Sierra Vista City Council

Work Session Agenda
April 16, 2015

1. Call to order — 4:00 p.m. in the City Hall, Council Chambers, 1011 N. Coronado Drive,
Sierra Vista, Arizona.

2. Presentation by the Citizens' Advisory Commission

3. Adjourn

City Councit work sessions are informal meetings of the elected body designed to allow the Mayor and Council
Members to prepare for upcoming regular meetings, have staff briefings on issues, and provide an opportunity for
more detailed discussions amongst themselves. The meetings are limited by City ordinance to 90 minutes, and in
accordance with the State Open Meeting Law, no discussion ¢an take place on issues/topics that have not been
posted on the agenda at least 24 hours in advance. The public is welcome to observe the meetings in person or on
Cox Channel 12, but time is not reserved on work session agendas for public comment. The public may, however,
address the City Council at their regular twice-monthly meetings or share written views through the City’s website,
www.SierraVistaAZ. gov,




Work Session Minutes
April 186, 2015

1. Mayor Mueller called the work session to order at 4:00 p.m. in the Council Chambers,
1011 N. Coronado Drive, Sierra Vista, Arizona.

City Council Members:

Mayor Rick Mueller — present

Mayor Pro Tem Bob Blanchard — present
Council Member Alesia Ash — present
Council Member Gwen Calhoun — present
Council Member Rachel Gray — present
Council Member Hank Huisking — present
Council Member Craig Mount — present

Others present:

Chuck Potucek, City Manager

Mary Jacobs, Assistant City Manager

Tom Alinen, Police Chief

Adam Thrasher, Deputy Police Chief

Jill Adams, City Clerk

Scott Dooley, Public Works Director

Sharon Flissar, Engineer

Pam Weir, Management Analyst

David Felix, Finance Manager

Don Brush, Acting Director, Community Development
Barbara Fleming, Human Resources Director
Victoria Yarbrough, Leisure & Library Director
Citizens Advisory Commissioners

2. Presentation by the Citizens’ Advisory Commission

Mayor Mueller stated that since the presentation is budget related, there will be a public
hearing once a complete budget is presented, thanked the Citizens’ Advisory Commissioners
and introduced Ms. Liz York, Chair of the Citizens’ Advisory Commission.

Ms. York stated that the Commission appreciates the opportunity in order to give the final
recommendation to Council. The Citizens’ Advisory Commission is a unique commission and
they don’t meet on any given schedule. They are only called to serve when the Council asks
the Commission to look into a task that is important to the community in general. Some of the
things that the Commission has looked at in the past have been Capital Improvement Projects
and a couple of years ago, the Commission looked at the revenue services. At that time the
Commission found that the revenues coming into the City supported and were able to sustain
the services that were offered. Council has asked the Commission to look at this again.

Ms. York introduced the members of the Citizens' Advisory Commission and stated that the
Commission is made up of general citizens that are retired. full time workers, teachers,
preachers, work in retail, work for contractors and the main thing is that the Commission is a
nonpartisan commission. They come with no agendas to the table. The only agenda that they
have is to fulfill the tasking given to them at that time to the best of their ability using public
opinion, using the facts available and coming to the conclusions that they feel as a whole, as a
team, are the best to give to Council.



Ms. York stated that over the past six or seven years there has been great recession and there
has been a lot of attrition in the City. The City has lost over 25% of its members and about 70
workers that left mostly through attrition. The people that were left helping with those jobs,
have split the jobs. The City saw what was coming so instead of hiring new people, they did
not hire new people, they split the jobs from the people that left and the people remaining
fulfilled those duties plus their own duties.

The Commission has also seen the retirement cost for public safety. The State System has
performed poorly. There was a settliement that caused big bucks state-wide. The salaries in
the City are not competitive. There was a salary freeze that leads to compression and a study
that was done that recommended that the City needed to put about a $1.2 Million into it to
bring the salaries up to where they can be competitive.

The Commission looked at revenues coming in which was what the Commission was tasked
to look at. The General Fund makes up about 42% to 44% of the City's total budget. The City
budget is about $73,500,000 and of that in the Genera! Fund there is about $32,500,000. The
Commission was asked to look at this because those are the monies that the Council has
control over. Those are monies and revenues that Council has a say about what to do; the
others Council does not. The Commission concentrated on revenues going into the General
Fund.

