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Scott Jurges, Budget Officer

Staff Re'p_:'or't- Memo

To: Tim Tinge\/ Mayor, ity Council
Date: April 16, 2024

From:

Meeting Requested: Business Meeting X1  Work Session X Other O

Public Hearing Needed? Yes 1 No [ Undetermingd [J
Denied (0 Approv

CM Approval or Denial : eg,g’ Continued (]
CM Signature: = o
/ o

Last updated April 10, 2024

Summary:

This is a writeup of the details of the 2024/2025 Proposed Budget in anticipation of the Tentative Budget that will be
adopted on May 7, 2024. We have utilized the 5-year plan developed over the past year to guide us in development of
this Proposed Budget along with direction provided at the February City Council retreat and by the
Benefits/Compensation and Budget Committees.

General Fund
Fund Balance

We have recently updated our projections for the 2023/2024 budget in both revenues and expenses to attempt to
estimate our fund balance projections for lune 30, 2024. This process included a detailed analysis of each department
and division’s expenditures broken out between personnel and operational costs as well as a monthly analysis of
revenues with projections to year-end values. Early projections of our General Fund ending fund balance for the
2023/2024 budget are $7,711,080 which reflects a decrease of $1,763,195 over the beginning fund balance which is
$1,095,286 better than our current year adopted budget. The $7,711,080 would represent 30.0% of our 2023/2024
budgeted revenues. We are required by state statute to hold 5% ($1,285,500) and an additional $257,100 by City
Ordinance @ 6% ($1,542,600). In addition, there is a reserve for Compensated Absences (PTO/Vacation) that is booked

at about $739,629 each year. That would leave approximately $5,428,852 available for appropriation at the beginning
of our new 2024/2025 budget year.

Revenues
Tax Revenue changes built into the budget (from the current year original adopted budget) include:

o Property Taxes are budgeted at $8,274,455 which includes a new growth projection of $50,000. The certified
tax rate will likely decline from the 2023 tax year rate of .001422 to the 2024 tax year rate that we will know in
early June before we adopt the budget. This growth comes as new structures are built or as unfinished
basements are completed.
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e In2022/2023 we received 59,088,069 in sales tax revenues and in the current year we are anticipating
approximately $9,300,000 in 2023/2024. Based on this growth trend but allowing for some caution when it
comes to future projections, we are going to estimate $9,700,000 for our 2024/2025 budget year which is a
$400,000 increase over what we project in 2023/2024 and $200,000 more than budgeted in 2023/2024.

e County Option Highway Sales Tax is budgeted at $810,000 which is about $12,500 more than we received in
2022/2023 and is $10,000 more than our 2023/2024 budget.

e ' Energy Use Tax built into the budget is $2,580,000 which is $280,000 more than our current budget. This is
close to our current year projections.

e Feein Lieu of Property Tax (Vehicles) built into the budget is $325,000 which is an increase of $25,000 from our
current year budget. This matches our current projections.

* Franchise Taxes (Cable TV) built into the budget is $300,000 which is the same as our current budget. This
matches our current projections.

o Transient Room Tax is budgeted at $180,000 which is an increase of $5,000 over the current budget. This
matches our current projections.

¢ The Telecom Franchise Tax is being considered but is not included in this budget. It is anticipated that this
would generate approximately $300,000 annually.

All of these tax type revenue changes total a $570,000 increase over current year budget which is 2.6% in overall
increase predominantly influenced by the $200,000 increase in Sales Tax revenues, $280,000 increase in Energy Use Tax,

$10,000 in County Option Highway Sales Tax, $5,000 in Transient Room Tax, $50,000 in Property Tax, and $25,000 in Fee
in Lieu of Property Tax.

Other Revenue changes (from the current year original adopted budget):

e Class C Road funds are budgeted at 51,480,000 which is an increase of $80,000 to be more in line with what we
are seeing reflected for the current budget year and what we have seen trending since the 2021/2022 fiscal
year.

s We have also removed the budget for the last payment of $2,002,670 in the American Rescue Plan Act State and
Local Fiscal Recovery Funds grant from the Federal Government as this was received completely in prior years.

» Anincrease of $200,000 in Interest Revenue due to a full year of projected increase in interest rates.

e Anincrease of $5,400 in revenue for early intervention protocols grant for the police. This will be offset with
$5,400 in Expenses.

