to finance the costs of
benefits earned by employees during the year, with an additional amount to finance any
unfunded actuarial accrued liabilit€ontribution rates are as follows:

. Employee Paid by Employer
Utah Retirement Systems Paid Employer for Contribution Rates
Employee

Contributory System

1117 Local Governmental Division Tier 2 N/A N/A 14.94%
Noncontributory System

157 Local Governmental Division Tier 1 N/A N/A 18.47%
Public Safety Retirement System

4971 Other Division B Noncontributory Tier 1 N/A N/A 32.20%

12271 Other Division A Contributory Tier 2 N/A N/A 20.44%
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Pension Assets, Liabilities, Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related #ensions

At December 31, 2014, we reported a net pension asset of $7,808 and a net pension liability of
$1,478,561.

Proportionate Net Pension Net Pension

Share Asset Liability
Noncontributory System 0.1425472% $0 $618,973
Public Safety System 2.1737913% $0 $859,588
Tier 2 Public Employees System 0.0340178% $1,031 $0
Tier 2 Public Safety and Firefighter Syster 0.4581429% $6,777 $0
Total Net Pension Asset/Liability $7,808 $1,478,561

The net pension asset and liability was measaseof December 31, 2014, and the total
pension liability used to calculate the net pension asset and liability was determined by an
actuarial valuation as of January 1, 2014 and rdtedard using generally accepted actuarial
procedures. The proportiai the net pension asset and liability was based upon actual
historical employer contributions to the plan from the census data submitted to the plan for
pay periods ending in 2014.

For the year ended December 31, 2014, we recognized pexgiense of $71,393.At
DecembeBl, 2014, we reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected amdtual experience $72,516 $19,751
Changes in assumptians $0 $172,871
Net difference between projected and actual earning:
on pension plan investments $30,972 $0
Changes in pmortion and differences between
contributions and proportionatshare of contributions $0 $0
Contributions subsequent to the measurement date $383,371 $0
Total $486,859 $192,622

$383,371wasreportedls def erred outfl ows of resources re
contributions made by us prior to our fiscal year end, but subsequent to the measurement date of
December 31, 2014Thesecontributions will be recognized as a reduction of the net pensio

liability in the upcoming fiscal yeaiOther amounts reported as deferred outflows of resources
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and deferred inflows of resources related to pensions will be recognized in pension expense as
follows:
Deferred Outflows
Year Ended December 3  (Inflows d Resources)

2015 ($19,820)
2016 ($19,820)
2017 ($19,820)
2018 ($19,027)
2019 ($7,733)
Thereafter ($2,912)

Actuarial assumptions: The total pension liability in the December 31, 2014, actuarial valuation
was determined using the followiagtuarial assumptions, applied to all periods included in the
measurement:

Inflation 2.75 Percent
Salary increases 3.50- 10.50 percent, average, including inflation

Investment rate of return  7.50 percent, net of pension plan investment
expenseincluding inflation

Active member mortality rates are a function of the member's gender, occupation, and age and
are developed based upon plan experieRegiree mortality assumptions are highlighted in the
table below.

Retired Member Mortality

Class of Member

Educators

Men EDUM (90%)

Women EDUF (100%)

Public Safety and Firefighters

Men RP 2000mWC (100%)

Women EDUF (120%)

Local Government, Public Employees
Men RP 2000mWC (100%)

Women EDUF (120%)

EDUM = Constructed mortality table based on actual experience of male educators
multiplied by given percentage

EDUF = Constructed mortality table based on actual experience of female educators
multiplied by given percentage

RP 2000mWC = RP 2000 Combined mortality table for males with white collar
adjustments multiplied by given percentage
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The actuarial assumptions usadhe January 1, 2014, valuation were based on the results of an
actuarial experience study for the five year period ending December 31, 2013.

The longterm expected rate of return on pension plan investments was determined using a
building-block methodin which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce therforexpected rate oftren

by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarizez ifollowing table:

Expected Return Arithmetic Basis

LongTerm expected

Asset class Target asset Real return portfolio real rate of
allocation arithmetic basis return
Equity securities 40% 7.06% 2.82%
Debt securities 20% 0.80% 0.16%
Real assets 13% 5.10% 0.66%
Private equity 9% 11.30% 1.02%
Absolute return 18% 3.15% 0.57%
Cash and cash equivalents 0% 0.00% 0.00%
Totals 100% 5.23%
Inflation 2.75%
Expected arithmetic nominal return 7.98%

The 7.50% assumed investment rate of retucomsprised of an inflation rate of 2.75%, a real
return of 4.75% that is net of investment expense.

