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THE ARI ZONA BOARD OF MANUFACTURED HOUSI NG MEETI NG
taken at 1: 00 p.m, on January 27, 2016, at the offices of
Arizona Board of Manufactured Housing, Department of Fire,
Building and Life Safety, 1110 West WAshington Street, Room
3100B, 3rd Fl oor, Phoenix, Arizona, before TERESA A. VANVETER,

RVR, a Certified Reporter in and for the State of Arizona.

PARTI Cl PANTS:

Samuel Baird, Chairnman
Wayne Syr ek

Terry G eeson

Joseph Stegmayer

LI oyd Strode

Everette Hoyl e

G egory Johnl oz

Jan Doughty

Agency Menbers:

Debra Bl ake, Deputy Director
Ayde Sanchez, Secretary

Board Counsel :

Franki e Shi nn- Eckberg, Assistant Attorney General
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order, the meeting of the Board of Mnufactured Housi ng,

Wednesday,

CHAI RVAN BAIRD: Let me call this nmeeting to

January

Ayde, woul d you pl ease call

IVS.

PROCEEDI NGS

27t h, 2016, one o'cl ock.

SANCHEZ: Yeah. Sam Bai rd.

CHAI RVAN BAI RD:  Here.

5 2 5 35 35 5 &

[

oe

25 9 3 5D

SANCHEZ:  Jan Doughty.
DOUGHTY: Here.

SANCHEZ: Terry d eeson.
GLEESON:  Here.

SANCHEZ: Everette Hoyl e.
HOYLE: Here.

SANCHEZ: Gregory Johnl oz.
JOHNLQZ:  Here.

SANCHEZ: M chael M nnaugh,
St egmayer.

STEGVAYER: Here.

SANCHEZ:  Luke Strode.
STRODE: Here.

SANCHEZ: \Wayne Syr ek.
SYREK: Syrek. Here.
SANCHEZ: FEric.

SYREK: Eric Syrek.

roll?

absent .
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SANCHEZ:  Debra Bl ake.

BLAKE: Here.

SANCHEZ:  Franki e Shi nn- Eckber g.
SHI NN- ECKBERG Her e.

5 5 » o &

SANCHEZ: That's it.

CHAI RVAN BAIRD: W're all here. Al right. Qur
court reporter asked us not to speak at the same tine. Speak
one at atinme. | told her that wasn't going to happen, but
that's what she requested. So let's try to remenber that as we
go through this. GOkay? So wel cone.

MS. BLAKE: M. Chairman.

CHAI RVAN BAI RD:  Yes.

MS. BLAKE: This would be the agenda itemif
you' d like to acknow edge and i ntroduce the new nmenbers.

CHAI RMAN BAIRD: Let's do that. Let's introduce
ourselves. In the past we were able to pass around who we are,
what we did and all that good stuff, and |I've got sone of those
still on file. But if the new ones would give ne sone type of a

paragraph or two of who you are and what you're doing and why

you want to do this, we'll share it all anpbngst ourselves. |'l
get it out today, or whenever you get it tone, I'll pass it
around to everybody so we'll all know. Plus, 1I'lIl get the

peopl e like nmyself and Joe and Terry that have al ready done
that. Everette and Gregory has already done that. So we pass

it out so we kind of know who we are. That's what it boils down
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to. That will be great.

|'m Sam Baird. |'ve been doing this too | ong and
it's sonebody else's turn, but in the neantime, | amon the
board. | haven't gone through ny -- what do you call it?

MS. BLAKE: Senate confirmation.

CHAI RMAN BAI RD:  Senate confirmation, but I
understand they're inmnent. They're going to be happeni ng over
here in the next two, three, four weeks. You' ve probably

al ready gotten notification of that and the list of the people

you can talk to in advance if you'd like to, so... And |'ve
done that. It's been -- it was good. It was great, so..

You are?

