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City between the canyons

Finance

December 13, 2016

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

Overview
It is our great pleasure to present the Comprehensive Annual Financial Report (CAFR) for the
City of Cottonwood Heights (the City) for the fiscal year ended June 30, 2016.

Utah State law requires that all logglvernments publish, within six months of the close of each
fiscal year, the complete set of financial statements presented in conformity with generally
accepted accounting principles (GAAP) and audited in accordance with generally accepted
auditing standals by a firm of licensed certified public accountants. Pursuant to that
requirement, we hereby issue the CAFR of Cottonwood Heights for the fiscal year ended June
30, 2016.

This report consists of manageme nCottorswoade pr es en
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,magement of Cottonwood Heighhas established a
comprehensive internal control framework that
assets from loss, theft or misuse and to compile sufficient reliable information for the preparation

of Cottonwood Hei g lintcdnrmityiwith@generallyaaccepet! actoentimgn t s
principles. Since the cost of internal controls should not outweigh their benefits, Cottonwood
Heightsdéd framework of internal controls has b
absolute assurandeat the financial statements will be free from material misstatement.

As management, we assert that to the best of our knowledge and belief this financial report is
complete and reliable in all material aspects. Larson & Company, PC, a firm of ceuifikc
accountants, has audited Cottonwood Heightso
involves examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement, assessing the accounting principles usetaifetant estimates made by
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management, and evaluating the overall financial statement presentation. The independent
auditorbdés report is presented as the first <co

Generally accepted accounting principlequire that management provide a narrative

introduction, overview, and analysis to accompany the basic financial statements in the form of
Management 6s Discussion and Analysis (MD&A).
complement the MD&A andshbud be read in conjunction with i
found immediately following the report of the independent auditors.

Profile of Cottonwood Heights
Cottonwood Heights was incorporated on January 14, 2005 out of the southeastern area of
unincorporated Salt Lake County. The current populatiestimmated at 34,343 residents in an

area encompassing 9.24 square miles. It is known &itthhbetween th€anyonsbecause it

is located at the foot of the Wasatch Mountain Raraje@den Big Cottonwood and Little
Cottonwood Canyons. These two canyons are hom
resorts, Alta, Brighton, Solitude and Snowbird. Each of theseeséirts has an international

clientele and reputation.

The quality of life in Cottonwood
Heights is very high with many
cultural and recreational activities
available within the city or in near
proximity. Cottonwood Heights
highly valuesits reputation s .a
well-maintained residential and
business community. The
preservation of quality of life is of
utmost importance to residents and business owners. The City is proud of the stunning scenic
background provided by the Wasatch Mountains and residentsgphagk value on the natural
element of this area that contains a wide variety of hillsides, streams, natural open spaces and
parks. The residents occupy a variety of residential dwellings in harmony with thriving
commercial areas. In 2007 Money Magaziakested Cottonwood Heights as one of the 100

best places to live in the United States.

As the gateway to the valleyds major ski reso
transportation systems, Cottonwood Heights welcomes many vidite ity strivedo attract

businesses that provide desirable employment opportunities, serve the needs of residents and
promote the attractive image and appearance of the commiihiége businesses support the

general income and prosperity of the City, strengtheniegibusiness centers and

compl ement the Citybds | ocation as the gateway

Citizens voted to operate Cottonwodbd Hei ghts
Manager o form of government. Under ncihi s form
member from each of four districts and a Mayor is electéargé The Mayor and Council

select a City Manager who acts as the Chief Exeeu@fficer of the City. Policynaking and
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legislative authority are vested in the Mayor and Council, execatid administration of
policies and ordinances is the responsibility of the City Manager. The Mayor and Council serve

part time. The City Manager serves full time.

Local economy

Despite the relatively small size
of the City, Cottonwood
Heights has one of the largest
amounts of premium, high rise
Class A office space in the
valley atnearly 2,500,000
square feet (see table below),
second in Salt Lake County
only to downtown Salt Lee

City. The City is home to the
corporate offices of Extra Space

Storage, JetBlue Airways,
Instructure, MasterControl, CHG Healthcare Services and SanDisk (Fas@md Cottonwood
Heights continues to attract large companies looking for a supportuselss environment,
access to the canyons and a high quality of service.

Cottonwood Heights has a notable amount of office space including three office parks catering to
business of all sizes. The Old Mill Corporate Center, Cottonwood Corporate analidind>ark
Centerof fi ce compl exes house all of the Cityds ClI
space available. Quality Class B and C office space is dispersed through the City along major
transportation corridors including Fort Union Boulel;at300 East, Highland Drive and 2300

East.

As of June 30, 206
Class A Class B Class C

Total SF 2,335,842 514,035 89,389
% of Total SF 81.2% 15.9% 2.9%
Average Building SF 137,961 17,140 3,790
Number of Properties 16 30 24
Average Vacancy 3.5% 14.7% 2.9%
Average Lease($/SF) $30.50 $20.15 $15.23
Source: City Community and Economic Development department

Long-term planning and major initiatives
Cottonwood Heights is largely buitiut and therefore much of the future development options
will occur in redevelopment areas along the Fort Union Boulevard corridor and areas of reuse,

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -3-
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such as the Wasatch Boulevard gravel pit which will ultimately dié&weenl50 and 200acres
for development.

Fort Union Boulevard is a focal point both figuratively and geographically for Cottonwood
Heights. Itis the major eastest arterial going through the city. It features a mix of retail,
restaurants, servia@nd professional offices and residential properties. Fort Union Boulevard
serves as a gateway to Big & Little Cottonwood Canyons and area resort attractions. This
corridor has, since the inception of the city, been identified in the General Plan exaygat

the canyon and a future Utah Transit Authority transit corridor

The Wasatch Boulevard/Gravel Pit Area, is a crucial and keystone property in Cottonwood
Heights. The gravel pit area is the largest undeveloped site in the city. It is estimadgiha
operations will cease in approximateBhl8 years. Therefore, the city is actively involved with
property owners to master plan the site for the eventual development. At a conceddable
200developable acres, the site presents notable appies to fill service and amenities as well
as land use needs that are not being currently 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 tb mouth of Big Cottonwood Canyon and its wexldss skiing and other
related facilities. Development opportunities on site could includeséullice hotels, high

density housing, destination retail and Class A offices.

City Hall . The City recenthcompleted construction of a new Municipal Center housing City
administration and law enforcement functiof$is new building is a facility of which the City
and its residents can be proud. It .

will be a focal point in the
Community for decades to come.

The facility is the result of an
extensive construction project which
assembled eight parcels of land
located at the corner of 2300 East
and Bengal Boulevard (7600 South

Services Provided

As a local general purpose
government, Cottonwood Heights
provides a full range of municipal services including police and fire protection, construction

and maintenance of streets and other infrastructure, planning and zoning, community and
economic development, recreational and cultural activities, justice codranamal services.

These services are paid primarily from taxes

Beginning July 2016, the City for the first time laagelfproviding public works services.
These services, including street maintenance and snavinglowere previously provided by
an independent contractor. The City has hired staff and purchased equipment for this purpose.

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -4-
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Other services are also covered by taxes and fees but the City contracts with other entities to
provide these services. Thesdities and the service(s) they provide are listed below:

x  The Cottonwood Heights Parks and Recreation Service Areaas created in June,
1967, and is legally separate and distinct from the City. This special district provides
park maintenance and other recreational services.

x  Salt Lake County Public Works provides roadway sign maintenance as well as street
light and traffic signal maintenance.

x  The Unified Fire Authority (UFA) is a political subdivision organized under an
interlocal agreement in the State of Utah. They providdifyiging, rescue, and
emeagency medical services.

x  Salt Lake City Public Utilities provides repair and maintenance on City fire hydrants.

x  The City contracts with the law firm dbnes Waldo Holbrook & McDonough PC
for legal servicesW. Shane Topham attorney from the firm functiesn as t he Ci t y
sworn Attorney.

x  The City contracts with the engineering firm@ison Engineering, Inc for
engineering services in connection with building and other real property development
and public works, witlBrad Gilson serving as the city enginee

x  The City contracts with the engineering firmSuinrise Engineering, Inc for
building services in connection with building and other real property development,
with Jody Hilton as the City Building Official.

x  Municipal Justice Courts services are caated through Holladay City Justice Court.

Municipal Type Services Not Provided by Cottonwood Heights

Some services typically provided by a municipality are provided through special service
districts or Salt Lake County, rather than directly supple@bttonwood Heights. These
services are provided directly to and paid by the citizens of Cottonwood Heights to these
entities. These entities are listed below:

x  Salt Lake City Public Utilities Department provides water treatment and distribution.

x  Jordan Valley Water Conservancy Districtprovides water distribution services to
some areas of the city that are not served by Salt Lake City Public Utilities

x  Cottonwood Improvement District provides wastewater collection services to an area
that includes the eine City boundary.

x  Wasatch Front Waste & Recycling District(Sanitation) provides refuse removal
services to all areas of the city.

x  Cottonwood Heights Parks and Recreation Service AreaResidents living within
the boundaries of this service area paydiaed property tax to the Area to pay for
several recreational facilities available for use by all Area residents.

x  The Salt Lake CountyLibrary System provides two library facility within the
Cottonwood Heights boundaries.

x  Valley Emergency CommunicationsCenter (VECC) provides emergency dispatch

services for both City Police department and Unified Fire Authority.

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -5-
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Financial information and policies

Cottonwood Heigh@&financial statements reflentoderate growth and conservative budgeting
practices. Durig the year, the general fund balance increased $215,821 to $2,352,185, which is
13.10% of the revenues for the 2016 fisgsdhr. A new municipal energy and sales tax was
implemented beginning October 1, 20Ihis new revenue will be used to fund opemnasi of

city government including debt service payments related to the new municipal center and public
works property and equipment as well as assisting to meet ongoing increases in operating
expenses of the city

Over the past five years, revenueshie general fund increased from $14,810,833 to

$17,956,811. As a 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 increase in sas$ tax revenue of $1,091,139 over this same 5 year period. The new municipal
energy sales and use tgenerated $1,530,067 in the nine months it was implemented.