The Commission had presentations by every department head in the City and each
presentation held the department heads outlined the needs and concerns of their particular
department. It was eye opening when the Commission saw the problems that the attrition has
caused. The attrition from losing people in the different departments, the departments are
stretched thin now and it is beginning to show.

Ms. York reminded Council that the Commission had stated a couple of years ago that the
revenues are ok and the City services can be supported. The Commission came to an
agreement that the City cannot do that any longer. Something needs to be done. The City is
now stretched thin.

The Commission looked at all of the latest projections and parsed through every revenue
stream that was under the control of Council. The Commission also wanted public input and
there questions on line on the City website. The Commission also held two public meetings.
This was done in an eleven week period because that was what the Commission was given.
The last time that this was done, the Commission had five months. It was very intense as
normally the Commission would meet once a week and this time that could not be done. The
Commission started meeting once a week, then it went to twice a week and then there was
one week with four meetings in a week because the Commission wanted to make sure that
they were present at the public meetings as well. Then there was an extra meeting added
because there was still not enough time and the commissioners put in a lot of hours before
hand to go over the reports by each department head which are 30 to 40 pages long.

There were two public input meetings, one on a Thursday night and one on a Saturday
morning. Eight-six people signed into the meetings and there was a headcount. The
Commission had them fill out sheets of questions if they wanted to participate. The
Commission also had questions on the City Face Book and on Speak Up Sierra Vista. There
were 56 users that participated in that with lots more than one suggestion.



At the public meetings, the Commission divided the citizens that came into three to six groups
and they went over their concerns, they looked at the questions that the Commission had
come up with and the City’s department heads were available at each public input meetings in
case there were any questions, which was truly appreciated by the Commission and the
public.

Ms. York noted that there were both City and County residents participate. The County
residents that participated use the City services as well and they wanted to also know what
was going on. This is important because quality of life, as the Commission went through this
process, became very important and was one of the priorities of the commissioners and of the
citizens that came to the public input meetings.

Ms. York stated that it was interesting to find out that a lot of the Commission’s priorities
intertwined with the priorities of the general public that came to the meetings and that
answered the questions on the website. She also stated that being on the Commission: she
has found that is like watching a pure democratic process work because no agendas are
brought to the table. There is trust in what is being done and time and time again, no matter
what the tasking is that the Council has given the Commission, what needed to rise to the top
did through everybody’s hard work and from the public input.

The Commission found the following:
-  Street maintenance was very important as it was with the Commission:
- Economic development, marketing, bringing in more people to the area to increase the
economy and not to depend so much on Fort Huachuca:

Ms. York stated that economic development, marketing and tourism were important.
- Public safety was very important;

Ms. York stated that the City's compensation for both the police and fire along with the City's
regular city workers needs to be addressed. The Commission found that for public safety both
the police and fire are paid between minimally 18% to 19% less than any other city of Sierra
Vista’'s size in the whole state. This is a concern because they are not going to stay in Sierra
Vista and work.

- Leisure services had strong support from both city and county because it is a quality of
life issue;

Ms. York stated that people think that Council needs to lock at the Cove as one of the way to
save money and there are things that are coming up in the Cove, i.e., replacing the wave
machine for about $300,000 and maybe that does not need to be done. People that were
spoken to as she went from group to group in the public meetings were willing to see that goin
order to keep the Cove as a whole. She was also surprised and happy to hear that people
stood up and said that they want to keep the services that they have and they are willing to
look at a very moderate tax increase. People understand that in order to maintain the quality of
life that they have in Sierra Vista that they also have to do a little bit of a sacrifice too. There
were also people that sated to not raises taxes at all; but there were a lot that stated that they
would support a moderate tax raise.

- Tiered tax structure for items over $5,000:



Ms. York explained that this is a win-win situation in that it would bring in more shoppers in the
community and those shoppers that come into the community don't just come in to purchase
that one item and then run. They wili stay in the community and they may go to the
restaurants, they may go to the bars, they may go to other places to shop. With the tiered tax
structure from $1 to $5,000, at the basic retail tax, and then over $5,000 the Commission
recommends anything from 1% to a 1.75% instead of the regular tax structure.

