TOWN COUNCIL MEETING
6401 E. LINCOLN DRIVE
PARADISE VALLEY, ARIZONA 85253

SUMMARIZED MINUTES
August 4, 2008

CALL TO ORDER

Mayor Parker called to order the Town Council meeting of the Town of Paradise Valley,
Arizona, held at Town Hall 6401 E. Lincoln Drive, on Monday, August 4, 2008 at 9:00 A.M.

COUNCILMEMBERS PRESENT
Mayor Vernon B. Parker

Vice Mayor Ron Clarke
Councilmember Mary Hamway
Councilmember Eleet Pam Kirby
Councilmember Scott LeMarr
Councilmember Virginia "Jini" Simpson

Councilmember Brian Cooney was not present.

STAFF MEMBERS PRESENT

Town Manager James C. Bacon, Jr

Town Attorney Andrew Miller

Management Services Director Lenore Lancaster

Planning & Building Senor Planner, Molly Hood

John Wintersteen, Public Safety Director arrived later in the day

ACTION ITEMS

Consideration of Morning Glory Estates Final Plat

Town Manager Jim Bacon introduced the first item and then asked for a presentation by Senior
Planner Molly Hood. Ms. Hood gave a history of the Morning Glory Meadows Estates Final
Plat application including the plat layout, the completion of a Cost Sharing Agreement, a
proposed agreement on issues related to the well site on the platted property and three proposed
stipulations. The Council had a few questions for staff about the well location, the well
agreement, and why the well location was not shown on the plat.

Town resident Jane Cole spoke regarding water use, especially for trees.
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Attorney Jordan Rose spoke on behalf of the applicant, MRA custom homes. She thanked the
Council for the placement of this matter on the August 4 agenda. She stated that the well issue
was not believed to be controversial, thus they did not show the well on the plat, but they will
add notes on the plat if needed, including the Arizona Department of Water Resources well
registration number and the recording number of the private well agreement. Ms. Rose also
stated that MRA will honor the private well agreement and they have proposed three stipulations
that will reflect the rights to well maintenance.

Attorney Doug Jorden, representing Ken Losch who owns adjacent property that uses the water
from the well on the property to be platted, spoke regarding the rights of his client, who owns
two of the lots created in a 3 lot split west of Morning Glory Meadows Estates Final Plat, his
clients lot being part of the so-called “Cornell lot split.” He stated that the negotiation of well
use issues was turned over from Mr. Losch to Tracy Cornell and her attorney, Ron Carmichael.
Mr. Jorden did not represent Tracy Cornell. He believed that through a number of meetings
between Tracy Cornell and her attorney and the attorneys for MRA. a memorandum of
understanding was prepared that was acceptable to his client, but that subsequent changes to the
memorandum of understanding made it unacceptable for Mr. Losch.

Town Attorney Andrew Miller advised that the well agreement was a private matter between the
parties and should not affect the plat. Mr. Jorden stated that he disagrees with Mr. Miller as he
felt that the plat should reflect an undefined easement that is suggested by the well agreement.
Mr. Jorden stated that he believes that the easement is defined as a “floating easement™ to get to
the well. Although the plat reflected a specific 20” easement for well access, Mr. Jorden
questioned whether this would be wide enough to permit maintenance trucks to maneuver around
the southwest corner of the proposed easement to the current well site location. He would like
two more stipulations added to the plat to protect Mr. Losch’s well use rights. Mr. Miller
responded to the proposed stipulations submitted by Mr. Jorden and noted that Town staff cannot
determine where a “floating easement” should be shown on a plat and that if Mr. Losch is not
happy with the easement shown on the plat, then he is perfectly free to negotiate or litigate with
MRA for a different location.

MRA’s attorney, Jordan Rose, then agreed to one of the proposed new stipulations from Mr.
Jorden, designated as #5 in the set of draft stipulations submitted by Mr. Jorden.