MR SYREK: My nane is Wayne Syrek. 1've spent

the last 20 years working in the manufactured housing industry
on the insurance side, owner and operator of an insurance agency
t hat specializes in manufactured housing, and happy to do what |
can to further along the industry and serve at this tine. |
have seven children. They keep ny busy at hone.

CHAI RVAN BAI RD:  Seven?

MR SYREK: Seven. Just becane a grandfat her.
I'mvery excited about that.

M5. BLAKE: Ww.

MR SYREK: Happy to be here.

CHAI RVAN BAI RD:  Congrat ul ati ons.

MR SYREK: Thank you.
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CHAI RVAN BAIRD: |1'm gl ad you're here.

Terry.

MR GLEESON. Terry d eeson, G eeson Mbile Hone
Service. 1've been in southern Arizona since 1984. Been on the
board, | think, about three years.

CHAI RVAN BAIRD: Geat. W're glad you' re back
and here, and to stay.

MR GEESON. Thank you.

CHAl RVAN BAIRD: M. Stegmayer.

MR. STEGVAYER: Joe Stegmayer, Cavco |Industries.
Been an adm nistrator for 30 years. Cavco's been around for 50
years, and it's based right here in Phoenix. There's 19
factories across the country.

CHAI RVAN BAI RD: Joe's being very nodest here.
He's al so served as the chairman of our national association and
in Washington. He's intimately involved in all phases of our
business. So we're |ucky to have himback on the board. He's
served before.

MR STEGVAYER:. Thank you, sir.

CHAI RVAN BAI RD: Go ahead. Wy not?

MS. SANCHEZ: |'m Ayde Sanchez, the Secretary.

CHAI RVAN BAI RD:  Yeah. Does a great job.

MS. BLAKE: She does a great job.

CHAI RVAN BAI RD:  She does.

M5. BLAKE: Yes.

Griffin & Associates, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Reporter's Transcript of Proceedings - January 27, 2016

|''m Debra Blake. 1've been the deputy director
for the Ofice of Manufactured Housing for ten years. |, for
the | ast year, have served as interimdirector for the agency,
whi ch includes both Ofice of Manufactured Housing and the state
fire marshal. | serve on the Manufactured Housi ng Consensus
Conmittee, which is an advisory board to HUD, and |I'mcurrently
this year's co-chair, and next year and the follow ng year ||
chair the conmttee. |It's an interesting process. It's an
interesting industry, and I'mglad I"'mpart of it.

CHAI RMAN BAIRD:  And we are, too.

MS. SHI NN- ECKBERG ~ Thank you. |'m Assi stant
Attorney General Frankie Shinn-Eckberg. 1've been representing
this board for alittle over a year. Hopefully continue to do
so until it's consolidated or whatnot, so..

CHAI RVAN BAI RD:  Thanks.

MR. STRODE: |'mLuke. This is the first kind of
board neeting for anything like this that |1've done before. |I'm
really excited to help everybody out. | have a lot of famly
menbers that live in manufactured housing in Tucson. |'ma

financial planner. Most of ny clients are busi ness owners. So
hopefully I can kind of bring some insight on both sides of
that. And yeah, just |ooking forward to serving and hel pi ng
everybody out.

CHAI RVAN BAI RD: G eat.

MR HOYLE: Cool. Thank you.

Griffin & Associates, LLC
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|''m Everette Hoyle. | have been on the board for
three years. | have been in or affiliated wwth this industry
for about 20 years as a manufacturer/dealer, currently as a
general contractor that specializes in comercial nodul ar
buildings. dad to be here.

CHAI RVAN BAI RD:  Very good.

MR JOHNLQZ: |1'm Geg Johnloz. 1've been in the
busi ness since 1976, nostly managi ng nobil e home parks.
Currently I"'mretired. | finally got out of the day-to-day
stuff, but I still have ownership interest in sonmething |ike 17
nmobi | e home parks and did a little consulting work, and I'm
still active on boards. So that's why |I'mhere and hope to add
alittle perspective fromthe historical standpoint.

