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EXECUTIVE SUMMARY

General Fund Revenue Year-over-Year Comparison by Type (includes sales tax transferred to the Capital Improvement Fund 031)

% +-FY17 % +-FY17 % +-FY17

FY 2017 FY 2017 YTD over Proj.over Proj.over FY

General Fund Revenue Type FY 2015 FY 2016 FY 2017 YTD Budget Projection FY17 Budget FY 16 17 Budget
Sales Tax $11,010,763 $12,132,265 $ 5,408,936 $12,959,669 $12,981,524 42% 7% 0.2%
Property Taxes $ 9,840,209 $10,608,571 $10,285,946 $10,670,557 $11,023,233 96% 4% 3.3%
Franchise Tax $ 3,061,207 $ 3,185820 $ 1,912,691 $ 3,225,000 $ 3,268,354 59% 3% 1.3%
Planning Building & Engineering Fees $ 2,578,017 $ 1,873,987 $ 1,275941 $ 2,437,000 $ 2,100,000 52% 12% -13.8%
Recreation $ 1,908556 $ 1,978,866 $ 1,129,236 $ 2,138,900 $ 2,035,088 53% 3% -4.9%
Ice Revenue $ 771,061 $ 753837 $ 522,059 $ 788,000 $ 768,914 66% 2% -2.4%
Licenses $ 412605 $ 456,599 $ 304,897 $ 543,000 $ 479,137 56% 5% -11.8%
Intergovernmental $ 110,775 $ 131,127 $ 132550 $ 179,000 $ 139,072 74% 6% -22.3%
Court Fees $ 99,640 $ 90,239 $ 35346 $ 91,000 $ 90,239 39% 0% -0.8%
Fees/Other $ 315041 $ 504200 $ 318455 $ 542,000 $ 504,200 59% 0% -7.0%
Interfund Transfers $ 2,166,534 $ 2,256,360 $ 1,261908 $ 2,397,547 $ 2,396,614 53% 6% 0.0%
Total $32,274,408 $33,971,870 $22,587,965 $35,971,673 $35,786,374 63% 5.3% -0.5%

Figure ES-1: Park City General Fund Revenues by Type

The following narrative and analysis details
the most recent projections of both the short
and long-range financial outlook for Park
City Municipal Corporation. The analysis is
intended to inform City Council in the
upcoming budget process by illustrating the
potential impacts of pending financial
decisions on the financial health of the City
in both the near and distant future. The
details of  projections, assumptions,
methodologies, etc., are contained in the
body of the report and appendices. This
summary reviews key findings and the most
pertinent details for budget decisions.

Current Economic Conditions

While the effects of the past recession have
had a significant impact on Park City in
2008 and 2009, the recovery in the local
economy has outpaced the gradual and
somewhat difficult recovery experienced on
the national level. This relatively quick
recovery and the addition of new large
lodging developments paired with the
budget reductions instituted in FY 2009 and
FY 2010, resulted in an operating budget

FIAR

surplus during the 2015 fiscal year, as it did
in FY 2013 and FY 2014. In addition to the
return of strong recreation activity over the
last four years, the City has experienced a
recent growth in building activity in FY
2014 and FY 2015. These factors have all
contributed to a recalibration of projected
revenues and a very strong revenue outlook
for Park City.

While Summit County and the State of Utah
have experienced a very healthy economy
over the past year, the nation’s economy
continues to shows many signs of a slow
continued recovery. The Index of Leading
Economic Indicators, produced by the
Conference Board, has been increasing
steadily over the last three years. January’s
findings continued to show positive trends
projected for the next 6 to 12 months.
Current indicators, such as Gross Domestic
Product, Consumer Confidence Index, and
the stock market have shown positive trends
over the last several years. GDP has shown
consistent growth since quarter 2 of 20009.

The DestiMetrics Program  (formerly
MTRIP) is reporting positive data trends in
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EXECUTIVE SUMMARY

the Travel Price Index, enplanement data,
and occupancy. Projected occupancy rates
are up an average 6% over last year levels.
Projected Average Daily Rates (ADR) are
up an average 11.2% over last year and
projected revenue per available room
(REVPAR) is up 10.4% as well. These are
all positive long range trend which
indicating continued growth in the region.
With this year’s positive snow season, the
City has experienced a strong winter season
with January 2017 sales returns up 6.3%
over last year. Strong first and second
quarter sales trends are above the five-year
average and will likely keep the City on
track to meet budgeted sales revenue
amounts in FY 2017 which were set based
on a projected 7% growth over FY 2016.
The Year-to-date sales tax figures thru
January are up 5.7% compared to this time
last year. While the growth over last years is
not at the 7% projection and budget, it is
anticipated that February will also be up
over FY 2016 and sales tax will come in at
or just under the 7% budget.

In addition, the amount visitors are spending
outside of lodging has been increasing as
well. The average visitor spent 9.2% more in
FY 2015 than in FY 2014 and 10.2% more
in FY 2016 than in FY 2015. All this adds
up to strong sales tax in Park City, which,
coupled with above average building
activity and continued consistency in
property tax, leads to positive revenue news
for the City for the foreseeable future.

Short Range Surplus

Stable revenue projections for the current
fiscal year along with a moderately
increased budget mean General Fund

FIAR

surpluses are expected over the next several
years. Surplus General Fund revenue is
transferred to the Capital Fund to provide
ongoing capital replacement needs and to
fund new capital projects. With the some
additional property tax revenue over budget
projections in FY 2017, revenues are
expected to be sufficient to cover operating
costs, debt service payments, and allow the
City to meet many of the City’s anticipated
goals and priorities. It is expected that
revenues in FY 2018 will come in at
projected levels.

While these surpluses continue to paint a
positive picture for Park City, particularly
given the deficits the City has faced during
the budgets of 2009 and 2010, it should not
be relied upon in perpetuity. Much of the
revenue growth is due to dramatic growth in
the sales tax revenue.

This year’s sales tax numbers while strong
at 5.6% growth, begin to show that sales tax
may be starting to level off at a rate more in
line with traditional Park City growth. It has
not been anticipated that growth could
maintain the 10% year-over-year growth
levels seen over the last two years. FY 2017
projected growth rate was set at 7% with FY
2018 set at 5%. Staff feels confident these
levels will hold true. Staff continues to
recommend that surpluses be used primarily
for one-time allocations, such capital
improvement projects.

