
 

SALT LAKE CITY COUNCIL  
STAFF REPORT 

DATE:  May 29, 2007  

SUBJECT: BUDGET FOR THE METROPOLITAN WATER DISTRICT OF 
SALT LAKE AND SANDY 

STAFF REPORT BY: Lehua Weaver  

CC: Lyn Creswell, Sam Guevara, Mike Wilson, Josh DeBry, LeRoy 
Hooton, Susi Kontgis 

The Metropolitan Water District of Salt Lake and Sandy is proposing an operating budget 
of $14,326,941 for fiscal year 2007-08.  The proposed operating budget represents an 
increase of $3,078,219 or 27.4%, which is largely due to incorporating the budget for the 
Engineering Services into the District’s budget. Engineering had previously been included 
in the Capital budget, but since the treatment plant project is coming to completion, 
those functions will now be included with the operating expenses.  In addition, the 
Metropolitan Water District is proposing a budget for debt service of $3,425,000 and a 
budget for capital improvements of $10,690,307.   

The Metropolitan Water District is proposing a property tax increase for fiscal year 2007-
08 to maintain the .00035 rate that was adopted in June 2006.  

On May 21, 2007, the Metropolitan Water District held a public hearing on its budget.   
The Members of the Board are scheduled to consider adoption of the budget at their June 
board meeting. 
 
The Council has traditionally received a briefing on the proposed budget for the 
Metropolitan Water District of Salt Lake and Sandy, but is not required to take any 
official action.  Verbal feedback can be provided to representatives of the District at the 
briefing.  The Council has on occasion also provided written comments to the Salt Lake 
City-appointed board members, of which there are five on the seven member board. Utah 
Code Annotated, §17A-1-502, provides that constituent entities of a special district can 
request a meeting with representatives of a district to discuss the budget.  The law does 
not prevent the board of a special district from approving and implementing a budget 
over protests or objections of constituent entities. 
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Metropolitan Water District of Salt Lake & Sandy 

Proposed Budget for FY 2007-08 
2006-2007 2007-08 

  
2006-07 
Budget 

Engineerin
g Budget Proposed  Difference  

Percen
t 

Change 
Sources of Funds           

  Water sales & other 
operating revenue 

$10,955,000    $12,188,920       1,233,920 11.3% 

  Tax revenue 7,291,297   7,568,115         276,818  3.8% 

  Interest revenue 1,550,000   1,031,081       (518,919) -33.5% 

  Lab fees, power and 
miscellaneous 

20,000   29,200             9,200  46.0% 

  Vehicle sales 15,000   10,000           (5,000) -33.3% 

  Assessments  12,531,336   11,829,514       (701,822) -5.6% 

  Other Revenues  1,775,802   386,869    (1,388,933) -78.2% 

  Bond Proceeds 34,000,000   0   
(34,000,000) 

-100% 

  Use of prior bond 
proceeds/reserves 

18,050,812   8,358,525   
(9,692,287) 

-53.7% 

  Total sources of 
funds 

$85,197,950    $41,402,224  $(43,795,726
) 

-51.4% 

Uses of Funds           

Operations           

  Salaries, wages & 
benefits 

$4,277,937  $546,765  $4,963,523          685,586  16.0% 

  Professional & 
contractual services 

1,323,570 719,600 2,394,423      1,070,853  80.9% 

  Utilities 914,181 3,900 1,567,690         653,509  71.5% 

  Repairs & maintenance 295,242   287,408           (7,834) -2.7% 

  Chemicals & supplies 1,248,074 2,300 1,582,186         334,112  26.8% 

  Property & liability 
insurance 

382,220   447,664           65,444  17.1% 

  Water Treatment-CUP 
Water 

2,210,835   2,487,040         276,205  12.5% 

  Other expenses 376,462 647,120 597,007         220,545  58.6% 

 Operating Expenses   $11,248,722  $1,919,685  $14,326,941   $  3,078,219  27.4% 

  Provo River Water 
Users maintenance 
assessment 

1,256,829   1,384,548         127,719  10.2% 

  Debt service (principal 
only) 

3,432,788   3,425,000           (7,788) -0.2% 

  Interest expense 10,338,316   11,294,021         955,705  9.2% 

  Capital improvements 58,414,277   10,690,307   
(47,723,970) 

-81.7% 
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  Equipment Purchases 507,018   281,407       (225,611) -44.5% 

     Total uses of funds $85,197,950    $41,402,224  
  

(43,795,726) 
-51.4% 

 

KEY ELEMENTS 
The major changes reflected in the District’s proposed budget include:  

 
Revenues 

• Tax Revenue ($276,818 increase to $7,568,115 million) – Tax revenues are 
proposed to increase by $276,818 or 3.8% primarily due to a proposed tax 
increase to both Salt Lake City and Sandy residents. Last year was the first year 
that the District had raised taxes since 1984. This year, the rate will be .00035, 
which maintains the rate that was established 2006-07.  Last year, the District 
voiced their intention to go through the Truth in Taxation process every year in 
order to maintain this .00035 rate. This would provide the District with an 
increase to tax revenue each year, because the static rate would yield higher 
revenues as the values of properties increase. 