Expenditures of the last five years have increased from $13,243,336 to $17,4T0¢B6dd in

the current year's expenditures is debt service of $918,965 related to the first payment on the
2014 Sales Tax bonds associated with the construction of city hall. Also during the year we paid
full rents of 860000.Fur t her mor e, trasenrdad surfacedreaenentsénristal t u
year 2011 were approximately $300,000 lower than fiscal year. 2016

In order to maintain proper management and control of taxpayer funiisn@ood Heights has
adopted a comprehensive set of financial policieses&lpolicies cover areas such as: operating
and capital budgeting, debt management, and accounting and financial reporting. Setting and
adhering to sound financial policies helped the City receive a strordp@a rating from

St andar d and lete lisoof tliese.policied is inatuded in our annually adopted
budget.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awards
a Certificate of Achievement for Excellence in Financial Repotbran entity for its

Comprehensive Annual Financial Report (CAFR) for a fiscal year period. In order to be
awarded a Certificate of Achievement, the government had to publish an easily readable and
efficiently organizedCAFR that satisfied both generaldgcepted accounting principles and
applicable program requirements.

This is the fifth 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 Reportifige City

has received the award for each of the previous four y&éws.award was presented for FY

2015 to David Muir, City Treasurer/Financial Reporting Manager recognizing him as being
primarily responsible for preparing an awavothning CAFR. It is valid for a period of one year
only. We believe that our current CAFR ete the Certificate of Achievement for Excellence in
Financial Reporting requirements.
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The preparation of this report could not have been accomplished without the accounting and
financial reporting expertise and dedicated service of David Muir, Citystireaand Financial
Reporting Manager of the Finance Department. We appreciate Larson & Company, 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 therest and support in planning and
conducting the financial operations of the City in a responsible and progressive manner.

Dean Lundell John Park
Finance Director City Manager

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -7-
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S 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 30,2016,
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.

Auditor’s 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, 2016, and the respective changes in financial position, the budgetary comparison for the
general and special revenue funds, and, where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

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

W H I j
www.larsco.com /A Crowe Horwath International
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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 11-26, and 64-67,
respectively, be presented to supplement the basic financial statements. Such information, although not a part of the
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 13, 2016, 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.

&”‘8‘“‘7 pe |
¥
Larson & Company, P

Spanish Fork, Utah
December 13, 2016
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COTTONWOOD HEIGHTS
MANAGEMENTO06S DI SCUSSI ON AND ANALYSI S

As managment 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® 8, It is also

intended to assist the reader in focusing on significant financiedgs3 hese include identifying
changes in the Cityds financi al position (its
challenges), identifying any material deviations from the approved budget, and identifying

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

FINANCIAL HIGHLIGHTS

1 The Cityds of$80vd26boawhiahi;081s736s unrestricted and may

be appropriated for any futuexpenditureis shown on the balance sheet of

Governmental Fundsn page 3. (See pagel for complete fund balance analysis.

1 $2,352185fund balance in the General Fu{®&2,078586is unrestricted

1 $3,902,90Fund balancén the Capital Projegs Fund Of this balance, 2788848
is restricted as bond proceeds in trust for the new city municipal center
constructiondebt servicand public works facilitieand $.3,079are restricted
impact fees that are limited for specific uses defined by stateTae .balance of
$1,100977is unrestricted.

1 $1,822,173und balancén the Community Development RenewaencyFund
(CDRA) which is unrestrictedThese are funds transferred to the CDRA by Salt
Lake County Redevelopment Agency during the fiscal year.

1 In fiscal year 206,t h e taltngtpdstionfrom governmental activities

decreasedy $99590t0 $50,985,507 Total asseticreasedy $351,164 and

liabilities increasedy $650,7% resulting in the ngbositiondecreaseof $299,590

from operationsSee pagedi Ci t y 6 s @Gwoivdeer nFmennatn ci al Anal y.

details.

1 Total netpositionof $50,985,50onsiss of:

1. $46,171,37 in capital assefsuch as streets, bridges, land, buildings and other
infrastructurenet of related del@nd depreation,

2. Unrestricted Fund Balance o43$66301.. iUnr estri cted Fundso i
designates the amount of money available for the City Council to spend for future
needsThe City Council intends to use part of this Fund Balance for designated
Capital Project use.

3. Impact Fees of #3,079and Bond Debt Service funds of $634,750.

1 The City continues itxaptal leaseused to finance thgublic safety fleet. This
financingalsoprovides for a guaranteed bbwck of the fleeby the vendoevery
other yearSeepagd7and26f or addi ti onal information al
vehicle lease program.

i The Municipal Centewasunder constructioat yearendandwascompleted and

occupied inSeptember 2016ee pagd7 and26 for additional information about the
Ci t salésdax revenusondsthat were the financing mechanism for the new
Municipal Center."

1 The General Fund balantereased by &15,821, or 10.1percentof the prior yead s
fund balance The Capital Projects Fdmlecreased by $854,841from last yead s
ending balancdueto payments made in the course of the year to fund the City

Comprehensive Annual Financial Repifiscal Year Ended June 30, 01 -11-
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Municipal Center construction. The bond proceeds used to make these payments
were provided in a prior fiscal year.

The City benefits from botbperatinggrantsand operating contributionandcapital
grantsandcapitalcontributions As a total of the 208 budgetthese fundsiccounted

for 13.4percent of totatevenues Operating granttotaling $.,709,91Arecompiised
oftheG@ t yds portion of daswdllasotiheuldaca grang.as t ax
Capital grantsand contribubnsare typically associated with oiiene projectsand

totaled $36,020in FY 2016. Included in those grants was a contribution of $782,

by Salt Lake County, the administrator of funds provided by the 2015 State
Legislature, for significant road projects in the county. The City expects to receive an
additional $758,248 in such grants in fiscal year 2@Limmary ofgrantand

contributian revenues received by the Caye summarized on the Statement of
Activities (see pagé&l).

OPERATIONAL HIGHLIGHTS

l

The City receive®2,545,93 in state and local gransd other contributions

including Class C roads ofi98,514and$741,752 as contributionfrom Salt

Lake County.

The City broke ground on a new Municipal CergerAugust 3, 2015with an

expected completion date of September 2016. This pragectired eight existing

parcels ofandwith an estimated overall budget, including lanfi$16,798,825.

Thebuilding is designed by GSBS Architects and constructed by Layton

Construction.

The City Police department in igsghthyear continues to have a highly skilled and

trained investigative divisiaon The Cityosrespandedto #82tepar t me
calls for service during the yeaith an average response time for priority 1 calls of

4:19, down from 4:57 the previous year.

In addition to numerous street and sidewalk improvement projects, the City
completed?25,838square feet4d.63% of all City roadspf roadimprovement

projects, including asphalt overlays, chip seals and slurry seal treatments.

The Community and Economic Development departmemtirtued to addresshe

future of the Fort Union Boulevabrridorwith the estalishment of a corridor

planning committeecity-wide bicycle plan, gravel pit area master plan and engaged
citizens near Wasatch Boulevard to addres
The City, in conjunction with Cottonwood Heights Parks and Recreation Service

Area,has contiued to promote successful community events enjoyed by residents of

the city, including Butlerville Days, Easter Egg Hunt and various eweiuts as Bark

in the Park and Movies in the Park

During this fiscal year, the CigyroducediS h r ;ghked ¢ o m saixih theatyed

production. Arts grant revenues and ticket sales completely paid for production costs,
thereby providing the arts counwiité with f
for the Hei ght s drawing&panting shovéo phgiogriaphys t 0
contest.
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1 The City continues to publish a monthly newsletter that is direct mailed to over
10,000 households in the city and businesses to improve communications with the
citizens of the city. In addition, work has continued to refirecity's web site to
better facilitate interaction with constituents as well as fostering better use of social
media including Twitter and Facebook.

1 The Cottonwood Heights Business Association was formally started in 2015. It has
continued to offer a busess development program, an economic development
banner program and business outreach programs through networkitgsw@nas
luncheons, open houses, ribbon cuttings and business spotlights.

1 The Community and Economic Development Departrhastreaed and continues
to offer various business assistance publications including an annual Cottonwood
Heights city magazine and an-tggdate commerce/market guide. The Department
hosts training sessions for business owners in the city and has been stngamlini
business licensing processes while creating connections with new business owners.

1 Cottonwood Heightsnaintainsa very strong AAbond rating from Standard and
Poos. This strong rating enabled the City to secure low interest rates on bonds issued
during the year to finance the completion of the City's Municipal Center and public
works facilities.

1 The City has been thecipient fornine consecutive years of the Distinguished
Budget Presentation Award from the Government Finance Officers Association for
excellence in budgeting. This award is the highest form of recognition in
governmental budgeting.

1 The Finance Deptament received the Certificaté Achievement for Excellence in
Financial Reporting for the fiscal year ended June 30, 2015. This isuittle fo
consecutive year this award has been earned by the Finance Departisent.
certificate is the highest form of recognition in governmental accounting and financial
reporting for completion of the comprehensive annual financial repoetCity has
received this recognition each year it leasnpiled a CAFR and submitted it for
examinationThe Finance department has also beendbipient of the Award for
Outstanding Achievement in Popular Annual Financial Reporting for the fiscal year
ended June 30025. This award is a prestigious national award recognizing
conformance with the highest standards for preparation of state and local government

popular reportsThis is thethird year the City has received this award.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analyssintended to serve as an introductiorCtmttonwood Heighibasic
financial statements which consistfolir components: 1) governmewide financial statements,
2) fund financial statements, 3) eetto the financial staments 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 +eorbusimesssi mi | ar t o 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 activitiegresents information showinghw t h e @asitogpds net
changed during the fiscal year reported. All changes ipamtionare reported as
soon as the underlying event occurs, regardless of the timing of related cash flows.
Thus all of the curr enttakgnadnoraéceuntregavdessu e s a
of when cash is received or paid.

The governmentwvide financial statements distinguish function€ottonwood Heightthat are
principally supported by taxes and intergovernmental revegoeginmental activitie from

othe functions that are intended to recover all or a significant portion of their 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 accountitg ensure and

demonstrate compliance with finarcedated legal requirements. All of the fundsaaity are

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

Cottonwood Heights currently htreemajor govermental funds (as determined by generally
accepted accounting principles), the General FtinelCDRA Fundind the CapitaProjects

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 moneydlmto and out of these funds and the
balances left at yeand that are available féuture appropriation These funds are
reported using modified accrual accountingethod which measures cash and other
financial assets that can be readily convertecash. The governmental fund
statements provide a detailed shore r m vi ew of the Citybs ger
operations and the basic services it provides. Governmental fund information helps
users determine whether there are more or fewer finans@lmees that can be spent
in the near futur e t ®hefelatiorsmpce(a diffedferees)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 the Cityo6s fuaprovaatke rdsaunces heededhtepay Thi s
outaccruedvestedPTO benefits without negatively impacting budgatthe year a
payout occurs

Notes to the finangal statements

The notes provide additional information that is essentiah tmderstanding of theformation
provided in the governmentide and fund financial statements. The sdbethe financial
statements can be found pages39-62 of thisreport.

