
 

SALT LAKE CITY COUNCIL  
STAFF REPORT 

DATE:  May 27, 2008  

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

STAFF REPORT BY: Lehua Weaver  

CC: David Everitt, Lyn Creswell, Mike Wilson, Josh DeBry, Jeff 
Niermeyer, Jim Lewis, Steve Fawcett, Susi Kontgis 

 

The Metropolitan Water District of Salt Lake & Sandy (the “District”) is proposing an 
operating budget of $12,203,157 for fiscal year 2008-09.  The proposed operating 
budget represents an increase of $358,256 or 3%, which is largely due to personal 
services increases and a larger scale cleaning and maintenance project.  In addition, 
the District is proposing a budget for capital improvements of $6,956,124.   

As a member city, Salt Lake City directly contributes approximately $22.5 million 
annually toward the Metropolitan Water District Budget. This budgetary relationship 
is similar for Sandy City (as the other member city); however, their assessments and 
purchases are proportionately less, due to their smaller population size and cost 
allocations based on cost of service. These budget items include: 

a. An annual assessment to pay for master planned capital projects through an 
Interlocal Cooperation Agreement – included in the Public Utilities Department 
Budget for $7,021,892 each year (through 2035). (Sandy City pays $4,210,322.)  

b. Anticipated annual purchase of water from the District for sale and use through 
the Public Utilities water service – included in the Public Utilities Department 
Budget for 46,000 acre feet of water; $9,200,000. (Sandy City purchases 
approximately 16,940 a.f.; $3,388,000.)  

c. Property taxes assessed to Salt Lake City residents generates an estimated 
$6,289,133 in tax revenue for the District. (Sandy City tax revenue is estimated 
at $2,138,795.)  

The District’s Board is made up of two members appointed by the Sandy City Council 
and five members appointed by the Salt Lake City Council.  The extensive water 
treatment and delivery functions allow the District to provide water to both member 
cities through purchase agreements, and sales to other entities as available. (For more 
information about the District, please refer to the “Background” section at the end of 
this report.) 

The Council has traditionally received a briefing on the proposed budget for the 
Metropolitan Water District of Salt Lake & Sandy, but is not required to take any 
official action.  
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2007-08 2008-09
Budget Proposed

Sources of Funds
  Water sales & other 
operating revenue

$12,188,920 $13,230,362    1,041,442 8.5%

  Tax revenue 8,489,781 9,124,971       635,190 7.5%
  Interest revenue 1,031,081 881,090      (149,991) -14.5%
  Lab fees, power and 
miscellaneous

29,200 22,300          (6,900) -23.6%

  Vehicle sales 10,000                      -          (10,000) -100.0%
  Assessments 11,829,514 11,366,780      (462,734) -3.9%
  Other Revenues 386,869 68,657      (318,212) -82.3%
  Bond Proceeds 0
  Use of prior bond 
proceeds/reserves

7,441,859                      -     (7,441,859) -100.0%

  Total sources of funds $41,407,224 $34,694,160   (6,713,064) -16.2%
Uses of Funds
Operations
  Salaries, wages & benefits $4,963,523 $5,379,575       416,052 8.4%

  Professional & contractual 
services

2,394,423 2,058,205      (336,218) -14.0%

  Utilities 1,567,690 1,554,579        (13,111) -0.8%
  Repairs & maintenance 287,408 528,655       241,247 83.9%
  Chemicals & supplies 1,582,186 1,631,619         49,433 3.1%
  Property & liability 
insurance

447,664 498,320         50,656 11.3%

  Other expenses 602,007 552,204        (49,803) -8.3%
 Operating Expenses  $  11,844,901  $  12,203,157       358,256 3.0%

  Provo River Water Users 
maintenance assessment

1,384,548 1,357,400        (27,148) -2.0%

  Water Treatment-CUP 
Water

2,487,040 3,117,800       630,760 25.4%

  Debt service (principal 
only)

3,425,000 3,765,000       340,000 9.9%

  Interest expense 11,294,021 11,176,497      (117,524) -1.0%
Capital improvements &

Equipment
12,579,967 6,956,124   (5,623,843) -44.7%

     Total uses of funds $43,015,477 $38,575,978   (4,439,499) -10.3%

Metropolitan Water District of Salt Lake & Sandy
Proposed Budget for FY 2008-09

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

Revenues 
• Tax Revenue ($635,190 increase; 7.5%) – The District’s budget proposes to maintain 

the .00035 tax rate. As such, tax revenues are expected to increase overall by 
$635,190.  

The total revenue budgeted from Salt Lake City property taxes is $6,289,133, which is a 
$361,685 increase over the current fiscal year.   