Discount rate: The discount rate used to measure the total pension liability was 7.50 percent. The
projection of cash flows used to determine the discatatassumed that employee contributions

will be made at the current contribution rate and that contributions from all participating
employers will be made at contractually required rates that are actuarially determined and
certified by the URS BoardBasedon those assumptions, the pension plan's fiduciary net

position was projected to be available to make all projected future benefit payments of current
active and inactive employees. Therefore, the-@nm expected rate of return on pension plan
investmats was applied to all periods of projected benefit payments to determine the total
pension liability.

Sensitivity of the proportionate share of the net pension asset and liability to changes in the
discount rate: The following presents the proportiorstiare of the net pension liability
calculated using the discount rate of 7.50 percent, as well as what the proportionate share of the
net pension liability would be if it were calculated using a discount rate thaeic&ntagegoint

lower (6.50 percen®dr 1-percentaggoint higher (8.50 percent) than the current rate:
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1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)

Proportionate share of Net
pension (asset) / liability $3,513,225 $1,470,753 ($213,175)

The City is required to contribute to the Local Government Noncontributory Sy&tem

percent of the annual salaries of eligible employees. The City is also required to contribute to the
Public Safety Noncontributory Syste3@.2percent of the annual saies of eligible employees.

The contribution rates are the actuarially determined rates and are approved by the Board as
authorized by Chapter 49. For Tier Il employees the ratescaB8percentand21.72percent
respectively.

The City contributiongo the Local Government Noncontributory Systers confirmed by Utah
Retirement System$r the periods ending June ZM15, 2014 and2013 were respectively
$221,072%$197,533and$178,396 The City contributions to the Public Safety Noncontributory
Sygem for the period end June 2M15, 2014 and 2018ere respectivel$pdd2,527 $428,802
and 435,258 The contributions were equal to the required contributions for this period. The
City has recorded contributions to the Contributory Tier Il Syster2@ab, 2014 and 201\8ere
respectively$37,992 $22,726and$6,388for regular employees ar$43,078 $21,526and
$4,505for Public Safety employee#dditionally, the City is required to contribute for Post
Retired Ineligible employees an amount equah&current amortization rat€éhe amount
contributed for theeriod ending June 30, 20And 2014were$2,053and 8,921

The City has also elected to be exempt from the Federal Social Security System for all
employees and assures that they participasequalifying retirement plan. In lieu of
contributions to the Social Security System the City contributes to various deferred
compensation plans explained below.

Deferred Compensation Plans
Theassets held by these deferred plaresnot available tthe City or its general creditors.

401(k) Plan

The City sponsors a deferred compensation plan under Internal Revenue Code Section 401(k) for
City employeesThe Utah State Retirement Board administers this Plan. Employees who have
elected to be exemptdm either the regulaoncontributory Systerar Public Safety System

may elect to have their equivalent City contribution contributed into this plan.

Employer contributions that substitute for contributions to the-dawrtributory pension for the
periodsended June 3@015, 2014 and 201M8ere$35,918 $40,004and$58,802respectively.

Employer contributions that substitute for contributions to the Public SafeyCdatributory
pension for the periods ended JuneZL5, 2014 and 201h8ere$183,266 $196,782and
$210,714respectively.
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Employer contributions for Tier 2 employees, where the required contributions émgieyer
result in 401k contributions for these employBeshe periods ended June 30, 2015 and 2014 is
$13,385and $7,438or regula employees angi2,698and$1,145 for public safety employees.

Employer contributions that substitute for medical coverage for the periods ended J20430,
and 2013vere$0, $36,054and$42,882 These employer 401k contributioa®no longemade

in lieu of the City paying medical premium costs for employees that elect to forgo medical
coverage t hr ough Cdsleconipensaid s mgde diracy tophe empoyee,
who then may elect employee contributions if they so chobkese emploges are required to
provide proof of alternative insurance coverage.