Long Range Outlook

Although the recovery in sales tax revenue
and the return of building growth to the
property tax “new growth” equation
significantly delays the timeline, as has been

PARK CITY MUNICIPAL CORPORATION
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Figure ES-2: The FIAR Graph

illustrated in all prior FIAR’s, long-term
projections continue to show deficits in
future years. Currently deficits are projected
starting in FY 2022 and continue in
perpetuity. While FY 2022 may seem
several years off, in terms of revenue and
expenditure forecasting it is important to
continue to discuss the underlying cause of
the projected deficits.

There are two key underlying factors for
these future projected deficits. The first is
discretionary growth in operating expenses
(referred to as “operating level of service
increase” in the projections). This is the
anticipated increase in expenditures related
to enhanced levels of service which future
Councils are likely to consider. It is based

FIAR

on the prior experience of the City as
reported in the 2010 SLAC analysis.
However, it is certainly arguable whether
Council will continue to direct staff to
enhance levels of service at the pace of the
last 10 years.

However, it is almost indisputable that over
any span of 10 years, Council will need to
enhance services to some degree, which will
lead to increased overall expense. These
increases are increasingly likely in the face
of the anticipated capital infrastructure
improvements necessary to keep up with
development growth in the next five to ten
years. The projections show that any amount
of new expense for enhanced services will
magnify deficits over the long run.

PARK CITY MUNICIPAL CORPORATION
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The second underlying factor which is the
systemic driving force behind the less than
favorable long-range projections and will be
the most difficult to overcome is effect
which the Truth in Taxation process has on
the property tax base.

Truth in Taxation is the legislative
requirement that the City’s property tax
general levy be adjusted down to collect the
same dollars from existing property and
improvements as the prior year. It is true
that the City collects new dollars from new
growth, but as the City approaches build-out
and settles into a less aggressive rate of
redevelopment, it is unlikely that the growth
in this revenue stream will overcome the
inflation hurdle. Thus Truth in Taxation
effectively strips the inflationary component
from this critical revenue. Property tax
revenue accounts for 31 percent of General
Fund revenue. The end result is a
diminishing of cities’ purchasing power over
time which will eventually lead to deficits. It
also shifts the City’s revenue dependency to
less stable revenues sources such as sales tax
and building fees.

Recent trends in property tax sales and
dramatic increases in property value pose a
secondary problem. As the assessed value of
the City continues to go up, the property tax
rate continues to drop. Because of increasing
assessed values Summit County and Park
City now have the lowest property tax rates
in the entire state of Utah. With current high
property sales not yet factored into the
current assessed value it can be expected
that the property tax rates will continue to
float down to even lower levels. When Park
City is compared to other property tax rates

FIAR

by all 50 states metropolitan areas adjusted
to like comparables, Park City ranks as the
lowest property tax rate at 50" out of 50.
This means Park City has the lowest
property tax rates among all Utah cities and
the lowest compared to all major cities in the
U.S.

The City gets by with low property tax rates
by relying on high sales tax revenue.
However, City Council should be aware that
this places a large reliance on a less stable
revenue source and may ultimately lead to
less revenue to be dedicated to core city
needs and core infrastructure needs.

As the property tax rate, floats down further,
it will have a negative effect on the city’s
ability to take advantage of property value
on new growth. A one million dollar new
growth value would provide nearly 25% less
property tax today as it would have 5 years
ago. This issue will become more
pronounced as assessed values adjust to
current market sales and large new
developments come on line.

Recommendations

The Budget Department recommends the
following solutions for the two identified
factors causing long-term deficits.

First, every level of service enhancement
should be accompanied by an offset when
possible. An offset can be either a revenue
offset (ie: new revenue source, increased tax
or fee, etc.) or an expenditure offset (ie:
reduced budget due to efficiencies gained,
cut to another service in the budget, etc.).

the
that

Second,
recommends

Budget
Council

Department
continue to
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evaluate the current revenue and taxation
policy and adjust it as necessary to establish
a sustainable approach to the long-term
financing of City services.

Although somewhat outdated, the Budget
Department produced a revenue mix
analysis in 2010 which outlined some
possible steps which might be considered in
order to stabilize revenue volatility and
ensure the ongoing delivery of current levels
of service. One suggested recommendation
included the institution of regular, small
property tax increases to keep this revenue
source up with inflation. While increases
would not be necessary in the near future, it
IS important to continue to understand and
make the public aware of the potential long-
term revenue issues. The City must find
ways to keep revenue at levels which will
allow the City to fund future infrastructure
needs which continue to cost more and more
each year. The City must also find ways to
take advantage of strong growth from both
overnight visitors and day guests and the
sharp rise in property market sales.

In past revenue shortfall years’ staff was
directed to explore more thoroughly the
expenditure side of the budget in an effort to
address both long-term and short-term
deficits. This prompted the City to initiate
the Budgeting for Outcomes (BFO) process,
which has been carried out over the last 5
years and continues to be the central theme
for the budget process. BFO will provide
Council with an opportunity to adjust
ongoing expenses and reaffirm current
levels of service.

Regardless of the decisions that Council
makes via BFO, the root problem remains in

FIAR

place. There are inflationary pressures on
all of the expenses in Park City’s budget
over time, and one-third of Park City’s
General Fund revenue does not increase
with inflation, which also affects the new
property tax level of new growth.

The principle of time-value of money is
working against Park City (and all Utah
cities, for that matter) and short of cutting
service levels perpetually, there is no easy
way to overcome projected deficits by
focusing solely on the expenditure side of
the equation.

PARK CITY MUNICIPAL CORPORATION



BACKGROUND

In 2001, the City formed a Service Level

Assessment Committee (SLAC) in order to
determine future expenses and revenues.
The report showed an operating deficit in
future years. At the time Council took
action to minimize this projected deficit by
reducing  $600,000 in  expenditures.
Fortunately, revenues came in higher than
projected.

