TUSAYAN TOWN COUNCIL MEETING

9am-12am
May 18, 2010
Zuni Room
Best Western Squire Inn
74 State Route. 64, Tusayan, AZ

MINUTES
Call to order
by Mayor Pete Shearer at 10:07 am and Pledge of Allegiance.

Roll Call

Members in Attendance:
Mayor Pete Shearer

Vice Mayor Greg Bryan
Council member Al Montoya
Council member Ann Wren
Council member Clarinda Vail

[tem #3- Call to the Public- Moved up to be the first item
Mayor Shearer asks if anyone would like to speak to an item, not on the agenda, and no
one spoke.

Item #4- Approval of the previous meetings minutes-

Ms. Vail moves approval of the minutes of April 20 and April 28™ minutes. Mr. Montoya
seconded the motion. The motion passed unanimously.

(tem #5 & #6 were, partially, discussed together as the AZ DRO presented with the AZ
League of Cities and Towns.)

Item #5- Discussion/Possible action reqarding adopting the Model City Tax Code ~
presentation by Tom Belshe of the AZ League of Cities and Towns

Item #6 Discussion/Possible action—2010-2011 Budget Adoption and Setting
Hearing Date
a. Explanation of Jet-A Fuel {as requested by a member of the public} and
further explanation of the Amusement Tax, as proposed in budget

Mr. Belshe asks how the council would like to go through the document they have
created based on the direction they were given from the council. It was decided that he
would go over each item as the council had previously discussed adopting.

Mr. Belshe introduces Miguel Teposte with the AZ Department of Revenue (AZDOR)
Mr. Belshe, after a question from the mayor, says you can change the rates at any point.
There is a 60-day window from a change or creation, to the effective date. Adopting now

is important because of the July 1 date the council is hoping to implement.

Mr. Belshe introduces Lisa Lako, with the AZ league of Cities and Towns, who actually
prepared the code.



Mr. Belshe and Ms. Lako have reviewed the code twice and are confident there are no
errors, but if any errors have been made the AZ League of Cities and Towns will help to
prepare the ordinances to fix it. They have been over it twice.

Mr. Teposte presents what the AZ Department of Revenue does for towns/cities.
License/compliance, desk audits, and field audit group. Desk audit group does letters
saying what businesses owe. Field audit actually does audits to be sure everyone is
reporting correctly. AZDOR.GOV is the web site.

Amusement ruling is 93-13 and was signed by director of AZDOR in March of 1993.
Federal Airways 49-U.5.C.S.-1513 a Cochise Airlines1980 decision that prevented the
state of AZ from imposing an amusement classification.

Ms. Wren asks wasn't this different than our circumstance because the Cochise case
was flights that were headed to other destinations and not turn around tours like
Tusayan has. Mr. Teposte answers that the case discusses federal airspace and that
even hot air balloons cannot be taxed from this ruling.

Mr. Montoya asks if everything is federal air space. Mr. Teposte states that he is no
expert in federal airspace, but believes that when an aircraft reaches a certain height it is
federal airspace.

Only JET fuel is taxable; the consumption of the jet fuel is what is taxable.

Mayor Shearer asks since this airport is state owned, could it still be taxed. Mr. Teposte
answers that by adoption of double LL it can be taxed.

Mr. Teposte gives some other examples;

If an entity is consuming the jet fuel and is leasing from the state airport it can be taxed.
What if the entity is leasing helicopters to the federal government. The town can tax
those entities, with double LL adopted.

If the state owns and operates the airport can the city tax the jet fuel. It cannot tax the
state owned operations of the state. Contract with a private vendor can be taxed.

Vice Mayor Bryan asks that as long as a separate entity is selling the fuel, even if
consumed by the state but through a third party, is it taxable. Answer was yes.

Mr. Teposte explains that if the 93-13 was challenged and the courts overturned it could
be changed.

Mr. Kolsrud asks if it would have to go to court; couldn’t the director make a different
ruling possibly change it with new information. Mt. Teposte answers it entails a lot of
documentation in order for the director to make a change but the director does have that
authority.

Vice Mayor Bryan asks if we can get pre-scrubbed information with a summary of
information on figures from the AZ DOR. Mr. Teposte says they cannot give details until
IGA is done and the specific contact that will receive information and that data for
Tusayan does not exist now.



Ms. Vail mentions that only the attorneys are listed to receive information from the AZ
DOR with the IGA.