- Police coverage;

Public safety is important and police coverage seemed to be adequate to some and to others,
it was not. They did support that the City needed to bring compensation up so that the City is
not losing police officers and the Commission found out that right now the City has 34 police
that are on patrol. For a city the size of Sierra Vista, minimally, there should be 47 to 48 police
officers. If the City is down to a skeletal crew of 34 and then there are some that have to go
on light duty, there is a problem with coverage. Then there are others that will take other jobs
for higher pay.

- Unfencing the Capital Improvement Fund;

The Commission as a whole iooked at the Capital Improvement Fund and would like to
recommend unfencing it. This does not mean that Council is unfencing the whole thing. There
is money that is there that is restricted to pay the City's debts; but there is about $1 ,200,000
that could be unfenced. It is not marked right now for anything; it is just kind of an in case of a
rainy day this may be needed to do something for building maintenance. The Commission
would like to see it unfenced and put into the General Fund and perhaps consider using it for
compensation for salary increases.

- Vista Transit and King's Court

Ms. York stated that there were comments. These are quality of life issues but the public did
want to bring them up.

The Commission would like to recommend additional investment in:
- Street maintenance;

Street maintenance was very important to the vast majority of people that came to the public
input meetings, that commented on-line, and also to the Commission itself. Unless the City
takes care of the streets, the City cannot hope to bring in more people into town. One of the
things that businesses look at is what is the community like, what is the quality of life, how is
this going to help their employees and do they want to live in Sierra Vista. They don’t want
them to drive into town and get sucked into the first pothole that they drive over. The
Commission would like to recommend $600,000 to $1,000,000 increase per year in street
maintenance. This will end up saving the City in the iong run. Right now, all that is being done
is putting bandages on the streets. The City is using lower level materials that do not last a
long time. If this continues, within five to seven years, the City may need to replace whole
streets. If the amount was increased on what is being spent to fix the streets, the streets will
last a lot longer and the City won't have to look at the higher replacement cost later on.

- Economic development and tourism

The Commission is recommending on one of the higher priorities a $25,000 - $300,000
increase per year. The City needs to work on bringing more businesses into town and part of



this money would go for that to bring in businesses and shoppers and to work on marketing
Sierra Vista. The City has already started a branding campaign and this would go along with it
and not be so dependent upon Fort Huachuca. The City would be able to stand on its own.

- Classification and Compensation Implementation

The Commission would like to recommend $1,000,000 per year to be added to bring the
salaries that are low up to at least a minimum range, where they are equal to some of the
other cities. The City can’t keep paying people a lot less and then when people leave add
more work to them. Right now it is at a point where services are going to be impacted and
there is going to be a lot of problems with that. People are not going to want to say.

- Vehicle rotation and capital maintenance;
The Commission would like to suggest a $900,000 - $1,000,000 per year increase in that. *
- Staffing increases up to $1,100,000 in the following areas;

The neighborhood enforcement is one officer down and it is a minimal amount to hire another
officer in the whole scheme of things. Right now, the department is 750 complaints behind
because there is only one officer. These are complaints from the community that they are
concerned about different safety issues.

Staffing for police officers. The Commission is not stating to do it all at once. The department
is down and should be minimally at 47 to 48 according to standards for the size of Sierra Vista.
The Commission is asking Council to consider looking at increases of a couple; they realize
that it takes awhile to train.

- Administrative positions;

The Commission is worried now that the administrative positions have been holding their own
but they are stretched with 25% manpower down, 70 jobs down. Now it will start impacting
levels of service to the community. They are going to have to start prioritizing instead of being
able to take care of everything as they have been doing. They have been doing a great job.

Ms. York stated that the Commission did not want to outline specifics but they did want to
mention that the public and the Commission thought that were some areas where with the
Cove, Vista Transit and Library that where things could be cut. The Commission does not want
to do away with anything, they are not saying that because these are quality of life issues; but
they need to be addressed. There are some areas where money could be saved.

- Unfencing the Capital Improvement Fund;

Ms. York stated that the Commission was not touching the debt amount. The Commission
wants Council to unfenced that rainy day and free it up and take it out of restricted funds
because right now it can be used for anything other than in the Capital Improvement Fund.
The Commission would like to put it into the General Fund. There are immediate needs that
are needed right now.