Councilmember Simpson then moved to approve the Morning Glory Meadows Estates Final Plat
subject to the following stipulations:

1. The Final Plat for Morning Glory Meadows shall be in substantial compliance with the
Final Plat, Sheet 1, prepared by Fleet Fisher Engineering, Inc., dated July 7, 2008 and
Final Plat, Sheet 2, prepared by Fleet Fisher Engineering, Inc., dated July 1, 2008.
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Within 30 days of approval of the Final Plat, the applicant shall submit to the Town
mylars of the approved plans and an electronic version of these plans in a pdf format for
the Town’s permanent record.

Prior to the recordation of Morning Glory Meadows, the applicant shall provide, subject
to Town approval, all assurances necessary to guarantee completion of the public
improvements on Morning Glory Road and Orchid Lane adjoining the subject property in
accordance with the Final Plat, Sheets 1 & 2, prepared by Fleet Fisher Engineering, Inc.
These improvements include:

i. Installation of new 12-inch diameter water line that will be looped into the
existing 12-inch line in Morning Glory Road and an existing 8-inch water
line to the east in the Merrill Cantatierra Subdivision.

ii. Installation of a new 8-inch sewer line extension that will connect to an
existing 12-inch sewer line located to the east in the Merrill Cantatierra
Subdivision.

iii. Additional pavement on the east side of Morning Glory Road for a total
half street paved section of 13 feet with a two-foot roll curb.

iv. Construction of a new roadway, Orchid Lane, with a 50-foot right-of-way,
with a total paved section of 26 feet with 2’ ribbon curb on both sides,
terminating in a 90-foot diameter cul-de-sac.

v. One additional fire hydrant adjoining the subject property on Orchid Lane
as specified by the Town Fire Marshal.

Prior to the issuance of any building permit in the subdivision, the applicant shall
complete the improvements listed in Stipulation 3.

Prior to recordation of the Final Plat, applicant shall note on the face of the Final Plat the
location and ADWR registration number (ADWR Well No. 55-609285) of the existing
private water well.

Prior to recordation of the Final Plat, applicant shall note on the face of the plat, the
existence of the private Agreement for Water Use governing the use and management of

the private water well, a memorandum of which is recorded at Maricopa County Doc.
No. 19950480898.

Until such time as the water lines for the private well are relocated, Applicant shall
continue to allow access to the well and the existing water lines for maintenance per the
terms of the Water Use Agreement.

Note number 6 on the Final Plat shall be revised to state “....The City of Phoenix and
user of the 20 foot Private Water Easement shall not be required to repair or replace any
obstruction, paving, or vegetation that becomes damaged or must be removed during the
course of required construction, reconstruction or maintenance.”
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Councilmember LeMarr asked whether the Council should include Mr. Jorden’s proposed
stipulation #6. After some discussion it was determined that it was a moot issue.
The Council took a voice vote, with 6 ayes and no nays. The motion passed.

Discussion of Works Study Topics

Mayor Parker made a brief introductory remark that the work study items are big picture items,
that is, policy issues to be presented to the Council on major issues, thus the Council should not
focus too much on the specific details of the issues.

Item 3.a. - Review of recommended budget process changes for FY 2009/2010 budget cycle

Town Manager Jim Bacon introduced this topic by noting that the budget should be more
accurate in projecting actual expenditures and that it should express Town policy choices. Mr.
Bacon then addressed the four goals of the budget process changes he wants to implement in the
future. These goals include greater emphasis on the Council’s role as the policy makers; staff
obtaining clear direction from the Council in how it wants the budget prepared: the
implementation of strategies on how to minimize budget account variances; and how staff will
better address in the budget document/process these purposes. Mr. Bacon stated that the budget
is a policy document, a financial plan, an operating guide and a communications tool.

A number of Councilmembers then provided their thoughts on what the budget and the budget
process mean to each of them. It was stated that the budget process should be transparent; the
Council should have more input on future revenue assumptions; and that zero base should be
used. Furthermore, the budget shouldn’t be static; instead the budget should be addressed
repeatedly during the year allowing adjustments to be made as the budget information changes
during the year, especially revenue information. There was also a desire that that Council
involvement in the budget process should start earlier than March and to complete it in May
because of the possible new Councilmembers coming on board every other year.

Mr. Bacon then discussed three specific changes he would like to make to the budget process: 1)
a new budget calendar; 2) a revised budget document; and 3) a Council-directed budget policy
meeting that would focus on getting Town Council budget preferences and direction to staff
early in the budget process.