In fiscal year 2007, the Budget Department
conducted meetings with liaisons from City
Council regarding budget issues. One of the
requests from the Council liaisons to the
Budget Department staff was to revisit the
idea of forecasting revenues and operating,
capital, and debt service expenses for the
General Fund. This is the tenth year that the
Budget Department has prepared and
presented these projections as the Financial
Impact Assessment Report (FIAR).

Purpose

Staff has put together a group of decision
tools to assist Council with the budget
process.  These decision tools help to
provide information about various aspects of
the City when policy direction is being
established. It is anticipated that the FIAR
will be a reference for Council to estimate
the impacts of additional operating and

capital spending as well as policy decisions
in future years.

The primary output of this analysis is a 10-
year projection of surpluses or deficits of
General Fund revenues. Council can use
these projections to plan for future expenses.
Projected short-term surpluses could be used
to fund one-time capital projects, while
projected deficits would require budget cuts
or changes in taxes or fees.

There is a level of uncertainty when dealing
with projections of any kind. The accuracy
of a forecast will most likely decrease the
further out it is from the base year of the
analysis. Therefore, general trends in the
projections are a more valuable output of
this analysis rather than specific data in
future years.

Findings

Figure B-1 shows projected surpluses and
deficits over the next ten years. As found in
fig. B-1, the current forecast shows surplus
revenue until FY 2022. General Fund
surplus revenue is transferred to the Capital
Fund to fund ongoing capital needs and new
recommended projects.

Ten-year Financial Impact Forecast

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Revenue $35,786 | $37,477 | $38,220 | $39,130 | $40,301 | $41,207 | $42,111 | $42,989 | $43,865 | $44,740
Expense $35,613 | $36,573 | $37,380 | $38,453 | $39,870 | $41,512 | $43,199 | $44,932 | $46,711 | $48,540
Rev - Exp $173 $904 $840 $677 $431 -$306 -$1,088 | -$1,943 | -$2,846 | -$3,800
In Thousands
(x1,000)

Aggregate Surplus/(Shortfall) Over Ten-Years (2015 to 2024) RN ISYAPACReLS]

Figure B-1: Projections of Surplus/Deficit (in thousands)

FIAR
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Millions

ASSUMPTIONS & METHODOLOGY

REVENUES

The following revenues were used in the
General Fund projections: Property Tax,

Sales Tax, Franchise Tax, Planning,
Building, & Engineering Fees, Recreation
Fees, Ice Facility Fees, Licenses,

Intergovernmental (or Grants), Court Fees,
Miscellaneous/Other Revenue, and Interfund
Transfers. These revenues were projected
using various methods of trend forecasting
with the exception of Interfund Transfers.
These methods are outlined in the Appendix
under the revenue section. All projections
are based on current local economic
conditions with the assumption that there
will be no significant changes to current tax
legislation. Figure AM-1 displays various
revenue sources for future years in the
General Fund.

Property Taxes

Park City’s property tax collection is based
on numerous factors such as the prior year
collections, collection rate, debt service
needs, total taxable assessed value, and a
new growth component. Each year a mil
levy is set by dividing the “budgeted”
property tax (that is the amount the City
collected the prior year, and it is determined
by the State) by the base assessed value
(AV) for properties and improvements that
existed the prior year. The mil levy is then
applied to any new growth value, which is
what generates any growth in property tax.

To project these amounts, the Budget
Department estimated base AV growth
using an exponential trend. The projected
base AV is used to calculate an estimated
mil levy in future years. This mil levy is
then applied to both the projected base AV

Projected Revenue Sources
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Figure AM-1: Projected Revenue Sources
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ASSUMPTIONS & METHODOLOGY

and the projected new growth to
generate the revenue estimates.

In the process of updating the
base AV projection in FY 2012, it
was found that the methodology
used was inadvertently including
past year’s new growth increment.
This had the effect of double
counting new growth totals,
driving up expected future base
AV and therefore prematurely
driving down the future mil levy.
These low future mil levies were then
applied to projected new growth totals
which resulted in a lower tax value for new
growth than is now expected. The current
base AV projection has been recalibrated to
project base AV independent of past year’s
new growth.

In addition to the change in the base AV
projections a second recalibration in FY
2012 was also necessary for new growth
projections. In past FIAR’s, the Budget
Department had projected new growth based
on a logarithmic trend which would allow
growth projections to settle into a natural
rate of redevelopment over the next 10-15
years. While this methodology did properly
reflect redevelopment rates of a city
approaching build out, it was not correctly
capturing the effects of inflation of future
new growth values. Therefore, the new
growth projection has been recalibrated as
an average percentage of projected AV and
therefore appropriately reflects the correct
proportion of future property base AV. In
FY 2017, new growth figures were updates
to include potential growth in key economic
development areas.

FIAR

Projected Revenue Mix FY 2018

M Sales Tax

M BPE Fees

M Other Fees

Figure AM-2: Projected Revenue Mix

In addition to the general levy revenues, the
City also collects minor amounts for
delinquent taxes, interest on delinquent
taxes, and fee-in-lieu (motor vehicle tax).
Delinquent taxes are also erratic, and a
logarithmic trend was used to project this
based on the thinking stated above. Fee-in-
lieu is fairly consistent and flat, so a simple
average was used for projection.

Sales Tax

Property, sales, and franchise taxes make up
nearly 80% of the total General Fund
revenues. Sales tax has increased at a fairly
steady rate for the past decade peaking in
FY 2008 then dropping during the last
recession in 2009 and 2010. Due to large
resort developments coming online in the
last several years, sales tax revenue has
grown significantly with FY 2016 as the
highest in sales tax generation to date. FY
2017 is currently budgeted at 7% growth
over FY 2016. Sale through January are up
5.6% over FY 2016.

Sales tax has grown significantly in the past
3 years with year-over-year growth rates
averaging 7.9% with growth rates even

PARK CITY MUNICIPAL CORPORATION
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ASSUMPTIONS & METHODOLOGY

higher in the last 2 years. While the Budget
Department is not anticipating a drop in
sales tax in the near future, it must be
recognized that sales tax growth rates at the
current average rate is unsustainable over a
long term trend. The current trend show
continued short turn growth over the next 2
years (7% FY 2017 and 5% FY 2018) with
this trend leveling out and returning to the
long-term trend over the next 10 years.

