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Finance

December 1, 2018

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

Overview
It is our great pleasure to present the Comprehensive AnnualckahReport (CAFR) for the
City of Cottonwood Heights (the City) for the fiscal year ended June 38, 201

Utah State law requires that all local governments publish, within six months of the close of each
fiscal year, the complete setfofancial statements presented in conformity with generally

accepted accounting principles (GAAP) and audited in accordance with generally accepted

auditing standards by a firm of licensed certified public accountants. Pursuant to that

requirement, we heby issue the CAFR of Cottonwood Heights for the fiscal year ended June

30, 20B.

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

reliability of all the information presented in this report. To provideaaarable basis for

making these representations, management of Cottonwood Heights has established a

comprehensive internal control framework that
assets from loss, theft or misuse and to compile sufficienbleliaformation for the preparation
of Cottonwood Heightdés financial statements i

principles. Since the cost of internal controls should not outweigh their benefits, Cottonwood
Hei ght sd& f r a mmnrolghls beeh designéddorproade reasonable rather than
absolute assurance that 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
completeand reliable in all material aspects. Larson & Company, PC, a firm of certified public
accountant s, has audited Cottonwood Heightsd
involves examining, on a test basis, evidence supporting the amounts aosudescin the

financial statement, assessing the accounting principles used and significant estimates made by
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management, and evaluating the overall financial statement presentation. The independent
auditords report i s prteedirmancialesattiomd thisrbpert. f i r st co

Generally accepted accounting principles require that management provide a narrative

introduction, overview, and analysis to accompany the basic financial statements in the form of
Management 6s Di s dMD&A)I This letrmoftrandmittall isydssigred to

compl ement the MD&A and should be read in con
found immediately following the report of the independent auditors.

Profile of Cottonwood Heights

Cottonwood Hejhts was incorporated on January 14, 2005, out of the southeastern area of
unincorporated Salt Lake County. The current population is estimat8¢b&s Besidents in an

area encompassing 9.24 square miles. It is known &tthbetween the Canyorise@use it

is located at the foot of the Wasatch Mountain Range between Big Cottonwood and Little
Cottonwood canyons. These two canyons are hom
resorts, Alta, Brighton, Solitude and Snowbird. Each of these ski ressrés hiaternational

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 values its
reputation as a wethaintained residential and business community. The preservation of

guality 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 residents place a high
value on the natural elemermf 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.

As the gateway tothevalleys maj or ski resorts-wamend with easy
transportation systems, Cottonwood Heights welcomes many visitors. The City strives to

attract businesses that will serve the needs of the residents as well as promote the attractive

image and appeance of the community. These businesses support the general income and
prosperity of the City, strengthen existing b
as the gateway to the canyons.
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Citizens voted to operate Cottonwood
Heights from itanception under the
ACouinManager o form of
government. Under this form of

government the citizens elect a council
member from each of four districts and

a Mayor is elected darge from the

entire city. The Mayor and Council

select a City Manager wlaxts as the

Chief Executive Officer of the City.

Policy making and legislative authority

are vested in the Mayor and Council,
execution and administration of policies and ordinances is the responsibility of the City Manager.
The Mayor and Council servet time. The City Manager serves full time.

Local economy

Despite the relatively small size of the City, Cottonwood Height8mmaslion feetof premium
high-rise office space in th@ity. (See table below.Jhe City is home to corporate leaders such
as:Extra Space Storage, Instructure, MasterConRiziePoint and SoFiCottonwood Heights
continues to attraciuality companies looking for a supportive business environment, access to
the canyons and a higjuality of service.

Cottonwood Heights has a notable amount of office space including three office parks catering to
business of all sizesThe Old Mill Corporate CentemndCottonwood Corporateffice

compl exes house al | o %B3perbeatofGhe totpl dfsce Ppacass A spa
available.Union Parkhas quality Class B office space and is 43 percent of theoftitad space

available, with Class C office space dispersed throughout the City alongtraagportation

corridors, including Fortynion Boulevard, 1300 East, Highland Drive and 2300 East.

As of June 30, 208
Class A Class B Class C

Total SF 1,591,228 1,295,775 115,318
% of Total SF 53% 43% 4%
Average Building SF 132.602 75,222 28,830
Number of Properties 12 17 4
Average Vacancy 8.5%% 11.926 1.19%0
Average Lease($/SF) $32.67 $2381 $13.00
Source: City Community and Economic Developrbepartmentfrom CBRE SLC Research
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Long-term planning and major initiatives

Cottonwood Heights is largely built out atigerefore much of the future development options

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

Fort Union Boulevard is a focal point both figuratively and geographically for Cottonwood
Heights. It is the major eastest arterial going through the City. It features a mix of retail,
restaurants, service and professional offices and residenti&rpesp Fort Union Boulevard

serves as a gateway to Big and Little Cottonwood canyons and area resort attractions. This
corridor has, since the inception of the City, been identified in the General Plan as a gateway to
the canyons and a future Utah Trawdaithority transportatiorcorridor.

The Wasatch Boulevard/Gravel Pit Areangortant as the largest undevelomedperty in
Cottonwood Heights. It is estimated that quarry operations will cease in approximately five to
tenyears. Therefore, the City actively involved with property owners to master plan the site
for the eventual development. The site presents notable opportunities to provide services and
amenities, as well as land use needs that are not being currently met in the City. Thisklandma
property and proposed study are not only vitaCtgtonwood Heights budre regionally valuable
due to its critical location at the mouth of Big Cottonwood Canyon and proximity to-sladd
skiing and other related facilities. Development opporiesibn site could include fuflervice
hotels, highdensity housing, destination retail and Class A offaces

Public Works. The Cottonwood
Heights Public Works Department
has been in operation ftire past
three years. During that time,
successful development and
implementation has occurred with a
focuson providinghigh quality
public services to residents, local
businesses, amother city
departments and provide these
services in a prompt, courteous, safg
efficient, and coseffective manner

The City hasaccomplisledthis through recruiting and hiring great employees by offering
competitive wages, updated equipment, andityuahining to the staff. The staff is responsible
for the maintenance of the Citights-of -way which includes snow plowing, tree trimming,
street sweeping, storm drain maintenance, street repairs, construction, and engineering.

This past yeaapproximately 1.8 million square feet of road surfgdhas been completedth

more to comeén thespring and summaeaf 2012 Maintaining these roads saves the City money
in the long ternby delaying future road reconstruction projeci&me of thenaja roads
projectsinclude 2700 East, 2300 East, Fort Union, 3500 East, and Greenfield. This summer
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work will commenceon many neighborhood streetspast of theb-year maintenance plan
implementationThe Department of Public Works is committed to ebecele in maintaining the
Citydés roads and infrastructure.

Services Provided

As a localgeneralpurposegovernment, Cottonwood Heights provides a full range of

municipal services including police and fire protection, construction and maintenance of street

and other infrastructure, planning and zoning, community and economic development,

recreational and cultural activities, justice court and animal services. These services are funded
primarily from taxes paid by Cottonwood Hei gh

OtherCity services are also covered by taxes and fees@mtovided through contractual
arrangements with other entities to provide these services. These entities 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 dstrict
contracted tgrovideCity park maintenance and oth@ity 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. It provides firefighting, rescue and
emergency 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 att orney from the firm,
sworn Attorney.

x  The City contracts with thengineering firm ofGilson Engineering, Inc for
engineering services in connection with building and other real property development
and public works, witlBrad Gilson serving as City Engineer.

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

Municipal Type Services Not Provided by Cottonwood Heights

Some services typically provided by ainicipality are provided through special service
districts or Salt Lake County, rather than directly supplied by Cottonwood Heights. These
services are provided directly to and paid by the citizens of Cottonwood Heights to these
entities. These entitiese listed below:
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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 Rithiies.

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

x  Wasatch Front Waste & Recycling Districtprovides refuse removal services to all
areas of the City.

x  Cottonwood Heights Paks and Recreation Service AreaProperty ownersvithin
the boundaries of this service area pay a dedicated property tax3erthesArea to
supportrecreational facilities available for use by all Area residentsuding
operating the popular Cottonwood Heights Recreation Center located at 7500 South
2700 East

x  The Salt Lake CountyLibrary System providesnelibrary within the Cottonwood

Heights boundaries.
x  Valley Emergency Communications Center (VECCprovides emergency dispatch
services for both the Cottonwood Heights Police Department and Unified Fire Authority.

Financial information and policies

Cottonwad Height$financial statements reflect moderate growth and conservative budgeting
practices. During the year, the general fund balance increased3r6688130 $3,/38117,

which is 18.36 percent of the budgeted revenues for thedZidtal year. Tk increase in fund
balance was due to a variety of factors includingd:id¢¢nsing and Permits revenues exceeded
budgeted by $193,732) Other Charges and Services revenues exceeded budgeted by
$140,043, 3vages and benefits expenditures below budg&2d®,884.

As a City without significant newevelopmentvery little revenugrowthis realized from
property taxesbutSales tax reverashaveincreasd with theeconomic growttof the Stateand
the City. A municipal energy sales and use tax, which was implemented Oct 1b20aght in
$2,094,365during thecurrent fiscalyear.

Expenditure®verthe last five years havecreased from 34,986573to $18,046040. Included
in the current yl0ax980s debtsgveafar the 20el 201 Gateetax$
revenuebonds which did not exist five years ago. These costs were offset to a degree by
eliminating tle amount previously paid to lease office spaBg departmentover the last five
yearsexpenditures increase®30,996in general government8%2,385n public safety,
$22,900in public works, and $42,059%n community development.

In order to maintaiproper management and control of taxpayer funds, Cottonwood Heights has
adopted a comprehensive set of financial policies. These policies cover areas such as operating
and capital budgeting, debt management, and accounting and financial reportiny ekt

adhering to sound financial policies helped the City receive a strordpé#d rating from
Standard and Poor 0s. A complete I|Iist of thes
budget.
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Awards and Acknowledgments

The Government Finane@fficers Association of the United States and Canada (GFOA) awards
a Certificate of Achievement for Excellence in Financial Reporting to an entity for its
Comprehensive Annual Financial Report (CAFR) for a fiscal year period. In order to be
awarded a Cadficate of Achievement, the government had to publish an easily readable and
efficiently organized CAFR that satisfied both generally accepted accounting principles and
applicable program requirements.

This is the sventhyear the City will complete andibmit the CAFR to the GFOA to determine

its eligibility for the Certificate of Achievement for Excellence in Financial Reporting. The
award was presented for FY 20tb David Muir, City Treasurer/Financial Reporting Manager,
recognizing him as being primiy responsible for preparing an awasihning CAFR. It is

valid for a period of one year only. We believe that our current CAFR meets the Certificate of
Achievement for Excellence in Financial Reporting requirements.

The preparation of this report@d not have been accomplished without the accounting and
financial reporting expertise and dedicated service of David Muir, City Treasurer and Financial
Reporting Manager of the Finance Department. We appreciate Larson & Company, PC,
Certified Public Acountants, for the assistance and guidance they have given us. We also thank
the members of the City Council and the Mayor for their interest and support in planning and
conducting the financial operations of the City in a responsible and progressivee.manne

i S, S

Scott Jurges B Tim Tingey
Financeand Adminstrative City Manager
Services Director
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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,
2018, 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, 2018, and the respective changes in financial position, the budgetary

comparison for the general and major special revenue funds 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 ER'CA

Main: (801) 798-3545 | Fax: (801) 798-3678 INTERNATIONAL
1 " AN Crowe Hoewath intemational

\\'\\W\'.L\I’\C().C()ln
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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 related to pensions on pages 11-26 and 63-
66, 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 the City’s 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 11, 2018, 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 solely 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 the effectiveness of the City’s 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.