M5. DOUGHTY: |'mJan Doughty. |[|'ve been in the
i nsurance industry since '73 and have a Cavco hone up in Minds
Par k.

MR STEGVAYER  Thank you

M5. DOUGHTY: We spend half of the time there,
especially nmy husband. Wen it hits 100 here, he's there for
the rest of the season.

CHAI RVAN BAIRD: That's it.

MS. DOUGHTY: So |'ve been on several state and
City of Tenpe boards. So this sounded interesting.

CHAl RVAN BAIRD: Okay. | forget what | said

about nyself, but |'ve been in the industry since 1972. WII| be

Griffin & Associates, LLC
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46 years this year, and | know it's amazing, next nonth,
actually. 1've got a couple clains to fame, and that's one of
them The other one is |'ve been married, as of February 17th,
for 50 years to the same woman. That's anazing. That's nice.

MS. DOUGHTY: Congratul ations.

MR, HOYLE: That's a nedal.

CHAI RMAN BAI RD:  She admitted that she |iked ne
-- she's liked me for about 40 of those, so I'll take it. |
took it, you know. Sounds really great.

I'"'mwith Cayton Homes. Us and Cavco share
probably close to 70 percent of the business -- nationa
busi ness across the board. Here in Arizona, we probably share,
"' mguessing, 70 percent, maybe 75, right in there, of the
busi ness, and it's been awhile. Cavco's got a couple of
factories here in town, both operating. W've got a couple, one
operating, and it's been a tough tine com ng back, but it is
com ng back.

MR STEGMAYER  Ri ght.

CHAI RVAN BAI RD:  You know, it's com ng back
wonderfully well. So this should be a really good year for us,
and next year should be as well. So it's fun to be here, fun to
be in this thing.

Debra, why don't you tell everybody you what
their -- what we're really here for. Wy are we here? Wat are

we -- what's our charge, if you wll?

Griffin & Associates, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Reporter's Transcript of Proceedings - January 27, 2016

11

M5. BLAKE: Ch, gosh. Well, | don't have ny
statute book wth ne --

CHAI RMAN BAI RD:  You know.

MS. BLAKE: -- but off the top of ny head, the
board has two major responsibilities. One of those is to set
annual fees that the Departnent of Manufactured Housing charges,
and those fees nust be set based on information given to the
board by the departnent so that the revenues cover 95 to 105
percent of expenditures for the departnent. The board has done,
in ny opinion, an excellent job over the |last few years, and
['I'l take some credit for ny staff. W' ve been able to provide
better information to the board to hel p them nmake those
decisions | ast year, last fiscal year, which ended June 30th of
2015. The net result of the work above the departnent and the
board ended up with the proration of revenue to expenses at 99.5
percent, which is excellent.

Qbviously there's a lot of variables in there.

W don't know what the production volunmes are going to be. W
can make sone good guesses, and of course, the industry has
financial experts that help us with those nunbers. But | was
very pleased that it ended up where it did. So that's the
nunber one first responsibility of the board.

The second responsibility of the board is to
review and adopt rules. Rules clarify and support the statutes

that the departnent is responsible to operate under. There
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hasn't been a lot of activity on that by the board except a
little bit |ast year, because the current governor and the past
governor have had a rule noratoriumin place now -- gosh, what's
it's been, Frankie -- seens like ten years now. |It's been a
very long time that special permssion has to be given by the
governor's office to enact or change any rul es.

When Governor Ducey canme in, he charged al
agencies with reviewing all of their rules. Get rid of what you
don't need and let's streamine it. The board and the
depart ment went through that exercise |ast calendar year. This
was the board packet for last year, and all of this fol ded over
informati on were the recomendati ons, and the board adopted our
recommendations in their entirety. That was August of 2015.