Sales tax is widely considered a volatile
revenue source and this holds especially true
for Park City as roughly two-thirds of the
year’s sales tax come in the winter months.
This means that the City’s most significant
revenue source is dependent upon a
productive ski season and stable local and
national economic conditions. The method
forecasting future sales tax assumes that
these factors will remain fairly predictable in
future years. The forecasting method will
also smooth out large fluctuations
incorporating only sustained trends when
predicting future sales tax. The larger
collection years are assimilated into the
future projections. The forecasting method
also assumes that there will be no major
legislative changes to affect sales tax
collection for the City. The current long-
range tend line for sales tax is remarkably
consistent with an R-squared value of 0.88.

For short-term projections lodging bookings
data (as reported by DestiMetrics) are used
as an indicator to project visitor nights for
the next 6-12 months. This data can be
somewhat erratic and fluctuates rapidly, but
it provides a more immediate picture colored
by current economic conditions not captured
by the long-term trend.

FIAR

Franchise Tax

Franchise taxes and fees account for about
nine percent of General Fund revenue. This
revenue source has been fairly consistent
each year and is typically charged as a
percentage of sales from utility companies.
Last year the Budget Department used a new
statistical analytics software (BEAM) which
works with the Board budgeting software to
forecast the franchise tax and fees. This
trend is extremely reliable although the
revenue has experience fluctuation recently
due to shifting utility use in
telecommunications.

Building, Planning, & Engineering Fees

BPE Fees are typically the fourth largest
revenue source in the General Fund.
Projection of these fees are subject to the
same issues and concerns outlined in the
property tax projection narrative. They are
tied to growth, which is geographically
bound. Eventually these fees will settle into
a certain level at the natural rate of
redevelopment. Recent local and national
economic recover have led to significant
growth activity and has highlighted the
potential for extreme swings in BPE
revenue. Despite high inspections in FY
2016 BPE fees were down from projections.
FY 2017 has seen similar lower fee revenue.

Therefore, in order to project these fees, a
logarithmic trend is used. This does not
provide a strong predictor in the short-term,
and in the long-term it functions as little
more than an average which increases ever
more slightly from year to year. However,
considering the volatile nature of the
historical data coupled with the lack of a

PARK CITY MUNICIPAL CORPORATION



ASSUMPTIONS & METHODOLOGY

reliable leading indicator for purposes of
econometric modeling, an average is about
the best you can do. The logarithmic trend
at least introduces some additional logic into
the equation. While BPE have been down
significantly during the recession years, fees
were up slightly in FY 2013, significantly in
FY 2014 and 2015, and dipped down
slightly in FY 2016. In FY 2017 the
prediction is for BPE fees to come in
slightly higher than the average, although
potentially lower than levels projected in last
year’s FIAR.

Recreation & Ice Fees

Recreation fees have grown steadily on a
linear trend (R-squared .95). Some might
argue that these fees are subject to the
population growth parameters which bind
new growth related revenues. However, as
the fee levels are reasonably fluid and adjust
with demand, they function on more of a
price inflation basis, similar to sales tax.
Linear growth, then, is reasonable, as well as
historically accurate. Recreation revenue
had been down significantly during the
construction of the MARC, however since
its opening recreation revenues have
experienced a steep rebound.

Ice revenues continue to be projected using
the 5-year Ice Revenue Model. This model
is based on projected fee schedule
adjustments and user growth projections by
activity type. The model is driven by
manager inputs for fee schedule and growth
projections of individual activity types. It is
anticipated that the lIce Revenue Model
projections will more accurately reflect real
changes in actual usage and fee structure
over time.

FIAR
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Other Revenues

Other revenues include licenses including
the festival facilitation fee associated with
business licenses and liquor licenses.
Intergovernmental revenue includes state
and federal grants, state monies for liquor
and drug enforcement, Summit County
Recreation, Arts, & Parks Tax grants,
Restaurant Tax grants, etc. Most grants
received by the City are related to capital or
a City enterprise fund (such as water, golf,
transit), however some apply to operations
like the ice facility or police and end up in
the General Fund. Reimbursed court fees
refer to the portion of fines collected by the
Summit County Justice Court which are
distributed to Park City for police and/or
prosecutorial expense. Any money due to
traffic citation is included in this amount.
Fees/Other contain various revenue types,
interest earnings from funds invested in the
state pool being the largest of these.

Each of these revenues are projected using
some form of time-series analysis, generally
linear. See the Appendix for details.

Interfund Transfers

Interfund transfers are currently based on a
study that determines the amounts to be
transferred to and from the General Fund.
The study was updated by the Budget
Department in cooperation with the Storm
Water, Water, Transit and Golf Departments
in FY 2016, the calculations are updated
annually as part of the budget process. The
study apportions administrative costs to
enterprise fund activities in a manner similar
to an overhead calculation. Future increases
and/or decreases to transfers will be

PARK CITY MUNICIPAL CORPORATION



ASSUMPTIONS & METHODOLOGY

determined once the current level of
transfers fall outside the appropriate range as
defined in the study and updated regularly.

This study does not project changes in these
transfers despite the fact that changes are
anticipated. Any adjustment to the level of
the transfers would be set by policy, and
therefore adjusting these levels would
violate the underlying assumption that
policy remains static.

If, however, they were to be projected, it
should be based on the relative growth of
enterprise funds compared to the relative
growth of the General Fund.

Short-Range Projections

The preceding describes methodology and
assumptions for long-term projections.
However, these projections have been
modified in many cases in the short-term.
Primarily, year-to-date information for the
current year is incorporated into a model
which uses five-year averages of year-to-
date compared to year-end to project year-
end totals for the current year. In the case of
sales tax and property tax, variations of this
methodology are used and the computer
projection is overridden.

In FY 2017, some subjective modification
has been made to sales tax, property tax,
BPE fees, and interest earnings. These
modifications were made necessary due to
current building activities and current sales
tax growth. In all cases, either a simple
multiplier or smoothing factor was applied
to ease the projection back to the long-term
curve.

FIAR
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EXPENSES

Operating Expenses

In the fall of 2009, a committee of City staff
reconvened to update the 2000 SLAC report.
The committee agreed that the most valuable
output from the original report was the
distribution of the increment of operating
expenses over a ten-year period into three
categories describing the nature of the
growth. Efforts were focused on
reproducing this data for the ten-year period
between 2000 and 2010. It was agreed that
the results would tie into the City’s long-
term financial planning and therefore would
be reported in this FIAR rather than as a
separate report.