Fssins (aspouy, FC

/
Larson & Company, PC

Spanish Fork, Utah
December 11,2018
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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®m), It is also

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

individual fund issues or concerng/e encourage readers to consider the information presented
here in conjunction with the Citydés financi al

FINANCIAL HIGHLIGHTS

i T h e Qatadl goviersmmentdlund balancés $7,514,354 of which$6,588,1270f
this amounts unrestricted and may be appropriated for any future expenditure
Governmental Fundsre showron page30 and consist of the following balances as
shown below(Seepage20 for acompletediscussion ofund balance analys)s.

o $3,738118fund balance in th General Fun@3,721,041is unrestricted)
o $1,972790fund balanceén the Capital Projes Fund Of this balance, 805741

is restricted as bond proceeds in trustdelt servicend public works facilities

The balance of 063,640s assigned to be used for capital projects

$618 fund balance in the Debt Service Fund is unrestricted.

o $1,82,828fund balancen the Community Development RenewaencyFund
(CDRA) which isassigned to thspecified redevelopmeatea Most of hese
funds weretransferred to the CDRA by Salt Lake County Redevelopment Agency
for projects begun prior to the City incorporation, and which were located within
the City boundaries

1 In fiscal year 208,t h e taltngtpstionfrom governmental activities
decreasedy $95,327to $50,767,660. Total assetslecreasedy $462,458 net of
depreciationandliabilities and deferred inflowdecreasedy $367,132resulting in
the netpositiondecreaseof $95,327from operations See pagé5i Ci t y 6 s
Governmenwwvi de Financial Analysiso for more d:¢

1 Total netpositionof $50,767,660consiss of the amounts below
1. $43,717,022in capital assefsuch as streets, bridges, land, buildings and other

infrastructurenet of related deldnd depreciatian
2. Unrestrictechet positiornof $6,141,488 i U n r e srtetrpositicid e thas
portion not invested in capital assets anth no external restrictions. A portion
of the unrestricted net position will be used to fund future capital projects.
3. RestrictedBond Debt Service funds oB$5,741 and Impact Fees of $103,410.

i TheCity continues itsaptal leaseused to finance theublic safety fleet. This
financingalsoprovides for a guaranteed bbwck of the fleeby the vendoevery
other year The City hasalsoaddeda Public Worksfleet of vehicles through the use
of capital leasesSeepages 16and24foraddi t i onal i nformati on a
capital vehicle lease program.

i ThePublic Works facilityhasbeencompleted irfiscal year2018. See pagel6 and
24foraddi ti onal i nf or 20&6sales tax revdnue bdnthstt ieee Ci t y 6
the financing mehanism for thé>ublic Works facility.

1 The General Fund balantereased by 34,304 or 3.7 percentof the prior yead s
fund balance The Capital Projects Furnacreased by #0,006from last yead s

o
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ending balanceFunding forcapitalprojectsoften areprovided inaprevious yed s
budgetandbecomepart of the beginning Capital Projects fund baland&e next
year.

The City benefits from botbperatinggrantsand operating contributionandcapital
grantsandcapitalcontributions As a total of the 208 budgetthese fundsiccounted
for 14.0percent of totatevenues Operating granttotaling $,480,356are

comprised oftheCt yo6s portion of daswadllasbtheulocad d gas

grants. Capital grang and contribubnsare typically associated with oitiene
projectsand totaled $,410,309n FY 2018. Included in those grantsese
contributiors of $1,306,89%y Salt Lake Countywhich administerdundsas directed
by thestate Legislature, for signdant road projects in the countyhe City expects
to receive an additionaP$0Q000in such grants in fiscal year 281A summary of
grantand contributiomevenues received by the Cayeshownon the Statement of
Activities (see pag9).

OPERATIONAL HIGHLIGHTS

T

The Ci t pépartmerniow ik iestenthyear,responded td9,041calls for

service during the yeavith an average response time for pricatyecalls of4:10

as compared t4:36 the previous yeail he department is comprisefl39.5sworn

officers andl2.48 civilian staff.

In addition to numerous street and sidewalk improvement projects, the City
completedL,729,600square feedf road improvement projects, including asphalt
overlays, chip seals and slurry seal treatments.

The Community and Economic Development Departmastiieen working hard

towards implementation of its recently completed master plans, including the Fort
Union Boulevard Master Plan and the Bicycle &adks,Trailsand Open Space

Master Plan. Subsequent to the adoption of these plans, the city hasseezotves

along the Fort Union Boulevard corridor and additional reinvestment in the corridor
through the redevelopment of various underutilized properties. An access
management plan was also completed tedatermine the potential future locations

of landscaped medians along the corridor. During the most recent restriping project
on the corridor, lines were painted to correspond to the location of potential future
medians. Additionally, bicycle lanes and facilities have been included in most of the

c i trecénsroad projects and new developments. A major project currently in
progress is the Wasatch Boulevard Master Plan, which is a comprehensive analysis of
Wasatch Boulevard and the surrounding area from the gravel pit to the mouth of
Little Cottonwood Cayon. Pending grant funding, the department is also looking
forward to beginning a comprehensive General Plan update in the-Bgpdals to
incorporate these various planning efforts into one updated and cohesive plan that
accurately reflects the communy 6 s val ues and vision for
The City, in conjunction with Cottonwood Heights Parks and Recreation Service
Area,has continued to promote successful community events enjoyed by residents of
the city, including Butlerville Days, Easter Egg HuBark in the Park and Movies in

the Park
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1 During this fiscal year, the City producBdnnied; t h e c oeighththedtet y 6 s
production. Arts grant revenues and ticket sales thai@ntirety ofpproduction costs,
therebyallowing the arts council fundintp be usedor other arts events such as
fiRocky MountainaSChrngsmasoooncéeandArivi t h A
shows fordrawing paintingand photography contest

1 The City continues to publish a monthly newslettet is mailed to over 10,000
households in the city and businesses to improve communicationsesidients.In
addition,the City is workingo refineits website to better facilitate interaction with
constituentsas well as foster better use of sbamedia including Twitter and
Facebook.

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

1 The Community and Economic Development Departrhastreated and continues
to offer business assistanayg hostingtraining sessions for business owners in the
city and hadeen streamlining business licensing processes while creating
connections with new business owners.

1 Cottonwood Heightsnaintainsa very strong AAbond rating from Standa&

PooiGs. This strong rating enabled the City to secure low interest rates os bond
issued during the year to finance the completion of the public works facilities.

1 The Utah Taxpayers Association ranks Ut ah
of citizen income is paid in municipal taxes. Cottonwood Heigirtked second
among citis that exact the least amount of municipal taxes from its residemis,g
the 50 largest cities. The city has consistently scored welésesimnual ranking

1 The City has been thecipient forelevenconsecutive years of tH@istinguished
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 Financeand AdministratiorDepatment received the Certifitad Achievement
for Excellence in Financial Reporting for thecal year ended June 30, Z01This is
thesixth consecutive year this award has been earned by the Finance Department.
This certificate is the highest form of recognition in governmeatebunting and
financial reporting for completion of the comprehensive annual financial repioet.
City has received this recognition each year itdwmpiled a CAFR and submitted it
for examination.The Financeand AdministratiorDepartment alsbasbeen the
recipient of the Award for Outstanding Achievement in Popular Annual Financial
Reporting for the fiscal year ended June 30,7200his award is a prestigious
national award recognizing conformance with the highest standarpisefmaration of
state and local government popular repofisis is thefourth year the City has
received this award.
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OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analyssintended to serve as an introductiorCmttonwood Height&basic
financial statements which consistfolir components: 1) governmewide financial statements,
2) fund financial statements, 3) eetto the financial statements and 4) supplementary
information.

Governmentwide financial statementsdefined)
The gvernmentwide financial statementre designed to provide readers with a broad overview
of Cottonwood Height8 f i nances, i n a +metoribesinessi mi |l ar to a

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

1 The statement of activitiesr esent s i nf or mat i onpostiro wi ng h
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.
Thusal | of the current yearo6s revenues and
regardess of when cash is received or paid.

The governmenwide financial statements distinguish functionottonwood Heightthat are
principally supported by taxes and intergovernmental reveigoeginmental activitieg from

other functions that are intended to recover all or a significant portion of their costs through user
fees and chargdbusinesstype activities). Cottanwood Heights currently has nbusiness

typeactivities

Fund financial statements(defined)

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

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

demonstrate compliance with finaradated legal requireents. All of the funds ad
municipalityaredivided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Cottonwood Heights currently h&sur major governmental funds (as determined by generally
accepted accounting paiples), the General Funthe Debt Service Fun€,DRA Fundand the
CapitalProjectsFund Cottonwood Heights currently has neroprietary orFiduciary Funds.

1 Governmental fund$ These funds are used to account for the same functions
reported as governental activities in the governmewide financial statements.
Theirfund statements focus on how money flows into and out of these funds and the
balances left at yearend that are availabldufure appropriation The funds are
reported using modifiedaccrual accountingnethod which measures cash and other
financial assets that can be readily converted to cash. Governmental fund information
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helps users determine whether there are more or fewer financial resources that can be
spent in the near f uranosrTherdladonshiperance t he C
differences) between governmental activities (reported in the Statenéet of

Positionand the Statement of Activities) and governmental fusidescribedn a

reconciliation included with the fund financial statements.

Notesto the financial statements

The notes provide additional information that is essentiah tmderstanding of theformation
provided in the governmentide and fund financial statements. The stbethe financial
statements can be found pages40-63 of this report.

CITY 6 SOVERNMENT -WIDE FINANCIAL ANALYSIS

As noted earlier, ngiositonmay serve over time as a useful i
financial position.In the case of Cottonwood Heights, assets exceeded liabiliti€s0tR6%$,660

at the close of fiscal year ended June 30,80The following table provides a comparison of the
Citydébs net position year over year:

Cottonwood Heights
Net Position
As of June 3@

Governmental Activities

208 2007
Cumrent and other asssts 9 550 820 8,087 628
Capid asssis 65482103  66,9:8,815
Total aesste 750725923 75856443
Defered Pension ContibuSions 2565 058 2,247 ¥4
Totzl deferred oufow of resources 2565088 224754
Totel assets and deferred cufows T7ed 981 78104 437
Cument and cther Babifites 4 237 020 4,439 891
Long-term habiliSes cutstanding 053504 922353
Total habilifes 62064 26352244
Deferred uncollecizd propery taxes 142 793 124 871
Defered propery fax revenus 389 580 439 445
Deferred pengion miows 1,179,903 324 552
Totdl defered infows of resources 1.712.25% 889 209
Met positon:

Met invesiment in capisl assets anriE 5256
Resticied 04,150 &2 883
[nresincted 0,141,458 5,457 588
Total net posion 507e7 000 50 Bo2 &7
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Assets

The | argest porti on poditionCs3t717@22reflectdinvadteemtipht s6 net
capital assets (e.g., larajildings,roads and infrastructure assets) net of related debt (if any).

The City uses these capital assets to provide servicesdiiflems; consequently, these assets
arenoavail able for future spending. Al t hough t
reported net of any related deftrtd 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

assets.The restricted balance 0969,151includes$805,74L restricted for the payment of bond

debt along withunspent impact fekinds of #03410whichreducet he Ci t yés unrest
position The remaining balance is unrestricted pesitiontotaling $,141,488 whichmay be
usedtometthe@C t yés ongoing obligations and objectiywv

Liabilities

In fiscal years 2015 and 2016, the City issued Sales Tax Revenue bonds for the construction of
the Citydés Mundi cfiopralt hGee nptreorper ty cworksoper at e th
facilities. Thefiscal 2018yearendprincipal balance on all sales tax bonds is $15,765,000 with

accrued interest ##333,775.