Qur recomendati ons were due to the governor's office by

Sept enber 1st, and to date we've heard nothi ng back, good news,
bad news, do nothing, move forward. And so | don't know where
in all honesty that sits, but it is the responsibility of the
board to | ook at that information

For the new nenbers, | woul d encourage you. The
board packets are on our web site. This board packet is out
there. You mght want to take a look at it, famliarize
yourself with the rules, but primarily a lot of it had to do
with installation activities, what's required. A lot of it has
to do with permt activities, which Ayde is responsible for;

sales activities, all of that. So those are the primary two

Griffin & Associates, LLC
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pur poses of the board: Fees and rul es.

CHAI RVAN BAI RD: Cool. Thank you.

MS. BLAKE: You're wel cone.

CHAI RVMAN BAIRD: It all cones down to noney,
doesn't it?

Ckay. At this time we allow Debra to continue
talking and tell us what's going on. This is -- this area here
| call like a state of the state of what's going on with the
department and generally within the industry. Mre of a
di scussion type. She brings us up-to-date on things that have
happened, and there's been sone significant changes, so as you
can di scuss.

MS. BLAKE: Sure. Thank you.

If it's appropriate, with our attorney, I'd like

to kind of talk about both Item4 and 5, which is departnent
information and | egislative updates, because there's a bit of an
overlap in the two. |Is that okay?

MS. SHI NN-ECKBERG  That's fine.

M5. BLAKE: (kay. So I'mgoing to start off with
the big news, and that is that the Departnent of Fire, Building
and Life Safety as it exists today will no |onger be a state
agency by January 2017, if not before. CQur budget financi al
cycle is July 1st through June 30th. There is sone activity
currently going on to try to get it transitioned by -- before

July 1st, but we don't know if we'll get that all done.
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What' s happening specifically is that the
functions of the agency are just noving and consolidating with
ot her agencies. So the Ofice of Manufactured Housing, all of
its staff, all of our roles and responsibilities are not
changi ng, but we will be noving as a separate division under
Arizona Departnent of Housing. | think it's a good nove. |
think that there's been talk, the ten years |I've been with the
departnent, about consolidating with that. ||t sonmewhat mrrors
the U S. Departnment of Housing and Urban Devel opment at the
federal level where all activities about all types of housing
are consolidated into one agency called HUD

The Arizona Departnent of Housing as it exists
today is not regulatory. By that, for the new nenbers, what |
mean is it doesn't issue licenses. It doesn't have statutes and
rules that it enforces for the industry. It is a grant pass
t hrough agency. It gets federal noneys, and so it will be a
change for them W already all know how to do the regul atory
portion and enforce the HUD regulations as well. So | think it
wll be a good mx for both of us, and we're | ooking forward to
it.

M chael Trailer is the director of the Departnent
of Housing. That's not changing. And so we'll ook forward to
working with him

The O fice of the State Fire Marshal, the other

division in the agency, is also noving in its entirety, and it's
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going under the state forester. They have the sane custoner
base. They all work with fire departnments and, you know,
protect property and lives. So I think that's a good nove for
themas wel|.

HOA conpl ai nts, homeowner associ ati on conpl aints,
was given to the agency, to us a few years ago, because we
support the conplaints fromnobile home parks between | andl ords
and tenants. So we already had the infrastructure in place to
process those conplaints, and so the | egislature decided years
ago we shoul d take the honeowner association conplaint process
as well. Part of this consolidation noves that, only the
homeowner association, to Departnent of Real Estate.