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 liabilities0h§85,507
at the close of fiscal year ended June 306201

Cottonwood Heights was incorporated on January 14,,2088blebelow provides a
comparison of the Cityodtnysae.tAspfdue 32016Hassets or eac
exceed liabilities by¥50,985,507 This representa decreaseof $299590in total netposition

when compared to the Cilbguéts gomeenmmenial@divitiess on on J

Currentassetslecreasedy $3,889,035n largepart dueto spend down obondproceeddor the
construction of the City Municipal Centdrhis decreasewas offset by a large increase in Capital
Assetsresulting in$351,164 netincrease ofotal assetsand deferred outflowd otal liabilities
anddeferrednflows, increased by &0,/52 duein partto recentfinancialpension recognition
requirement®f all governmental entitiess well as increased payables associated with
construction of the Municipal Center
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Assets

MANAGEMENTO6S DI

COTTONWOOD HEIGHTS

Cottonwood Heights
Net Position
As of June 3@

Governmental Activities

SCUSSI

2016 2015
Current and other assets 10,783,815 19,672,85(C
Capital assets 59,363,624 51,067,787
Total assets 70,147,439 70,740,63:
Deferred Pension Contributions 1,411,466 467,108
Total deferred outflow of resources 1,411,466 467,108
Total assets and deferred outflows 71,558,904 71,207,74i
Current and other liabilities 4,111,115 3,014,087
Long-term liabilities outstanding 15,715,808 16,146,072
Total liabilities 19,826,922 19,160,15¢
Deferred uncollected property taxes 131,320 146,024
Deferred property tax revenue 424,072 443,592
Deferred pension inflows 191,085 172,871
Total deferred inflows of resources 746,476 762,487
Net position:

Netinvestment in capital assets 46,171,376 45,924,687
Restricted 647,829 57,951
Unrestricted 4,166,302 5,302,458
Total net position 50,985,507 51,285,09¢

ON AND ANALYSI S

The | argest porti on poditionCh6il1L87N reftectdinvddteentopht sdé net
capital assets (e.g., lafaljildings,roads and infrastructure assets) net of related debt (if any).
The City uses these capital assets to provide servicesdiitlems; consequently, these assets

arenota v a i

able for future spending. Al t hough t

reported net of any related deftntd depreciationt should be noted that the resources needed to
repay any debt must beqvided 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

C L3t0y9 smpakt Fees collectddom development projects are restricted for
the purposéor whichthey were collectednd the Bond Debt Service of $634,750 is restricted
for the payment of bond debt whi ch reduced
balance is unrestriied nefositiontotaling $,166301 andmay be used to meetthé @ y 6 s
ongoing obligations and objectives by fund type.

assets.T h e

t he

CiTheyetnginingnr est r
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Liabilities
On July 2, 2014, the City issued a Sales Tax Revenue Bond4@a8l,340o finance the
construction of the Cityods Mreprésentspoadpre@ienmt er .
received by the City at the time of the issuance of the bonds. Generally Acceptedtifsgcou
Principles require this amount benortized over th5 year life of the bond. As of June 30,
2016 outstanding principal on the bond i$35705,000vith accrued interest of2B4,750 for
bonds anan additionats9,733 for a capital leasen public safety vehicles.

Additionally, the City has capital leasdor the purchase of police vehiclegth a current
principalamountdueof $818,551 Cottonwood Heights regularly deploys public safety vehicles
with a two year lease, which includes a guaranteeeblgk with the original dealership. Each
two years thex is an original down payment and one additional payment onényedine lease

At the end of the two year lease purchase, the deaferrohases the vehicles for a previously
agreed amount, usually clearing the remaining balance inThlk year tie City paid 829,789

as a payment for the current vehicle lease.

Other longterm obligations come frote Proprietary Fund accrual for earned Personal Time
Off, Furt her det ai | s-termdebticdn be fouad inGhe Ngted t thé Enargial
Statementsyote 3Fon pageb3.

The City 6 swidg bnaneial stateen@nts can be foundpaiges28-29 of this report.

Governmental activitiesanalysis

As reported above oyernmental activitiedecreased h e  @etposjitionby $299,590

resuling in atotal netpositionof $50,985507. The table below prades a yearly comparative
analysis of revenues asdmmarydepartmentaéxpensesfor all governmental activities and the
net change iposition This information is the annual information presented in the Statement of
Activities in the basic financial statements.
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Cottonwood Heights
Changes in NetPosition

Governmental Activities

FY 2016 FY 2015
Revenues:
Program revenues:
Charges for services 1,630,018 1,262,945
Operating grants/contrib 1,709,911 1,543,851
Capital grants/contrib 836,020 1,968,067
Total program revenues 4,175,949 4,774,863
General revenues:
Property taxes 7,170,446 7,013,211
Sales & hotel taxes 5,657,552 5,342,297
Muncipal energy taxes 1,530,067
Franchise taxes 320,220 305,641
Unrestricted invest earn 84,666 91,956
Other - Intergov - -
Other — Gain (Loss) on surplus 8,250 18,824
Other — Miscellaneous 83,228 57,422

Total general revenues 14,854,430 12,829,353
Total revenues 19,030,379 17,604,217

Expenses:

General government 3,153,137 3,048,026
Public safety 9,370,955 9,025,584
Highways-public imprv 5,156,417 5,801,322
Comm & econ dev 1,119,682 1,058,098
Interest long-term debt 529,778 547,992

Intergovernmental - -
Total expenses 19,329,969 19,481,022
Change in net position (299,590)  (1,876,8095)

Net position - beginning 51,285,096 54,712,934
Prior Period Net Pension Adj - (1,551,033)
Net position - ending 50,985,507 51,285,096

As can be seen frometfiollowing pie chart, the majority of funding for City progrardoes 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 fiscal2016year.
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All Revenues by Source - Governmental Activities

Unrestricted Invest
Earnings
0.5%

Charges for
Services
8.6%

Operating Grants
9.0%
Sales Taxes
29.7% Capital Grants/
Contributions

4.4%

MotorVehicles Prop
Tax
1.9%

Cable TV Taxes
1.7%
Energy Taxes
8.0%
Property Taxes
35.8%

Current year revenue sourcesre/&om:

$7,170445 Property Tax (including motor vehicle feelieu) revenues37.7%),

$5,657,552 Sales and Transient Room Tax28.7%),

$1,530,067 Municipal Energy Use Taxes (B6),

$ 320,220 Cable TV Franchise tax (/%6),

$1,709,911 Operational Grant®9(0%) (Class C road fund$4.246 of category)E911
Emergency telephone fee, State Liquor, taand CDBG funds)

$1,630,018 Charges for Service (Licenses, Permits and Court fil8e&)o].

$ 836,020 Capital Grants for major road pegjts, trail and park improvements,
additional impact fees and local grants (4.4%). This includes a grant that
was received from Salt Lake County from funds allocated by the 2015
State Legislature for significant road projects. The majority of these
grans was used to help fund the rebuilding of Bengal Boulevard. These
types of grants are specific and awarded based on the merit of the
application submitted. Because they are project specific, they have little
effect on the basic operational functionshu City.

$ 84,666 Investment interest earnings and miscellane04)

$ 91,478 Miscellaneous Revenue8.5%)

The followingis agraph ¢ pr e s e nt a tprogramrewehuestahdecorr€spdnding s
experses including calculated annudépreciation on capital asse(®Note: See Statement of
Activities onpage31 for detail datg
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Expenses and Program Reveru@svernmental Activities

(In Millions )
10.000
9.000 ERERAR
8.000 Fagn
7.000 FRen
6.000 Fagn
5.000 o 77
4.000 o o
3.000 | pEmm o =
2.000
1.000 = i%éi égé' o
0.000 L ‘ RS ‘ Eees ‘ :::::::::3— ‘ R
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 & inspectionsxpengsare for genellagovernmental operatiorand
overheadrom various activities including Legislative, Judicial, Execuavnel Administrative.

Public Safetyi Public Safety revenues includ8%5,363of E-911 Emergency telephone fees
and $30,137 City share otourt fines(revenue from citationsfexpenses are for Police, Fire,
Animal Services and related public safety functiofiéote: Related Court expersare
$409,225 nettingonly $120,912in revenueswhichis equal to only.2 percent of the Police
departmenexpense$

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. Approximately84.6perceniof the expenses shown for Higays & Public Improvements

is attributable t@urrent period depreciationf t he Ci t y éssetsiThe batacsisforuct ur
road, sidewalk, bridge and other infrastructure improvemendiiding the purchase of land for

the Municipal Center

Community Developmenti Revenues come from additional charges for services rdatated
planning and zoning functior@d expenssare also directly related to these services.

Interest Paid - $529,778interest expense was accrumdoutstanding debt
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CITYO0 S F BINANCIAL STATEMENTS ANALYSIS

As noted earlier, Cottonwood Heights uses fund accounting to ensure and demonstrate
compliance with fiancerelated legal requirements and to track and control financial resources
received and expended.

Governmental Funds Analysis

The f ocus governmehta funds to pravide information on nederm inflows,

outfl ows, and balances of spendable resources
financing requirements$n particular,unrestrictedund balancenay serve as a useful measure of

A

a government 0s n e tappromiationat the endof theviiscal yearb | e f or

Governmental fund balance is reportedhree majoicategories 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.x&mples include longerm notes receivablenventoryand

prepaid expenditures. Restricted fund balance includes amounts restricted to specific purposes by
external parties such as amounts restricted for debt service. Committed fund balance includes
amours 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 by designated sffgakernmetal body or City Council

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

At the end of thidiscal year, Cottonwood Heigliigovernmental funds reported combined
ending fund balances 0B®77,261afterelevenand one halfearsof operation adeaease of
$9,662,690from the prior year.The dramatic decrease in fund balance compared to the prior
year is attributable primarily to last year's balance including funds from the issuance of Sales Tax
Revenue Bonds which was spéiown during the current fiscal year as construction of the new
Municipal Center progressedOf the totafund balance of §077,261$273,598s non
spendable and represents prepaid expenditurdéisd¢at year2017 events $2,788848is

restricted a€onstruction an@ondDebt Servicd-unds in Trust$13,079is restrictedasimpact
Fees and theemaining$5,001,736is unrestricted fundef which$1,100977 is assigned as
Capital Projecfundsand allocated toariousspecificprojecs, $1,822,173is assigned as CDRA
funds and$2,078586is theremainingunassigned portion of the unrestricted balance in the
General Fund.