The City has capital leases for the purchase of vehicles for both public safety and public works
purposesvith current principal bdances totaling $3,662,235as of June 30, 2@lwith accrued

interest of 825,875 The principal balance of the public safety vehigledionwas $1179,592
Cottonwood Heights regularly deploys public safety vehicles with ayeolease, which

includes a guaranteed bbwack with the original dealership. At the end of the-txear lease
purchase, the dealer repurchases the vehicles for a previously agreed amount, usually clearing
the remaining balanaa the lease obligatiom full.

The City entered into two capital leagesthe public worksequipment to be used for snow
removal street repair, anicifrastructure maintenancé he principal balance of thetwo leases
as of June 30, 2@lwas $2482643 Upon the maturation olfi¢ lease, the City will own the
relatedpublic worksequipment. The lease terms range from sevég j@ars.

Further det ai | s-termbdebtcan be foued inGhe Noted t thé Einargial
Statementsyote3F on pagé&4.

The City onswidg inaneial stateenents can be foundpaiges28-29 of this report.
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Governmental activitiesanalysis

As reported aboveayernmental activitiedecreased h e  @etpogitiondy $95,327resuling

in atotal netpositionof $50,767,660. The table below prades a yearly comparative analysis of
revenues andummarydepartmentagxpensesfor all governmental activities and thet change

in position This information is the annual information presented in the Statem@wtivities

in the basic financial statements.

Cottonwood Heights
Changes in NetPosition

Governmental Activities

FY 2018 FY 2017
Revenues:
Program revenues:
Charges for services 1481423 1,315,528
Operating grants/contrib 1480 356 1,784 554
Capital grants/contrib 1.410,309 033,686

Total program revenues 4,372,089 4,033,768
General revenues:

Property taxes 7,352,766 7,198 254
Sales & hotel taxes 6,176,453 5855273
Municipal energy taxes 2,084 365 2,104 636
Franchise taxes 335910 338,833
Unrestricted invest earn 103,347 85570
Other — Gain (Loss) on surplus 3875 96,926
Other — Miscellaneous 151,394 420589

Total general revenues 16,218,111 16,100,131
Total revenues 20,590 199 20,133,849

Expenses:

General government 3,736,218 3,505,009
Public safety 9,910,192 9830415
Highways-public imprv 4907822 5,101,370
Comm & econ dev 1,177,023 1,136,010
Interest long-term debt 954 272 683616
Total expenses 20,685,526 20,256.419

Change in net position (95,327) (122,520)

Net position - beginning 50,862,987 50,985,507
Net position - ending 50,767 660 b0,862 987

As can be seen from the following pie chart, the majorityoding for City programs does not

come from programevenues bus made up from allocated general revenues such as Property

Tax and Sales Tax revenues. The graphic shows all revenue sources collected by the City during
the fiscal 208 year.
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All Revenues by Source - Governmental Activities

Unrestricted Invest
Earnings
0.5%

Charges for
Services
7.2%

Miscellaneous

0.8% Operating Grants

7.2%

Capital Grants/
Contributions
6.8%

Sales Taxes
30.0%

MotorVehicles Prop
Tax
1.9%

Cable TV Taxes
1.6%

Energy Taxes

10.2% Property Taxes

33.8%

Currentyear revenue sources were from:

$7,352,766 Property Tax (including motor vehicle feelieu) revenues3s.7%)

$6,176,453 Sales and Transient Room Tax88.0%)

$2,094,365 Municipal Energy Use Taxes (%)

$ 335910 Cable TV Franchise tax %)

$1,480,356 Operational Grants/(2%) (Class C road fund87.24 of category, State
Liguor tax and CDBG funds)

$1,481,423 Charges for Service (Licenses, Permits and Court firfeZ)of

$1,410,309 Capital Grants for major road projects, trail and pangromements,
additional mpact fees and local gran&8%). This includes a grant that
was received from Salt Lake County from funds allocated bgtéte
Legislature for significant road projects. The majority o tjrantwas
used to help fund thelailding of major roads in theity. 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 functions of the City.

$ 103347 Investment interest earnings and miscellane084)

$ 155,269 Miscellaneous RevenueB.8%)

The followingis agraph ¢ pr e s e nt a tprogramrewehuestahdecorr€spdnding s
experses including calculated annual depreciation on capisgkts (Note: See Statement of
Activities onpage29 for detail datg
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Expenses and Program Revenu@svernmental Activities

(In Millions )
12.000
10.000 B
8.000 iééé
6.000 i%éé
4.000 ééf %
2.000 ééé :% ,
0.000 e A __EE =
General Government Public Safety  Highways & Public ~ Community Interest Paid

Improvements Development
Function / Program

BExpenses @ERevenues

General Governmenti The General Government revenue is from charges for services (business
licensing and permitandinspections). Expengsare for general governmental operatiansl
overheadrom various activities including Legislative, Judicial, Execuawnel Administrative.

Public Safetyi Public Safety revenue891,549%rom theCityd share oftourt fines(revenue
from citations) Expenses are for Police, Fire, Animal Services and related public safety
functions. (Note: Related Court expessare $886,351 nettingonly $5,198in revenueswhich
is equal to only.091percent of the PolicBepartmenexpense$

Highway and Public Improvementsi The revenue for HighwagndPublic Improvements is

primarily from dass C Road Funds allocated to the City from the state assessed tax on gasoline
sales. Approximately39.9perceniof the expenses shown for HighwaysdPublic

Improvements is attributable twirrent period depreciatiamf t he Ci t yéssetsi nf r ast |
The balance is for road, sidewaditorm drainand other infrastructure improvemeasswell as

construction of the Public Works facilities

Community Developmenti Revenues come from additional charges for services rdfated
planning and zoning functiored experssare also directly related to these services.

Interest Paidi $954,720interest expense was incedon outstanding debt
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CITY6 S F BINANCIAL STATEMENTS ANALYSIS

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

Governmental FundsAnalysis

The f ocus governmehta funds to pravde information on neaerm inflows,

out fl ows, and balances of spendable resources
financing requirementsln particular,unrestrictedund balancenay serve as a useful measure of

a gover nrmowdiedavailable flppropriatiorat the end of the fiscal year.

Governmental fund balance is reportedhiree majoicategories resulting in five separate direct
categories: Noispendable, Restricted, Unrestricted (which can be shown as Committed,
Assigned and Unassigned). Nependable fund balance includes amounts that cannot be spent

for legal or practical reasons. Examples include-@mm notes receivablenventoryand

prepaid expendituresRestricted fund balance includes amounts restrictegecific purposes

by external parties such as amounts restricted for debt service. Committed fund balance includes
amounts that have been set aside by the City Council by formal action for a specific purpose

prior to the end of the fiscal year beirgported. Assigned fund balance includes amounts that

have been set aside for intended use by designated sffgaaiernmental body or City Council

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

At the end of thidiscal year, Cottonwood Heighigiovernmental funds reported combined
ending fund balances o7 $14,354after 142 yearsof operation an increase of 824,958 from

the prior year.Theincrease in fund balance compared to the prior year is attributable primarily
to wages and benefits expenditures were below budget by $289,884 and other charges and
services revenues exceeded budget by $14004&e totalfund balance of 514,354,

$17,077is nonspendable and represents prepaid expendituréséal yea019 events
$805741is restricted as BonbDebt Servicd~unds in Trust$103,410and theremaining
$6,588,127s unrestricted fund®f which$483,105is assigned to fund accrued and vested paid
time off, $1,063,640s assigned as Capital Project furasl allocated toariousspecific

projects $1,802829is assigned as CDRA fund618 in the Debt Service Fuatd$3,237,936

is theremainingunassigned portion of the unrestricted balance in the General Fund.

1 TheGeneral Fundis the chief operating fund of the CitAs of June 302018, the
General Fundhad a fund balance oB8% 38,118 of which$17,077is restricted for
prepaid expenditures andrisnspendableUnrestricted fund balance totals %31,041
of which+$483,105is assigned to fund accrued and vested paid diifn@nd$3,237,936is
classified asinassigned A useful measure of liquidity is to compare theestricted
fund balance and the total fund balance to expenditures (incltrdimgfers out) for the
year. Theunrestrictedund balances 17.1 percent of total expenditures and transfers,
while thetotal fund balance equ&al9.8 percent. The Cityordinance chapter 2.150.11 as
adopted by the City Council requires a desired target minimum fund balance of 6.0
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percentof annual general fund revenueState law requires a 5 percent minimum

balance for restricted use @dsfinedby state statute. State law also requires appropriation
of anygenerafund balance in excess tife 25.0percentmaximum allowed Currently,

the calculated 6.0 percent minimudund balance is1$187,001andtheremaining
unassignedbalanceas $2,050,935

1 Anothergovernmental fund is th@apital Projects Fund. This fund is specifically used
to budget capital improvement&s of June 30, 208, the fundbalancevas$1,972,790
of which $805,741is restricted fodebt service related to the issuance of2b&4 and
2016 sales tax bondsd $103,410 is restricted for Impact Fees charged on development
projects For specific detailssee supplementary Schedule of Revenues, Expenditures
and Changes in Fund BalaricBudget and Actual Capital Projects Fund on pag®.

1 TheCommunity Development Renewal AgencyCDRA) Fund has been established to
provide a funding mechanism to participatelevelopments with approved projects that
provide a needed public purposghe current unrestricted fund balance of $2,829is
the result of a contribution from Salt Lake County RDA funds collected within the
boundaries of Cottonwood Heights priott h e  @cotpgratien For specific details
see Schedule of Revenues, Expenditures and Changes in Fund Baaiceet and
Actuali Community Development Renewal Agenay page3b.

The foll owing pie chart f ur tshaeardetaledcivitylevel. Cot t o
This chart does not include annual depreciation on capital assets. (See Governmental Funds
statement on pad®® for expenses without depreciation.)

Fiscal Year 2018 - Expenditure by Type

Legislative  j,dicial

3.2% 1.9% Executive
4.6%

Capital Projects
10.2%

Debt Pmts o )
Administrative

8.7%
7.2%
Planning
2.6% Public Works
9.6%
Comm Econ Dev
0.6% Class C
1.5%
Engineering
2.7%
Fire Police
17.5% Ordinance 28.6%
Enforcement
0.9%
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General Governmenti includes the activities of Legislative§$7,141, Judicial (886,351,
Executive ($70,419 and Administrative ($802,807 functions.

Public Safetyi includes the activities of Police ($26,792, Ordinance Enforcement
($170,147) and Fire ($311,277).

Highways and Public Improvementsi includes the activities of Public Works (325875)
function which includes road maintenance, snow removal, signage and park maintenance.

Community and Economic Development includes the activities dfity Enginee ($541,916),
Economic Development §5,199) and Planning (15016).

Capital Projects FundT1 includes all Capital Improvement Project2 (5,604, including road
paving and repairs, finishing the Public Works yard and other purchases of equipmegtitand r
of ways for future projects.

The Citybés basic governmental f un2835ofthisnanci al
report.

GENERAL FUND 2018 BUDGET AMENDMENTS

Original budget compared to final budget

During the fiscal year, thgeneralf undods ori gi nal budgetl@d26ex pend:i
from $17,166,74 %0 $17,275,473as shown in the detail below. See also the Statement of

Revenues, Expenditures and Changes in Fund BalaBudgeted and Actlian page 34.

Several factors created the need to amend the bubgeihg the year the City decided to
transfer an additional@®0,000 from the general fund to the capital projects fund.