Total revenues budgeted are $26,158,605 which represents increases of $855,400 (from the current 2023/2024 original
adopted budget) or 3.1% overall increase.

Expenditures

Overall expenditures have been kept in line with our current 5-year plan. Explanations of individual changes are
outlined below:

Employee cost changes include (and have been reviewed with the Compensation Subcommittee):

e Market—There is no market adjustment included.

e COLA-The current COLA is included at 3.0%. The overall impact of this is $325,620. This would be applicable to
all employees who are not out of range. The 2023 calendar year CPI-U was 3.4%.

e Merit—The current recommended merit would average 3.62% or 1 step in the new salary structure for all
employees not at the maximum step. When all employees are considered, the average is 2.66%. This is to

recognize the growth, knowledge, and longevity of those who are not yet at the top of their range. The overall
impact of this is about $231,773.
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Health cost Increase of 6% — We have included a 5% overall health Increase at $50,000, We do not yet have the
actual increase for this but hope to soon. The overall Impact of this increase is $50,000. Dental cost has no
change, This is due to reduced utilization by employees for the past year.

Utah Retirement Systems (URS}— URS has a 1% decrease for non-sworn employees and a 0.3% increase on our
sworn employees, The overall Impact of thisis a $27,433 decrease.

Year over Year annualization of current employee base shows a savings of 577,409 over what was budgeted in
the current year. '

Total employee cost changes results in an increase of $502,551 from the current budgét.

Other Department or Division items that have impact on the recommendation would include:

There were many requests evaluated by myself and the City Manager and discussed during the budget process. Some
requests were proposed to be funded, and others were not. When the option was avallable, costs were reduced to
malke room for recommended cost increases. Recommended cost changes:that were not able 1o be offset by cost
reductions are outlined below.

Elections — We have blannual city elections. We need to reduce 540,000 which was included last year to cover
the city elections last budget year,

City Attotney — cost increase of $7,500 for an inflationary increase that Is tied to the COLA {3%) implemented.
Cottonwood Heights Recreation contributions — reduction of $60,000 for tennis court refinishing and a reduction
of 562,000 for our share of playground equipment upgrades and an Increase of $60,000 for other park
improvements tied to TRCC grants from Salt Lake County.

Mayer and Council- $12,000 overall increase;

o Addition of 5,000 for the South Valley Chamber Membership for a total of $25,000 for this partnership.

o Reduction of $15,000 for travel and tralning.

o Addition of $12,000 to match the lobbyist contracts in place.

o Addition of $10,000 to cover the ULCT and other membership increases.

City Manager — 535,000 overall Increase:
o §35,000 to cover llahility Insurance premium and deductible increases.
Elnance & IT - cost increase of $208,500:
o Addin 867,500 for increases related to the Public Works Building.
Add In $15,000 for software and hardware for 3 police officers added in October 2023.
Add in $60,000 for equipment replacement and Increased costs of equipment and software.
Add in $1,000 for PowerBI software for the palice.
Add in $65,000 to replace the camera systems at Clty Hall. Next year this will be reduced by $30,000 for
cloud storage costs only.
City Hall Maintenance — No changes were recommended.
Community gnd Economic Development {CED) - cost decrease of 54,000:

o $15,000 decrease in Community Renewable Energy program noticing costs.

o  $5,000increase for staff training.

o 56,000 increase for GIS Enterprise license upgrade. This will reside in the IT budget.

Police - cost increase of $415,242: ,

o Addition of the 3 officers added in October of 2023, We added $328,000 in October and the overall cost
needed for these 3 officérs is 5360,000. Since we are comparing to the budget adopted starting in July
of 2023, the net change is the full $360,000.

o Butlerville Day's overtime for the third day of the event including the parade time change 35,000,

o VECC/Versaterm dispaich fees increase 518,665, This increase Is based on adding three new officers
and enhanced call numbers.

o o ¢ O
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VECC/Versaterm records management fees increase $16,050.
EZ Streets software purchase increase $8,737.
Taser body worn camera licenses $8,000.
Chairs in conference room $8,400.
Dynamic Early Intervention Protocols grant expenses related to SB124 $5,400.
c Spillman records conversion avertime reduction of $15,000.
e  Ordinance Enforcement — No changes were recommended.
e Fire —increase of 5224,878, which is a placeholder of 5% as we wait for the final increase amount.
e  Public Works — changes increase of $15,190:
o Reduction of rent for the old office trailer $44,810.
o Addition of costs for utility and operational increases due to the larger facility of $60,000 including
water, sewer, power, natural gas, and cleaning/maintenance.