Employer contributions that substitute for social security contributions for the periods ended
June 302015, 2014 and 201M8ere$154,217 $170,015and$156,737respectively.

457 Plans

The City sponsors 457 Deferred Compensation Plans in accordance with Inteeral&k€ode
Section 457 for allity employees. These plans are administered both by the Utah State
Retirement Board and the International City/County Management Association Retirement
Corporation (ICMARC). The employees diie City participate in the 457 deferred
compensation plan thrgh payroll deduction.

GASB No. 32 considers 457 plans as Trust Funds for individuals. Therefore no contribution
information is providedhere Actual contributions are provided as a note to RSI.

4B - RISK MANAGEMENT

The City is exposed to variousks of loss related to torts; theft of, damage to, and destruction

of assets; errors and omissions; injuries to employees; and natural disasters. The City has
purchased comprehensive general liability insurance through the Utah Local Governments Trust.
The City pays premiums to the Trust for its general insurance coverage, automobile liability, and
personal injury protection. The Trust is s&lfstaining through member premiums. The City is
subject to a minimal deductible for claims.

4C7T SUBSEQUENT EVENTS

Subsequent eventsane evaluated througbecembed5, 2015, which is the date that the
financial statementwere available to be issued.
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REQUIRED SUPPLEMENTARY INFORMATION

Cottonwood Heights, Utah

Schedule of the Proportionate Share of the Net Pension Liability - Utah Retirement Systems

As Reported December 31, 2014
Last 10 Fiscal Years *

Tier 2 16l 2
Noncontributory Public Public Public
Retirement Safety T Safety &
System System oy Firefighter
System Systemn
Proporation of the net pension liability (asset) 0.142547% 2.173791%  0.340178%  0.458143%
Proportionate share of the net pension liability
(asset) $ 618,973 $859,588 $ (1,031) $ (6,777)
Covered employee payroll 1,441,633 2,061,024 167,094 189,494
Proportionate share of the net pension liability
(asset) as a percentage of its covered-
employee payroll 42.9% 41.7% -0.6% -3.6%
Plan fiduciary net position as a percentage of
the total pension liability 90.2% 89.0% 103.5% 120.5%

* Amounts presented were determined as of calendar year ended December 31, 2014. In accordance with GASB
68, until a full 10-year trend is compiled, information is presented for those years which information is available.

This schedule is only for the current year 2014.

The notes to the required supplementary information are an integral part of this schedule.
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COTTONWOOD HEIGHTS
REQUIRED SUPPLEMENTARY INFORMATION

Cottonwood Heights, Utah
Schedule of Contributions - Utah Retirement Systems
As Reported December 31, 2014
Last 10 Fiscal Years *

Tier 2 Tier 2
Noncqntrlbutory Public Safety  Public Public
Retirement Safety &
System Empoyees _.
System Firefighter
System
System

Contractually Required Contributions $ 224,044 $ 439,923 $ 14,035 $ 20,644

Contributions in relation to the
contractually required contributions (224,044) (439,923) (14,035) (20,644)

Contribution deficiency (excess) - : 2 .

Covered employee payroll 1,441,633 2,061,024 167,094 189,494

Contributions as a percentage of
covered- employee payroll** 15.54% 21.34% 8.40% 10.89%

* Amounts presented were determined as of calendar year ended December 31, 2014. In accordance with
GASB 68, until a full 10-year trend is compiled, information is presented for those years which information
is available. This schedule is only for the current year 2014.

** Contributions as a percentage of covered-employee payroll may be different than the Board certified
rate due to rounding or other administrative issues.

The notes to the required supplementary information are an integral part of this schedule.
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COTTONWOOD HEIGHTS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

NOTE 1 - BUDGETARY BASIS OF ACCOUNTING

In the governmental fund statements the accounting basis and the budgetary basis are the same.
The Statement (Schedule) of Revenues, Expenditures and Changes in Fund-B2laiges: and

Actual presented for the capital projects famd presented on the budgetary basis to provide a
meaningful comparison of actual results with the budget.