Most budgetamendments in general fund expenditures wereent@chatch changes in internal
shifting in personnel and associated beneftsdget changes in the Police department were due
to several supply and training needs that were partially covered by increased grant revenues.
Additionally, the Arts Council caied forward $3,307in unspent funds frorthe previous year

and City events were increased $9,500 for City parade needs

The changes in the fiscal year 3ddudget in individual departmental appropriations were

covered through a combination of using previously accrued resources (fund balance) or
identifying new revenues. The chart below outlines both revenue and expenditure changes made
during the fiscal yea
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Revenue and Other Sources of Funds were amended for the following:
Grants

Other Miscellaneous Revenues

Use of Fund Balance

$32,000
10,524
166,202

Total change in budgeted Revenues and Other Sources of Funds

$108,726

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

Legislative Committees and Events

City Manager

Finance

Administrative Services

Public Safety:
Police

Community and Economic Development:
Economic Development

Planning

$ 23,107
11,300
(166,300)
105,000

85,619

(12.000)
58,500

Total Change in Departmental Budgets

$108,726

Final budget compared to actuakesults

Overall, general fund revenues collected wed@4$325more than budgetedlhe most

significant contributing revenues to this difference were in sales taxefegabpment services
permitting and plan check feea which collections weraespectively$232,449$192051 and

$123,601higher than budget

Actual expenditureduring this fiscal year in th&eneral Fund departments were all less than the

amended budget appropriation i

n

al

depart men

Revenues, Expenditures and Changes in Fund BalaBudget and Actual General Fundan

be found orpage34 of this report.

CAPITAL ASSET SAND DEBT ADMINISTRATION

Capital assets

Cottonwood Height@investment in capital assets for its governmental activities as of June 30,
2018, amounedto $43,717,02Qnet ofrelated deband depreciation This investment in capital
assets includes lanayht-of-way, roads, bridges, parkwaysnprovementother than buildings
storm drainsland (not road rigistof-way), buildings,equipmentnd vehiclesnet of capital

leases
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Cottonwood Heightsdéd Capital
(Net of related debt
Governmental Activities
FY 2018 FY 2017
Equipment § 9609709 § 835686
\ehicles 3,119,975 4 160,261
Buildings 13,589,909 13,364 308
Land (non-infrastructure) 9,262 154 9,262 154
Infrastructure - Roads 5,088,283 5,754 116
Infrastructure - Bridges 470,544 498 428
Infrastructure - Parkways 7,343,536 7,926,975
Infrastructure - Storm Drains 1,764,280 1,796,599
Infrastructure - Land 23,873,712 23,370,289
Total (net of depreciation) 65,482 102 66,968 815
Less Debt (net of funds in trust) (21,765,082) (22,426 300)

Taotal Capital Assets (net of related debt)

$43.717,020 § 44542514

Capital asseadditionsduring this fiscal year inaded the followindgor a total increasef

$2,054,005see note 3D Capital Assets), whicls net of$8,005in disposabf Public Safety

vehicles

$ 503423
$ 623377
$ 13467
$ 13122
$ 570266
$

$

293429
44,926

in new equipment
in vehiclepolicepurchases

in land acquisition and netepreciating land infrastructure

in infrastructure frontoadoverlayandconstructiorprojects

in storm drain repair and installations

in parkway beautification and improvemeirisluding crosswalks,
crossgutters, street lighting

in buildings (development and construction@iblic Works facilitie}

Asset

Additional information on assets of the City can be found in the Notes 3D Capital Aspetgeon
50 of this report.

Long-term debt

As of June 302018, the City hadb20,935,044n governmental longerm debt.$3,662,23%f

the longterm debt is @apital lease to fund the pimase ofdepartmenvehicles A portion of
the vehicles have a fixed bipack price after two yearidditionally, $15,765,00®f the
governmental longerm debt is related to Sales Tax Revenue Bsilied to construct the
Mu n iardithe Bublic Werks faalifyalong with the unamortized bond

Cityods

premium of 4,037,810, Thesebonds arepayable ovethe next 2 years. The principal payment

of $400,000 was dué July 2017, along with $894,3360f interest. he second ser@nnual
payment $333,775interest onlywasdue January, 2018.
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Additional information on the outstanding debt obligations ef@lity can be found in thedtes
3F LongTerm Debton pages 51-53 of this report.

ECONOMICFACTORS AND NEXT YEAROSTABRRAIGET AND

T

Cottonwood Heightdadoptedax ratefor the2018-19 budget years .002088. This
isal3.4percent increase ovire Certified Tax rate calculation defined by thate
Legislature. The locally assessddxablevaluation in Cottonwood Heights is
$3,667,234,098including $61,118764 of new growthin valuation The adopted tax
rate should yielépproximately$7,784,801in 2018 property tax revenufr the

coming 209 fiscal year.

Sales taxcollectionsin the State of Utahavestrengthenedral will help contribute

supporttot h e Gudgeindiscal year2019. Theoriginal budgeted amount of

Sales taxes for fiscal yea019 is $,241,00Q0 This compares tactualtotal sales tax

revenueof $6,138,449n fiscal 20B. The Citycontinues to budget sales taxes

conservatively as a hedge agaiany future reversals in the economyctual results

for the past 4 years have shown year over year increa8etbpercentto 5.70

percent. Initial results in the first few months for FY 2@veshowna levelingof

theseincreases

At the time of preparing the fiscal year 2ddudget,Class C Road Fundgere

believed to be stabilizingThebudgetwas setit$1,315000 which is approximately

al.7 percent increase over the prior yaatual

Increasing costs for materials and labor continue to put financial pressure on the City

budget. Natural revenue increases do not keep pace with increasing costs. This is

particdarly true for infrastructure maintenance and repairs. It will be necessary in the
coming years to find additional sources of revenue to properly deliver services and
maintain infrastructure.

Capital ProjectFunds are allocated to specific projects thaymr may not be

expended in the fiscal yeaPresently$1,280,161 of local government grants

budgeted in FY 2018 from SB277 revenues will bbudgeted in the current year.

$ 960,615 ofprior budgeted FY 2018 projects tied to these grant funds Isdl lze re

budgeted. These two items result in $437,082 of unallocated grant funds which will

allow for additional projects to be rtemplated Additional grant revenuesf
$161,385have been identified for corridor preservation in FY 2019, which will also
allow for additional projects to be consider@ld.the Capital Project Fun8alanceas

of June 30, 208, $691,180representprior allocations to capital projects thate not

being considered fararry forwardre-allocationto the next fiscayearbutmaybe

consideredy the City Council in the 2®ifiscal yearfor additional project that may
arise during the year.

o Theending fund balancm the Capital Projects Furitbm thefiscal year2018 is
$1,972790, inclusive of$805,741of bondfundsheld intrustand $103,410 is
reserved impact fees collected in fiscal year 20é8ulting in $,063,640n
unrestrictedassignedunds
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0 The largest capital projects completed by the @ity year were the completion
of the Public Works Site, major and minor ddaeatments along with the
purchase of righof-way for future road improvement projects.

1 The City uses arokerage servict® negotiate the best ratpessible for health
coverage In addition the Cityoffersa Qualified HighDeductibleHealth Plan along
with aHealth Savings Account (HSA) in an effort to reducedbealatingncreass
in health insurance premiums.

1 As mandated by the Utah State Legislature, the City will contribute retirement
contributions for employean the Tierl systemat the rates approved. This year
increase was approved Bublic SafetyTier | from 32.20 percent to 32.28 percent.
The City does contribute through tbiéah Retirement Systenasm behalf of
employees who had previously retiredrh a government position prior to
employment with Cottonwood Heights {salled postretired employees) prior to
July 1, 2010. The City will continue to provide a k@lcontribution equal to the
contributions for those City employees as defined by thdividual contracts:11.86
percenfor post retired from the public employee system and 2%e4€entfor post
retired from the public safety employee system.

1 As mandated by the Utah State Legislature, the City will also contribute retirement
contributions for employees in the Tiérsystem at the rates approvégh increase
for Tier Il public safetyemployeesvas approved from 21.72 percent to 21.74
percent. There washo overallratechangdor nonpublic safety employeesihe
stated rates include all required employer contributions, including 401k contributions.
o All new hires, after July 1, 201Who were not previously employed with a

participating employeand therefore a participant in the Tiesystem will be
enrolled in the Tietl retirement system.

o The City hagecentlychosen to contribute an additional amount of 401k
contributions to all Tier Il employees, to equalize overall Tier Il contributions
with contributions made for Tier | employees.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overvie®otbnwood Heigh@finances.
Questions concerning any information provided in this repatrequest for additional financial
information should be addressed @mttonwood Heights, attavid Muir, City Treasurer/
Finangal ReportingManager2277Bengal Blvd, Cottonwood HeightsUT 84121
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Cottonwood Heights, Utah
Statement of Net Position
June 30, 2018

ASSETS

Cash and cash equivalents
Receivables (net of allowances)
Prepaids

Net Pension asset

Restricted Cash and cash equivalents

Capital assets not being depreciated:
Land and rights of way
Capital assets, net of accumulated depreciation:
Buildings and systems
Improvements other than buildings
Vehicles
Infrastructure

Total assets

DEFFERED OUTFLOWS OF RESOURCES
Deferred Pension

Total deferred outflows of resources

LIABILITIES
Accounts payable and other current liabilities
Accrued liabilites
Nonspendable collections
Net pension liability
Non-current liabilities:
Due within one year
Due in more than one year

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue
Deferred property tax revenue

Deferred pension inflows

Total deferred inflows of resources

NET POSITION
Net Investment in capital assets
Restricted for:
Bond Debt Service
Impact Fees
Unrestriced

Total net position

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

Primary Government

Governmental

Activities

$ 5,736,041
2,923,559
17,077

4,992

909,151

33,135,865

13,589,909
969,709
3,119,976
14,666,643

75,072,923

2,569,058
2,569,058

413,480
1,660,751
124,539
2,028,250

1,918,707

19,016,337
25,162,064

142,793
389,560

1,179,903
1,712,256

43,717,022

805,741
103,410
6,141,488

$ 50767660
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Cottonwood Heights, Utah
Statement of Activities
For the Year Ended June 30, 2018

Net (Expenses)
Revenues and Changes
in Net Position

Program Revenues Primary Government
Operating Capital Governmental '
Charges for Grants and Grants and Activities
Function / Programs Expenses Services Contributions Contributions Total
Primary Government
Governmental activites

General government 3,736,218 774,331 151,605 - (2,810,281)
Public Safety 9,910,192 391,549 37,787 - (9,480,857)
Highways and public improvements 4,907,822 - 1,290,964 1,410,309 (2,206,549)
Community and economic development 1,177,023 315,543 - - (861,480)
Interest on long-term debt (net of premium) 954,272 - - - (954,272)
Total governmental activities 20,685,527 1,481,423 1,480,356 1,410,309 (16,313,439)

General Revenues:
Property Tax 6,964,927
Sales Taxes 6,176,453
Municipal Energy Taxes 2,094,365
Motor Vehicle Fee-In-Lieu (of property taxes) 387,839
Franchise Tax 335,910
Unrestricted Investment earnings 103,347
Gain/Loss on Sale/Disposal of Capital Assets 3,875
Miscellaneous 151,394
Total general revenues and transfers 16,218,111
Changes in net position (95,327)
Net position - beginning, as previously reported 50,862,987
Net position - ending 50,767,660

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, 2018

Capital Community Dev Total
General Projects Debt Service  Renewal Agency ~ Governmental
Fund Fund Fund Fund Funds |
ASSETS
Cash and cash equivalents $ 2868955 § 1063640 § 618 $ 1802829 § 5,736,041
Accounts receivables (net): 2,923,559 - - - 2,923,559
Prepaids 17,077 - - - 17,077
Restricted Cash and cash equivalents - 909,151 - - 909,151
Total assets 5,809,591 1,972,790 618 1,802,829 9,585,828
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable 413,480 - - - 413,480
Accrued liabilites 1,001,101 - - - 1,001,101
Nonspendable collections 124,539 - - - / 124,539
Total liabilities 1,539,120 - - - 1,539,120
DEFERRED INFLOWS OF RESOURCES
Deferred uncollected property tax revenue 142,793 - - - 142,793
Deferred property tax revenue 389,560 - - - 389,560
Total deferred inflows of resources 532,353 - - - 532,353
FUND BALANCES:
Nonspendable:
Prepaids 17,077 - - - 17,077
Restricted for:
Debt Service Related Funds - 805,741 - - 805,741
Impact Fees - 103,410 - - 103,410
Unrestricted:
Assigned:
PTO Vested 483,105 - - - 483,105
Capital Improvement - 1,063,640 - - 1,063,640
Debt Service - - 618 - 618
CommDev Renewal Agency - - - 1,802,829 1,802,829
Unassigned:
General Fund 3,237,936 - - - 3,237,936
Total fund balances 3,738,118 1,972,790 618 1,802,829 7,514,354
Total liabilities, deferred inflows
of resources and fund balances § 5809591 § 1972790 § 618 $ 1802829 § 9585828

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, 2018

Total fund balances - governmental fund types:

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

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

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.