 

Tax Revenues Comparison
2007-08 2008-09
Budget Proposed

SLC Taxes 5,927,448          6,289,133      361,685       6.1%
Sandy Taxes 2,002,775          2,138,795      136,020       6.8%

Fees in Lieu of Taxes 384,668             557,890         173,222       45.0%
Prior Year's 161,057             139,153         (21,904)        -13.6%

Judgement Levy 13,833               -                 (13,833)        -100.0%
8,489,781$       9,124,971$   635,190$   7.5%

 Difference 
Percent 
Change

 

The proposal to maintain the tax rate at .00035 was introduced in 2006, which was the 
first year that the District had raised taxes since 1984. As approved by the Board, the 
.00035 rate was adopted in 2006 and 2007.  The District Board has adopted a policy to 
go through the Truth in Taxation process every year in order to maintain this .00035 
rate. This provides the District with an increase in tax revenue each year as the values 
of properties increase, and it addresses the certified tax rate diminishing over time, 
which then necessitates a large increase sometime in the future. 

Maintaining the .00035 tax rate will result in a property tax increase to Salt Lake City 
and Sandy residents. For Salt Lake City residents, this increase would represent 
approximately a $2.35 on a $200,000 home per year (assuming a 6.1% increase in 
property valuation). The District would hold a Truth in Taxation hearing regarding the 
proposed increase in August.  

The District has two options for increasing revenues: either through the rates for the 
cost of water sold to member cities and other buyers, or through a property tax 
increase. The reasons to increase property taxes include, to 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.  
District staff will continue to monitor the tax rate and anticipated levels to recommend 
the proper course of action. 

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 ($1,041,442 increase) – The charge per acre foot of water is 
proposed to be increased from $188 to $200. This budget anticipates 46,000 acre feet 
to be purchased by Salt Lake City, and 16,940 a.f. by Sandy City. The budget also 
includes anticipated sales 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 
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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 ($149,991 decrease) – Interest revenue is forecasted to decrease as the 
amount available from bonding is used toward the capital projects. It is anticipated that 
the bond funds will be used by the end of fiscal year 2007-08.   

• Annual assessments to member cities – In fiscal year 2008-09, Salt Lake City’s 
Department of Public Utilities will be assessed $7 million for the city’s share of the 
Point of the Mountain Treatment Plant constructed by 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 ($416,052 increase) –  

o Staffing - The District proposes the temporary addition of one employee to assist 
in the transition of an operator who is retiring at the end of the year.  

o Insurance Premiums - The District is anticipating a 3.49% increase to health 
benefit premiums. This is a modest increase, given what City departments are 
experiencing. The District uses a Health Savings Account program for employee 
contributions, and this greatly assists in keeping costs lower.   

o Board Member Salaries – Historically, District Board Members have not received 
compensation for their service. However, last year the Board approved an item 
for Board Member compensation. It is $5,000 per member; $35,000 total. The 
amount was determined by conducting an informal survey of the Jordan Valley 
and Weber Basin offices.  There is no proposed change to this amount. 

• Central Utah Project Water Assessment ($630,760 increase) – the assessment is based 
on 20,000 acre feet of water, which is an increase of 4,000 acre feet. The price per acre 
foot is $155.89. 

• Repairs and Maintenance ($241,247 increase) – largely due to $235,000 for costs 
associated with cleaning three drying beds. 

• Professional and contract services ($336,218 decrease) – As the master plan projects 
come to completion, various costs will be reduced. This represents a reduction of 
$130,000 for a GIS project that has been completed, $100,000 for project management, 
and $100,000 for the 2008 master plan update.  

 

Capital Improvement Projects 

• Capital improvement master plan – Fiscal year 2007-08 is 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 master plan also includes expansion of the 
Little Cottonwood Water Treatment Plant and installation of an aqueduct from the Point 
of the Mountain Water Treatment Plant to the Little Cottonwood Water Treatment Plant. 
The master plan project will be complete during the 2008 summer. 

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 million in 2005, 
and $34 million in bonds in fiscal year 2006-07.  The debt service payments for these 
bonds extend through 2037.  
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The Council may wish to ask about future plans for other large scale capital 
projects. 

• Capital improvement projects – A complete list of proposed capital projects is contained 
in the tentative budget (attached).  These projects are summarized as follows: 
o $  3,377,280 Non-capacity improvements, including Little Cottonwood Water 

Treatment Plant solids handling project and post-treatment 
chemical building, replacement at the Terminal Reservoir, lab 
equipment, etc. 

o $  1,708,077 Capacity Improvements, including $1,289,500 for the Little 
Cottonwood Water Treatment Plant onsite improvements; 
$418,577 for outstanding claims. 

o $  1,238,767 Improvements of Jordan Valley Water Conservancy District 
(Metropolitan Water District is a 28.6% owner of the Jordan 
Valley Plant.)    

o $     632,000 Capital improvements contingency (10%) 
 

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 
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 at 
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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The Council has traditionally received a briefing on the proposed budget for the Metropolitan 
Water District of Salt Lake & 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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