MINUTES OF THE REGULAR MEETING OF THE SHOW LOW CITY COUNCIL HELD
ON TUESDAY, JANUARY 6, 2026, AT 7:00 PM IN THE CITY COUNCIL CHAMBERS,
181 NORTH 9TH STREET, SHOW LOW, NAVAJO COUNTY, ARIZONA

1.

Call to Order.
Mayor Leech called the meeting to order at 7:00 p.m.
Roll Call.

COUNCIL MEMBERS PRESENT: Mayor Leech, Vice Mayor Kakavas, Councilman
Adams, Councilman Clark, Councilman Judd, and Councilman Whipple

COUNCIL MEMBERS ABSENT: Councilman Hatch.

STAFF MEMBERS PRESENT: F. Morgan Brown, City Manager; Justin Johnson,
Deputy City Manager; Jeff McNeil, Police Commander; Shane Hemesath, Public
Works Director; Trampas Johnston, Engineering Project Manager; Rick Austin,
Public Works Operations Manager; Mischa Steinbrecher, Finance Manager; and
Rachael Hall, City Clerk.

GUESTS: Angie McMillan, Karen Stone, Doug Roberts, Jim Reidhead and others.
Invocation.

Councilman Judd gave the invocation.

Pledge of Allegiance.

Councilman Clark led the Council and audience in the pledge of allegiance.

CALL TO THE PUBLIC:

Any citizen desiring to speak on a matter that is within the jurisdiction of the City
Council may do so at this time. Comments shall be limited to three minutes per
person and shall be addressed to the City Council as a whole, and not to any
individual member. Issues raised shall be limited to those within the jurisdiction of
the City Council. Pursuant to the Arizona Open Meeting Law, the City Council
cannot discuss or act on items presented at this time. At the conclusion of the call
to the public, individual City Council members may (1) respond to criticism made by
those who have spoken, (2) ask staff to review a matter, and (3) ask that a matter
be put on a future agenda.

Karen Stone, 1370 East Pine Oaks Drive, asked if the City Council had plans to
invite ICE (U.S. Immigration and Customs Enforcement) into the City.

Angie McMillan, 8435 Deer Run Drive, presented the City Council with a series of
questions, such as whether the Council was sworn to the Constitution, if the
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Council would stand up to ICE if they began to illegally detain people, and if the
Council would be informing the public regarding the Flock surveillance system.

6. SPECIAL EVENTS:

A. Presentation of Annual Comprehensive Financial Report for Fiscal Year 2025
Mr. Johnson said that Hinton Burdick would present a financial report on the
audit, but before the presentation he thanked the staff for all their efforts and
hard work, and he thanked Chantry Jensen at Hinton Burdick for his efforts
during the audit.

Mr. Jensen presented the results of the Fiscal Year 2025 Annual
Comprehensive Financial Report, see Attachment “A”.

Vice Mayor Kakavas inquired about the recent increases in sales tax revenues
and whether the growth was attributable to a specific category. Ms.
Steinbrecher responded that sales tax revenues have increased across all
categories. She noted that staff could further review the detailed reports to
determine if any single area accounted for a significant portion of the increase
and would report back to the City Council.

Vice Mayor Kakavas commended staff and the City’s advisors for maintaining
the City’s health insurance fund for employees in a strong and stable financial
position.

Mr. Johnson said the bed tax also boosted the sales tax revenues and staff
saw an upward trend in all sales tax revenue areas such as construction, retail,
and restaurants within the City.

7. CONSENT CALENDAR:

A. Consideration of Resolution No. R2026-01 Designating Authorized Agents to
Provide Financial Information Regarding Arizona Department of Emergency
and Military Affairs Grants (Mischa Steinbrecher)

B. Consideration of Acceptance of Well 4 Emergency Repairs, City of Show Low
Project No. W-1821 J011 (Rick Austin)

C. Consideration of Acceptance of Well 13 Repairs, City of Show Low Project No.
W-1821 JO19 (Rick Austin)

D. Consideration of Minutes of Show Low City Council meetings:
1.  Regular Meeting of December 9, 2025
VICE MAYOR KAKAVAS MOVED TO APPROVE THE CONSENT

CALENDAR AS PRESENTED; SECONDED BY COUNCILMAN ADAMS;
PASSED 6 TO 0 WITH MAYOR LEECH, VICE MAYOR KAKAVAS,
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COUNCILMAN ADAMS, COUNCILMAN CLARK, COUNCILMAN JUDD,
AND COUNCILMAN WHIPPLE VOTING IN FAVOR.