Net pension liabilities and assets are not available resources and, therefore are not

7,514,354

65,482,103

(21,594,694)

reported in the funds. (634,103)
Net position of governmental activities 50,767,660
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
Governmental Funds
For the Year Ended June 30, 2018

Capital Community Dev Total
General Projects Debt Service Renewal Agency Governmental
Fund Fund Fund Fund Funds
REVENUES
Taxes: '
Property $ 6923563 § e $ - $ 41,364 6,964,927
Sales 6,138,449 - - - 6,138,449
Municipal Energy 2,094,365 - - - 2,094,365
Motor Vehicle Fee-in-lieu (prop. tax) 387,839 387,839
Franchise - Cable TV 335,910 335,910
Transient Room 38,004 38,004
Licenses and Permits 774,331 - - 774,331
Intergovernmental: ‘
Federal Grant 35,878 - 35,878
State Grants 29,655 - 29,655
State Class C Roads 1,290,964 - 1,290,964
State Liquor Fund Allotment 37,787 - 37,787
Local Grants 86,072 1,306,899 1,392,971
Impact Fees 103,410 103,410
Charges for Services 315,543 - 315,543
Fines and Forfeitures 391,549 - - - 391,549
Investment Earnings 72,765 (2,180) - 32,763 103,347
Miscellaneous 102,538 48,857 - 151,394
Total revenues 19,055,213 1,456,985 - 74,127 20,586,325
EXPENDITURES
Current:
General Government 3,386,743 3,386,743
Public Safety 9,237,144 - - 9,237,144
Highways and Public Improvements 2,344,245 224277 - - 2,568,521
Community and Economic Development 1,112,131 - - 74,098 1,186,229
Debt Service:
Principal - - 937,888 937,888
Interest - - 795,211 795,211
Capital Outlay:
General Government 9,975 - 9,975
Public Safety 171,072 97,672 - 268,744
Highways and Public Improvements 51,630 1,723,665 - 1,775,286
Total expenditures 16,312,941 2,045,604 1,733,099 74,098 20,165,741
Excess (deficiency) of revenues
over (under) expenditures 2,742,272 (588,619) (1,733,099) 30 420,583
OTHER FINANCING SOURCES (USES)
Sources:
Transfers In - 878,625 1,733,717 2,612,342
Sales of Capital Assets 4375 - - 4,375
(Uses):
Transfers to Capital Improvement Fund (878,625) - - (878,625)
Transfers to Debt Service Fund (1,733,717) - - (1,733,717)
Total other financing sources (uses) (2,607,967) 878,625 1,733,717 4,375
Net change in fund balances 134,305 290,006 618 30 424,958
Fund balance - beginning of year 3,603,813 1,682,784 - 1,802,799 7,089,396
Fund balance - end of year $ 3738118  § 1972790 § 618 $ 1,802,829 7,614,354

The notes to the financial statements are an integral part of this statement.
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Cottonwood Heights, Utah
Reconciliaton 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, 2018

Net changes in fund balances - total governmental funds $ 424,958

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 depreciation expense.
Capital outlays 2,062,012
Depreciation (3,548,224)

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

Asset deletions (8,006)
Depreciation deletions 7,504

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

Bond Principal 400,000

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

Principal payments on capital lease 537,888
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 187,601

Change in accrued interest (208,481)

Amortization of bond premium 49,420
Change in net position of governmental activities $  (95327)

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, 2018

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with
Budget Budget (See Notes) Final Budget
REVENUES
Taxes:
Property $ 6,899,089 § 6,899,089 § 6,923,563 24474
Sales 5,906,000 5,906,000 6,138,449 232,449
E-911 Emergency Fees 265,000 265,000 - (265,000)
Municipal Energy + 2,170,596 2,170,596 2,094,365 (76,231)
Motor Vehicle Fee-in-lieu (prop. tax) 350,000 350,000 387,839 37,839
Franchise - Cable TV 306,700 306,700 335,910 29,210
Transient Room 25,000 25,000 38,004 13,004
Licenses and Permits 580,600 580,600 774,331 193,731
Intergovernmental:
Federal Grant 25,000 57,000 35,878 (21,122
State Grants - - 29,655 29,655
State Class C Roads 1,315,000 1,315,000 1,290,964 (24,036)
State Liquor Fund Allotment 45,000 45,000 37,787 (7,213)
Local Grants - - 86,072 86,072
Charges for Services 175,500 175,500 315,543 140,043
Fines and Forfeitures 490,000 490,000 391,549 (98,451)
Investment Eamings 14,000 14,000 72,765 58,765
Miscellaneous 65,254 75,778 102,538 26,760
Total revenues 18,632,739 18,675,263 19,055,213 379,950
EXPENDITURES
Current:
General Government 3,523,378 3,499,985 3,396,718 (103,267)
Public Safety 10,031,023 10,116,642 9,408,216 (708,426)
Highways and Public Improvements 2,484,564 2,484,564 2,395,875 (88,689)
Community and Economic Development 1,127,782 1,174,282 1,112,131 (62,151)
Total expenditures 17,166,747 17,275,473 16,312,941 (962,532)
Excess (deficiency) of revenues
over (under) expenditures 1,465,992 1,399,790 2,742,272 1,342,482
OTHER FINANCING SOURCES (USES)
Sources:
Sales of Capital Assets - - 4,375 4,375
(Uses):
Transfers to Capital Improvement Fund (278,625) (878,625) (878,625) -
Transfers to Debt Service Fund (1,733,717) (1,733,717) (1,733,717) -
Total other financing sources (uses) (2,012,342) (2,612,342) (2,607,967) 4,375
Net change in fund balances (546,350) (1,212,552) 134,305 1,346,857
Fund balance - beginning of year 3,603,813
Fund balance - end of year $ 3,738,118
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, 2018

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with '
Budget Budget (See Notes) Final Budget
REVENUES
Taxes:
Property Tax $ - $ - $ 41364 § 41,364
Investment Earnings - - 32,763 32,763
Total revenues ‘ - - 74,127 74,127
EXPENDITURES
Current:
Community and Economic Development 25,000 25,000 74,098 49,098
Total expenditures 25,000 25,000 74,098 49,098
Excess (deficiency) of revenues
over (under) expenditures (25,000) (25,000) 30 25,030
OTHER FINANCING SOURCES (USES)
Sources/(Uses):
Beginning Fund Balance Appropriated 25,000 25,000 - (25,000)
Total other financing sources (uses) 25,000 25,000 - (25,000)
Net change in fund balances 30
Fund balance - beginning of year 1,802,799
Fund balance - end of year $ 1,802,829

The notes to the financial statements are an integral part of this statement.
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COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of 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 Counmm@imbers TheCity has determined

that there are no separately administered organizations that are controlled by or are dependent
upon the City.Control or dependence is determined on the basis of financial interdependence,
selection of governing authoyjtdesignation of management ability to significantly influence
operations and accountability for fiscal matters. Using thasaia,no potential component

units are included in the Cityds financial st

The Cityobés f i nancprisasthefollowpimgr t i ng entity com

Primary Government: Cottonwood Heights
Component Units: None

The accounting policies of Cottonwood Heights, Utah, conform to generally accepted accounting
principles applicable to governmental units. The following is a summahgahore significant
of such policies.

1B - BASIS OF PRESENTATION

Governmemnwide Financial Statements:

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

The governmentvide statements for the primary governmemet sgparated based on the
predominance of the type of revenues that support them. Governmental activities are normally
supported by taxes and intergovernmental revenues, while business type activities would receive
a significant portion of revenues fromefeand charges for services.

The statement of activities is presented to show the extent that program revenues of a given
activity support direct expenditures of the function. Direct expenses are those that can clearly be
associated with a particular sty or program. Program revenues include: (1) charges to
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COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

customers or privileges provided by a given function and (2) grants and contributions that are
restricted to meeting operational or capital requirements of a particular function. Other revenue
saurces 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.eAod is accounted for by providing a separate set cf self
balancing accounts that constitute its assets, liabilities, fund equity, revenues, and
expenditure/expenses. Funds are organized into three major categories: governmental,
proprietary, and fiducry. An emphasis is placed on major funds within the governmental and
proprietary categorie#ll funds of Cottonwood Heights are considered to be major funds.

Cottonwood Heights haké funds described below:

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

Debt Service Fund

The Debt Servic€und is used to account faccumulation of financial resources for the
payment oprincipal and interest n t he (Qaymgnts.s debt

Capital Project Fund

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

Community Development Renewal Agency Fund
The Community Development Renewal Agency Fund (CDRA) is used to account for
resources restricted for use on approved public purpose projects.

1C- MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurem n t focus I s a term used to describe Awhi
various financi al statement s. Basis of accoun
regardless of the measurement focus applied.

Measurement Focus
The governmentvide Statemendf Net Positionand the Statement of Activities are presented
using the economic resources measurement focus as defitea b. below.

I n the fund financi al statement s, the Acurren
Afeconemocrceso measurement focus is used as a;
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COTTONWOOD HEIGHTS
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a. Al'l governmental funds wutilize a fAcurrent
Only current financial assets and liabilities are generally included on their balance
sheets. Their operatirggatements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their
measure of available spendable financial resources at the end of the period.

b. Proprietary fumids wnesbureean Mmeaenbement
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 currentrmmcurrent) associated with their
activities are reported. Proprietary fund equity is classified gsasgion The City
no longer hasray Proprietary Funsl

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

Basis of Accounting

The governmentvide Statement of Néositionand Statement of Activiti@se presented using

the accrual basis of accounting. Under the accrasiblof accounting, revenues are recognized
when earned and expenses are recorded when the liabiitursed,or economic asset used.
Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and exchange
like transactions anecognized when the exchange takes place.

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

of accounting. Under this modified accrual basis of accounting, revenues are recognized when
Ameasur ablleeaodMaaaul albl e means knowing or bei
amount. Available means collectible within the current period or soon enough thereafter to be

used to pay liabilities of the current period. The City includes in available revenueoehye

that will be collected in cash within one year following the close of the fiscal year, and in the

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

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

liability is incurred, except for general obligation bond and capital lease pripepalents

which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is
incurred,or economic asset used.

Comprehensive Annual Financial Repoigiscal Year Ended June 30, 301 -39-



COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

1D - ASSETS,DEFERRED OUTFLOWS, LIABILITIES, DEFERRED INFLOWS AND
NET POSITION (EQUITY)

Cash,Deposits andnvestments

For the purpose of the Statement of Resition fAcash, i ncluding time de
demand, savings accounts, and certificates of deposits of the City. For the purpose of the
proprietary fund Statemequi o&dl €EasboFi owbudéca
savings accounts, and certificates of deposit or gbort investments with an original maturity

of three months or less.