Mr. Bacon presented a proposed timeline for the new budget process, which the Council seemed
to accept as a good change. The timeline starts the budget process earlier than in past years,
starting with a policy discussion on 12/10/09 and ending with a final budget to be adopted by
5/28/09. One issue that Mr. Bacon felt he still needed to be resolve is the spacing of proposed
quarterly budget review times as he noted that the revenues received/reported for each quarter
have about a 6 week lag and these would be needed before each quarterly review in order to
make the quarterly reviews meaningful.
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Mr. Bacon then discussed the major contents of the budget documents that should be part of the
new budget process; including an introductory section, policy statements, budget summaries,
program summaries, information on other funds, and a glossary. Mr. Bacon then presented an
example of what a proposed departmental summary would look like. He also noted that the
process would include regular quarterly department summaries that would include salary and
benefits details for each department.

Mr. Bacon proposed a variety of budget information formats. Council expressed a preference for
using the 2008 actual, 2009 estimate, 2009 budget, and 2010 budget details. The relevancy of
the 2010 budget was questioned, and Mr. Bacon explained that he would propose that the
departments will have to start showing much earlier what they are planning in future budgets for
new positions or programs.

Mr. Bacon then addressed how he envisioned future budget workshops being structured—with
an emphasis on the Town Council’s policy setting role. He then gave an example of what such a
policy setting session agenda would look like: 1) budget trends; 2) policy conflicts based on
trends; such as delayed capital items; 3) key financial policies such as reserve levels,
contingency accounts, a comparison of current revenues vs. expenditures, and whether to have
certain dedicated CIP revenues.

Mr. Bacon noted that the budget workshop should include a discussion of differing revenue
forecasts and alternative revenue options, such as using 3 revenue forecasts for any revenue
source of at least $1.5 million or 5% of total government revenues.

Mr. Bacon then explained that a budget workshop should also include a list of all program
expansions that the Council might want to consider, with staff input being a one page list of the
enhanced services and special projects to consider, including CVB and Human Services funding.
Another topic for the workshops could include a review of programs every 2 to 4 years to
determine whether they should be continued or modified. Mr. Bacon gave an example of
reviewing code enforcement and how it’s being done to see if it needed major changes.

Another focus of the workshop would be to identify capital improvement projects (CIP) and
compensation plans policies for the upcoming budget, along with a discussion of expected
carryovers in the CIP and specific Council direction on compensation.

In summary, Mr. Bacon stated that one major focus of the budget process changes he would
propose is that the process starts with Council input and direction that allows staff to prepare a
revised set of budget documents that is more in line with the Council’s policy directions.
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Item 3.b. - Compensation Plan Changes for FY2009/2010 and FY 2010/2011

Mr. Bacon noted that compensation plan changes can be both a long term discussion and a short
term discussion for next year’s budget. He stated that it’s an important discussion and most
likely any major changes in goals will be used for 2010-2011. Mr. Bacon emphasized the
following goals to be discussed by whole council: philosophy, market, plan design, and benefits.

The Council had an extended discussion on pay for performance, its relation to benefits and
whether it could be implemented soon. Mr. Bacon concluded by noting that he cannot determine
from the Council discussion if there is a commitment to pay for performance. He believed that
there are many perspectives on what this means. It was noted that the Council had not even
addressed how a pay for performance plan would measure performance. Mr. Bacon said that he
had looked at a pay for performance transition, but the question became “transition to what?”

Mr. Bacon stated that in the short term the Town should use the present market adjustment
methodology, evaluate the internal relationships of positions, and consider rewarding top
performers who are already at the top of the pay range with one-time payments. He felt that the
Town could establish compensation plan changes for the FY 2009-10 at budget policy retreat.

Mr. Bacon noted that he believes that the question still remained whether to have a pay for
performance plan. He said he was not comfortable that there is a consensus on a pay for
performance plan; and that benefits are another part of the equation to discuss. If it is just base
pay, that is one conversation. If it is broader and includes benefits, then that’s a longer
discussion. The Council then discussed the extent of the benefits plan, whether it needed more
study, and whether a study of benefits should delay salary compensation redesign. Questions
about the use of forced distributions as a vehicle for implementing pay for performance and the
implications of doing all employee reviews at the same time were discussed. Mr. Bacon also
noted that it would also be difficult to do market comparisons with positions in other cities that
do not use pay for performance in the Town’s competitive set.