o 0O O 0 O

Overall, the expenses are recommended at $22,889,930 which is an increase of $1,314,861 when compared with the
original adopted budget for 2023/2024. In summary, this is made up of $502,551 in personnel cost changes,
$224,878 UFA increases, -560,000 decrease in Cottonwood Heights Recreation, $12,000 increase in Mayor/Council
items, $35,000 in City Manager items, -$40,000 in Elections costs, $7,500 in Attorney, $415,242 in Police costs,
$208,500 IT increases, -54,000 in CED, and $15,190 in Public Works increases.

Transfers out of the General Fund:

e Capital Projects Fund $3,000,000 for Public Works capital projects.
e Debt Service Fund in the amount of $2,291,588 for the following:
o land and Buildings $1,490,965.
o Police Vehicles $487,683.
o Public Works Vehicles $312,940.
e Community Development and Renewal Agency (CDRA) Fund $956,001 for the Hillside Plaza Debt Service. This
amount will be about $1,130,000 annually starting our next budget year.
e Storm Water Fund $200,000

o $200,000 to cover the difference between the fee and $1,600,000 in overall funding needed in this fund.

The overall impact of the changes outlined on the General Fund is a use of fund balance of $3,178,914. Current
budgeted ending Fund Balance would be $4,532,166. This represents 17.3% of revenues included in this 2024/2025
budget which is within the limit of 35% outlined in Utah State Statute. We are required by state statute to hold 5%
($1,307,930) and an additional $261,586 by City Ordinance @ 6% ($1,569,516). In addition, there is a reserve for
Compensated Absences (PTO/Vacation) that is booked at about $739,629 each year. That would leave approximately
$2,223,021 available for appropriation at the end of the budget year (June 30, 2025).

Capital Improvements Fund

The Capital Improvements Fund is projected to have a $90,192 beginning fund balance available for appropriation.

Revenues:

e Transfers in from the General fund of 3,000,000

o includes the County Option Sales Tax Funding for transportation of $810,000 and the $400,000 from the
% of the % funds.

o additional transfer of $1,790,000 from the General Fund revenues
= We are projecting $3,542,666 in financing proceeds related to the purchase of Police and Public Works vehicles.
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« We are budgeting $100,000 in interest revenues,
Expenses:

s Qverall Public Worlks Capital Improvements Fund included expenses of $3,150,000:
o Overall street funding included s $2,915,000;
»  City Striping $200,000.
= Roadway Capital Projects $2,715,000.
o Overall sidewalk projects funding included is-$235,000:
»  Sidewalk 50/50 Program $50,000.
* Hazard Mitigation $35,000,
= 1700 East sidewalk project additional cast to complete $150,000,
o We will need to re-budget several projects that will not ba complete prior to June 30 but will take care
of that near September or October of this year,
* Police and Public Works Vehicle replacement expenses $3,542,666
s Total Expenses are $6,692,666.

The overall Impact on the Capital Projects Fund Balance would be a decrease in Fund Balance of $50,000 which brings
the projected ending furid balance to $40,192 available for appropriations at the end of the budget year,

Storm Water Fund

The Storm Water Fund began in June of 2021 to caver storm water maintenance and capital expenses. This proposal
lllustrates a revenue modeled at $7.50 per month per Equivalent Residential Unit (ERU) and associated expense. We will
limit spending to retaln around $500,000 for a minimum fund halance at any given time to allow flexibility with any
potentlal future bonding and/or any emergency repairs and issues that may surface. The Storm Water Fund Is projected
to have a $340,000 beginning fund balance available for appropriation. The reason for this is some emergency repairs

that needed to be budgeted in April of 2024, We plan to allow the fund balance to return to $500,000 at the end of this
budget year.