Maintaining the .00035 tax rate will result in a property tax increase to the 
certified rate. This increase would represent approximately a $1.93 increase per 
year to Salt Lake City residents on a $200,000 home. The District would hold a 
Truth in Taxation hearing regarding the proposed increase in August.  

The District has two options for increasing revenues: either raise the rates for the 
cost of water sold to member cities and other buyers, or through a property tax 
increase. Last year, the District had several reasons for pursuing a property tax 
increase rather than solely increasing water sale prices. Those reasons continue to 
motivate this year’s increase to maintain the property tax rate. Including, relieve 
strain on member cities water funds, which is where the water sale price increase 
is felt most, and to maintain the balance between the tax revenues and the 
District’s operating expenses.   
 
For Salt Lake City, there has consistently been debate between revenues generated 
by the property taxes or through the water sales to Salt Lake City. Property taxes 
only come from Salt Lake City residents, however the unincorporated County 
residents in the City’s service area also benefit from the water and the treatments. 
They would share the cost in the scenario where water sale prices are increased.   

• Water Sale Revenue ($1,281,920 increase) – The charge per acre foot of water is 
proposed to be increased from $175 to $188. This anticipates 45,000 acre feet to 
be purchased from Salt Lake City, and 16,340 from Sandy City. The budget also 
includes anticipated sales of 3,000 acre feet at $200 per a.f. to Taylorsville-
Bennion / West Jordan. Sales to other utilities is allowed as long as the 
requirements to Salt Lake and Sandy are met.  $600,000 of the increase is due to 
an agreement signed with Jordanelle Special Service District. This agreement will 
reduce Sandy City’s new water supply assessment each year by the same amount. 

• Interest revenue ($518,919 decrease) – Interest revenue is forecasted to decrease 
as the amount of bonding activity has led to an anticipated decrease compared to 
prior years’ interest revenue.   
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• Other revenue ($1,388,933 decrease) – This includes a decrease of $1,148.256 
from Little Dell Dam reimbursements. The remainder of the amount is due to a 
decrease to the amount of grants, settlement agreements, or aquifer storage and 
recovery agreements.  

• Annual assessments to member cities – In fiscal year 2007-08, Salt Lake City’s 
Department of Public Utilities will be assessed $7 million for capital improvements 
of the Metropolitan Water District.  The assessment will continue at the $7 million 
level until the last assessment in fiscal year 2034-35, which will be $3.5 million.  
Sandy City will also be making assessment payments in the amount of $4.2 
million.      

 
Operating Expenses 

• Salaries and benefits ($685,856 increase) –  

o $432,000 of this increase is due to shifting the engineering staff from the 
capital budget to the normal operating expenses. This also includes a 4% 
salary increase for District staff, which includes both COLA and merit 
adjustments.  

o Staffing - The District proposes no changes to the staffing level.  

o Insurance Premiums - The District is anticipating a 10% increase to 
medical premium amounts and a 2% increase to dental premiums.  

o Board Member Salaries – Currently, District Board Members do not receive 
compensation for their service. However, this year includes a proposal to 
include an item for $35,000 for Board Member compensation. It would be 
$5,000 per member. According to District representatives, there have been 
a few inquiries in the past by Board Members regarding compensation for 
their service on the Board. The amount was determined by conducting an 
informal survey of the Jordan Valley and Weber Basin offices. It is not 
expected that every member would accept or request the pay, but the 
amount has been budgeted and will be held in the event that a Board 
Member would request it.  

While the amount of the compensation ($5,000 per Board Member) may not 
be concerning, there may be some policy concerns with this item. Some 
conflicts or appearance of impropriety may arise if the compensation is not 
paid to every member.    

The Council may wish to discuss this further with the Board 
Chairman and General Manager.  
The Council may also wish to ask what the opinion is of the District’s 
legal counsel.  

• Utilities (increase of $653,509) – This increase is largely due to a $504,204 
increase in electricity because of the Point of the Mountain Treatment Plant 
coming online.  

• Professional and contract services ($1,070,853 increase) – The District has moved 
a portion of the Jordan Valley assessment to this cost center.  This increase also 
includes $80,000 for a GIS surveying in conjunction with the Salt Lake Aqueduct 
project. 
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• Chemicals ($334,112 increase) – The cost for various individual chemicals are 
expected to increase, and the amount of chemicals needed will increase because of 
the Point of the Mountain Treatment Plant coming online. 