Mayor Parker inquired where the Council should go from here. Some wanted to have a decision
on pay for performance today, instead of pushing it out for a year. Mr. Bacon stated that his
presentation showed his recommendations, but that he would implement whatever the Council
wants. After an extended discussion of pay for performance plans compared to other plans the
Council did not reach a conclusion on this issue, but stated that Mr. Bacon should continue to
work with the compensation committee to evaluate options.

The Council took a brief recess from 12:30 pm to 12:45 pm.

3.c. — Determination of strategic priority tasks for FY 2009/2010 and FY 2010/2011

Town Manager Bacon stated that a “mission, vision, value” statement is central to the future
success of the Town. He noted that for those cities that have these, if something’s not reflected
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in the “statement™ and its organizational objectives, then the organization should not waste time
doing it. Mr. Bacon then used an illustrative vision, mission, value set of statements to show the
Council how each of the elements of the statement flow from the vision and mission and how the
clarification of a vision can lead to measurable organizational goals and objectives that will
guide the Town’s decisions, programs and use of resources.

Mr. Bacon received a number of comments on how the illustrative vision and mission could
work and be refined. He emphasized that it was not his purpose today to introduce a mission and
vision statement for discussion and adoption as the process of forming a vision mission statement
should include a broad cross-section of the Town and be a process that takes several months of
discussion and clarification to complete. He only wanted the Council to see how the vision
mission statement could work once discussed and vetted; today’s goal being to obtain the
Council’s direction on whether a vision mission statement process should be pursued.

Responding to a question from the Council, Mr. Bacon stated that the goals should be revisited
every 2 to 3 years, with implementation measures being changed every time the Council creates
a new budget. He noted that the “strategic priorities” follow from the prior vision, mission,
values statement, and organizational goals.

Mayor Parker stated that the strategic goals should have some accountability measure. The
Council concluded that a vision mission values statement was worth pursuing in the future.

3.d. - Code Enforcement Program Changes

Lance Decker and John Wintersteen joined the Council for this discussion item. Mr. Bacon
noted that this discussion item will be approached in a similar manner as the Council’s exercise
at its last retreat regarding the special use permit process, with Lance soliciting comments from
the Council using note cards that he would post on a bulletin board for subsequent discussion and
clarification.

Mr. Decker had a number of questions that he had written out for initial discussion purposes. He
stated that he had written these up on the board with the goal of using the questions to narrow the
boundaries of the discussion. One of his initial comments that he felt everyone could agree upon
is that the best code is the one you don’t have to enforce.

The Council then created a number of note cards that identify responses to questions such as:
1. What do we mean by the term “code enforcement™?
2 What are the elements of code enforcement?
3. What’s wrong today?
4. Is there a problem with resource constraints or accountability for enforcement?

The Council then had a broad ranging discussion on these issues, including a discussion
regarding whether there are opportunities to improve the Town’s codes or whether its lack of
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enforcement is the issue. One issue that was identified as a persistent problem needing to be
addressed is the proper management of construction sites, including violations on the sites and
impacts that the construction sites have on the surrounding streets and neighborhoods. Another
area that was identified was the problem of untended, neglected properties that have seemingly
been abandoned by their owners. Another issue of discussion was the effects on the community
from the blading of properties, whereby they become dust bowls, and whether the Town should
mandate the destruction of functionally obsolete houses. Finally, there was some consensus that
the regulation of signs, dead landscaping or items left in the right-of-way or on public property
should be addressed.

After much discussion, it was determined that the next step in addressing code enforcement
would be for Public Safety Director John Wintersteen to take the input from the note cards and
discussion today for the purpose of bringing back a plan to the Council at a future work study
session.

ADJOURNMENT

Motion and vote — Vice Mayor Clarke moved to adjourn. Councilmember Simpson seconded
the motion which passed unanimously.

Mayor Parker adjourned the meeting at 3:05 p.m.
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