Revenues $1,426,430:

s 51,406,430 in Storm Water Fee revenue, Manthly billing at $7,50 per Equivalent Residential Unit (ERU). This is

anticipated to escalate near 3% per year going forward. We currently utilize Rocky Mountain Power to collect
these revenues,

e 520,000 In Interest revenue.
Transfers in $200,000:

« Transfer in of $200,000 to get us to approximately $1,600,000 in total annual funds available to cover expenses.
Expenses 51,466,430

« Operational and Maintenance costs of $729,000 which includes about $610,000 in personne! costs.
»  $500,000 for the Supernal Way storm drain reconstruction.

o $237,430 for Flushing out Storm Water manholes aid inlets and raising buried Storm Drain manholes and any
random capital expenses.
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Overall impact to the Storm Water Fund balance would be keeping the same $500,000 ending fund balance. This
targeted ending fund balance to allow flexibility with any potential future bonding and/or any emergency repairs and
issues that may sutface. Each year aftér this we would anticipate expenses to be similar to revenues plus transfers in.

CDRA Fund

The CDRA Furid has a projected beginning fund balance of $1,592,320 for the 2024/2025 budget year. This will be the
fourth year for the Tax Increment Financing (TIF) on the Canyon Centre Parking project. We also have included the
Hillside Plaza shopping center operations in the expenses and revenues,

Revenues:

* 550,000 in Interest on the fund balance.

« $750,000 In Property Taxes related to the Canyon Centre Project. This will need to be trued up when our officiat
distribution of Property Taxes is known,
¢ $550,000 In operational revenue from the Hillside Plaza shopping center,

Transfers In;

s $956,001 transfer in to cover the Debt Service payments related to the Hillside Plaza shopping center due du’ring
the fiscal year. The overall annual impact will be about $1,130,000 in future years.

Expenses:

« 550,000 in miscellaneous professional fees related to CDRA projects.

s 5750,000 in total costs related to the Canyon Centre Project. This will need to be trued up when our official
Property Tax distributioh is known.

¢ $550,000 in operational expenses related to the Hillside Plaza shopping center.

»  $956,001 in Debt Service payments related to the Hillside Plaza shopping center due during the fiscal year, The
overall annual impact will be about $1,130,000 in future years.

The projected ending fund balance in the CDRA Fund is $1,592,320 available for the Fort Union ($1,226,086) and
Cottonwood Corporate Center {$366,234) redevelopment areas.

Debt Service Fund

The Debt Service Fund is projected to have a $12,922,750 fund balance at the beginning of the 2024/2025 budget year.
This amount includes escrow-funds to be used to pay off the 2014 and 2016 bullding bonds on July 1, 2024,

Expenses $17,024,969:

« Police Vehicle Annual fihancing $487,683,

» Public Works light duty Vehicle firiahcing $37,592.

e Payoff for the Police and Public Works vehicle lease $1,810,500,

¢ Public Works heavy duty Vehicle financing $275,348.

¢ Building Bonds _(2014, 2016, & 2021) $569,280.

s Building Bonds (2014 & 2016} payoff from escrow funds $12,922,750.
¢ Public Works Bullding Bend $521,316.

Page G of 7




¢ $500 miscellaneous so we don’t go over our budget.
Revenues and Transfers in $4,102,588:

e Transfer in of $2,291,588.
o Proceeds from the Police and Public Works vehlicle lease return $1,810,500.
e 3500 miscellaneous so we don't go over budget.

+

Overall impact to the Debt Service Fund Balance would be a decrease of $12,922,381 in escrow funds. This will push the
avallable fund balance to $370 at the end of the year. Also of speclal interest Is that the 2014 and 2016 bonds originally
used to finance the City Hall and the Public Works yard will be paid off and will now be serviced with the 2021 refunding
bond that was issued In October of 2021.

Summary:

By State Statuie we are required to adopt a Tentative Budget at the first business meeting in the Month of May, which is
scheduled to occur on May 7, and then put this Tentative Budget out for the public for review and comment. The
Tentative Budget may be altered between that date and the time when the budget is'adopted, which is required by June
22 and scheduled to be adopted on June 18. The City Manager and Director of Finance and Administrative Services
believe this is a good representation of a fair budget considering the current conditions for 2024/2025,

ltems not included:

+ Property Tax Increase. For each 1% increase there would be approximately $82,750 generated.
* Telecommunications franchise tax $300,000
¢ Transportation Fee. No current estimate of what may be generated.

Attachments:

"~ o Fund Summaries, Restrictions, and Transfers (1 page)
» General Fund Summary (4 pages)
o Capital Projects Fund Summary (2 pages)
+ Debt Service Fund Sumrary (1 page)
e CDRA Fund Summary (1 page)
e Storm Water Fund Summary (1 page)
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