 
Capital Improvement Projects 

• Capital improvement master plan – Fiscal year 2007-08 will be the ninth and final 
year of the District’s $250 million capital improvement master plan.  The major 
project is construction of a new water treatment plant near the Point of the 
Mountain at 300 West 15000 South (east of I-15) in Draper.  The plant is expected 
to open in July of this year. The last piece of pipe leading to the Treatment Plant 
was laid on April 4.   The master plan also includes expansion of the Little 
Cottonwood Water Treatment Plant and installation of an aqueduct from the Point 
of the Mountain Treatment Plant to the Little Cottonwood Treatment Plant.  
To help fund the implementation of the master plan, the District secured a $34 
million revenue bond in 1999, $20 million in 2003, $90 million in 2004, $82 in 
2005, and $34 million in bonds in fiscal year 2006-07. The District does not 
anticipated issuing any additional bonds in fiscal year 2007-08.  

• Capital improvement projects – A complete list of proposed capital projects is 
contained in the tentative budget (attached).  These projects are summarized as 
follows: 
o $  8,087,807 Capacity Improvements, including $2,228,847 for the Little 

Cottonwood Water Treatment Plant expansion and 
improvements; $3,413,016 for the remainder of the Point of 
the Mountain Water Treatment Plant. 

o $  1,608,253 Improvements of Jordan Valley Water Conservancy District 
(Metropolitan Water District is a 28.6% owner of the Jordan 
Valley Plant.)    

o $  1,500,000 Capital improvements contingency 
o $  1,102,500 Non-capacity improvements, including land acquisition and 

improvements related to the upcoming Salt Lake Aqueduct 
project, and Aquifer Storage and Recovery Pilot project. 

o $     281,407 Equipment purchases, including Filter Actuator replacements, 
scanner, LAN controller, utility carts, etc. 

 

BACKGROUND 
In 1935, the voters of Salt Lake City created the Metropolitan Water District in order to enter 
into long-term agreements to build the Provo River Project including Deer Creek Reservoir.  
The Bureau of Reclamation built the project, and it was necessary to enter into repayment 
contracts to reimburse the federal government for the construction costs plus interest.  The 
Metropolitan Water District is a 61.7% owner of the Provo River Project.  The water rights for 
the Provo River Project consist of water diverted from the Duchesne and Weber Rivers 
conveyed through a tunnel and canal system from the two basins to the Provo River for use 
by the Metropolitan Water District and others.  In order to reimburse the Federal 
Government for the cost of the Provo River Project and Deer Creek Reservoir, the residents of 
Salt Lake City have paid property taxes since 1935.  The Metropolitan Water District 
continues to build dams and facilities such as Little Dell Reservoir.   

In 1990, Sandy City became the second member of the District.  Sandy City sought 
membership in the District to treat its approximately 34 percent water right in Little 
Cottonwood Creek.  Sandy City’s annexation in the District increased efficiencies by 
consolidating water supplies and delivery systems to most of eastern Salt Lake County.  As 
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part of the agreement, the District receives water purchase revenue and ad valorem tax 
revenue from Sandy City.  Furthermore, as a part of the annexation Salt Lake City acquired 
additional water rights in Little Dell Reservoir and $4 million in water transmission mains 
installed on the City’s west side.  Also, the 1990 agreement admitting Sandy City established 
conjunctive water management practices among Salt Lake City, Sandy City, Jordan Valley 
Water Conservancy District and the Metropolitan Water District.   

In 1998, the Metropolitan Water District updated its capital improvement master plan and 
identified $236 million in improvements and expansion of water capacity.  In 2001, the 
District entered into an Interlocal Agreement with Sandy and Salt Lake City for 
implementation of the master plan. The major project is a new water treatment plant near the 
Point of the Mountain in the Draper area.  The Metropolitan Water District owns additional 
water from the Provo River Project (in non-drought years) but hasn’t been able to treat and 
convey the water to users.  Additional water will also be available from the Central Utah 
Bonneville Unit (Jordanelle Reservoir) beginning in 2005.  The District will receive 16,000 
acre/feet of Central Utah Project (CUP) water in fiscal year 2008. In fiscal year 2009, that 
number will plateau oat 20,000 acre/feet.  

The master plan improves redundancy in the event of a water treatment plant or aqueduct 
failure.  Improvements include pipeline connections between the Little Cottonwood Water 
Treatment Plant, the Jordan Valley Water Treatment Plant, and the Point of the Mountain 
Water Treatment Plant.  This will allow flexibilities in shifting water between major north-
south pipelines.   
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