As part of the update process, the committee
(consisting of Pace Erickson, Kim Leier,
Phil Kirk, Jon Pistey, Thomas Eddington,
Diane Foster, and budget staff) sought to
rename and clarify the definition of the three

Any decrease in program costs due to
efficiencies gained, economies of scale,
reorganizations, etc., would be accounted for
here. Increased costs due to State or Federal
mandates would also fit in this category.

Increased Demand: Any growth in
expenditures due to providing more of the
same service to more population, visitors,
users, lane miles, etc. (e.g., we buy more salt
because we have more lane miles than we
had in 2000). A change in the sophistication
of user or population demand which causes
increased expense could also be accounted
for here.

Increased  Service Level (Council
Directed): Growth in expenses related to
direction given by  Council to

increase/expand new services or the level at
which existing services are provided. Also
operating expenses resulting from capital
projects which represent a greater level of
service, such as the Ice Arena, would fit
(e.g., we buy more salt because Council

SLAC Average Annual Growth (10-years)

categories used in the

2000  report. The [
following  details the 65
three  categories into

Millions

which operating expense
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Figure AM-3: SLAC Results
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ASSUMPTIONS & METHODOLOGY

directed us to salt the roads more often).

The committee sent a survey to managers
which showed the programs run by each
department along with the cost for those
programs. Managers were asked to divide
up their 2010 budget among the programs
their departments run today, calculate the
incremental cost for their programs between
2000 and 2010, and divide each increment
into the categories that best describes the
impetus for the growth (or decline) that
occurred.

The resultant rates of increase from the
SLAC update, specific to General Fund
activity, are as follows: Inflation — 1.1%;
Demand - 2.0%; and Increased Service
Level — 1.4%. A total 4.5% annual operating
increase.

These percentages are applied to FY 2017
budgeted expenditures to project operating
expense growth through 2026 in this FIAR
update. More detailed results of the study
are included in the appendix of the FIAR. In
updating actuals for FY 2014 it was found
that expenditures had grown at a rate which
was consistent with the results of the SLAC
study. Therefore the Budget Department
continues to view the findings of the SLAC
study as the most relevant for projecting
future expenditures.

In addition, as part of the BFO process, the
budget department has used the growth
projections of the SLAC study as the
baseline  target growth rate  when
determining the annual operating budget.

FIAR
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Capital Expenses

Park City finances capital projects in three
manners. First, many capital projects are
financed using specific revenues which are
collected with the sole intention of funding
capital projects. These revenues are
earmarked for capital projects and cannot be
spent on operations. By and large, these
revenues are received directly into the
Capital Projects Fund and never impact the
General Fund directly. Examples of such
funding sources include impact fees, grants,
special contributions and donations, sale of
assets, class B & C road funds, RDA
increment, interest earnings, additional
resort sales tax, etc.

Capital projects are also financed with
excess operating funds from the current
year. This is the portion of General Fund
revenues that remains after all operating
expenses are paid. Essentially, this is the
operating surplus that this report seeks to
define. However, there is the portion of that
surplus that is already dedicated to capital
projects. Although these are non-earmarked
funds, they are committed by Council to
capital projects through the 5-year Capital
Improvement Plan or the Asset Management
Plan.

PARK CITY MUNICIPAL CORPORATION
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General Fund Transfer Projects

Projects FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
CP0006 Pavement Managment Implementation 300,000 440,000 440,000 440,000 440,000 440,000
CP0017 ADA Implementation 5,000 5,000 5,000 5,000 5,000 5,000
CP0036 Traffic Calming 37,500 10,000 10,000 - - -
CP0041 Trails Master Plan Implementation 30,000 30,000 30,000 30,000 30,000 30,000
CP0042 Property Improvements Gilmore O.S. 100,000 - - - - -
CP0061 Economic Development 25,000 25,000 - - - -
CP0074 Equipment Replacement - Rolling Stock 700,000 700,000 750,000 750,000 800,000 800,000
CP0075 Equipment Replacement - Computer 296,000 308,700 308,700 308,700 308,700 308,700
CP0089 Public Art 4,268 - - - - -
CP0089 Public Art 75,000 75,000 75,000 - - -
CP0142 Racquet Club Program Equipment Replaceme 60,000 60,000 60,000 60,000 60,000 60,000
CP0146 Asset Management/Replacement Program 552,709 552,709 552,709 552,709 552,709 552,709
CPO0150 Ice Facility Capital Replacement 50,000 50,000 50,000 50,000 50,000 50,000
CP0191 Walkability Maintenance 40,500 40,500 40,500 40,500 40,500 40,500
CP0217 Emergency Management Program 10,000 10,000 10,000 - - -
CP0229 Dredge Prospector Pond - - - - 150,000 -
CP0250 Irrigation Controller Replacement 20,000 20,000 20,000 20,000 20,000 20,000
CP0264 Security Projects 50,000 50,000 50,000 - - -
CP0266 Prospector Drain - Regulatroy Project - - 300,000 - - -
CP0267 Soil Repository 300,000 - - 1,000,000 - -
CP0269 Environmental Revolving Loan Fund 100,000 - - - - -
CP0280 Aquatics Equipment Replacement 11,250 11,250 11,250 11,250 11,250 11,250
CP0283 Storm Water Utility Study 1,197 - - - - -
CP0290 APP Development (82,248) - - - - -
CP0294 Spriggs Barn (18,312) - - - - -
CP0312 Fleet Management Software - 31,986 - - - -
CP0328 Meeting Documentation Software (20,000) - - - - -
CP0332 Library Technology Equipment Replacement 24,387 24,387 24,387 24,387 24,387 24,387
CP0333 Engineering Survey Monument Re-establish 5,000 5,000 - - - -
CP0334 Repair of Historic Wall/Foundation - 45,000 - - - -
CP0336 Prospector Avenue Reconstruction 170,000 200,000 200,000 - - -
CP0337 Solar Installation - MARC 36,618 - - - - -
CP0340 Fleet Shop Equipment Replacement 15,000 15,000 15,000 15,000 15,000 15,000
CP0348 McPolin Barn Seismic Upgrade 1,400,000 - - - - -
CP0349 Payment for snow storage lot 170,000 - - - - -
CP0351 Artificial Turf Replacement Quinn's - - - - 600,000 -
CP0352 Parks Irrigation System Efficiency Imp 25,000 25,000 25,000 25,000 25,000 25,000
CP0353 Remote snow storage site improvements 25,000 25,000 50,000 - - -
CP0354 Streets and Water Maintenance Building 871,221 1,308,418 596,361 - - -
CP0368 Video Storage Array 40,000 - - - - -
CP0374 Building Permit Issuance Software 218,000 - - - - -
CP0387 VMS Replacement - 40,000 - - - -
CP0400 Guardrail Royal Street and DVD 100,000 - - - - -