1 TheGeneral Fundis the chief operating fund of the CitAs of June 302016 the
General Fundhad a fund balance 02$352,18%f which $273,598is restricted for
prepaid expenditures andrisnspendable, an$2,078586is classified as unrestricted.
A useful measure of liquidity is to compare theestrictedund balance and the total
fund bahnce to expenditures (includitr@nsfers out) for the yeai heunrestrictedund
balances 11.7 percent of total expenditures and transferd|enthetotal fund balance
equast 13.3 percent.The Cityordinance chapter 2.150.11 as adopted by the City Council
requires a desired target minimum fund balance of 6.0 pes€annual general fund
revenues State law requires a 5 percent minimum balance for restricted dsérasd
by state statute. Stawav also requires appropriation of aggnerafund balance in
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excess ofhe25.0percentmaximum allowed Currently, the calculated 6.0 percent
minimum fund balance is1$082,864andremainingunrestricted balance 0B95772is
within the State requimment of a maximum fund balance no greater &0 percent

The following pie chart further details Cotto
This chart does not include annual depreciation on capital assets. (See Governmental Funds
staement orpage34 for expenses without depreciation.)

General Fund Expenditures by Type

Legislative 5 jicial

2.4% 15% Executive
2.5%
Administrative
4.9%

Capital Projects

39.6% Public Works
6.8%
Class C
3.3%
Police
Debt Pmts 18.9%
3.0%
Planning
1.8% .
° Ordinance
Comm Econ Dev Enforcement
0.1% . . 0
Engineering Fire 0.6%
1.9% 12.7%

General Government- includes the activities of Legislative%7,814, Judicial (09,225,
Executive ($92,167 and Administrative ($,372,108 functions

Public Safety- includes the activities of Police§$19,800, Ordinance Enforcement
($157,298 and Fire (8,568,718.

Highways and Public Improvementsi includes the activities of Public WorksX$868,93%
function which includes road maintenance, snow removalaggand park maintenance.

Community and Economic Development includes the activities afity Engineen$537,385,
Economic Development 48,358 and Planing ($504,333.

Capital Projects Fund - includes all Capital Improvement Projectd 1$144,48%, which
includes $8,930,066 towards the construction of the new Municipal Center
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1 Anothergovernmental fund is th@apital Projects Fund. This fund is specifically used
to budget capital improvement#&s of June 30, 206, the fundbalance is $,902903 of
which $,788848is restricted for construction of the Municipal Center ah8®9is
restricted Impact fees collected to make infrastructure improvemiotsspecific details

see supplementary Schedule of Revenues, Expenditures and Changes in FundiBalance

Budget and Actual Capital Projects Fund on pagé

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 $1,82,173is the result of a contribution from Salt Lake County RIDAds
collected within the boundaries of Cottonwood Heights priar toe  @cotpgraticn
For specific details see Schedule of Revenues, Expenditures and Changes in Fund
Balancel Budget and Actual Community Development Renewal Agenay page37.

The Cityods basic government al fpagasb<Oofthisnanci al

report.

Proprietary Funds Analysis

The f ocus oalyproprietaryfu@d Bmpldyse Benefit Fund(an internal service

fund), is to acamulatereserve funds to pdgr fi v e s dcauddpaid time off (PTO) at the time
of separation. This fund is designednmimize or altogether eliminate any budgetary impact in
a subsequent year when a payout is requifgdhe end of each fiscal year]iability or

estimate is made based on individiial e sdcauadl® and current wage rate of each employee.
The total liability is then compared with the current liability balance in the Employee Benefit
Fund(an internal service fundnd any additional liality is chargedtda he cur r ent
expendituresn the governmental funds

The Citybés basic proprietary phgedi8#0dfthiswrepartc i

GENERAL FUND 2016 BUDGET AMENDMENTS

Original budget compared to final budget

During thefiscal year theoriginal General Fundhudgetwasamended b$279,837as shown in
the detail below. See also the Statement of Revenues, Expenditures and Changes in Fund
Balancel Budgeted and Actual qrage36.

Asthefiscal year2015 endingfund balancewere calculatedhey weremadeavailable for the
2016 fiscal yearGeneral Fund idget whichwasthenamendedo capture the highdseginning
fund balancefrom the completed fiscal year 2Bfinancial statementsThese changeaacluded
an increase innrestricteeginning balance appropriatiahdsof $175,349esulting in a total
amened budgebf beginning fund balancappropriatiorfrom the prior fiscal yeaof $745,740
Additional budget amendments includ&tD4,4880f additional revenuesThe finalFY 2016
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COTTONWOOD HEIGHTS
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budget as amendednticipated spendg an additiona$200,0000f fund balancsg but $25,821
wasactuallyadded to the general funds

The changem thefiscal year2016 budgetin individual departmerdl 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.

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

Increase Grants (Justice Assistance and Highway Safety) 14,600
Increase Zoning and Sub-Division Fees 60,000
Increase Miscellaneous Revenues 17,034
Increase Event Revenues 12,854
Total change in budgeted Revenues $104,488
Increased use of actual FY 2015 year-end unrestricted fund balance 175,349

Net change in budgeted revenues/other sources $279,837

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

General Government Department:

Legislative Committees / Events i adjust arts council expenditures 65,237

City Manager & General Government 59,900

Finance 213,250

City Attorney 60,000

Administrative Services (222,650)
Public Safety:

Police 14,600
Highways and Public Improvements

Public Works 126,500
Community and Economic Development

Planning (18,500)

Engineering, Inspection and Permitting (18,500)
Total Change in Departmental Budgets $279,837

Final budget compared to actual results

Overall, general fund revenues collected were $516,183 more that the budget. The most
significantcontributing revenues to this difference were in development Permits at 48.1% higher

than budgeted and Sales Tax collections were 2.23% higher than budgeted. Fines and
Forfeitures6é and E911 revenues weredal so stro
revenues.

Actual expenditureduring this fiscal yeain the General Fundepartmentsvereall less than the
amended budgetp pr opri ation in al/| department s. As
Revenues, Expenditures and Changes in Fund BalaBudget and Atuali General Fund can

be found orpage 8 of this report.
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CAPITAL ASSET SAND DEBT ADMINISTRATION

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

2016 amounedto $46,171,377 (net ofrelated deband depreciation This investment in capital
assets includes landyht-of-way, roads, bridges, parkwayimprovementother than buildings
storm drainsland (not road rightf-ways),buildings,equipmentnd vehiclesnet of capital
leases
Cottonwood Heightso Capital Asset
(Net of related debt

Governmental Activities

FY 2016 FY 2015
Equipment $ 251,800 $ 286,669
Vehicles 1,046,424 1,426,380
Buildings 9,456,956 526,890
Land (non-infrastructure) 8,180,505 8,180,505
Infrastructure - Roads 7,345,181 7,582,292
Infrastructure - Bridges 529,611 560,794
Infrastructure - Parkways 8,336,504 8,319,897
Infrastructure - Storm Drains 1,499,596 1,467,308
Infrastructure - Land 22,717,047 22,717,047
Total (net of depreciation) 59,363,623 51,067,183

Less Debt (net of funds in trust) (13,192,246) (5,143,095)
Total Capital Assets (net of related debt) $ 46,171,377 § 45,924,688

Capital asseadditionsduring this fiscal year included the followihgy a total increasef
$11,497,015see note 3D Capital Assets), whicls net 0f$18,461 in disposals amacludes
Work In Progress (WIPpn several projects

$1,758,983 in infrastructure frontoadoverlayandconstructiorprojects(prior WIP
transferred to Parkways)

$ 69,758 in storm drain repair and installations

$ 474,656 in parkway beautification and improvemeirtsludescrosswalks, cross
gutters, street lightingncludes a transfesf WIP from Roads)

$ 8,930,066 in Building (development and construction of City Municipal Center)

$ 37,788 in new equipment for the new City Municipal Center

$ 225,764 in vehicle purchases including police and public works

Additional information on assets of the City can be found in the Notes 3D Capital Aspeigeon
54 of this report.
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Long-term debt

As ofJune 302016 the City hadb15,715,801n governmental longerm debt.$369,464of this
amount is a longerm liability in the Employee Benefit Fun@n internal service fundpr

A v e sdmelayeéeaidtime off accrualsand is fully funded through casim hand in the fund
$818,5510f the long term debt is a capital lease to fund thehase of police vehicles/hich

the City does every other yedihebalance of the Capital Lease for thébjic safetyehicles

will be paid through the repurchase of those vehicles in July 2016 by the déahee. minor
adjustments to the repurchase price may be made for maeadgeehicle conditior$13,705,000
of the governmental lonrterm debt is related tte July, 204 Sales Tax Revenue Bond issued
to construct t he ,abnhngwthtse undmantized bopdepremi@eoh t e r
$822,792 This bond is payable over 25ays. The first principal payment of $65,000 was due
July 2, 2015long with $56@14interest. he second serannual payment284,750 interest
only, wasdue January 2, 2016.

Additional information on the outstanding debt obligations efG@lity can bdound in the Ntes
3F LongTerm Debton pages 55-56 of this report.

ECONOMI C FACTORS AND NEXT YHARRAIE BUDGET AND

1 Cottonwood Heightsadoptedax ratefor the2016-17 budget years .002064. This
is theCertified Tax rate calculation defined by the State Legislature. The rate was
adoptedby the City as allowedithoutthe need for truthin-taxation hearingThe
locally assessetdixablevaluation in Cottonwood Heights éstimated at
$3,221,101,968, including$17,878889 of new growthin valuation The adopted tax
rate should yieldpproximately$6,648,354in 2016 property tax revenuor the
coming 207 fiscal year.

