Heber City Corporation
City Council Meeting
February 15, 2010

10:00 a.m.
BUDGET MEETING

The Council of Heber City, Wasatch County, Utah, met in Budget Meeting on 02/15/2010, in
the City Council Conference Room of the Municipal Building in Heber City, Utah.

Present: Mayor David R. Phillips

Council Members Eric Straddeck
Nile Horner
Alan McDonald
Benny Mergist

Excused: Robert Patterson

Also Present: City Manager Mark K. Anderson

Mayor Phillips thanked the Council and Anderson for being willing to have this budget meeting
on a holiday.

Mayor Phillips indicated there were'a number of issues the Council wanted to discuss at some
point in time of which he had a list. He said that as other issues were brought up, he would add
those to that list. He called it the “parking lot” list. It was determined the Council would focus on
those issues associated with the budget and address the other items on the list at another time.

Anderson referred to /the informational packet he had provided to the Council — page 4 —
Operating Budget, General Fund Revenue. It showed, including the $356,000 surplus funds, that
the estimated shortfall was approximately $382,000 for budget year 2009-2010. He explained the
budgeted revenue figures on the graph were based on history and the estimated revenue was
figured from what had transpired in the first few months of the year. He was hopeful the second
six-month period would show better revenue. Councilman McDonald suggested, with the
economy, the revenue projections on property tax, franchise tax, and sales tax for the 2010-2011
budget should be lowered. Anderson explained that property taxes was based on Truth in
Taxation which meant the City was entitled to collect a set amount of money per year plus
whatever new growth came in through annexation or new construction. If the collection rates go
down because people are not paying, the property tax rate went up to have the City collect the
same amount. If valuations go up, the rate goes down—if valuations go down, the rate goes up.
Mayor Phillips indicated over the years, in relation to sales tax and property tax, whenever the
figures came in over projection, Anderson never raised the projections so anything coming in
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over what was anticipated, was manna. Mayor Phillips thought the sales tax issue was the single
most threatening issue to the City.

Councilman McDonald asked about court fine collection, if the City got 100% of that fine, or if
that was split with County and State. Anderson indicated the City got 100% because the City
provided the court and the prosecution--even when a ticket was written within the limits of
Heber City by Wasatch County Sheriff Deputies or Highway Patrol Officers, the funds were
Heber’s.

Councilman McDonald wanted a chart showing month-by-month collections of tax revenue.
Councilman Straddeck indicated that when preparing a budget, the month-by-month ¢ollection
charts were used when there were cash-flow problems, which the City did not have, and he did
not think they would be that useful. Councilman McDonald thought they would be beneficial.
Mayor Phillips asked Anderson to prepare those.

Anderson discussed the $72,500 grant amount that was not awarded to Heber. He said that was
stimulus funds for a police officer with the thought of replacing Mike Clegg’s position.
Councilman McDonald suggested getting extra help in the Police Department via volunteer
reserves and said other cities had a reserve program in which they get payment of $1 a year.
Anderson indicated the City had two reserve officers now and they received the pay rate of an
entry level officer. However, because the budget had been so tight, they had not been used as
much. Councilman McDonald felt the City could find volunteers to fill that need. Mayor Phillips
added Reserve Officer to the “Parking Lot” list. Discussion that one of the officers was in the
National Guard Reserves and would be.mobilized this summer. Anderson said he and Chief
Rhoades had talked about hiring two part-time officers to take the place of that officer which
would be less expensive than one full time officer with a benefits package.

Discussion about page 5 — Operating Budget, General Fund Expenses. The chart showed 2009-
2010 budgeted expenses, 2009-2010 estimated expenses and the differences. Anderson said the
City should position itself to either decrease expenses or increase revenues.

Cuts to the Current:Budget: Anderson discussed the six options he had suggested to balance
the budget. He indicated the City had already started the cuts to the current budget by about 7%
based on reduced expenditures.

Discuss Layoffs, Furloughs, Pay Cuts, etc.: Anderson said he had had discussion with
department heads about possible layoffs in the different departments. Mayor Phillips reviewed
those employees who had left on disability or for other employment and who had not been
replaced. (There were five) The Council wanted information on the cost of layoff versus
termination in relation to unemployment and the cost of buyout packages. Discussion about the
additional hours that had been allocated in the Business License Department and at the Airport
and if those hours were really needed. Discussion about an 8:00 a.m. - 5:00 p.m., Monday
through Friday schedule, versus a 7:30 a.m. — 6:00 p.m. Monday through Friday schedule.
Discussion about whether insurance was a benefit or a right for the employees.
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Retirement: Discussion about the proposed rate increase in the Utah Retirement System. It was
indicated those rates were governed by the State Legislature.

Insurance: Discussion about the City’s insurance carrier, plans, and premiums. Councilman
McDonald suggested any rate increase should not be absorbed by the City. He suggested
something be cut from the benefit package to justify the rate increase—either deductable, or the
dental or vision package. Anderson said the City had offered an HSA Program last year and it
saved the City money on those that moved to that Program. Councilman Mergist felt that raising
the deductable and reducing wages was too much for the employee to handle. He said maybe one
or the other, but not both. Councilman Horner suggested everyone be forced onto the HSA. Plan.
Councilman Straddeck suggested moving the discussion to other issues until such time as
Anderson had concrete facts on insurance rate increases, and he also wanted Anderson to provide
the concrete numbers on what a reduction in force would do in the departments discussed.

Airport: Discussion about the work required at the airport and about other departments
absorbing that workload. Anderson indicated the Airport had earned the “Airport of the Year”
award last year. He thought that showed that things were being done right at our Airport.
Councilman Horner suggested the general public was not aware of that and consequently
wondered if it was all that significant.