TOTAL GF Transfer

5,748,090

4,107,950

3,623,907 3,332,546 3,132,546 2,382,546

Figure AM-4: Capital Expense Projections from General Fund Transfer (FY2017 Budget)

The final method for financing capital
projects is debt, or more specifically, bond
issuance financing. For these projects, the
City issues bonds and uses the proceeds to
pay for the project. The City then makes
debt service payments over many years to
retire the debt. The proceeds are received

FIAR
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directly into capital projects funds and never
impact the General Fund. The debt service
is paid for using various funding sources
depending on the type of debt issued and the
financing strategy.

For purposes of long-range projections, the
relevance of a capital project is determined

PARK CITY MUNICIPAL CORPORATION
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by the type of funding: general fund transfer
(A), flexible (B) or inflexible (C). Type B
projects are not relevant to long-range
projections since their funding will not come
from General Fund or operating revenues.
Expenses for Type C projects will be
accounted for through debt service expense,
so actual project expenses are irrelevant to
this study. Type A projects are relevant
since they impact the General Fund surplus.

Figure AM-4 shows all of the Type A
projects and their requirements of the
General Fund by year, according to what is
currently scheduled in the 5-year Capital
Improvement Plan. These figures serve as
the basis for the capital expense portion of
the long-range projection analysis. Projects
that are intended to have ongoing funding,
such as Asset Management and Equipment
Replacement, were extrapolated out beyond
the 5 years.

Debt Service

The City has five categories of debt: General
Obligation (GO) Bonds, Sales Tax Revenue
Bonds, Water Revenue Bonds, RDA Tax
Increment Bonds, and Notes/Contracts
Payable. GO debt is generally funded by
increased property tax, thus having a net
zero impact on the General Fund. Sales Tax
bonds can be funded using varying
strategies, but are generally retired using
sales tax (or General Fund surplus, for
purposes of this study). Water Revenue debt
service is paid with enterprise fund revenues
and does not impact the operating fund.
RDA debt is paid with RDA property tax
increment, which is earmarked revenue that
does not impact the General Fund.

FIAR
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Notes/Contracts Payable are often retired
using operating revenues.

This study ignores all debt that has no
impact or a net zero impact on the General
Fund. This means that GO debt, Water debt,
RDA debt, and Sales Tax debt funded by
non-operating funds (such as impact fees or
the additional resort communities sales tax)
are excluded from the long-range
projections. Figure AM-4 shows current
debt service amounts that will be paid from
General Fund revenues.

Debt service includes sales tax debt for
2014A sales tax bond. Debt service of the
2014 A is show in fig. AM-5.

Long-Term Debt Service (from General Fund)

Date Sales Tax Revenue
Refunding Bond |Grand Total
2014 A*

"7 $ 169,510 | $ 169,510
'18 $ 169,741 | $ 169,741
'19 $ 169,549 $ 169,549
20 $ 169,587 | $ 169,587
21 $ 169,523 | $ 169,523
22

*estimated - calculation to be determined as part of
budget process

AM-5 Debt

In 2012, Park City votes approved a half-
cent sales tax increase known as the
Additional Resort Communities Sales Tax.
This tax revenue is received directly into the
capital improvement fund (Fund 031) or
debt service fund (Fund 071). It is
anticipated that future sales tax revenue
bonds will be issued against this additional
revenue and will therefore not affect the
General Fund.

PARK CITY MUNICIPAL CORPORATION
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Ten~year Financial Impact Forecast

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Revenue $35,786  $37,477  $38,220  $39,130  $40,301  $41,207  $42,111  $42,989  $43,865 $44,740
Op. Expenses (Base) $31,325  $31,325  $31,325  $31,325 $31,325 $31,325  $31,325 $31,325 $31,325 $31,325
Inflationary Growth $0 $1,013 $2,060 $3,141 $4,259 $5,413 $6,606 $7,838 $9,111  $10,426
Operating LOS Growth $0 $414 $833 $1,259 $1,691 $2,129 $2,573 $3,023 $3,480 $3,943
CIP Expenses $4,109 $3,643 $2,980 $2,545 $2,595 $2,645 $2,695 $2,745 $2,795 $2,845

Debt Service ~ $179 $178 $181 $182 $0 $0 $0 $0 $0 $0

Total Expenses $35,613  $36,573  $37,380  $38,453  $39,870  $41,512  $43,199  $44,932  $46,711 $48,540
Rev/Exp  $173 $904 $840 $677 $431 -$306 -$1,088 -$1,943 -$2,846  -$3,800

*In Thousands (x1,000)

Aggregate Surplus/(Shortfall) Over Ten-Years (2017 to 2026)