Final, original, documents were then handed over to AZ DOR of the completed IGA

Vice Mayor Bryan thanks AZDOR for granting the Urban Revenue Sharing Funds for
2010.

Mayor Shearer asks if the information can include air tour figures so we have them for
future considerations.

Mr. Belshe reports that all entities will have to report. Even grocery food would have to
report though they don't pay a tax we will have the information.

Mr. Belshe covers how the council can change the rates at any time if the town is
generating too much but may want to leave it for one year.

Mr. Belshe explains how the home rule vote could allow the town to spend and no longer
be tied to the expenditure limit. Have to have a vote on it. It is not to generate more
revenue but an authority to spend what you have. Base limitation increase is a
permanent base adjustment and is a percentage increase of up to 50% and can only
grow by population and inflation. Mr. Belshe likes the home rule because you have to go
back to the voter every four years for their permission.

Ms. Wren mentions the concern with competing with Grand Canyon National Park and
an increase hurting our ability to fairly compete.

Mr. Kolsrud asks if hypothetically we wanted the amusement tax, would the AZDOR
collect it. Yes they would, but if questioned the town would have to litigate it and the
town would be responsible.

Unified Audit Committee would have to approve any taxes collected and the municipal
tax code commission governs the model city tax code. Need permission of both of these
entities.

Mr. Kolsrud asks if we want clarification or possible change are those the entities.
Answer was yes from Mr. Belshe.

Mr. Montoya says he is concerned that we hit the July 1 deadline.

Options for dropping the rate at this date were discussed. The tax codebook would need
to be changed if we change the rates. When passed the codebook must be available,
immediately and information given to the communities businesses.

Vice Mayor Bryan moved to adopt the model city tax code, as presented by the AZ
League of Cities and Towns, and the accompanying resolution 2010-05-18-01 and
ordinance 2010-05-18-01. Mr. Montoya seconded the motion. The motion passed
unanimously, after other questions were asked for clarification.

The Tusayan Model City Tax Code will be an attachment to these minutes.

The council thanked Mr. Belshe and Mr. Teposte for coming and for their time.



Item #8- Discussion/Possible action regarding recent posting and possible

appointment for the Interim Clerk/Manager position
This item was moved up as the applicant was in attendance and the council saw no

need to make her stay longer into the meeting.

Ms. Vail explained the three things that Mr. Montoya and Ms. Vail asked of candidates.
They asked three things; time available, if they have ever done minutes and agenda,
and a brief resume. Though a few people were interested we only heard back from
Teresa Weigel. Asking her now to do the minutes, agendas, be the official person for
handling the public portion of documents, and set some office hours.

Ms. Vail moved to appoint Teresa Weigel as the interim volunteer clerk for the town of
Tusayan. Ms. Wren seconded the motion. The motion passed unanimously. The
council thanked her for her willingness to serve.

Item #6 Discussion/Possible action—2010-2011 Budget Adoption and Setting
Hearing Date

Mr. Kolsrud explains that he talked with Mr. Teposte outside of the meeting before he left
and the possibility exists to meet with AZ DOR about the amusement definition.

Vice Mayor Bryan believes we should do the legwork on our own, and has a concern
about how we decide to spend town funds on legal advice.

Ms. Vail feels we do not have the expertise to do this legal task.

Mayor Shearer made a motion to direct our legal council, Mr. Kolsrud, to use his
expertise to get the amusement tax to be added as a source of income and to meeting
with AZDOR to pursue the options. Ms. Wren seconded the motion, and added, we
should look into the possibility. The motion passed 3-2, with Ms. Wren, Ms. Vail and
Mayor Shearer voting aye and Vice Mayor Bryan and Mr. Montoya voting nay.

Mr. Kolsrud will give the council a breakdown of what this will entail in time.

Ms. Vail reported on the recycling information and that the amount can come out of the
budget, as a town our size does not need to do that. She suggested we move that
$20,000 to legal council expenses which would take it from $80,000 to $100,000.

Vice Mayor Bryan mentions some items that can come out that have no dollar figures
associated with them.

Vice Mayor Bryan will research $10 million liability coverage.

The rates should state 2%, 2%, 2% for Excise, B&B, and Food. The total budget would
then be $2,021,285.