- Increase the retail sales tax with a tiered rate for purchases over $5,000



Ms. York stated that it is a moderate tax increase and the Commission has provided various
options with ideas on monies that would be increased if the City did any increase from a .2%
to a.5% increase. The Commission provided four different options along with examples of how
each of those options would work with the monies that would come in with each one of those
options.

Along with that the Commission would like for Council to consider the tiered rate for purchases
over $5,000 using the basic retail sales tax for the bottom part of the tier from $1 to $5,000 and
for over $5,000, for large purchases, anything from a 1% to a 1.75%.

The Commission thinks that this would encourage people to come into Sierra Vista to shop
because if they are buying a large item i.e., a car, motorcycie, or diamond engagement ring,
they can buy it for a lot less because of the tiered rate for those items. The additional income
that it would bring in, with the increase in the sales tax, it could be anything from over a little
over $1 Million to a little over $2.5 Million.

- Increase bar and restaurant tax

Right now it is a 2.60 and the Commission is suggesting a .3 to .4 rate increase and this would
bring in an additional $221,000 - $300,000 a year.

- Increase various user fees

Council has control over these and one of the things that the Commission believes would be a
lot easier are the ambulance fees so that they are a one set fee instead of the two different
fees. There are two different set of fees, one for the Sierra Vista Ambulance and one for the
Fry Ambulance and now with Sierra Vista Fire working on the integration agreement with Fry
Fire so that they both work together and can answer each other’s calls then it would make
sense to have one ambulance rate.

There are also other fees that can be looked at with Animal Control. Their adoption fees are
low and the Commission is suggesting a moderate increase along with library fines and police
report. All of those fees need to be increased. The Commission believes that the City can find
at least $100,000 in additional revenues if the City goes over some of the user fees and review
them on a set time frame. A lot of these fees have not been addressed in a decade.

Ms. York stated that the Commission did find that the City is well run and she really believes
that the City is well run because as long as she has been on the Commission, she saw back in
2008, when the Council then saw what was coming down the line and there were other cities
the size of Sierra Vista declaring bankruptcy. Sierra Vista was not doing that. The City was
cutting back, recognized the way that the economy was going and did not keep hiring new
people. The City was lucky that with the attrition, the people that the City had working were
willing to absorb the other jobs so that new people were not hired and those monies were not
spent.

Ms. York offered kudos to the City staff and Council because they kept the City out of trouble a
lot longer than other cities. The CAC members are a diverse group that wants to help the
community. There are no agendas and they are only a recommending body providing the best
decisions on their priorities and the public's priorities. It was interesting to find that on s0 many
levels, the public matched those of the Commission. This was a short timeframe and stressfui
process.



Ms. York thanked the department heads and the three City staff that worked closely with the
Commission, Ms. Jacobs, Mr. Felix and Ms. Weir. In closing, she also thanked the Council and
the public.

Mayor Mueller also thanked the department heads, Ms. Jacobs, Mr. Felix and Ms. Weir.

Council Member Huisking voiced her appreciation and stated that she feels under fire so that
the right decisions are made. She also stated that she thinks that the recommendations that
were made sound reasonable, and certainly, for those that have attended several of the
meetings with the CAC, and the public meetings and listening to the constituents around town,
they are in line with what people think is important.

Council Member Ask thanked the CAC appointees, staff and commented on the public
sessions as there was more public input than what she expected.

In response to Council Member Ash, Ms. York stated that the current tax rate is not working
and it is not enough to support the services that the City has now and the City has to
encourage more shoppers and bring more people in. The CAC recommended a very moderate
tax raise. By lowering the top tier over $5,000 the Commission thinks that may be one more
way to encourage people to come here and not only spend for the large item; but stay here
and do other shopping eating, going to bars and etc. The CAC also suggested that if this is
done to try it out for a length of time in order to see if this is something that is going to work.
Council needs to try it out and then review it after five years and see if this is something that
would like to be continued as this is within Council's purview. This is why the Commission
suggested for the top tier to stay within 1% to 1.75%.