8. NEW BUSINESS:

A. Consideration of Acceptance of Updated Programming for the Show Low
Sports and Events Center and Programming Stage Cost Estimate, City of
Show Low Project No. FM-4625 (Shane Hemesath)

Mr. Hemesath said at its regular meeting on July 15, 2025, the City Council
awarded the pre-construction contract to Haydon Companies LLC for the
Show Low Sports and Event Center. The scope of the work for this contract
was the first phase of the design build contract for the facility. Over the past
few months, the design team had been working to identify the possible
programming elements of the facility. A public comment open-house was held
on September 16, 2025, followed by a City Council meeting to discuss
possible additional items that could be included in the final building
programming. Based on that direction, the design team had finalized the initial
programming for the facility. The Haydon, Architekton and 4-Line Studio team
were in attendance to present a review of the final programming document,
including a review of the program phase cost estimate for the facilities and
items included.

Chris Ford, Principal Architect, 4Line Studio LLC, briefly reviewed the facility
since he went into detail at the last Council meeting in December. He said the
project site was situated off Woolford Road, positioned between Woolford
Road and Lewis Street and to the east of the Show Low Bluff residential area.
The main building occupied the southeast corner of the site and featured a
four-sided architectural orientation. The primary public entrance was located
on the building's northeast corner, with vehicular access from a future
thoroughfare currently designated as "Road X." The site plan placed the
majority of the main parking lot to the north, directly facing the building's
entrance. To meet parking requirements, additional off-site parking would need
to be developed to the east or south. The first-floor plan was centered around
several key spaces. The main entry plaza, accessible from the northeast
corner, led to a 500-person meeting room. A large commercial kitchen was
situated in the northwest corner, while the remainder of the building was
predominantly occupied by a six-court gymnasium, supplemented by core
facilities such as bathrooms and extensive storage areas. A second-level
mezzanine featured a walking track encircling the gym, connected by stairs
and elevators, and included extra breakout spaces for activities like stretching.

Mr. Ford said the exterior renderings illustrated an inviting and functional
design. The northeast view highlighted a large covered entry, designed to
provide a pleasant queuing experience in all weather conditions. From the
southwest, at a future roundabout connecting Woolford Road and Road X, the
building showcased extensive glazing to create a strong aesthetic presence
from the street. The design incorporated landscape and architectural features
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to minimize visual impact on the adjacent residential community. Aerial views
emphasized the prominent entry plaza and the main gym volume along
Woolford Road, reinforcing the open and welcoming feel of the building's
corners. Architectural integrity was maintained on all sides, with even the "back
of house" spaces featuring a private, secured plaza.

Fritz Behrhorst, Vice President of Pre-Construction with Haydon Company
LLC, reviewed the estimated program cost, detailing the budget's growth from
an initial concept of over $50 million to a current program estimate of $56.4
million. The updated budget was broken down into approximately $47 million
for construction, $4.7 million for design and pre-construction, and an 8%
contingency of about $3.5 million. An allowance for Furniture, Fixtures, and
Equipment (FF&E) was also included in the total. The Council had previously
approved over $4 million for design and pre-construction. He said the budget
increase was attributed to nearly $5 million in added scope and refined
program requirements. A primary driver was the increase in the building's
footprint, which expanded from an anticipated 110,000 square feet to over
120,000 square feet to accommodate the full functionality of the six-court gym
and its surrounding support spaces. Key enhancements contributing to the
cost increase include building size, architectural features, kitchen equipment,
design fees, specialized equipment, facility enhancements, and safety
systems. The larger footprint added approximately $2 million to the cost. A
proposed wood soffit extending from the exterior entry into the interior lobby
added $750,000, and the addition of skylights and a concrete entry plaza also
increased costs. He said following a detailed program review with Sports
Facilities Companies (SFC), the kitchen equipment budget increased by
$500,000 over the initial allowance. The overall program growth led to a
$300,000 increase in design costs. A portable, full-overlay wood floor for the
championship court was added for superior playability. An all-weather cover for
the loading dock was included for improved functionality and a generator, fire
pump, and a public safety radio repeater system were budgeted to meet
potential code requirements for a large-scale event space, ensuring first
responder communication and fire safety.

Mayor Leech and Vice Mayor Kakavas asked for more information regarding
the increased size of the building. Mr. Behrhorst, Mr. Ford and Mr. Hemesath
explained that the building's size increase was a cascading effect driven by the
need to accommodate a 12-court volleyball layout (by rotating courts 90
degrees on the six basketball courts), a key requirement for attracting major
tournaments. This change enlarged the gym, which in turn expanded the
necessary hallways, bathrooms, and other accessory spaces.