The City categorizes the fair value measurements of its investments based on the hierarchy
estaltished by genergl accepted accounting principles. The fair value hierarchy, which has
three |l evels, is based on the valwuation input
inputs are quoted prices in active markets for identical assets; LewymIt® are significant other
observable inputs; Level 3 inputs are significant other unobservable inputs. The City does not

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

investment disclosures are presenteNates2B and 3A

Interfund Receivables and Payables

During the course afperations, numerous transactions occur between individual funds that may

result in amounts owed between funds. Those related to goods and services type transactions are
classified as fdue t -eermanedundloaonsrare cepohagsr ff iunntdesr. fou
recei vabl es a ram imefynd Ibanse(moudentlpartiory are reported as
Afadvances from and to other funds. o Interfund
governmental activities are eliminated in the StatemeNebPosition SeeNote 3G fordetails

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

interfund receivables or payables.

Receivables and Payables

In the governmentvide statements and the fund financial states)erceivables consist of all
revenues earned at yeamd and not yet receivelllajor receivable balances for the
governmental activities includsmles tax, franchise taproperty tax, court fines and road cut
permits. Interest and investment earninge aecorded when earned and considered both
measurable and available.

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

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

o Governmentwide Statement Reporting of Capital Assets
The governmentvide financial statementacludecapital asseten its Statement of Netd3ition
All assets are valued at historical cost or estimated histaosaif actual is unavailable.
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Donated assetnd assets received by a service concession arrangement shaddrtded at
acquisition value rather than fair vallestimatechistorical cost was used to value the majority

of the infrastructure assets transferred from Salt Lake County primarily during the period ending
June 30, 2005. TheCidys capi t al i z$4ODOon t hr eshol d i s

Depreciation of all exhaustible assé&t recorded as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Stateofddét Position
Depreciation is provided over t helinamsetadbfs d e st
depreciationThe 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 5to 15 years
Vehicles 5 years
Infrastructure’ original costs 1550 years
- annual upgrade costs (Mustincreasaemaininglife by a

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

o Fund Financial Statement Reporting of Capital Assets
In the fund financial statments, assets used in governmental fund operations are accounted for
as capital outlay expenditures of the governmental fund upon acquisition.

Restricted Assets

Certain assets have external restrictions placed upon them that limit their availaliése T

assets may only be expended if their use is in adherence with these restrictions. Some
restrictions are in place due to provisions of State or Federal law. Bond proceeds held for
construction and funds dedicated to be held for debt service payanemestricted by the

Trustee. Class C Road taxes, governmental grants and impact fees are restricted revenues and
may only be used for their intended purpose.

Deferred Inflows and Outflows of Resources

In addition to liabilities, the financial statements will sometimes report a separate section for
deferred inflows of resources. This separate financial statement eleefented inflows of
resourcesrepresergan acquisition of net position that agdito a future peridd), andwill not

be recognized as an inflow of resources (reveanos) that time.

In addition to assets, financial statements will sometimes report a separate section for deferred
outflows of resources. This separate financidkstant elementleferred outflows of resources
represerga consumption of net position that applies to a future p@jcahdwill not be

recognized as an outflow of resources (expense/expendittrehen.
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Long-term Debt
The accounting treatmeaf long-term debt depends on whether the assets are reported in the
governmentwide or fund financial statements.

All long-term debt to be repaid from governmental resources is reported as a liability in the
governmenwide statements.

Long-term debt fo 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.

PensionPlans

For purposes of measuring thet 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 Pension Plan (URS) and additions to/deductions
fomURSG6s fiduciary net position have been dete
by URS. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit ternmastnients are reported

at fair value.

Compensated Absences

It is the Cityds policy to permit employees t
VacationPTO benefits. Theestedequivalent valudéor earneccompensated absences is

calculated adrecorded at fiscal yearendgsanunrestrictedassigned fund balance

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

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

b. Restricted Consists of ngbositionwith constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors, or laws or regulations
of other governments; or (2Methrough 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 bedafrund balance is reported in three major
categories, comprising five separdtdinitions Nonspendable, Restricted and Unrestricted
(which can be shown as Committed, Assigned and UnassigBadh category is defined as
follows:
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a) Nonspendablé Prepad expenditures and other similar asgajsnot in spendable
form, or (b) legally or contractually required to be maintained intact.

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

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

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

e) Unassigned The GeneralFundis the only fund that could have a positive
unassigned fund balance of fundset clasdied in any other classificatioavhich
may be used for any governmental purpose

When both restricted and unrestricted fund balance is available for use, itisthg @ s pol i cy
use restricted fund balance first, then committed funds, followed by assigned and then
unassigned.

Fund balance may be committed by the City Council through passage of budget resolutions. The
City Council has authorized the City Manag@make determinations of assigned fund balance.

1E - REVENUES, EXPENDITURES, AND EXPENSES

Revenue

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

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

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

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 levidéé @irst 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 amllected 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 Funds By 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 reportingaitssified 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, the City is subject to various federal, state, and local
| aws and contractual obligations. An analysis
regulations andemonstration of its stewardship over City resources follows.

2A - FUND ACCOUNTING REQUIREMENTS

The City complies with all state and local laws and regulations requiring the use of funds
separate from the General Fund. The legally required separdteused 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 Actytah Code Annotated Ti t 1l e 51, c€Chhagptaeard Dy fituhesA

Money Management Counci l (At he Council o). Fo
Height sé6 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

Hei ght sd6 deposits may not be recovered. The
to adhere to the Money Management Act. The Act requires alsdspf Cottonwood Heights

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

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

Cottonwood Heights is authorizediton ve st i n t he 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 thielPF ar e al | ocated based wupon
daily balances. A copy of the Public Treasurers Investment Fund is available for viewing on the

Ut ah St ate Trathips/wewwetnreadgestateeubusi t e

The City categorizes the fair value measurements of its investments based on the hierarchy
established by genehalaccepted accounting principles. The fair value hierarchy, which has

three levels, is based on the valuation inputs useddosmer e an asset 6s fair v
inputs are 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 investmentbat are measured using Level 2 or 3 inpAtiditional cash and

investment disclosures are presentetiDnand3A.

Investments are measured at fair value on a recurring Rsaurringfair value measurements

are those that Government Accounting Stadd Board (GASB) Statements require or permit in

the statement of net position at the end of e
tabl e bel ow. Al | of the Cityds investments a
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As of June 30, 2@, theCity had the following investments and maturities:

Investment Maturities (in vears)

Total Fair More than
Investment Tvpe Value Less than 1 lto 5 6to 10 10
State of Utah PTIF $5.579.441 £5.579 441 $ - $ - 5
Total $5.579.441 £5.579 441 $ - $ - 5

Twice a year, at June 30 and December 31, the investments in the PTIF are valued at fair value.
As of June 30, 2(, the City had $579441invested in the PTIF which had a fair value factor

of 1.00378796@making the City investment equal to 68057580 for an unrealized gain of
$21,134.70. Due to the insignificance of this amount in relation to the funds affected by the
unrealized gain, the fair value of investments in this external investroehispleemed 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 affect
the fair value of an investment. Cottonwood Heights managegiosure 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 Codsjch provides guidance for handling depository and
investing transactions in order to minimizéeirest rate riskThe 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
Awarded Asset Seizures Further Enforcement Actions
ImpactFees Eligible public improvements

For the period ended June 30, 80the City complied, in all material respects, with these
revenue restrictions.
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2D - DEBT RESTRICTIONS AND COVENANTS

General Obligation Debt

No longterm GeneralObligation debtshall 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
for debt in an amount exceeding four percent of the fair market value of taxable property in their
jurisdictions. For the period ended June 30,8@ie City had no outstandir@general

Obligation debt.

Other Longterm Debt

Cities may incur indebtedness for the purpose of supplying such city water, sewer, or electricity
when such public works are owdhand controlled by the municipality. The additional

indebtedness shall not exceed four percent for first and second class cities and eight percent for
third class cities of the fair market value of taxable property in their jurisdiclitvesCity has

nosuch debt at this time.

2E - FUND EQUITY RESTRICTIONS

General Fund Balance Restrictions

UtahCode 1®5-1 16 (4) requires that only the fAfund bal
revenues of the general fund maiginglb percentmusti z e d
be maintained as a minimum fund balance. The maximum in the general fund may noéxceed
percent of the totalctualrevenue of the general fund ¢(66116(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 |y t he Cityo
balance is under the maximum allowgdstate law

2F - BUDGETARY BASIS OF ACCOUNTING

In the governmental fundatements 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
budgeary basis to provide a meaningful comparison of actual results with the budget.

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

conducted to obtain 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 appropriatioas|lsi/ing a public hearing.

During the year ended June 30, &@lie City Coundiamended the original budgitreetimes

Budgets for the Capital Projects Fund are also prepared using the modified accrual basis of
accounting and are adopted on an anbaals. Project budgets for the Capital Projects fund are
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prepared annually and ending balances maya@peopriated by Council action in the

following year

NOTE 3 - DETAIL NOTES ON TRANSACTION CLASSES / ACCOUNTS

The following notes present detailedormation to support the amounts reported in the basic
financial statements for its various assets, liabilities, equity, revenues, and expenditures/

expenses.

3A - CASH DEPOSITS AND INVESTMENTS

The City categorizes the fair value measurements ofiestments based on the hierarchy
established by genehalaccepted accounting principles. The fair value hierarchy, which has

three | evel s, i s based on the va

uati on i

inputs are quoted prices in activarkets 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 Level 2 or 3 iAddisonal cash and

investrrent disclosures are presentedihand 2B

Investments are measured at fair value on a recurring Rsaurringfair value measurements

are those that Government Accounting Standards Board (GASB) Statements require or permit in
each

the end of
of the Cityods

the statementofnetpa t i on
table bel ow. Al |

at

peri od.
nvest ment s

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 6 | nvest ment $Fumb879MMA| ance
Reconciliation to Government-wide Statement of Net Position:
Investments $ 5,579,441
Cash on Hand 15,219
Held by Trustee 805,741
Deposits 244,791
Total $ 6,645,192
Per Statement of Net Position:
Unrestricted Cash $ 5,736,041
Restricted Cash 909,151
Total $ 6,645,192
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3B - RESTRICTED ASSETS
The restricted assets as of June 30828afe as follows:

Type of Restricted Asset Cash/Time Deposits
Governmental Activities:
Impact Fees 103,410
Bond Funds held in trust 805,741
Total $ 909,151

3C- ACCOUNTS RECEIVABLE

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

Receivables details at June 30, 0dre as follows:

Governmental Activities

Delinquent Property Taxes Receivable $ 127,689
Invoiced Receivables (including SLCo Road Grant) 1,317,924
Invoiced Business Licensing 36,979
Prior Fiscal Revenues - Sales & Transient Room 1,126,573
Prior Fiscal Revenue - Energy Use Tax 142,384
Prior Fiscal Revenue - Franchise Fees 159,839
Prior Fiscal Revenues - Property Taxes 12,171

Net Accounts Receivable $ 2,923,559

Comprehensive Annual Financial Repoigiscal Year Ended June 30, 301 -49-



COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

3D - CAPITAL ASSETS
Capital asset activity for the period ended J8De20B, was as follows:

Balance at Disposals Balance at
Governmental activities: June 30, 2017 Additions I Misc Adj June 30, 2018
Capital assets, not being depreciated:
Land (non-infrastructure) 9,262,154 - - 9,262 154
Land related Infrastructure 23,370,289 503423 - 23873712
Total assets, not being depreciated 32632 442 503423 - 33,135,865
Capital assets, depreciable:
Buildings 13,515,668 570,266 - 14,085,934
Equipment 2,178,497 293429 - 2471926
Vehicles 5410736 44 926 (8,006) 5447 656
Infrastructure - Roads 33,055,492 623,377 - 33,678,869
Infrastructure - Bridges 905,375 - - 905,375
Infrastructure - Parkways 11,054,195 13122 - 11,067 317
Infrastructure - Storm Drains 2060 468 13,467 - 2,073,935
Total capital assets, depreciable 68,180,430 1,558 587 (8,006) 69731012
Accumulated Depreciation
Buildings (151,360) (344 665) (496,025)
Equipment (1,342.811) (159 406) (1,502,217)
Vehicles (1,250476) (1,085211) 8,006 (2,327 681)
Infrastructure - Roads (27 301,376) (1,289,209) (28,590,585)
Infrastructure - Bridges (406,947) (27 884) (434,831)
Infrastructure - Parkways (3,127 220) (596,561} (3,723,781)
Infrastructure - Storm Drains (263,868) (45,787} (309,655)
Total accumulated depreciation (33,844,057) (3,548,724) 8,006 (37.384,775)
Governmental activities, capital 66,968,815 (1486713 - 65482102
Capital Debt (22494 689) (21,765,082)
Construction Funds in Trust 68,388 -
Assets, net of related debt 44 542 514 43 717,020