Council Member Ash stated that when talking about a modest tax increase and looking at who
lives in the City, for somebody who may be younger or with a family, buying a car at this
moment and due to their own economic crisis, sequestration, they have lost jobs on Fort
Huachuca, buying anything over $5,000 is really not in their purview; but they will see a tax
increase so balancing, lowering taxes or keeping taxes the same on high ticket items that for
somebody that is low-income or who is currently struggling for whatever reason, is definitely
something that needs to be addressed.

Council Member Ash also commented that when it comes to staff pay, class compensation,
she has heard concerns from the public about the fact that there are people in the City who do
not have a job and so staff should be happy quite frankly with the amount of pay that they are
getting. However, something occurred to her, whenever the City has these big studies and the
CAC starts to work on something and the City has Dream Your City, it is the staff who has to
implement all of those big ideas and so the City needs highly skilled with competitive paid staff
if the City wants to accomplish what Council really seeks out as policy.

Ms. York stated that when the City did Dream Your City and had over 500 responses in 2013
and Phoenix also did Dream Your City and they had 300 responses. Sierra Vista has a lot of
people that are concerned about their community and are willing to come to meetings and
offer suggestions and it makes her proud.

Council Member Gray stated that she is also proud of the Commission and stated that Mr.
Thomas is not present today because he is in Washington, D.C. talking to Congresswoman
McSally and in response to the remark of how iucky the City is with the staff stated that it
shows that the City does well in the hiring process. The staff is dedicated and willing to work
with Council.



In response to Council Member Gray, Ms. Jacobs explained that the $200,000 is nongeneral
fund and so the $1 Million is General Fund and the rest would go to the other funds, i.e.,
HURF, Sewer, Wastewater and it includes the burden as the best estimate. Staff is in the
process of fine tuning but it is relatively close.

Council Member Calhoun also thanked the staff and CAC, stated that she appreciates the
different options and inquired about the $5,000 threshold for the suggested tiered system. Ms.
Jacobs explained that there are a number of other communities in the State that implement the
tiered tax. The majority does it at about $5,000 and so really the intention would apply
specifically to large ticket items and would limit the application to those things that could make
an economic impact on the community if there was enough of an incentive to come to Sierra
Vista and it is not just about attracting new buyers. It is also about stopping leakage so that
people don’t go to Tucson in order to make their large ticket purchases so there is enough of
an incentive for them to stay.

Ms. Jacobs further stated that she did take the opportunity to reach out to some colleagues in
the State whose communities have the tiered tax. Out of the ones that she spoke to, they said
that it is more about the leakage and in some cases it is about having an opportunity to attract
dealers to the community, i.e., Avondale who was in the process of starting an auto mall and
they wanted to make sure that they attracted those dealers. Safford wanted to eliminate
leakage to adjacent communities. It was a combination of both; but the bottom line was
attraction of trying to get the larger ticket, largely vehicles to be bought locally because that
provides the biggest bang for your buck in terms of the sales tax dollars.

In response to Councii Member Calhoun, Ms. York stated that the Commission talked about
what could happen if Council puts funds from the Capital Improvement Fund into the General
Fund. It was also talked about with the general public and it may be that the Council may have
to go to bonds and bring it to the general public. That is in an option is that money is moved.

Council Member Mount thanked staff and the CAC for their time and stated that he is ok with
the way the process went and uitimately the responses from the public which certainly
mirrored the CAC. One thing to keep in mind, even with the turnout, is that there were only
about 173 unigue people who actually voiced their opinions. That is a very small percentage, a
10" of one% of the entire population, and so there are still a lot of things that Council needs to
do and find out from the public.

Council Member Mount stated that he is happy that the tiered plan was acknowledged and
talked through to such great detail. The tiered plan was something, and there is no secret
about it, is what he was pushing through. He did not have an opportunity to present this to the
CAC and maybe next time there might be a way to have those ideas from the public to come
straight to the CAC so that there is a much fuller discussion about some of the other ideas as
there are a lot of other ones out there. This idea was briefed to the Chamber of Commerce,
which they endorsed. The hotel association and the EDF also endorsed it along with several
other political groups.