Vice Mayor Kakavas asked for clarification regarding the portable
championship court. Mike Mays, SFC representative, explained that while a
portable overlay court offered a "premier experience" and enabled horseshoe
seating for large ticketed events like the Harlem Globetrotters, it was labor-
intensive and expensive. He noted that such major events might only occur
once a year and that a comparable championship experience could be
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achieved by designating an existing court and using portable bleachers.
Nonetheless, a dedicated championship court was deemed very important for
the venue's prestige and experience.

Mayor Leech expressed concern regarding the size of the kitchen. Several
Council members acknowledged the risk of being short-sighted and expressed
a desire to avoid cutting corners on a legacy project. Councilman Clark
commented that sports tourism seemed to be a recession-proof investment for
the community, and with all growth indicators for Show Low trending positive,
constructing the best possible facility was a sensible long-term strategy.

Mr. Behrhorst said their team would be conducting a follow-up focus meeting
with the kitchen vendor and end-users to downsize the kitchen, reduce
equipment costs, and potentially future-proof for later expansion. He said the
next steps were to advance the project to the schematic design phase to refine
the design, tighten up the building's square footage, and produce a more
accurate cost estimate.

VICE MAYOR KAKAVAS MOVED TO APPROVE THE UPDATED
PROGRAMMING/CONCEPTUAL DESIGN FOR THE SHOW LOW SPORTS
AND EVENTS CENTER AND THE PROGRAMMING STAGE COST
ESTIMATE, CITY OF SHOW LOW PROJECT NO. FM-4625; SECONDED BY
COUNCILMAN ADAMS; PASSED 6 TO 0 WITH MAYOR LEECH, VICE
MAYOR KAKAVAS, COUNCILMAN ADAMS, COUNCILMAN CLARK,
COUNCILMAN JUDD, AND COUNCILMAN WHIPPLE VOTING IN FAVOR.

B. Discussion and Consideration of Improvements of Huning House located at
100 North 11th Street (Shane Hemesath)

Mr. Hemesath said on October 1, 2025, during the City Council retreat, staff
reviewed options for the development of the downtown parcels near the City
Library along 11th Street. The Downtown Parking Lot project had been
completed, and further improvements were being considered in that area.
Landscaping with grass, pavers, and concrete were preliminary suggestions to
create a downtown plaza area to be enjoyed by the citizens. A public restroom
as well as a large ramada structure for gatherings was also planned. The
existing structure on the property had aged and would need to be removed or
relocated to be preserved due to the requirements in the City's floodplain
management code. Staff investigated options for the removal or relocation. If
the City Council would like the structure removed, staff would include the
demolition of the building with the restroom project expected to be bid this
spring. A conceptual layout of what future improvements could look like had
been provided in the Council packet.

Mr. Hemesath said staff also reached out to A-Arid State House Movers and
Enterprises Inc. to investigate relocating the structure to a new location and to
a proper height required by the floodplain requirements. A proposal to lift the
building and place it on a new two-foot high stem wall closer to the southern
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9.

boundary of the property was provided. The cost to lift and relocate the
structure and provide a new higher stem wall was approximately $77,000. That
cost only included relocating the structure. In order to get the structure in a
condition to rent or utilize, the following additional improvements would need to
be completed: asbestos removal, new plumbing, new electrical, and complete
internal and external remodeling. To identify the costs for the remodeling
improvements, staff would need direction from the City Council on the future
use of the building (restaurant, offices, etc.).

Mr. Hemesath said staff was seeking direction to move forward with the
disposal of the existing structure or scope of improvements and budget to
consider for remodeling.

Vice Mayor Kakavas emphasized the home’s unique place in the community
and family history, identifying it as her childhood home and a rare survivor from
the old Main Street era. She said that restoration of her family home would
honor local heritage.

Several Council members expressed preferences for preserving the building
and moving it toward the south (toward Huning), noting that relocation would
improve land use efficiency while retaining a piece of local history. Staff
requested clear guidance on the building’s future so that the stem wall design
can anticipate appropriate plumbing/electrical stubs and internal layout needs.

Councilman Judd highlighted cost risks and uncertainty around asbestos and
uncertainty around the usage for the building. He suggested memorializing the
home and its history with a plaque, which was discussed previously at the
Council Retreat.

Councilman Whipple asked if the house could be remodeled using funds from
the state's historical grants. Mr. Brown said state historical grants were
currently closed and not an option.