Depreciationwas charged to governmental activities as follows:

Governmental Activities:

General Government $ 378,430
Public Safety 824,382
Highways & Public Improvements 2,345,912

Total depreciation expense and adjustment $ 3,548,724
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Capital Assets under Capital Lease

The City has acquired public safetyd public worksehicles through capital leasé@ he
amortization of these assets included in depreciation expense. As of June 308 24 net
book values are as follows:

Governmental Activities

Public Safety Vehicles $ 1,452,754
Less Accumulated Depreciation (1,056,468)
Net Book Value $ 396,286
Public Works Vehicles $ 2,747,369
Less Accumulated Depreciation (493,606)
Net Book Value $ 2,253,763

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 longtemnidgohconsists tfvo sales tax revenue bomatidcapital leasg as
described below:

As of June 30, 2@, the City had longerm debt payable fromriginating from two issues of
sales tax revenue bonds. These bonds are described below:

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

3.695%, (07/2/14 original amount $13,770,000) $ 13,770,000
Less principal payments (775,000)
Remaining Bond Premium unamortized 751,245
$ 13,746,245

Proceeds fromhie 2014 Sales Tax Revenue Bomekre used towards the construction of @iy
Municipal Center

Sales Tax Revenue Bonds Payable:
Series 2016 - City Municipal Center

2.686%, (07/12/16 original amount $3,280,000) $ 3,280,000
Less principal payments (40,000)
Remaining Bond Premium unamortized 286,564
$ 3,526,564
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Proceeds from the 2016 Sales Tax Revenue Bond were used towards the construction of the City
Muni ci pal Center as well as tfaddity.constructi on

Capital Leases Payable:
Zions Bank - Police Vehicles
1.530%, (07/13/16 original amount $1,452,754) $ 1,179,592

$ 1,179,592

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 paymentshasinteption date.

Capital Leases Payable:

Zions Bank - Public Works Vehicles

1.72%, (08/10/16 original amount $228,126) $ 197,180
$ 197,180

Chase Bank - Public Works Vehicles
1.65%, (09/14/16 original amount $2,519,243) $ 2,285,463

$ 2,285,463

The City has etered into two lease agreements as lessee for the purchase of Public Works
vehicles. This lease agreement qualifies as a capital lease for accounting purposes and,
therefore, has been reded at the present value of all future lease payments as of the inception
date.

Changes in Longterm Debt
The following is a summary of changes in lelegm debt for the period ended June 30,8201

Balance Balance Due Within
Type of Debt June 30, 2017 Additions  Reductions June 30, 2018 One Year
Capital leases $ 4,200,123 $ - $ (818,551) $ 3,381,572 $ 1,448,707
Sales Tax Revenue Bond 14 13,355,000 - (360,000) 12,995,000 370,000
Bond Premium '14 787,018 - (35,774) 751,245 N/A
Sales Tax Revenue Bond '16 3,280,000 - (40,000) 3,240,000 100,000
Bond Premium '16 300,211 - (13,646) 286,565 N/A

Total Long Term Debt $21,922,352 $ $ (1,267,971) $ 20,654,382 $ 1,918,707
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Annual DebtService Requirements
The annual debt service requirements to maturity for governmentatdomgdebt principal and
interest as of June 30, R)Jre as follows:

Governmental Activities

Year Ended
June 30 Principle Interest Total
2019* $ 1,016,457 $ 721,349 $ 1,737,806
2020 1,123,578 740,242 1,863,820
2021* 1,153,539 714,606 1,868,145
2022 1,187,726 683,735 1,871,461
2023* 1,511,816 655,415 2,167,231
Thereafter 13,904,118 5,950,927 19,855,045
Total $ 19,897,235 $ 9,466,274 $ 29,363,509

* Bi-annually, the Public Safety vehicle lease is partially paid by a dealer buy back, 2019 is suc
3G - INTERFUND TRANSACTIONS AND BALANCES

OperatingTransfers
Transfers OutTransfers In

General Fund $2,607,967
Debt Service Fund $1,733,717
Capital Projects Fund 878,625

NOTE 4 - OTHER INFORMATION

4A - EMPLOYEE PENSION AND OTHER BENEFIT PLANS

General Information about the Pension Plan

Plars description: Eligible plan participants are provided with pensions through the Utah
Retirement Systems. The Utah Retirement Systems are comprised of the foRemsianTrust

Funds:

Defined Benefit Plans

1 Public Employees Noncontributory Retiremi&ystem (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 costharing, multipleemployer retirement system;

q Tier 2 Public Ermployees Contributory Retirement System (Tier 2 Public Employees
System) is a multiple employer, cost sharing, public employee retirement system.
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1 Tier 2 Public Safety and Firefighter Contributory Retirement System (Tier 2 Public
Safety and Firefighters Sysh) is a multiple employer, cost sharing, public
employee retirement system.

The Tier 2 Public Employees System became effective July 1, 2AQlL Eligible employees
beginning on or after July 1, 2011, who have no previous service credit with anyutathe
Retirement Systems, are members of the Tier 2 Retirement System.

The Utah Retirement Systems (Systems) are established and governed by the respective

Code Annotat
benefit plansare amended statutorily by the State Legislature. 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 fiducgry fund

defined as pension (and other employee benefit) 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 benefit

sections of Ti t |

terms.

e

49 of t he Ut ah

URS issues a publicly available financial report thatlmaonbtained by writing Utah
Retirement Systems, 560 E. 200 S, Salt Lake Citgth 84102 or visiting the website:

WWW.Urs.org.

Summary of Benefits by System

Benefits provided: URS provides retirement, disability, and death benefits.

Retirement benefits aasfollowings:

Years of service

System Final Average Salai  required and/or age Benefit percent per year of se! COLA
eligible for benefits
Noncontributory Highest 3 years 30 years any age 2.0% per year all years Up to 4%
System 25 years any dge
20 years age 60
10 years age 62
4 years age 65
Public Safety System Highest 3 years 20 years any age 2.5% per year up to 20 year Up to 2.5% or 4%
10 years age 60 2.0% per year over 20 year  depending upon
4 years age 65 employer
Tier 2 Public Employees Highest 5 years 35 years any age 1.5% per year all years Up to 2.5%
System 20 years agdd)
10 years age 62
4 years age 65
Tier 2 Public Safety Highest 5 years 25 years any age 1.5% per year all years Up to 2.5%

and Firefighter System

20 years age 60*
10 years age 62
4 years age 65

*with actuarialreductions

“*All post-retirement cosbf-living adjustments are necompounding and are based on the original benefit except for
Judges, which is a compounding benefit. The-ob4iving adjustments are also limited to the actual Consumer Price
Index (CPl) increase for the year, although unused CPI increasesatag carried forward to subsequent years.

Comprehensive Annual Financial Repoigiscal Year Ended June 30, 301

-54-


http://www.urs.org/
http://www.urs.org/

COTTONWOOD HEIGHTS
NOTES TO THE FINANCIAL STATEMENTS

Contribution Rate Summary

As a condition of participation in the Systems, employers and/or employees are required to
contribute certaipercentages of salary and wages as authorized by statute and specified by the
Utah State Retireme®oard. Contributions are actuarially determined as an amount that, when
combined with employee contributions (where applicable) is expected to financsthefc

benefits earned by employees during the year, with an additional amount to finance any
unfunded actuarial accrued liabilit€ontribution ratess of June 30, 201&e as follows:

Utah Retirement Systems Employer rate
Employee  EmployeRate 401k) Plan
Contributory System
111 Local Governmental Divigien 2** N/A 15.1%% 158%
Noncontributory System
15 Local Governmental DiwiSien 1 N/A 18.47% N/A
Public Safety Retirement System
Contributory
122Tier 2 DB Hybrid Public Safety N/A 20.460 1.26%
Noncontributory
49 Other Div B NoncontribuToey 1 N/A 32.20% N/A
Tier 2 DC Only*
211 Local Government N/A 6.69% 10.00%
222 Public Safety N/A 9.72% 12.00%

*** Tier 2 rates include a statutory required contribution to finance the unfunded actuarial accrued liability of the Tger 1 plan

Forfiscal year ended June 3@ 2@&lemployer and employee contributions to the Systems were as follows:

System Employer Contributions  Employee Contribution
Noncontributory System $ 271541 N/A
Public Safety System 481823 -
Tier 2 Public Employee System 113419 -
Tier 2 Public Safety 105808 -
Tier 2 DC Only System 2843 N/A
Total Contributions $ 975434

Contributions reported are the URS Board approvecbragbingdns by System. Contributions in the Tier 2 Systems are used to finance
the unfunded liabilities in the Tier 1 Systems.
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Combined Pension Assets, Liabilities, Expense, and Deferred Outflovesid Inflows of
Resources Related to Pensions

At June 30, 208, we reported a net pension asset 40%$2 and a net pension liability of
$2,028250

(Measurement Date): December 31,

Net Net
Pension  Pension  proportionate  Proportionate Shai  Change
Asset Liability Share December 31, P01 (Decrease)
Noncontributory System $0 $340199 0.91769% 0.182981% 0.008787%
Public Safety System $0 $1181670 2445491% 251290% (00674185)%
Tier 2 Public Employees System $0 $6381 0072374% 0054530% 001784344
Tier 2 Puidl Safety & Firefighter S = $4,992 $0 0431433% 0314648% 0116785%

Total Net Pension Asset/Liability $4,992  $2028,250

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

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

actuarial valuation as of January 1, 2@hd rolledforward using generallaccepted actuarial

procedures. The proportion of the net pension asset and liability is equal to the ratio of the

empl oyerb6s actual contributions to the System
employer contributions to the System during tlenyear.

For the year ended June 30, 8®de recognized pensiaxpense of 887,925

As of June 30, 28, we reported deferred outflows of resources and deferred inflows of
resources relating to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual expetr $650,327 $57,410
Changes in assumptions $371,20(C $74,284
Net difference between projected and actual ea
on pension plavestments $374,48¢ $1,032,86(
Changes in proportion and differences between
contributions and proportionate share of contrib $187,422 $15,349
Contributions subsequent to the measurement ( $485,62: $0
Total $2,569,05¢ $1,179,90¢

$485,623was reported as deferred outflows of resources related to pé&nssnlts from
contributions made by us prior to our fiscal year end, but subsequent to the measurement date
of December 31, 2@l
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These contributions will beecognized as a reduction of the net pension liability in the
upcoming fiscal yearOther amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pension expense as follows:

Net DeferredOutflows/
YearEnded December 3. (Inflows) of Resource:

2018 $383166

2019 $397,619

2020 $153267

2021 $(47,851)

2022 $(1,943)

Thereafter $19,275

Actuarial assumptions

The total pension liability in the December 31, 2(dctuarial valuation was determined using
the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 250 Percent
Salary increases 3.25 - 9.75 percen, average, including inflation

Investment rate of return  6.95 percent, net of pension plan investmerpense,
including inflation

Mortality rates were developed from actual experience and mortality tables, based on gender,
occupation and age, as appropriate, with adjustments for future improvement in morality
basedn Scale AA, a model developed by the Society of Actuaries.