Council Member Mount stated that when one looks at the spending that is being asked for, the
recommendations, and he does not disagree with any of the recommendations that are there;
but the levels being talked about, i.e., $4.5 Million worth of new revenue being raised at the
high end per year, and then another $4.5 Million worth of spending at the high end for
everything, his question to the CAC is did anyone go through last year's budget’s, line by line



to see the expenses that did take place that could be reduced out to maybe keep the taxes
from going up really high. Some members of the CAC in the audience stated that they only
got numbers and that last year's budget, line by line expenses were not presented.

Council Member Mount stated that the reason he brought this up, is if everyone goes back and
takes a look at these budgets, posted on line, and go line by line and start talking about things
like $300,000 in tourism and marketing, if he were to go back and say that the City in its last
year's budget had $312,000 lined up just for advertising and not including what was spentin
economic development, there is money there that could be used and maybe Council has to
find more effective way of using it. He thinks that everyone wants to get to the idea of the
class comp and he believes that it is a great idea also some of the other things; but taxes and
the importance of building markets, if the City raises its taxes too much, the economy is still
weak and that is the reason why the City is going through this process, and the City runs the
risk of making it weaker if the City is not careful. The other point is that the City has low
income families that live in the City and the taxes that are being talked about raising does
include things like food and if someone is on a $200 every two weeks food budget, and the
City starts to raise it, even .2%, .3%, .4% - think of how many gallons of milk or loaves of
bread that are no longer available to go onto the kitchen tables.

Council Member Mount stated that he is very happy with the recommendations that came
through and he thinks that the Council has a lot of work to do and he believes that the Council
has a lot more ideas to explore.

Mayor Pro Tem Blanchard asked if people were talking about the streets as they are now or
are they talking about in the future that the City needs to keep up. The City just paved Fry,
Wilcox and Seventh Streets, the major streets which will last another 15 to 20 years. Ms. York
stated that both, present and the future street maintenance. Public Works told the CAC that
right now they need about 60% of the streets that need to be addressed.

Mayor Mueller stated that the major streets are ok but a lot of the neighborhood streets and
the minor arterials that have not been touched other than only patched in 15 years that is
causing the issue with the public. Mayor Pro Tem Blanchard stated that the City is lucky to
have done the major streets with federal money.

Mayor Pro Tem Blanchard made the comment that when the City first considered doing the
Cove, Council wanted to get 40% of the funding from user fees, and right now the City is
getting something like 48% or 49%. So the City is doing a whole lot better than what was ever
thought it would be doing; but that doesn’t mean that Council can't go back and readjust hours
or something like that. In closing, he aiso thanked the staff and CAC.

Mayor Mueller stated that he is interested in the tiered tax discussions and the CAC'’s report
emphasis what Council Member Ash was saying about it. When Council does something like
this, they need to be reminded that Council’s job as a Council at the end of the day is that they
balance and that is really their challenge.

Mayor Mueller stated that with regard to the property tax rate, each year it can only be raised
so much as dictated by the legislator. For one year it is $151,000 and that is a rate that has to
be visited every year.

Mayor Mueller asked if the CAC consider that if Council is doing that every year anyway,
Council may want to maximize the rate each year for a certain number of years to raise the
property tax. Currently it is $1 per every $100 that is paid comes to the City and that is not a



steep rate when compared to other communities. Ms. York stated that they didn't, they looked
at it and they talked about the property tax and did not go into touching the property tax.

Mayor Mueller noted that the CAC's report talks about fuel sales going up at the yard and
asked if anyone discussed fuel sales at the airport. Ms. York stated that it is included.

Mayor Mueller stated that he agrees with dog license fees going up and told the city manager
that he would like to see the pet adoption fees to be a pay as you go just like it is done for
recreation services. Ms. York stated that the CAC’s suggestion is that it would be an impact if
the cat adoption fees are raised and those should stay where they are; but dog adoption fees
on an average usually are about $75 and in Sierra Vista it is $50, which should be looked at to
$60.

Mayor Mueller stated that finger printing and background investigation fees obviously need to
go up and the bugaboo lighting the fields needs to be looked at.

Mayor Mueller stated that he would love to see the formal endorsements by ali of the groups
that are endorsing the tiered tax plan. In closing, he thanked staff and the CAC members for
their hard work and their dedication to the City.

3. Adjourn
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Mayor Mueller adjourned the work session at 5:08 p.m. /
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