Councilman Clark suggested exploring Community Development Block Grant
funding viability based on the building's eventual use.

The Council provided direction to save and move the historic structure,
relocating it towards the south near Huning and elevating it on a new stem
wall. Staff was authorized to proceed with the ramada and restroom planning
under this assumption, ensuring the restroom’s bidding timeline (this spring)
and the overall urgency of delivering the restroom and ramada this year were
not disrupted. While the building’s specific future use remains undecided, the
stem wall and utility design should anticipate reasonable future scenarios,
such as offices or a small retail shop.

SUMMARY OF CURRENT EVENTS:
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A. Council Members
None.

B. Mayor
None.

C. City Manager

Mr. Brown said the City has begun the process to prepare for the fiscal year
2027 budget. The City would be holding a town hall budget meeting
specifically for citizen input on January 22, at 6:00 p.m. at the Council
Chambers. All budget meetings were open to the public. A list of meeting
dates was on the City's website at showlowaz.gov.

Mr. Brown said the recreation department was hosting the annual Daddy
Daughter Dance on February 6, tickets could be purchased at the Show Low
Family Aquatic Center. Please call 532-4130 for more information.

Mr. Brown said in public works projects, the city’s contractor worked on the
HVAC system this week at the City Campus Recreation Building, staff
anticipated to move into the building in two weeks. Work was finishing up on
the Hwy 260 Sidewalk and Walking Path Project. He thanked the citizens for
their patience as these important projects were completed.

Mr. Brown said that candidate packets were available at the city clerk's office
for the upcoming city council election.

10. SCHEDULE OF MEETINGS:

11.

Scheduling of meetings, which may be brought up at this time.

Mr. Brown said there would be a special meeting for the City Council to hold
interviews for the upcoming vacant council seat on January 20. Staff would let the
Council know what time that meeting would need to start after staff finalizes details.

Mr. Brown said there would be a budget study session on January 20, starting at
6:30 p.m.

ADJOURNMENT:

There being no further business to be brought before the Council, MAYOR LEECH
ADJOURNED THE REGULAR MEETING OF THE SHOW LOW CITY COUNCIL
OF JANUARY 6, 2026, AT 8:10 P.M.
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CERTIFICATION

| hereby certify that the foregoing minutes are a true and correct copy of the minutes of
the Regular Meeting of the City Council of Show Low held on January 6, 2026. | further
certify that the meetmg was duly called and held and that a quorum was present.

Dated this é% day of %/’7 , 20%
= Q/

(SEAL) W//M

Rachael Hall, City Clerk
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COMPLIANCE AND OTHER MATTERS:

2022-001 Actual Expenditures in Excess of Budget — reworded, reissued

Condition: The following expended funds in excess of the annual budgeted amounts:

= Other Debt Service Fund: Budgeted expenditures of $1,705,158, actual expenditures of
$1,746,933.

= Street Light District Special Revenue Fund: Budgeted expenditures of $222,000, actual
expenditures of $237,954.

Criteria: Arizona Revised Statue (A.R.S.) 42-17106 indicates the city may not spend money for
a purpose that is not included in its budget. Also, the city may not spend money in excess of
amounts stated for each purpose in the final adopted budget.

Effect.: The city is not in compliance with state budgeting requirements. The City expended funds
in excess of amounts budgeted for purposes authorized in the annual budget.

Cause: The cause of this appears to be an unanticipated increase in support and service costs and
in debt service costs, and a lack of budget amendments when the increased expenditures occurred.

Recommendation: We recommend that the city review its expected annual expenditures when
preparing its annual budget. We also recommend the city consider using contingency accounts
and budget amendments in its budgeting process for unanticipated expenditures.

Response: The City will review the prior year's expenditures prior to establishing the expenditure

budget in its various funds.

It has been a pleasure to be of service to the city this past year. We would like to express special thanks to
all those who assisted us so efficiently in this year's audit. We invite you to ask questions of us throughout
the year as you feel necessary. We look forward to a continued professional relationship.

Sincerely,

HintonBurdick, PLLC
December 22, 2025
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HINTONBURDICK

CPAs & ADVISORS »

December 22, 2025

To the Honorable Mayor and City Council
Show Low, Arizona

We have audited the financial statements of the City of Show Low, Arizona as of and for the year ended
June 30, 2025, and have issued our report thereon dated December 22, 2025. Professional standards require
that we advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated July 29, 2025, our responsibility, as described by
professional standards, is to form and express an opinion(s) about whether the financial statements that
have been prepared by management with your oversight are presented fairly, in all material respects, in
accordance with accounting principles generally accepted in the United States of America. Our audit of the
financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the City solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated to you.
Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, our firm, and our network firms have complied
with all relevant ethical requirements regarding independence. Safeguards have been applied to eliminate
identified threats to independence or reduce them to an acceptable.