1 Sales taxcollectionsin the State of Utahavestrengthenedral will help contribute
supporttot h e Gudgegndiscal year2017. Theoriginal budgeted amount of
Sales taxes for fiscal ye2017 is $5,67600Q This compares tactualtotal sales tax
revenueof $5,622651in fiscal 2056. The Citycontinues to budget sales taxes
congervatively as a hedge agairany future reversals in the economgtual results
for the past 4 years have shown year over year increases 6f@ @22 percent.

Initial results in the first few months for FY 2Dhaveshownsteadyincreasesike
theseprior years.

1 At the time of preparing the fiscal year Z0dudget,Class C Road Fundgere
believed to be stabilizing hebudgetwas setat $1,240,00Q which is approximately
al2.9percent increase over the prior year, glupartto an increasa thegas tax
imposed by the state legislatunethe 2015 legislative sessionith an effective date
of January, 2016

i The2016-17 budget has beearonstructed with a focus on efficient and effective use
of the limited resources availableast yeartthe Cityimplemented new Energy Use
Tax on electrical and natural gas billingshe 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.
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1 Capital ProjectFunds are allocated to specific projects that may grmoabe
expended in the fiscal yeaPresently$3,722,540f the Capital Project Fund
Balanceas of June 30, 2016 represents allocations to capital projects that will carry
forward to the next fiscal year. These funds have bebndgeted by the City
Council in the 2017 fiscal year
1 Projects are defined hiyre Capital Facilities Plaandthe priority of projects

determined by the City Council.

1 The ending fund balande the Capital Projects Furitbm thefiscal year2016 is
$3,902,903 inclusiveof $2,788847 of bond proceeds held in trust and other
fundsfrom unfinished projectsresulting in$1,100,977n unrestricted funds, of
which $1,100,977f fundswill be re-allocated through a budget adjustment to
projects in fiscal year 201

1 TheCity Municipal Centemprojectwasa significant project for fiscal year 261
andaccounedfor $10056,7360f the total capital projects budga&here remains
another $2,788,848 in fund balance that is to be carried forward to fiscal year
2017 related finalizingonstruction of the City Municipal Center

1 Other significant construction projects tlzaie contemplated to be starthating
fiscal year 207 are;

A Public Works Site and Yard improvements project, budgeted at
$2,004,467 The City will borrow funds towards the establishment of a
public works fleet and facilities.

1 To the extenainy ofthese projects are not completed in fiscal yeai7 20t
funds will be carried over to Fiscal Year 301

1 Health insurance premiums conieto escalate. The City, through brokerage
services negotiated the best rates available for our user populghierCityin
addition to offering a traditional health care plan offe@ualified HighDeductible
Health Plan, along with Health Savingg\ccount (HSA) in an effort to reduce the
escalatingncreassin health insurance premiums.

1 As mandated by the Utah State Legislature, the City will contribute retirement
contributions for employean the Tier 1 systerat the rates approved:his year no
increase or decrease was approved for eitherd Bielier 1l system employee3he
City does contribute through the URS on behalf of employees who had previously
retired from a government position prior to employment with Cottonwood Heights
(so called pstretired employees) prior to July 1, 2010. The City will continue to
provide through a 4&lthe same percentage contributions for those City employees
as defined by their individual contract$1.8 percenffor post retired from the public
employees system and 25 @é&centfor post retired from the public safety employees
system.

1 As mandated by the Utah State Legislature, the City will also contribute retirement
contributions for employees in the Tier 2tgyn at the rates approved. This year
there wasio ratechangefor nonpublic safety employees and no change for Tier 2
public safety employeeslhe stated rates include all required employer
contributions, including 401k contributions.

1 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.
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REQUESTS FOR INFORMATION

This financial report is designed to providgemeral overview ofottonwood Heigh@finances.
Questions concerning any information provided in this repatrequest for additional financial
information should be addressed @mttonwood Heights, attavid Muir, City Treasurer/
Finandal Reporing Managey 2277Bengal Blvd Cottonwood HeightsUT 84121
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Cottonwood Heights, Utah
Statement of Net Position
June 30, 2016

Primary Government

Governmental
Activities
ASSETS
Cash and cash equivalents $5,452,346
Receivables (net of allowances) 2,250,313
Prepaids 273,598
Net Pension asset 5,632
Restricted Cash and cash equivalents 2,801,926
Capital assets not being depreciated:
Land and rights of way 30,897,551
Capital assets, net of accumulated depreciation:
Buildings and systems 9,456,956
Improvements other than buildings 251,800
Vehicles 1,046,425
Infrastructure 17,710,891
Total assets 70,147,439
DEFERRED OUTFLOWS OF RESOURCES
Deferred Pension 1,411,466
Total deferred outflows of resources 1,411,466
LIABILITIES
Accounts payable and other current liabilities 1,359,669
Accrued liabilities 567,547
Nonspendable collections 143,334
Net pension liability 2,040,565
Non-current liabilities:
Due within one year 1,168,552
Due in more than one year 14,547,256
Total liabilities 19,826,923
DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue 131,320
Deferred property tax revenue 424,072
Deferred pension inflows 191,084
Total deferred inflows of resources 746,476
NET POSITION
Net Investment in capital assets 46,171,377
Restricted for:
Bond Debt Service 634,750
Impact Fees 13,079
Unrestricted 4,166,301
Total net position $50,985,507
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, 2016

Capital Community Dev Total
General Projects Renewal Agency Governmental
Fund Fund Fund Funds
ASSETS
Cash and cash equivalents 2,159,733 1,100,976 1,822,173 $5,082,882
Accounts receivables (net): 2,250,313 $2,250,313
Prepaids 273,598 $273,598
Restricted cash and cash equivalents 2,801,926 $2,801,926
Total assets 4,683,644 3,902,903 1,822,173 $10,408,720
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 1,359,669 $1,359,669
Accrued liabilities 273,064 $273,064
Nonspendable collections 143,334 $143,334
Total liabilities 1,776,067 $1,776,067
DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue 131,320 $131,320
Deferred property tax revenue 424,072 $424,072
Total deferred inflows of resources 555,392 $555,392
Fund balances:
Nonspendable:
Prepaids 273,598 $273,598
Restricted for:
Bond Funds in Trust 2,788,848 $2,788,848
Impact Fees 13,079 $13,079
Unrestricted:
Assigned:
Capital Improvement 1,100,977 $1,100,977
CommDev Renewal Agency 1,822,173 $1,822,173
Unassigned:
General Fund 2,078,586 $2,078,586
Total fund balances 2,352,185 3,902,903 1,822,173 $8,077,261
Total liabilities, deferred inflows
of resources and fund balances 4,683,644 3,902,903 1,822,173 $10,408,720
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, 2016

Total fund balances - governmental fund types: $ 8,077,261

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. 59,363,623

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. (15,640,826)

Net pension liabilities and assets are not available resources and, therefore are not
reported in the funds. (814,551)

Net position of governmental activities $ 50,985,507

The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2016

Capital Community Dev Total
General Projects Renewal Agency Governmental
Fund Fund Fund Funds
REVENUES
Taxes:
Property $6,792,308 $18,616 $6,810,924
Sales 5,622,651 5,622,651
E-911 Emergency Fees 313,195 313,195
Municipal Energy 1,530,067 1,530,067
Motor Venhicle Fee-in-lieu (prop. tax) 359,521 359,521
Franchise - Cable TV 320,220 320,220
Transient Room 34,901 34,901
Licenses and Permits 744,299 744,299
Intergovernmental:
Federal Grant 83,274 97,792 181,066
State Grants 28,175 28,175
State Class C Roads 1,098,514 1,098,514
State Liquor Fund Allotment 42,168 42,168
Local Grants 46,793 741,752 788,544
Impact Fees 94,268 94,268
Charges for Services 355,582 355,582
Fines and Forteitures 530,137 530,137
Investment Earnings 2,646 68,354 13,666 84,666
Miscellaneous 52,359 25,901 78,260
Total revenues 17,956,811 1,028,067 32,282 19,017,160
EXPENDITURES
Current:
General Government 3,151,315 3,151,315
Public Safety 9,045,817 9,045,817
Highways and Public Improvements 2,868,935 109,665 2,978,600
Community and Economic Development 1,082,076 55,952 1,138,028
Debt Service:
Principal 375,545 375,545
Interest 854,559 854,559
Capital Outlay:
General Government 37,788 8,870,535 8,908,323
Public Safety 54,831 54,831
Highways and Public Improvements 2,181,331 2,181,331
Total expenditures 17,470,866 11,161,532 55,952 28,688,350
Excess (deficiency) of revenues
over (under) expenditures 485,946 (10,133,466) (23,670) (9,671,190)
OTHER FINANCING SOURCES (USES)
Sources:
Transfers from General Fund 278,625 278,625
Sale of Capital Assets 8,500 8,500
(Uses):
Transfers to Capital Improvement Fund (278,625) (278,625)
Total other financing sources (uses) (270,125) 278,625 8,500
Net change in fund balances 215,821 (9,854,841) (23,670) (9,662,690)
Fund balance - beginning of year 2,136,364 13,757,744 1,845,843 17,739,951
Fund balance - end of year $2,352,185 $3,902,903 $1,822,173 $8,077,261

The notes to the financial statements are an integral part of this statement.
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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, 2016

Net changes in fund balances - total governmental funds $ (9,662,690)

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 11,515,477
Depreciation (3,219,386)

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

Asset deletions (18,461)
Depreciation deletions 18,211

Some expenses reported in the statement of activities do not require
the use of current financial resources and, therefore, are not
reported as expenditures in the governmental funds:

Pension Net Position Adjustment 361,965
Interest Expense (net of Bond Premium amortization) 705,295
Change in net position of governmental activities $ (299,590)

The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual
General Fund
For the Year Ended June 30, 2016