Property Tax Increase: Councilman Horner said that, as far as he was concerned, there was not
a need for discussion on this issue as he, personally, would not consider it. Anderson showed an
analysis of five properties and the tax value and tax rate in 1990 compared to 2009. It showed a
net decrease in taxes realized and also the percentage of tax increase (66.96%) it would take to
keep up with inflation. He did not recommend that kind of increase but suggested some kind of
increase should be looked at. He pointed out that Wasatch County, Midway City, Daniel Town,
and Wasatch County School District had all raised their property tax rates in the last five years.
He suggested that if the City didn’t take some action, it would affect its ability to deliver services
at acceptable levels. Councilman Horner expressed concern about taxing the commercial
businesses to such a level that they would be forced to close. The result of that would be less
sales tax and in the end, less revenue. Anderson talked about a Fee-in-Lieu Tax on vehicles.
What happens is the total tax.rate for Heber City is looked at and distributed based on everyone
that is taxed in Heber City. So every time someone else’s rates go up, Heber’s percentage goes
down. So Heber’s share of the Fee-in-Lieu Tax has gone down because Heber’s rate as a total of
the whole isasmaller percentage. Councilman McDonald wanted to do everything possible on a
City administration level (look at wages, let people go, etc.) and once there was nothing else to
consider, then look at a property tax increase. Councilman Horner agreed. Councilman Horner
suggested making cuts at the power company so the dividends from that could be bigger. Mayor
Phillips indicated no one could even remember when dividends were raised. Anderson suggested
possibly when Gordon Mendenhall was Mayor there might have been an increase.

Transfer of Monies to Other Funds: Anderson indicated there was money in the Internal
Service Fund that was for the purpose of purchasing vehicles. He said most of the monies in the
Industrial Park Fund and Capital Projects Fund covered the cash deficit in the Airport Hangar
Fund. He asked for discussion on where $400,000 could be identified in order to get to a break-
even point before going into the next budget year’s numbers. He said there were positive things
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in the future to look towards—Boyer Project, Red Ledges, etc. He was hoping to identify some
areas to transfer and not have to use a lot of surplus funds to get through the next budget year. He
said transferring from the Capital Projects Fund would affect the ability to do new projects and
transferring from the Internal Service Fund would affect the purchasing of new vehicles. He
continued that would be a one-time measure and he was hoping to find some long-term solutions
because at some point, there are not more one-time solutions to work from. Councilman Mergist
indicated he had talked with Chief Rhoades already about vehicle purchase and/or trade-ins and
felt the Police Department was already extending the use of equipment and vehicles.

Center Street Project — Red Ledges Payment: Anderson said the potential of using some of
the Red Ledges monies for General Fund expenditures and using impact fee monies on Center
Street first had been previously discussed and he had gotten mixed reactions from the Council.
He had not talked with Mark Smedley, Attorney, or Red Ledges but he thought this was a plan
that could be beneficial to the City. Councilman Horner was not in favor of that proposal.

Corridor Preservation Monies: Anderson said the Council needed to get on the County
Council agenda and see if they could be motivated to free up some of the Corridor Preservation
monies. Councilman McDonald did not think the City would realize much of those funds.
Discussion about the County offering those funds for the west bypass route and then asking the
City what they had to contribute, even though the Corridor Preservation monies included money
from Heber City. Anderson said the history was clear as to'Heber’s contributions and even at the
meeting when the County asked for the $50,000-for the Rec Center, it was discussed that Heber
was looking for support from Wasatch County.

Reduction of Services: Councilman McDonald wanted to go to each Department Head and start
a budget from zero and see what they could come up with as to being an absolute necessity.
Councilman Horner wanted to meet'with each Department Head individually as a Council.
Councilman Straddeck indicated.the budgets always started out as zero and that the Department
Heads did not assume a givendollar number from a prior year. Anderson said the Department
Heads would make their requests, he would make a list of requested capital items and make
recommendations as to what should be funded or not and then the Council would make the final
determinations. Councilman.McDonald wanted to make a list of reductions and set a time frame
on them as to when.each would go into effect. He referred to an e-mail he had sent to the Council
with suggestions on where to cut. Councilman Horner suggested wages be cut right off the bat.
Councilman/MeDonald suggested looking at and following the 2005 budget including wages.
Councilman Horner agreed except for obvious changes such as additional roads. He said the
planners were not considering future additional costs when planning for growth and they needed
to do a better job.

Central School Update: No discussion.

Benefits and Personnel: Discussion about a 5 day — 8 hour schedule compared to a 5 day — 10
hour schedule. Councilman Straddeck said he was not ready to make a decision until he saw
actual numbers. Councilman Mergist said he was more interested in seeing the savings from
dropping Dental and Vision Insurance and also what saving would be realized by individuals
retiring. He also wanted to see car allowances gone and pay mileage instead. Councilman
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Straddeck suggested if that was to happen it had to be across the board, including council
members. Discussion about work load and the number of people employed. Councilman Mergist
said it was a proven fact that a 10 hour day in the public works department was more efficient
than an 8 hour day. He would like to see the Public Works Department stay on a permanent 4-10
hour schedule.

Anderson said with regard to employees taking vehicles home, there were only two, Mark
Rounds and Steve Tozier. In order to allow them to only pick up a $3 per day commuting charge
for the use of that vehicle, the City had to require that they take that vehicle home as part of their
work responsibilities. The Council supported those two employees taking home a City vehicle
based on their emergency response responsibilities.

Retirement: No discussion

Insurance: No discussion other than under Benefits and Personnel.

Airport: No discussion

Water and Sewer Rates: No discussion

Other: Another budget meeting will be set at Regular Meeting on Thursday, February 18, 2010.

Paulette Thurber, City Recorder
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