Vice Mayor Bryan moved tentatively adopting and setting the 2010-2011budget and
setting a public hearing date of June 9 at 6:00 pm at the Squire Inn, with the changes the
council has discussed. Mr. Montoya seconded the motion. The motion carried
unanimously.

The signed budget will be an attachment tot these minutes.



item #7- Discussion/Possible action regarding adopting language for staggered
terms for August election pamphlet

Mr. Kolsrud will provide the information to Coconino County Elections by the deadline.

item #9- Discussion/Possible action regarding Interim Attorney Posting
Vice Mayor Bryan presented posting information for the position for a town attorney.

Vice Mayor Bryan wants to post for a town attorney and thinks we should interview
others.

Vice Mayor Bryan moved to go through the process to hire a town attorney. Mr.
Montoya seconded the motion. Ms. Wren states this is not a permanent council and we
should keep moving forward. Mr. Montoya wants to see whom else is out there. The
motion failed. Those voting aye were Vice Mayor Bryan and Mr. Montoya, and those
voting nay were Ms. Wren, Ms. Vail and Mayor Shearer.

Ms. Vail explained her vote, as Russ Kolsrud has been recommended by Ms. Wren,
Council Member, she prefers Mr. Kolsrud, to someone unrecomended. Also, we have
the ability to hire and fire an attorney at any time and there have been no issues with
current council thus far.

Mr. Bryan asks can we agree that expenses be approved by the council.

Item #10- Discussion/Possible action regarding Attorney Travel Time agreement
Travel time is discussed with Mr. Kolsrud and that he hasn't been charging for travel
time or for others coming with him. He will limit it to six hour round trip no matter how
long it actually takes.

This was an update and no action was taken.

item #11- Executive Session regarding Lawsuit
Moved to the end of the agenda.

Item #12- Discussion and possible action —Approval of attorney agreement for
Lawsuit

Moved to the end of the agenda.

Item #13- Discussion and possible action —IGA with CC for police contractual
services for fiscal year 2010-2011

Ms. Wren provides an update of $350,000 a year with Coconino County Sheriffs
Department and asks for permission to move forward with an IGA with them. The
council agrees that she and Mr. Kolsrud should move forward with the 1GA.

Item #14- Discussion and possible action ~IGA with CC Community Development,

or other entities, for contractual services for fiscal year 2010-2011
Ms. Vail updates on IGA with CCCD and we will take a look at the IGA with Coconino

County and Greg will get information from Williams about community development
services possibilities.

Item #15- Discussion/Possible action regarding obtaining Warrants
Vice Mayor Bryan will provide the council an update at a later time.




Item #16- Discussion/Possible action regarding the selection of a Town Hall
location

Ms. Vail moves that we use the Canyon Plaza as the physical address for the new P.O.
Box. Discussions about the possibilities of this were discussed for the ease of the new
town clerk. Mayor Shearer seconded the motion. Motion passed unanimously.

Executive Session- (This section recorded by Ms. Wren

May 18, 2010 Agenda item 11 regarding Executive Session (ES). Mayor Pete Shearer
motioned to adjourn to ES seconded by Councilperson Greg Bryan. Motion passed 5-0
at 12:24 pm.

Councilperson Clarinda Vail recused herself from ES discussion.

Discussion followed on current lawsuit proceedings & division of duties on current
lawsuit attorney Bill Sims and Tusayan Town attorney Russ Kolsrud.

Councilperson Ann Wren motioned to end ES, 2™, By Councilperson Greg Bryan,
Motion passed at 1:24pm.

Councilperson Ann Wren motioned to return to Regular Session, 2™. By Councilperson
Greg Bryan. Motion passed 4 - 0 at 1:25pm.

Discussion followed on ltem 12, approval of attorney agreement for Lawsuit. Mayor
Pete Shearer moved to enter into agreement with Moyes, Sellers & Sims. LTD, 2™ by
Councilperson Ann Wren, motion passed 4 - 0.

Discussion followed on Item 15, Councilperson Greg Bryan discussed progress on
current standing in obtaining Warrants/Bank to back Town of Tusayan. Councilperson
Greg Bryan requested Councilperson Ann Wren to pursue options with Chase Bank in
Downtown Flagstaff.

Discussion followed on items to be placed on next agenda.

Councilperson Al Montoya motioned to adjourn, 2™ by Councilperson Greg Bryan.
Motion passed 4 — 0 at 1:35pm.

Respectively Submitted by:
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Ann Wren, Council Member