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with
Description Budget Budget (See Notes) Final Budget
REVENUES
Taxes:
Property $6,754,086 $6,754,086 $6,792,308 $38,222
Sales 5,500,000 5,500,000 5,622,651 122,651
E-911 Emergency Fees 265,000 265,000 313,195 48,195
Municipal Energy 1,600,000 1,600,000 1,530,067 (69,933)
Motor Vehicle Fee-in-lieu 350,000 350,000 359,521 9,521
Franchise - Cable TV 306,700 306,700 320,220 13,520
Transient Room 25,000 25,000 34,901 9,901
Licenses and Permits 670,600 670,600 993,122 322,522
Intergovernmental:
Federal Grant 25,000 39,600 83,274 43,674
State Grants 28,175 28,175
State Class C Roads 1,190,000 1,190,000 1,098,514 (91,486)
State Liquor Fund Allotment 45,000 45,000 42,168 (2,832)
Local Grants 46,793 46,793
Charges for Services 65,500 125,500 106,759 (18,742)
Fines and Forteitures 460,000 460,000 530,137 70,137
Investment Earnings 14,000 14,000 2,646 (11,354)
Miscellaneous 65,254 95,142 52,359 (42,783)
Total revenues 17,336,140 17,440,628 17,956,811 516,183
EXPENDITURES
Current:
General Government 3,146,465 3,322,202 3,189,103 (133,099)
Public Safety 9,275,576 9,290,176 9,100,648 (189,528)
Highways and Public Improvements 2,833,764 2,960,264 2,868,935 (91,329)
Community and Economic Development 1,123,137 1,086,137 1,082,076 (4,061)
Debt Service:
Principal 380,514 380,514 375,545 (4,969)
Interest 868,451 868,451 854,559 (13,891)
Total expenditures 17,627,906 17,907,743 17,470,866 (436,877)
Excess (deficiency) of revenues
over (under) expenditures (291,766) (467,115) 485,946 953,061
OTHER FINANCING SOURCES (USES)
Sources:
Sale of Capital Assets 8,500 8,500
(Uses):
Transfers to Capital Improvement Fund (278,625)  (278,625) (278,625)
Total other financing sources (uses) (278,625) (278,625) (270,125) 8,500
Net change in fund balances ($570,391)  ($745,740) $215,821 $961,561
Fund balance - beginning of year 2,136,364
Fund balance - end of year $2,352,185

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

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

Community Development Renewal Agency

For the Year Ended June 30, 2016

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with
Description Budget Budget (See Notes) Final Budget
REVENUES
Property Tax $18,616 $18,616
Investment earnings 13,666 13,666
Total revenues 32,282 32,282
EXPENDITURES
Current:
Community and economic development 50,000 55,952 5,952
Total expenditures 50,000 55,952 5,952
Excess (deficiency) of revenues
over (under) expenditures (50,000) (23,670) 26,330
OTHER FINANCING SOURCES (USES)
Sources/(Uses):
Beginning Fund Bal Appropriated 50,000 (50,000)
Total other financing sources (uses) 50,000 (50,000)
Net change in fund balances ($23,670)
Fund balance - beginning of year 1,845,843
Fund balance - end of year $1,822,173
The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Statement of Net Position
Proprietary Fund
For the Year Ended June 30, 2016

Governmental
Activities -
Employee
Benefit Fund
ASSETS
Cash and cash equivalents $ 369,464
Total assets 369,464
LIABILITIES
Non-current liabilities
Accrued PTO benefits payable 369,464
Total liabilities 369,464
NET POSITION
Unrestricted =
Total net position $ -
The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Fund
For the Year Ended June 30, 2016

Governmental
Activities -
Employee
Benefit Fund
OPERATING REVENUES
Charges for interfund services provided $ 337,485
Total operatiing revenues 337,485
OPERATING EXPENSES
General Government - accrued vested PTO 340,336
Total operating expenses 340,336
Operating income (2,851)
NON-OPERATING REVENUES
Investment Earnings 2,851
Total non-operating revenues 2,851
Change in net position -
Total net position - beginning -
Total net position - ending $ -

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

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -39-



Cottonwood Heights, Utah
Statement of Cash Flows
Proprietary Fund
For the Year Ended June 30, 2016

Governmental
Activities -
Employee
Benefit Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from interfund services provided $ 337,485
Cash usage in calculated PTO vested liability (354,312)
Net cash provided by operating activities (16,827)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received 2,851
Net cash provided by investing activities 2,851
Net increase in cash and cash equivalents (13,976)
Cash and cash equivalents July 1, 2015 383,439
Cash and cash equivalents June 30, 2016 $ 369,463
Reconciliation of operating income to net cash
Operating Income (2,851)
Adjustments to reconcile operating income to net
Change in accrued PTO benefits payable (13,976)
Net cash provided by operating activities $ (16,827)
The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
NOTES TO THE FINANCIALSTATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Cottonwood Hegfihe 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 standasdtting body foestablishing 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 - FINANCIAL REPORTING ENTIT 'Y

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 elected City Council memb&h&City 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 governing authority, dgaation 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 Cottonwood Heighisah, 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 Government: Cottonwoda 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 @ty 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
budgetsm 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 statement s. Brs arérecordel 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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Inthef und financi al statement s, the Acurrent fin
Aeconomic resourceso measurement focus i s use
a. All governmental funds wutilize a Acurrent

Only current finanal 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 available speaatile 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 intednservice 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 goernmertwide 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 incuramhongc asset 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 oodifiedraccrual 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 th@&rent 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 prperty 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 le@segal payments

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 economicsset used.
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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 QitheRaurpose 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.

The City categomres the fair value measurements of its investments based on the hierarchy
established by general accepted accounting principles. The fair value hierarchy, which has three

|l evel s, i s based on the valuati onlliinpgsates used
quoted prices in active markets for identical assets; Level 2 inputs are significant other

observable inputs; Level 3 inputs are significant other unobservable inputs. The City does not

have any investments that are measured using Leved thputs. Additional cash and

investment disclosures are presenteNates 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 fun@lbose related to goods and services type transactions are
classified as fidue tdoeamdi htemfoanlkded ochmsdare
recei vabl es a ram imefynd Ibanse(rmoudentlpartiory are reported as

Aadva®xn from and to other funds. o I nterfund re
governmental activities are eliminated in the Statement oPNgition SeeNote 3G fordetails

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

interfund receivables or payables.

Receivables and Payables

In the governmentvide statements and the fund financial statements, receivables consist of all
revenues earned at yeamd and not yet receivebllajor receivable balances for the

governmental activities includsles tax, franchise taproperty tax, court fines and road cut
permits. Interest and investment earnings are recorded when earned and considered both
measurable and available.

Payables @ composed afontractpayments fopublic works, permitting and inspections,
engineering and thety attorney

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

Governmentvide Statements
In the governmentvide financial statements assets are accounted for as capital assets. 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 faér aathe date of donation. Estimated
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historical cost was used to value the majority of 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 more.

Depreciation of all exhaustible assets is recorded as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Stateofddét Position
Depreciation is provided osimgthe dtrdighlineansethadiofs 6 e st
depreciation. The range of estimated useful lives by type of asset is as follows:

Governmental
Activities
Description Estimated Lives
Buildings and Improvements 45 years
Machinery and Equipment 5 to 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 finawial statements, assets used in governmental fund operations 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 asi$e.th@éartain cash
balances are restricted by provisions of State or Federaldawstruction funds and bond debt
serviceheld in trust is restricted by the Trust€#ass C Road revenue not spent is restricted in
the general fund to be used for futuo@adwork. Certain grants must be spent for the intended
purpose.The City may also have certain impact fees that are restricted from time to time.

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

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

Deferred outflows of resources represent a consumption of net position that applies to a future
period, and is thefere deferred until that timn
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Long-term Debt
The accounting treatment of lomgrm 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
governmemwide statements.

Long-term debt for governmental funds is not reported as a liability in the fund financial
statements. 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 resources related to pensions, and pension expense, information about the fiduciary

net position of the Utah Retirement Systems PenBlan (URS) and additions to/deductions

from URSO6s fiduciary net position have been d
by URS. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and péde in accordance with the benefit terms. Investments are reported

at fair value.

Compensated Absences

It is the Cityds policy to permit employees t
PTO benefits. Theestediability (50%- 80%based orlongevity) for earneccompensated

absences isalculated andecorded at fiscal yearendys longterm debt in the governmentde

statements. There is no recorded liability for compensated absences in the governmental funds
because the Employee Benefitrfd (an internal service fund) has been paid for the incurred
compensated absence expenditaresan annual basis

Equity Classifications
Governmentvide Statements
Equity is classified as nebsitionand displayed ifiour components:

a. Net investmenin capital asses Consists 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 @tiugil
of other governments; or (2) law through constitutional provisions or enabling
legislation.

c. Unrestricte@ All other netpositiont 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
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(which can be shown as Committed, Assigned and UnassigB8edNote 3H foradditional
disclosureothe Cid s fund bal ances. Each category i s

a) Nonspendablé Prepaid expenditures and other similar agggtaot in spendable
form, or (b) legally or contractually required to be maintained intact.

b) Redrictedi Assetsconstrained by externally imposed legal restrictions, by law
through constitutional provisions or enabling legislation, or restrictions set by
creditors, grantors or contributors.

c) Committedi Formally designated b@ity Council through orithancefor specific
purposesprior to the end ofhe fiscal year being reportetthat cannot be used for
another purpose unless the City Council formally changes the use through a
superseding ordinance.

d) Assigned Amounts constrained by tl@&ty Council o for a specific purpose
normally through the appropriations process establishing and amending budgets.
Funds in Capital Projects fund or other permanent 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 governmental purpose

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 Council passage of budget resolutions. Assigned
balances are determined by management authorized to manage thef thiedSity by the City
Council.

1E - REVENUES, EXPENDITURES, AND EXPENSES

Revenue

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

and interest are susceptible to accrual. Sales taxes collected and tneddstage at year end on

behalf of the City are also recognized as revenue. Other receipts and taxes become measurable
and available when cash is received by the City and are recognized as revenue at that time.

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

Property taxes are based on the assessments against property owners. Tax levies on such assessed
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 levibé éirst Monday in August. Taxes

are due and payable on November 1, and are delinquent after November 30 of each year.

Property taxes are collected by the Salt Lake County Treasurer and remitted to the City shortly

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

Expenditures/Expenses
In the governmenivide financial statements, expenditures are classified by function for
governmental activities.

In the fund financial statements, expenditures are classified as follows:
Governmental FundsBy Character:
Current (further classified by function and object)
Debt Service
Capital Outlay

In the fund financial statements, governmental funds report expenditures of financial resources.