-$6,957,724



Budget Summary

Revenue Projections

Description Actual Revenue (15 Years) Average Annual
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Change
General Fund Revenue (thousands) 10 Years (2007 -2016)
Sales Tax 6,844 6,253 6,560 7,847 8,530 8,588 9,205 8,091 8,474 8,989 9,569 9,749 | 10,104 | 11,011 | 12,132 4.1%
Property Taxes 6,091 5,834 6,153 7,244 6,731 6,756 7,141 6,937 7,741 8,647 9,964 | 10,024 9,279 9,840 | 10,609 5.4%
Franchise Tax 1,642 1,703 1,855 2,309 2,715 2,530 2,749 2,720 2,774 2,907 2,816 3,037 3,159 3,061 3,186 2.7%
Planning Building & Engineering Fees 910 1,136 1,122 2,047 2,159 2,611 3,098 1,496 562 825 791 1,020 2,154 2,578 1,874 8.9%
Recreation - - 990 1,067 1,225 1,241 1,287 1,368 1,227 850 1,426 1,689 1,831 1,909 1,979 7.9%
Ice Revenue - - - - 161 407 402 458 459 597 688 662 811 771 754 7.7%
Licenses 36 29 21 88 91 48 173 207 212 228 345 392 423 413 457 41.5%
Intergovernmental 83 7 174 45 179 54 158 84 119 137 147 330 139 111 131 30.5%
Court Fees 66 51 77 103 101 75 92 101 106 95 80 76 86 100 90 23.5%
Fees/Other 788 628 527 815 904 1,090 1,040 646 453 468 465 441 478 315 504 -4.5%
Interfund Transfers - - - - 1,450 1,618 2,350 1,450 1,450 1,520 1,472 1,416 1,347 2,167 2,256 7.2%
Total| 16,460 [ 15,640 | 17,479 [ 21,565 | 24,246 | 25,020 | 27,696 | 23,558 | 23,578 | 25,262 [ 27,763 | 28,836 [ 29,810 | 32,274 | 33,972 3.7%

* Actual in red indicate outliers
Description

Projected Revenue (10 Years)

Average Annual

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Change (10 Years)

General Fund Revenue (thousands)
Sales Tax 12,982 | 13,631 | 14,108 | 14,477 | 14,846 | 15,215 | 15584 | 15,953 | 16,322 | 16,691 2.8%
Property Taxes 11,023 | 11,490 | 11,752 | 12,009 | 12,434 | 12,652 | 12,864 | 13,045 | 13,218 | 13,385 2.2%
Franchise Tax 3,268 3,351 3,433 3,516 3,598 3,681 3,764 3,846 3,929 4,011 2.3%
Planning Building & Engineering Fees 2,100 2,400 2,100 2,100 2,100 2,121 2,142 2,164 2,185 2,207 0.8%
Recreation 2,035 2,091 2,148 2,204 2,260 2,316 2,372 2,429 2,485 2,541 2.5%
Ice Revenue 769 784 800 816 832 849 866 883 901 919 2.0%
Licenses 479 504 528 553 577 602 626 651 675 700 4.3%
Intergovernmental 139 139 139 139 139 139 139 139 139 139 0.0%
Court Fees 90 90 90 90 90 90 90 90 90 90 0.0%
Fees/Other 504 504 504 504 504 504 504 504 504 504 0.0%
Interfund Transfers 2,397 2,492 2,617 2,722 2,921 3,038 3,159 3,285 3,417 3,554 4.5%

Total| 35,786 | 37,477 | 38,220 | 39,130 | 40,301 | 41,207 | 42,111 | 42,989 | 43,865 | 44,740 2.5%
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|Base Expenses

Expense Projections

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Personnel $21,889,072 $21,889,072 $21,889,072 $21,889,072]  $21,889,072]  $21,889,072]  $21,889,072]  $21,889,072]  $21,889,072]  $21,889,072
Materials, Supplies, & Services $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686 $7,585,686
Capital Outlay $437,390 $437,390 $437,390 $437,390 $437,390 $437,390 $437,390 $437,390 $437,390 $437,390
Interfund Transfer & Contingency $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226 $1,413,226
Other

Total: $31,325,374 $31,325,374 $31,325,374 $31,325,374]  $31,325,374]  $31,325,374]  $31,325,374]  $31,325,374]  $31,325,374]  $31,325,374]
[CIP Expenses $4,108,774] $3,642,593] $2,979,983] $2,545,389]  $2595,389]  $2,645,389]  $2,695,389]  $2,745,389]  $2,795,389]  $2,845,389]
[Debt Service $179,007 $178,297| $180,897 | $181,697 $0] $0] $0] $0] $0] $0|
|Inf|ati0n/Demand Expense Growth

3.32% 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Personnel $0 $725,823 $749,890 $774,756 $800,446 $826,988 $854,410 $882,742 $912,013 $942,254
Materials, Supplies, & Services $0 $251,535 $259,875 $268,493 $277,396 $286,594 $296,097 $305,915 $316,059 $326,539
Capital Outlay $0 $14,503 $14,984 $15,481 $15,995 $16,525 $17,073 $17,639 $18,224 $18,828
Interfund Transfer & Contingency $0 $21,300 $22,006 $22,736 $23,490 $24,269 $25,073 $25,905 $26,764 $27,651
Other

Total: $0 $1,013,160 $2,059,916 $3,141,382 $4,258,708 $5,413,084 $6,605,737 $7,837,938 $9,110,998|  $10,426,271
|Expanded Level of Service Expense Growth

1.31% 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Personnel $0 $287,233 $291,002 $294,820 $298,689 $302,609 $306,579 $310,602 $314,678 $318,807
Materials, Supplies, & Services $0 $99,541 $100,847 $102,170 $103,511 $104,869 $106,245 $107,640 $109,052 $110,483
Capital Outlay $0 $5,740 $5,815 $5,891 $5,968 $6,047 $6,126 $6,206 $6,288 $6,370
Interfund Transfer & Contingency $0 $21,300 $22,006 $22,736 $23,490 $24,269 $25,073 $25,905 $26,764 $27,651
Other

Total: $0 $413,813 $833,482 $1,259,100 $1,690,758 $2,128,551 $2,572,576 $3,022,929 $3,479,711 $3,043,023




[Interfund Transfers:

Expense Projections

Expenses:

Object Code 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

9121-Fleet Charge Inflation/Demand $384,600 $12,753 $13,176 $13,613 $14,064 $14,531 $15,012 $15,510 $16,024 $16,556
9122-Fleet Maint Charge Inflation/Demand $257,750 $8,547 $8,830 $9,123 $9,425 $9,738 $10,061 $10,395 $10,739 $11,095
9121-Fleet Charge Council Directed $384,600 $12,753 $13,176 $13,613 $14,064 $14,531 $15,012 $15,510 $16,024 $16,556
9122-Fleet Maint Charge Council Directed $257,750 $8,547 $8,830 $9,123 $9,425 $9,738 $10,061 $10,395 $10,739 $11,095
9165-Insurance Fund Charge $444,676 $0 $0 $0 $0 $0 $0 $0 $0 $0
9255-Golf Tournament Youth/Employee $25,000 $0 $0 $0 $0 $0 $0 $0 $0 $0
Contingency $300,000 $0 $0 $0 $0 $0 $0 $0 $0 $0
Total - Inflation/Demand $1,413,226 $21,300 $22,006 $22,736 $23,490 $24,269 $25,073 $25,905 $26,764 $27,651
Total - Council Directed $1,412,026 $21,300 $22,006 $22,736 $23,490 $24,269 $25,073 $25,905 $26,764 $27,651

Assumptions: See SLAC Study

In 2010, a committee of City staff reconvened to update the 2000 SLAC report. The committee agreed that the most valuable output fro m the original report was the distribution of the
increment of operating expenses over a ten-year period into three categories describing the nature of the growth. Efforts were focused on reproducing this data for the ten-year period
between 2000 and 2010. It was agreed that the results would tie into the City’s long -term financial planning to project expenditure growth.

Inflation: Any growth in the cost to provide the same quantity and quality of existing service in 2000. This is basically price increase s (e.g., road salt costs more now than it did then,
even if we buy the same amount). Any decrease in program costs due to efficiencies gained, economies of scale, reorganization s, etc., would be accounted for here. Increased costs
due to State or Federal mandates would also fit in this category.

Increased Demand: Any growth in expenditures due to providing more of the same service to more population, visitors, users, lane miles, etc. (e .g., we buy more salt because we have
more lane miles than we had in 2000). A change in the sophistication of user or population demand which causes increased expe nse could also be accounted for here.

Expanded Level of Service: Growth in expenses related to direction given to increase/expand new services or the level at which existing services are pro vided. Also operating
expenses resulting from capital projects which represent a greater level of service, .

Interfund Transfers: It was determined that the fleet charges (fuel and maintenance) to the General Fund are subject to market forces and will be affected by inflation and increased
discrefionary spending. Therefore the fleet charge projections were calculated using the aforementioned growth rates. All ot her interfund transfers as well as con_tln?ency are set by
policy and were assumed to remain the same. Interfund transfers to debt service and capital funds were éxcluded as the CIP and debt service projections effectively capture this
expense.




SIAC Study FY 2010

DEPT NAME 2000 COST 2010 BUDGET INCREMENT INFLATION DEMAND COUNCIL ANNUAL %
$317,097 $245,224 -$71,873 -$136,050 $19,933 $44,244 -2.54%
BUILDING DEPARTMENT $909,284 $1,739,144 $829,860 $410,080 $302,260 $117,520 6.70%
$694,689 $1,073,369 $378,680 $107,002 $100,670 $171,008 4.45%
CITY COUNCIL $131,345 $217,984 $86,639 $50,803 $21,660 $14,177 5.20%
$234,328 $598,312 $363,984 $151,977 $95,307 $116,700 5.83%
ITY RECREATION $1,368,182 $1,508,534 $140,352 -$240,013 $176,092 $204,273 0.98%
$401,064 $719,026 $317,962 $63,592 $222,573 $31,796 6.01%
COMMUNITY & ENVIRONMENT $90,360 $457,994 $367,634 $20,234 $174,340 $173,060 17.62%
$21,187 $5,999 -$15,188 -$3,184 -$12,004 S0 -11.85%
ECONOMY $309,971 $450,684 $140,713 -$36,745 -$33,360 $210,817 3.81%
$269,826 $370,233 $100,407 $52,515 $35,652 $12,240 3.21%
FIELDS $0 $193,179 $193,179 -$9,687 -$9,687 $212,553 0.00%
$426,546 $797,094 $370,548 $193,444 $86,004 S0 6.45%
FLEET SERVICES $855,608 $2,335,909 $1,480,301 $573,380 $159,748 $747,173 10.57%
$566,573 $675,339 $108,766 $63,608 $54,158 -$9,000 1.77%
GOLF PRO SHOP $540,703 $597,008 $56,305 $36,136 $20,170 $0 1.00%
$449,179 $602,813 $153,634 $17,769 $35,920 $99,945 2.99%
ICE FACILITY $0 $820,584 $820,584 $84,528 $84,528 $651,528 0.00%
$14,814 $115,617 $100,803 $15,000 $43,000 $42,803 22.81%
EGAL $456,140 $808,107 $351,967 $42,914 $221,329 $87,724 5.89%
$503,598 $845,171 $341,573 $157,770 $169,519 $14,284 5.31%
PARKS AND CEMETERY $1,063,192 $1,372,435 $309,243 $76,873 $90,666 $141,704 2.59%
$802,678 $945,294 $142,616 $37,591 $221,096 -$116,070 1.65%
POLICE $2,158,186 $3,520,444 $1,362,258 $297,903 $753,045 $311,310 5.01%
$191,691 $288,520 $96,829 -$12,065 $35,174 $73,720 4.17%
STATE LIQUOR ENFORCE $43,530 $66,785 $23,255 $5,395 $7,721 $10,139 4.37%
$154,800 $184,000 $29,200 $13,651 $8,146 $7,403 1.74%
TREET MAINTENANCE $1,452,748 $1,845,168 $392,420 $94,600 $210,560 $87,260 2.42%
$33,063 $80,450 547,387 $11,847 S0 $35,540 9.30%
$811,508 $1,159,710 $348,202 $32,321 $294,066 $21,815 3.63%
$341,557 $634,855 $293,298 $157,602 $122,170 $13,527 6.39%
TRANSPORTATION OPERATION $2,902,837 $6,865,919 $3,963,082 $1,260,620 $761,323 $1,941,140 8.99%
S0 $120,379 $120,379 $60,190 $40,026 $20,163 0.00%
WATER OPERATIONS $2,025,540 $3,889,498 $1,863,958 $307,099 $1,507,035 $49,824 6.74%

All Funds $20,723,708 $36,241,881 $15,518,173 $4,140,584 $6,018,839 $5,540,318

General Fund

$13,832,447

$21,564,650

$7,732,203 $1,849,238 $3,486,067 $2,578,466
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