Consideration of Significant Risks

In our audit planning, we identified the following significant risk: management override of controls.
According to Generally Accepted Auditing Standards (GAAS), management override of controls is
considered an inherent risk in any audit engagement. While management override of controls was

considered in the planning and audit approach for the city, our audit procedures did not reveal any evidence
of management overriding controls.

HintonBurdick.com » 888-566-1277
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Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by City of Show Low is included in Note 1 to the financial
statements. As described in Note 1, the City changed accounting policies related to accounting and financial
reporting for accruing paid vacation and sick time by adopting GASB Statement No. 101, Compensated
Absences, in fiscal year 2025. No matters have come to our attention that would require us, under
professional standards, to inform you about (1) the methods used to account for significant unusual
transactions and (2) the effect of significant accounting policies in controversial or emerging areas for which
there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s current judgments. Those judgments are normally based on knowledge and experience
about past and current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of the possibility
that future events affecting them may differ markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are as follows:

For purposes of measuring the net pension/OPEB liability, deferred outflows of resources and deferred
inflows of resources related to pensions/OPEB, and pension/OPEB expense, management’s estimates
have been determined on the same basis as they are reported by the Arizona State Retirement System
(ASRS) and the Public Safety Personnel Retirement System (PSPRS). The City’s net pension/OPEB
liability was measured as of June 30, 2024, and the total pension/OPEB liability used to calculate the
net pension/OPEB liability for ASRS was determined using update procedures to roll forward the total
pension/OPEB liability from an actuarial valuation as of June 30, 2023, to the measurement date of
June 30, 2024 and for PSPRS was determined using an actuarial valuation as of June 30, 2024. The key
factors and assumptions used to develop the valuation and the accrual appear reasonable in relation to
the financial statements taken as a whole and in relation to the applicable opinion units.

Management’s estimate of depreciation expense on depreciable assets is based on the estimated useful
lives of the applicable property and equipment. We evaluated the key factors and assumptions used to
develop the estimated useful lives in determining that it is reasonable in relation to the financial
statements taken as a whole and in relation to the applicable opinion units.

Management’s estimate of accrued compensated absences is based on pay rates at year-end and the
number of accrued hours for eligible employees. We evaluated the key factors and assumptions used to
develop the compensated absences accrual to determine that it is reasonable in relation to the financial
statements taken as a whole and in relation to the applicable opinion units.

Significant Unusual Transactions
For purposes of this communication, professional standards require us to communicate to you significant

unusual transactions identified during our audit. There were no significant unusual transactions identified
as a result of our audit procedures.
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Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards also require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require us to
also communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole and each applicable
opinion unit. Management has corrected all identified significant misstatements and a list of the adjustments
noted during the audit has been provided to management. Uncorrected misstatements or matters underlying
those uncorrected misstatements could potentially cause future-period financial statements to be materially
misstated, even though the uncorrected misstatements are immaterial to the financial statements currently
under audit.

In addition, professional standards require us to communicate to you all material, corrected misstatements
that were brought to the attention of management as a result of our audit procedures. Management has a list
of the misstatements that we identified as a result of our audit procedures that were brought to the attention
of, and corrected by, management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter,
which could be significant to the City’s financial statements or the auditor’s report. No such disagreements
arose during the course of the audit.

Circumstances that Affect the Form and Content of the Auditor’s Report

For purposes of this letter, professional standards require that we communicate any circumstances that
affect the form and content of our auditor’s report. There are no unusual circumstances that affect the form
and content of the auditor’s report.

Representations Requested from Management

We have requested certain written representations from management, which are included in a separate letter
dated December 22, 2025.

Management’s Consultations with Other Accountants
In some cases, management may decide to consult with other accountants about auditing and accounting

matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.
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Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the City, we generally discuss a variety of matters,
including the application of accounting principles and auditing standards, significant events or transactions
that occurred during the year, operating and regulatory conditions affecting the entity, and operational plans
and strategies that may affect the risks of material misstatement. None of the matters discussed resulted in
a condition to our retention as City’s auditors.

This report is intended solely for the information and use of the governing body and management of the
City of Show Low, Arizona and is not intended to be and should not be used by anyone other than these
specified parties.

HintonBwrdick, PLLC
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