Budgets are legally required for governmental funds. Annual budgets are prepared and adopted
by the City Council on or before June 22 for thedlsyear commencing the following July 1, in
accordance with Utah State law. The operating budget includes proposed expenditures and
proposed sources of financing for such expenditures. Prior to Jifre @blic hearing is

conducted to obtain taxpay@put. The City Council can increase appropriations after having a
public hearing.During the year ended June 30, 2@ie City Councilamended the original
budgetfour times

Budgets for the Capital Projects Fund are also prepared using the maddred! basis of

accounting and are adopted on an annual basis. Project budgets for the Capital Projects fund are
prepared annually and ending balances may4a@peopriated by Council action in the

following year. State law also requires a budget caorspa for all funds for which an annual

budget is adopted.

Other Information Not Required as Part of RSI:
The information below is not required as part of GASB 38 but is provided for
informational purposes. The schedule below is a summary of the D€forgdbution

Savings Plans for pay periods Januaryllecember 31, 2014

DEFINED CONTRIBUTION SYSTEM
Defined Contribution System

Employee Employeer
Paid Paid
Contributions Contributions
401(k) Plan * 217,989 404,168
457 Plan 223,190 102,332
Roth 457 Plan 25,160
Roth IRA 9,899

Traditional IRA

* The Employer paid 401(k) contributions include the totals paid for employees enrolle
Defined Contribution 401(k) Plan.
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COTTONWOOD HEIGHTS

SUPPLEMENTARY INFORMATION

Cottonwood Heights, Utah

Schedule of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual

Capital Projects Fund

For the Year Ended June 30, 2015

Budgeted Amounts

Fund Actuals

Adopted Final (Budgetary Basis) Variance with
Description Budget Budget (See Notes) Final Budget
REVENUES
Federal Grant 121,051 121,051 (121,051)
Impact Fees - Current Collections 50,000 50,000 42,369 (7,631)
Investment earnings 30,000 30,000 88,317 58,317
Miscellaneous 9,167 9,167
Total revenues 201,051 201,051 139,853 (61,198)
EXPENDITURES
Current:
Highways and Public Improvements 15,836,906 17,127,581 3,593,233 (13,534,348)
Total expenditures 15,836,906 17,127,581 3,593,233  (13,534,348)
Excess (deficiency) of revenues
over (under) expenditures (15,635,855) (16,926,530) (3,453,380) 13,473,149
OTHER FINANCING SOURCES (USES)
Sources/(Uses):
Beginning Fund Bal Appropriated 15,635,855 2,212,057 (2,212,057)
Proceeds from Bonds 14,496,000 14,664,340 168,340
Total other financing sources (uses) 15,635,855 16,836,530 14,664,340 (2,172,190)
Net change in fund balances 11,210,959
Fund balance - beginning of year 2,546,784
Fund balance - end of year 13,757,744
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COTTONWOOD HEIGHTS
STATISTICAL SECTION

STATISTICAL SECTION
(Unaudited)

s section of Cottonwood Heightsd Comprehen

detailed information as a context for understanding whantbemation in the financial
statements, note disclosures, and suppl ement a
financial health.

The five divisions of the Statistical Section are as follows:

T

Financial Trendsincluded schedules contain trend imfpation to help the reader understand
K2g GKS [/ AG@&Qa TAY I|-heiddhave chaigedivemiddd. y OS | yR 6 St f

Revenue Capacityt. y Of dzZRSR A OKSRdz S& O2y Gl Ay AYF2NXIGAZ2Y
most significant local revenue sources, pragdax, sales tax, and enterprise fund revenues.

Debt Capacitylncluded schedules present information to help the reader assess the
FFF2NRFIOATEAGE 2F GKS /AGeQa Od:NNByid fS@gSta 27
issue additional debt ithe future.

Demographic and Economic Informationincluded schedules offer demographic and economic
AYRAOIFG2N&E (2 KSfLI GKS NBIFRSN) dzyRSNBRGFYR GKS S
activities take place.

Operating information:Included schedules contain data to help the reader understand how the
AYVF2NNIEGA2Y Ay GKS /AGe2Qa FAYIYOAILf NBLR2NI NBf
activities it performs.

SourcesUnless otherwise noted, the information in these schedules in derived from the audited financial statements
of Cottonwood Heights for the relevant year.
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