The actuarial assumptions used in the January T, 2iuation were based on the results of
an actuarial experience study for the five year period ending December 81, 201

The longterm expeted rate of return on pension plan investments was determined using a
building-block method in which beséstimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are develoaeu for e
major asset class. These ranges are combined to produce thertarexpected 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 astldstimates of arithmetic real

rates of return for each major asset class are summarized in the following table:
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Expected Return Arithmetic Basis

Long-Term

Target asset Real return expectedportfolio

Asset class allocation arithmetic basis real rate of return
Equity securities 40% 6.15% 2.46%
Debt securities 20% 0.40% 0.08%
Real assets 15% 5.75% 0.86%
Private equity 9% 9.95% 0.89%
Absolute return 16% 2.85% 0.46%
Cash and cash equivalents 0% 0.00% 0.00%
Totals 100% 4.75%
Inflation 2.50%
Expected arithmetic nominal return 7.25%

The6.95% assumed investment rate of return is comprised of an inflation ratedé6,2a real
return of 445% that is net of investment expense.

Discount rate: The discount rate used to measure the total pension liabiléyd&asrcent.

The projection of cash flows used to determine the discount rate assumed that employee
contributions will be made at the current contribution rate and thatlwatidns from all
participating employers will be made at contractually required rates that are actuarially
determined and certified by the URS BoaBhsed 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, théelongxpected rate of
return on pension plan iegtments 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. The discount rate was reduce&l@6 percent froni7.20 percent from the prior
measuement period.

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 ratebdd5 percent, a well as what the proportionate share of the
net pension liability would be if it were calculated using a discount rate thagascéntage

point lower 6.95 percent) or dpercentaggoint higher .95 percent) than the current rate:

1% Decrease Discount Rate 1% Increase

System (5.95%) (6.95%) (7.9%%0)
NoncontributorySystem $2272292 $840199 $(350516)
Public Safety System 3,044,361 1,181,670 (336920)
Tier 2 Public EmployeeSystem 75,134 6,381 (46,637
Tier 2 Public Safety FirefighterSystem 44,207 (4,992 (42,580

Total $5435994 $2023258 $(776653)
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Pension plan fiduciary net positionDetailed information about the pension plans fiduciary net
position is available in the separately issued URS financial report.

Defined Contribution Savings Plans

The Defined Contribution Savings Plans are administered by the Utah Retirement Systems
Board and are generally supplemental plans to the basic retirement benefits of the Retirement
Systems butnay also be used as a primary retirement plan. These plandwantary tax
advantaged 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
separately issued URS financial report.

Cottonwood Haghts City participates in the following Defined Contribution Savings Plans
with Utah Retirement Systenasid ICMA-RC:

1  401(k) PlanlURS only)

T 457(b) Plar{URS and ICMARC)

1  Roth IRA Plan(URS and ICMARC)

Employee and employer contributions to Befined Contribution Savings Plans for fiscal
year ended June 30, were as follows:

2018 2017 2016

401(K) Plan(URS)

Employer Contributions $335,914 $352,912 $349,956

Employee Contributions $226,119 $240,276 $244,705
457 Plan(URS)

Employer Contributions $80,636 $112,039 $ 82,059

Employee Contributions $160,849 $137,258 $117,889
Roth IRA Plan(URS)

Employer Contributions N/A N/A N/A

Employee Contributions $ 2,110 $ 275 $ 3,025
457 PlanICMA-RC)

Employer Contributions $ 88,883 $ 74,713 $ 59,005

Employee Contributions $ 95,634 $ 84,526 $ 1,242
457 RothPlan(ICMA-RC)

Employer Contributions N/A N/A N/A

Employee Contributions $ 46,898 $ 39,994 $ 34,371
Roth IRA Plan(ICMA-RC)

Employer Contributions N/A N/A N/A

Employee Contributions $ 10,708 $ 10,435 $ 16,793
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4B - RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage tmsanttion

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

4C7T SUBSEQUENT EVENTS

Subsequent eventseve evaluated through Decemliér 2018, which is the date that the
financial statementwere available to be issuetllo subsequent events were reportable.
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Cottonwood Heights, Utah

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

As Reported December 31, 2017
Last 10 Years *

Proporation of the net pension liability

Proportionate share of the net pension
liability (asset)

Covered payroll

Proportionate share of the net pension liability
(asset) as a percentage of its covered-
employee payroll

Plan fiduciary net position as a percentage
of the total pension liability

Tier 2 Lk
Noncontributory Public ; Public
Year- : Public
Retirement Safety Safety &
end Empoyees il
System System Firefighter
System
System

2017 0.1917693% 2.4454912% 0.0723742% 0.4314339%
2016 0.1829814% 2.5129097% 0.0545308% 0.3146488%
2015 0.1556506% 2.3769143% 0.0409095% 0.3793566%
2014 0.1425470% 2.1737910% 0.3401780% 0.4581430%
2017 $ 840,199 $1,181670 §$ 6,381 $ (4,992)
2016 1,174,965 1,566,289 6,083 (2,731)
2015 880,747 1,159,818 (89) (5,543)
2014 618,973 859,588 (1,031) (6,777)
2017 $ 1,656,658 $2,043451 $ 708,586 $ 455,286
2016 1,697,688 2,287,211 447,197 259,971
2015 1,517,660 2,129,632 264,295 225,749
2014 1,441,633 2,061,024 167,094 189,494
2017 50.72% 57.83% 0.90% -1.10%
2016 69.21% 68.48% 1.36% -1.05%
2015 58.03% 54.46% -0.03% -2.46%
2014 42.90% 41.70% -0.06% -3.60%
2017 91.9% 90.5% 97.4% 103.0%
2016 87.3% 86.1% 95.1% 103.6%
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 4 years calculated and reported to date.

The notes to the required supplementary information are an integral part of this schedule.
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Cottonwood Heights, Utah
Schedule of Contributions - Utah Retirement Systems
As Reported June 30, 2018
Last 10 Fiscal Years **

Contributions in Contributions as
As of fiscal relation to the a percentage of
year Actuarial contractually Contribution covered
ended Determined required deficiency employee
June 30, _Contributions contribution  __ (excess)  Covered payroll payroll
Noncontributory Retirement System
2018 $ 271,541 $ 271541 $ = $1,625,219 16.71%
2017 293,806 293,806 - 1,744,071 16.85%
2016 253,059 253,059 - 1,579,547 16.02%
2015 223,125 223,125 - 1,459,615 15.29%
2014 199,098 199,098 - 1,435,183 13.87%
Public Safety System
2018 481,823 481,823 - 2,040,777 23.61%
2017 507,270 507,270 - 2,253,825 22.51%
2016 480,110 480,110 - 2,141,005 22.42%
2015 442 527 442 527 - 2,084,318 21.23%
2014 427,269 427,269 - 2,094,198 20.40%
Tier 2 Public Empoyees System* ‘
2018 113,419 113,419 - 750,155 15.12%
2017 94,722 94,722 - 635,549 14.90%
2016 43,704 43,704 - 293,118 14.91%
2015 33,474 33,474 - 224,054 14.94%
2014 21,173 21,173 - 151,341 13.99%
Tier 2 Public Safety & Firefighter System*
2018 105,808 105,808 - 516,371 20.49%
2017 69,111 69,111 - 339,223 20.37%
2016 48,899 48,899 - 240,487 20.33%
2015 43,078 43,078 - 210,897 20.43%
2014 21,526 21,526 - 105,205 20.46%
Tier 2 DC Only System*
2018 $ 2843 $ 2843 $ 5 $ 42,504 6.69%
2017 2,319 2,319 - 34,667 6.69%
2016 1,706 1,706 - 25,505 6.69%
2015 4,506 4,506 - 68,822 6.55%
2014 1,553 1,653 - 26,260 5.91%

* Contributions in Tier 2 include an amortization rate to help fund the unfunded liabilities in the Tier 1
systems. Tier 2 systems were created effective July 1, 2011.

++» Paragraph 81.a of GASB 68 requires employers to disclose a 10-year history of contributions in RSI. This
schedule will need to be built prospectively. Contributions as a percentage of covered-payroll may be
different than the board certified rate due to rounding and other administrative issues.

The notes to the required supplementary information are an integral part of this schedule.
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RSI-NOTE 1

1A CHANGES IN ASSUMPTONS

As a result of arexperience study conducted as of December 31, 2016, the Board adopted
recommended changes to several economic and demogesshicptions that are used in the

actuarial valuationThe assumption changésat had the largest impact on the Total Pension

Liability (and actuarial accrued liability) include a decrease in the investment return assumption

from 7.20% to 6.95%, a reduction in the price inflation assumption from 2.60% to 2.50% (which

also resulted in a corresponding decrease in theotdising-adjustment assumption for the

funds with a 4.00% annual COLA max), and the adoption of an updated retiree mortality table
that is developed using URSO6s actual retiree 1
other demographic assumptions, but thoBanges had a minimal impact on the Total Pension

Liability (and actuarial accrued liability).
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COTTONWOOD HEIGHTS
SUPPLEMENTARY INFORMATION

Cottonwood Heights, Utah
Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Capital Projects Fund
For the Year Ended June 30, 2018

Budgeted Amounts Fund Actuals
Adopted Final (Budgetary Basis) Variance with |
Budget Budget (See Notes) Final Budget
REVENUES
Federal Grant $ - $ - $ - $ .
State Grants 2,000,000 2,000,000 1,306,899 (693,101)
Impact Fees - Current Collections - - 103,410 103,410
Investment Earnings - - (2,180) (2,180)
Miscellaneous : - - 48,857 48,857
Total revenues 2,000,000 2,000,000 1,456,985 (543,015)
EXPENDITURES
Current:
Highways and Public Improvements 2,421,000 3,184,745 2,045,604 o (1,139,141)
Total expenditures 2,421,000 3,184,745 2,045,604 (1,139,141)
Excess (deficiency) of revenues
over (under) expenditures (421,000) (1,184,745) (588,619) 596,126
OTHER FINANCING SOURCES (USES)
Sources/(Uses):
Beginning Fund Bal Appropriated 142,375 806,120 (806,120)
Transfers from General Fund 278,625 878,625 878,625 -
Sales Tax Revenue Bond - - - -
Sale of Bonds - Premium - - - -
Capital Leases . = - 5
Total other financing sources (uses) 421,000 1,684,745 878,625 (806,120)
Net change in fund balances 290,006
Fund balance - beginning of year 1,682,784
Fund balance - end of year $ 1,972,790

The notes to the financial statements are an integral part of this statement.
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STATISTICAL SECTION
(Unaudited)

This section of Cottonwood Heightsd Comprehen
detailed information as a context for understanding what the information in the financial

statements, note disclosures,and ppl ement ary i nformation says a
financial health.

The five divisions of the Statistical Section are as follows:

9 Financial Trendsincluded schedules contain trend information to help the reader understand
K2¢ (KS [/ Aperbo@nancefahd/elyeiddihiavie changed over time.

f Revenue Capacityt y Of dZRSR &aOKSRdzf Sa O2y il Ay AYyTFT2NXI(GA2Y
most significant local revenue sources, property tax, sales tax, and enterprise fund revenues.

1 Debt Capady: Included schedules present information to help the reader assess the
FFF2NRFOAEAGE 2F GKS /AGeQa Od:ANNByid fS@gSta 27
issue additional debt in the future.

9 Demographic and Economic Informationncluded shedules offer demographic and economic
AYRAOIFIG2NAR (G2 KSfLI GKS NBIFRSNJI dzyRSNEGIFIYR GKS S
activities take place.

9 Operating information:Included schedules contain data to help the reader understand how the
informathA 2y Ay GKS /AGeQa FAYFYyOALFf NBLRNI NBfIlIGSa
activities it performs.

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