Interfund Transfers

Permanent reallocation of resources between funds of the reportingsdaittssified as
interfund transfers. For the purposes of the Statement of Activities, all interfund transfers
between individual governmental funds have been eliminated.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

By its nature as a local government unit, @ty is subject to various federal, state, and local
| aws and contractual obligations. An analysis
regulations and demonstration of its stewardship over City resources follows.

2A - FUND ACCOUNTING REQUIR EMENTS

The City complies with all state and local laws and regulations requiring 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 Heights are governed by the Utah Money
Management Acttah Code Annotated Ti t |l e 51, Chapter 7, it he A

Money Management Counci | disfussioes ofCotionwood!| o) . Fo
Height sd exposure to various risks related to
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DepositCustodial Credit Risk

Custodial credit risk for deposits is the risk that in the event of a bank failure, Cottonwood
Height sd deposits may not be recovered. The
to adhere to the Money Management Act. The Act requires adsdemf 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 theguirements of the Act and adhering to the rules of the

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

InvestmentCredit Risk

Credit risk is the risk that the counterparty to an investment will not fitdfidbligations. 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 authorizeditonve st i n the Utah Public Trea
(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, of tielPF 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/wwwetneadgestateeubusi t e

The City categorizes the fair value measurements of its investments based on the hierarchy
established by general accepted accounting principles. The fair value hierarchy, which has three
levels, is based on the valuation inputs usedtommeas an assetds fair val ucé
quoted prices in active markets for identical assets; Level 2 inputs are significant other

observable inputs; Level 3 inputs are significant other unobservable inputs. The City does not

have any investmentkdt are measured using Level 2 or 3 inpAtiditional cash and

investment disclosures are presentetiDnand3A.

Investments are measured at fair value on a recurring Rsa@urringfair value measurements

are those that Government Accounting Standards Board (GASB) Statements require or permit in
the statement of net position at the end of e
table bel ow. Al ts are tategohized a€ Leveyldputs. nv e st me

Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -50-


http://www.treasurer.state.ut.us/

COTTONWOOD HEIGHTS
NOTES TO THE FINANCIALSTATEMENTS

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

Investment Maturities (in years)

More than
Investment Type Total Fair Value Less than 1 ltob 6 to 10 10
State of Utah PTIF $5,176,396  $5,176,396 $ - $ - $ -
Total $5,176,396  $5,176,396 $ - $ - $ -

Twice a year, at June 30 and December 31, the investments in the PTIF are valued at fair value.
As of June 30, 2016, the City had $56,396 invested in the PTIF which had a fair value factor

of 1.00455704, making the City investment equal to $5,199,984.66 for an unrealized gain of
$23,589.04. Due to the insignificance of this amount in relation to the funds affected by the
unrealizedyain, the fair value of investments in this external investment pool is deemed to be the
amortized cost of the investment.

InvestmentinterestRate Risk

Interestrate risk is the risk that changes in interest rates of debt investments will adversely affec
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 Cods)jch provides guidance for hamth 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 increasing interest rates.

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

For the period ended June 30, @0the City complied, in all material respects, with these
revenue restrictions.

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. Cities shall not contract
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for debt n an amount exceeding four percent of the fair market value of taxable property in their
jurisdictions. For the period ended June 30,62@ie City had no outstandir@general
Obligation debt.

Other Longterm Debt

Cities may incur indebtedness for thegmse 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 and eight percent for
third class cites of the fair market value of taxable property in their jurisdictiohs.City has

no such debt at this time.

2E - FUND EQUITY RESTRICTIONS

General Fund Balance Restrictions

UtahCode 1®5-1 16 ( 4) requires that onl yentoftetalif und bal
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 fuiftlo-6-116(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
balance is under the maximuatowedby 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 Fund-B2lalgest and

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 funds. Annual budgets are prapauadbpted

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 financing for such expendituresr ®ritune 2% a public 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 City Council can increase appations after having a public hearing.

During the year ended June 30, @@ie City Coundiamended the original budgeur times

Budgets for the Capital Projects Fund are also prepared using the modified accrual basis of
accounting and are adopted on an annual basis. Project budgets for the Capital Projects fund are
prepared annually and ending balances mayappeopriated by Qmcil action in the

following year
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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, liabilities, equitgmees, and expenditures/
expenses.

3A - CASH DEPOSITS AND INVESTMENTS

The City categorizes the fair value measurements of its investments based on the hierarchy
established by general accepted accounting principles. The fair value hierarchy, whickdas t

|l evel s, i s based on the valwuation inputs used
guoted prices in active markets for identical assets; Level 2 inputs are significant other

observable inputs; Level 3 inputs are significant other s@iaiable inputs. The City does not

have any investments that are measured using Level 2 or 3 iAddisonal cash and

investment disclosures are presentetibnand 2B

Investments are measured at fair value on a recurring lRsaurringfair valuemeasurements

are those that Government Accounting Standards Board (GASB) Statements require or permit in
the statement of net position at the end of e
table bel ow. Al | o f egorined asCeével § lapaits.i nvest ment s a

Below is a reconciliation of the yeand balance invested in thaliic Treasurer8lnvestment
Fundand other cash and investments presented in the statemenpositien

Utah State Public Treasr er s & | n vbalanteme nt $F u r5476,396
Reconciliation to Government-wide Statement of Net Position:

Investments $ 5,176,396
Cash on Hand 11,280
Held by Trustee 2,801,926
Deposits 264,670

Total $ 8,254,272

Per Statement of Net Position:

Unrestricted Cash $ 5,452,346
Restricted Cash 2,801,926

Total $ 8,254,272

3B- RESTRICTED ASSETS
The restricted assets as of June 30628fe as follows:

Type of Restricted Asset Cash/Time Deposits
Governmental Activities:
Construction Funds held in trust 2,154,098
Bond Funds held in trust 634,749
Impact Fees 13,079
Total $ 2,801,926
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3C - ACCOUNTS RECEIVABLE

Accounts receivable of trgovernmental activities conssgtrincipally offiscal year accruals of

sales taxegqyroperty taxes, court fines and road quesmitsreceivable.
Receivables details at June 30, @0dre as follows:

Governmental Activities

Delinquent Property Taxes Receivable $ 121,000
Invoiced Receivables / Miscellaneous 810,809
Invoiced Business Licensing 27,244
Prior Fiscal Revenues - Sales & Transient Room / 911 Fees 1,033,591
Prior Fiscal Revenue - Energy Use Tax 157,719
Prior Fiscal Revenue - Franchise Fees 80,080
Prior Fiscal Revenues - Property Taxes 19,870
Net Accounts Receivable $ 2,250,313
3D - CAPITAL ASSETS
Capitalasset activity for the period ended June 30620/s as follows:
Balance at Disposals Balance at
Governmental activities: June 30, 2015 Additions  / Misc Adj June 30, 2016
Capital assets, not being depreciated:
Land (non-infrastructure) $ 8,180,505 $ - $ $ 8,180,505
Land related Infrastructure 22,717,047 22,717,047
Total assets, not being depreciated 30,897,552 30,897,552
Capital assets, depreciable:
Buildings 526,890 8,930,066 9,456,956
Equipment 2,096,371 37,788 - 2,134,159
Vehicles 2,291,217 244 225 (18,461) 2,516,981
Infrastructure - Roads 31,131,927 1,768,984 - 32,890,911
Infrastructure - Bridges 905,375 905,375
Infrastructure - Parkways 10,507,275 474,656 10,981,931
Infrastructure - Storm Drains 1,651,347 69,758 - 1,721,105
Total capital assets, depreciable 49,110,402 11,515,476 (18,461) 60,607,418
Accumulated Depreciation
Buildings - - -
Equipment (1,809,701) (72,657) (1,882,358)
Vehicles (864,837) (623,931) 18,211 (1,470,557)
Infrastructure - Roads (23,549,635) (1,996,095) (25,545,730)
Infrastructure - Bridges (344,581) (31,183) (375,764)
Infrastructure - Parkways (2,187,378) (458,050) (2,645,428)
Infrastructure - Storm Drains (184,039) (37,470) (221,509)
Total accumulated depreciation (28,940,171) (3,219,386) 18,211 (32,141,346)
Governmental activities, capital assets, net ¢ 51,067,783 $8296090 $ (250) $ 59,363,623
Capital Debt  (15,762,631) (15,346,344)
Construction Funds in Trust 10,619,536 2,154,098
Assets, net of related debt $45,924,688 $ 46,171,377
Comprehensive Annual Financial Repofiscal Year Ended June 30, 201 -54-



COTTONWOOD HEIGHTS
NOTES TO THE FINANCIALSTATEMENTS

Depreciationwas charged to governmental activities as follows:

Governmental Activities:

General Government $ 60,317
Public Safety 596,311
Highways & Public Improvements 2,562,351
Community Planning 407

Total depreciation expense and adjustment $ 3,219,386

Capital Assets under Capital Lease

The City has acquired public safety vehicles throughtablgiase. Thamortization of thee
assetss included in depreciation expense. As of June 306 804 net book values are as
follows:

Governmental Activities

Vehicles $ 1,447,433
Less Accumulated Depreciation (778,075)
Net Book Value $ 669,358

3E - ACCOUNTS PAYABLE

Payables in the general fund are composembofractpayments fopublic works, permitting and
inspections, engineering atite ¢ty attorney

3F-LONG-TERM DEBT

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

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
2016 fiscal year principle payments (65,000)
Remaining Bond Premium unamortized 822,793

$ 14,527,793

The City has entered into a Sales Tax Revenue Bond to finance the construction of the City
Municipal Center.

Capital Leases Payable:
Zions Bank - Police Vehicles
1.64%, (07/15/14 original amount $1,168,247) $ 818,551

$ 818,551
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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@lthe City had proprietary fund lortgrm debt payable as follows
Employee Benefit Fund (an Internal Service Fund):

Paid Time Off - Future PTO Liability $ 369,464
Total proprietary fund debt 369,464
Total governmental activity debt $ 15,715,807

Changes in Longterm Debt
The following is a summary of changes in lelegm debt for the period ended June 30,6201

Balance Balance Due Within
Type of Debt June 30, 2015 Additions Reductions June 30, 2016 One Year
Capital leases $ 1,134,065 $ - $ (315,514) $ 818,551 $ 818,551
Sales Tax Revenue Bond 13,770,000 - (65,000) 13,705,000 350,000
Bond Premium 858,566 - (35,774) 822,792
Emp Benefit-Vested Leave * 383,440 340,336 (354,312) 369,464

Total Long Term Debt $ 16,146,071 $ 340,336 $ (770,599) $ 15,715,807 $1,168,551

* Annual calculation of "vested paid time off" liability.

Annual Debt Service Requirements

The annual debt service requirements to maturity for governmentatdamgdebt principal and
interest as of June 30, )Jare adollows:

Governmental Activities

Year Ended
June 30 Principle Interest Total

2017* $ 818551 $ 562,500 $ 1,381,051
2018 360,000 551,700 911,700
2019 370,000 544,300 914,300
2020 375,000 536,800 911,800
2021 385,000 529,100 914,100

Thereafter 11,865,000 5,298,650 17,163,650
Total $14,173551 $ 8,023,050 $ 22,196,601

* Bi-annually, the Public Safety vehicle lease is paid by a dealer buy back, 2017 is sucl

3G - INTERFUND TRANSACTIONS AND BALANCES

Transfers
Although budgeted, no interfund transfers were made at fiscakyear
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NOTE 4- OTHER INFORMATION
4A - EMPLOYEE PENSION AND OTHER BENEFIT PLANS

General Information about thé?ension 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 Employeesloncontributory Retirement 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 retiremergystem;

1 Tier 2 Public 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 employee retirement system.

The Tier 2 PubliE€mployees System became effective July 1, 204l eligible employees
beginning on or after July 1, 2011, who have no previous service credit with any of the Utah
Retirement Systems, are membershef Tier 2 Retirement 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 ikkdure. The Utah State 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 employeeenefit) trust funds. 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 writlteh Retirement Stems, 560

E 200 S, Salt Lake Citytah 84102 or visiting the website: www.urs.org.
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Benefits provided: URS provides retirement, disability, and death benefits. Retirement benefits
are as follows:
Summary of Benefits by System

Years of service require COLA
System Final Average 8} 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 yearage 62
4 years 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 all years 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 years age 65

*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 aldnited to the actual 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 contribute 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 expecfathtae 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 Emp_loye_r Employer rate
Utah Retirement Systems Paid Employer for Contribution for 401(k)
Employee Rates Plan

Contributory System:

1117 Local Governmental Division Tier 2 N/A N/A 16.67% 1.78%
Noncontributory System:

157 Local Governmental Division Tier 1 N/A N/A 18.47% N/A
Public SafetyRetirement System:

4971 Other Division B Noncontributory Tier 1 N/A N/A 20.3% 1.33%

1227 Other Division A Contributory Tier 2 N/A N/A 32.200 N/A
Tier 2 DC Only

2117 Local Government N/A N/A 6.69% 10.00%

Tier 2 rates include statutory required contribution to finance the unfunded actuarial accrued liability of the Tier 1 plans
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For fiscal year ended June 30, 2016 the employer and employee contributions to the Systems
were as follows:

Employer Employee
System Contributions Contributions

Noncontributory System $ 253,059 N/A
Public Safety System 480,110 -
Tier 2 Public Employee System 43,704 -
Tier 2 Public Safety 48,899 -

Tier DC Only System 1,706 N/A

Total Contributions $ 827,478

Contributions reported are the URS Board approved required contributions by System.
Contributions in the Tier 2 Systems are used to finance the unfunded liabilities in the Tier 1

Systems.

Pension Assetd,iabilities, Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2016we reported a net pension asset 5f682 and a net pension liability of

$2,040,565
Proportionate Net Pension Net Pension

Share Asset Liability
Noncontributory System 0.1556506% $0 $880,747
Public Safety System 2.3769143%6 $0 $1,159,818
Tier 2 Public Employees System 0.040909%% $89 $0
Tier 2 Public Safety and Firefighter Syster 0.3793566% $5,543 $0
Total NetPension Asset/Liability $5,632 $2,040,565

The net pension asset and liability was measured as of December 31araihe total

pension liability used to calculate the net pension asset and liability was determined by an

actuarial valuation as of January2D]15 and rolledforward using generally accepted actuarial
procedures. The proportion of the net pensiontasseliabilityis equal to the ratio of the

empl oyerb6s actual contributions to the System
employer contributions to the System during the plan year.

For the year endetline 30, 201,6ne recognized pensi@axperse of $65,519
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As of June 302016 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 betweemxpected and actual experience $203,554 $42,277
Changes in assumptions $0 $148,807
Net difference between projected and actual earning
on pension plan investments $676,514 $0
Changes in pyaortion and differences between
contributions andproportionate share of contributions $117,493 $0
Contributions subsequent to the measurement date $413,845 $0
Total $1,411,466 $191,084

$413,845vasreportedh s 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, 2@l Thesecontributions will be recognized as a reduction of the net pensio
liability in the upcoming fiscal yeaiOther amounts reported as deferred outflows of resources
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)

2016 ($190,330)
2017 ($190,330)
2018 ($191,196)
2019 ($201,150)
2020 ($32,925)

Thereafter ($609

Actuarial assumptions: The total pension liability in the December 35, 20tuarial 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
expense, incding inflation

Mortality rates were developed from actual experience and mortality tables, based on gender,
occupation and age, as appropriate, with adjustments for future improvements in mortality
based on Scale AA, a model developed by the Socigkgfaries
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The actuarial assumptions used in the January 1, 2015, valuation were based on the results of
an actuarial experience study for the five year period December 31, 2013.

The longterm expected rate of return on pension plan investments was thet@rasing a
building-block method in which besstimate 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 privdulmmgterm expected rate of return

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 mar asset class are summarized in the following 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%
Debtsecurities 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%

The7.50% assumed investment rate of return is comprised 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 pkecent.
projection ofcash flows used to determine the discount rate assumed 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 actuarialiyidetand

certified by the URS BoardBased on 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-@ng expeted rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total
pension liability. The discount rate does not use the Municipal Bond Index Rate. There was no
change in the discount rate frahe prior measurement date.

Sensitivity of the proportionate share of the net pension asset and liability to changes in the
discount rate: The following presents the proportionate share of the net pension liability
calculated using the discount rate & percent, as well as what the proportionate share of the
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net pension liability would be if it were calculated using a discount rate thaeic&ntageoint
lower (6.50 percent) or-frercentaggooint higher (8.50 percent) than the current rate:
1% Decrease Discount Rate 1% Increase

Systen (6.50%) (7.50%) (8.50%)

Noncontributory $1,860,930 $880,474 $62,490
Public Safety System 2,530,288 1,159,818 37,027
Tier 2 Public Employee 16,377 (89) (12,569)
Tier 2 Public Safety 9,422 (5,543) (17,034)
Total $4,417,017 $2,034,933 $69,914

Pension plan fiduciary net position.Detailed information about the pension plans fiduciary net
position is available in the separately issued URS financial report.

Defined Contribution Savings Plans

TheDefined Contribution Savings Plans are administeregithyerthe Utah Retirement Systems
Board or ICMA Retirement Corporatiomnd are generally supplemental plans to the basic
retirement benefits of thdtahRetirement Systems, but may also be used asary retirement

plan. These plans are voluntary-{vantaged retirement savings programs authorized under
sections 401(k), 457(b) and 408 of the Internal Revenue Code. Detailed information regarding
plan provisions is available in the separatelyessURS financial repodr ICMA-RC financial

report

Cottonwood Heightsity participates in the following Defined Contribution Savings Plans
1  401(k) PlanlURS only)

1  457(b) Plar(URS and ICMARC)
1  Roth IRA Plan(URS and ICMARC)
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Employee and employeontributions to the Defined Contribution Savings Plans for fiscal year
ended June 30, were as follows:

2016 2015 2014

401(k) Plan 1T URS

Employer Contributions  $349,956 $389,482 $450,506

Employee Contributions $244,705 $223,042 $196,932
457 Plan T URS

Employer Contributions  $82,059 $60,582 $49,742

Employee Contributions $117,889 $134,305 $111,744
Roth IRA Plan - URS

Employer Contributions N/A N/A N/A

Employee Contributions  $3,025 $1,800 $2,000
457 Plan - ICMA-RC

Employer Contributions  $59,005 $45,798 $42,888

Employee Contributions  $1,242 $67,062 $61,870
457 Roth Plan - ICMA-RC

Employer Contributions N/A N/A N/A

Employee Contributions  $34,371 $33,756 $10,658
Roth IRA Plan - ICMA-RC

Employer Contributions N/A N/A N/A

Employee Contributions  $16,793 $9,455 $6,243

4B - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors ammissions; 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, automobilg, ladmilit
personal injury protection. The Trust is ss&lfstaining through member premiums. The City is
subject to a minimal deductible for claims.

4C7T SUBSEQUENT EVENTS

Subsequent eventsane evaluated throughecembed3, 2016, which is the date thahé

financial statementaere available to be issue@n July12, 2016 the City issued3®80,000n

sales tax revenue bonds to be used for the <co
to the construction of the public works facilities. Tigy also entered into a capital lease in the

amount of 8,519,243on Septembet4, 2016 for the acquisition of vehicles to be used for public

works.
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Cottonwood Heights, Utah
Schedule of the Proportionate Share of the Net Pension Liability - Utah Retirement Systems.
As Reported December 31, 2016
Last 10 Fiscal Years *

Tier 2 Tier 2
Noncontributory Public ; Public
Year- . Public
Retirement Safety Safety &
end Empoyees i
System System Firefighter
System
System
Proporation of the net pension liability (asset) 2015 0.1556506% 2.3769143% 0.0409095% 0.3793566%
2014 0.1425470% 2.1737910% 0.3401780% 0.4581430%
Proportionate share of the net pension liability
(asset) 2015 % 880,747 $1,159,818 $ (89) $ (5543)
2014 618,973 859,588 (1,031) (6,777)
Covered employee payroll 2015 1,517,660 2,129,632 264,295 225,749
2014 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 2015 58.03% 54.46% -0.03% -2.46%
2014 42.90% 41.70% -0.06% -3.60%
Plan fiduciary net position as a percentage of
the total pension liability 2015 87.8% 87.6% 100.2% 110.7%
2014 90.2% 89.0% 103.5% 120.5%

* In accordance with paragraph 81.a of GASB 68, employers will need to disclose a 10-year history of their proportionate
share of the net pension liability (asset) in their RSI. This schedule will need to be built prospectively. The schedule above is
for the 2 years calculated and reported to date.

The notes to the required supplementary information are an integral part of this schedule.
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