We do not know at this point, but it's probably a
50/ 50 chance that the physical |ocation of the department wll
not be noving. Departnment of Housing is right around the corner
here on the third floor. Forestry shares office space with us
on the first floor. Qur goal is to mnimze the inpact as much
to our external custoners and their use to, of course, our front
counter office that's down on the first floor. So nore details
w |l cone on that.

|'"mjunping to Item Nunber 5, too, which is your
| egi sl ative update. The last tab in your booklet, and that is
t he executive budget. That was submtted to the |legislature two
weeks ago. As you can see in it, beginning on page 34, and

again for new nenbers, the page nunbers are on the bottomright-
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hand corner of your packets. The budget that we had approved
and had submtted is still denonstrated there. You will see at
t he bottom of that page 34 the | anguage and the di scussion about
the consolidation. Again, it's not really to save noney. |It's
just to inprove efficiencies, and you will see exactly what |
just went over with you listed there on the bottom of page 34
and the top of 35.

So lots of details to work out in termnms of
consolidating. All the statutes and rules will have to have
sonme conform ng | anguage changes to them since there will no
| onger be a Departnment of Fire, Building and Life Safety under
t hat headi ng.

Staff changes, again, |'ve been serving now,
effective next nonth, a year as interimdirector. Now that we
know about the consolidation, that won't be changing until we
work out the details with the consolidation. The state fire

mar shal position has been vacant over a year. There is sone

di scussi on down at the capital about going ahead and filling
that position. It's a critical position. | don't knowif |'lI
be involved in that or if forestry, but we'll certainly work

t oget her to make that happen

Regar di ng HUD and the Manufactured Housi ng
Consensus Conmittee, the commttee had its first meeting of 2016
| ast week in Louisville, Kentucky. That was also the site for

t he manuf actured housi ng home show. Mst -- a |ot of
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manuf acturers there presenting, actually, their honmes in the
convention center. A lot of interesting and beautiful homes on
display. A lot of different variety. So that was good to see.

| guess the biggest topic at the Consensus
Committee neeting that | want to share with you is HUD s final
rule for on-site construction. For those of you directly
connected with the industry, you probably saw sone information
today from Mark Weiss with the Manufactured Housing Regul atory
Revi ew.

No nenbers of the Consensus Commttee were in
agreenment with the final rule that HUD has published. W
believe it has a | ot of negative inpact to the manufactured
housi ng industry in terns of cost and that. Going back to |
think it was 2003, the industry has a process that's called
al ternative construction, where a manufacturer can make a
request of HUD to do sone on-site construction. Once the hone
is substantially conpleted at the factory, delivered to the site
that it's going to, sone final things -- and | guess Joe and Sam
coul d better speak to this, help me here -- but one good exanpl e
Is a stucco finish on the outside of the home. So when the hone
ships, it looks conplete. It is conplete. It could be
conpl ete, but the custonmer wants to custom ze it with a stucco
finish on the outside of it. That's not sonmething that travels
wel | down the road when the hone is transported, and so that's

an exanple of an alternate construction that would be approved
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by HUD, because that piece of the construction is going to be
finished at the site where it's delivered. Those approvals have
to be nade through HUD.

It becones a bit of a process on those AC
letters. There's time franes on them There's sone
[imtations. And so nmy understandi ng, because | wasn't on the
Consensus Conmittee in 2003, is that basically the manufacturing
construction part of the industry said, Is there a way to kind
of get rid of these AC letters, give us some nore flexibility,
maybe expand that a bit nmore? And for those who've been in the
industry a long tinme, know that sonetines what starts out as a
great idea through its process wth HUD | ooks very different
when HUD publishes a rule or a final rule onit.

That's kind of what happened here. What started
out as a response to manufacturers has now turned into a | ot of
red tape, a |lot of additional paperwork, and basically, like |
said, it took alife of its owmn. The other thing is the details
of the final rule, which is in place and becones effective March
7th, was never reviewed by the Manufactured Housi ng Consensus
Conmittee, and that, of course, is its purpose to be an advisory

board to HUD. So it was not good news.

The presentation, | will share that presentation
with manufacturers. |'ve already sent that to Manny at Cavco,
because he was at the neeting and had asked for that. [|'m going

to attend chapter neetings with the association and share it,
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and then | wll provide a detailed presentation to you at the
next nmeeting in April.

Now, having said all that, what HUD has
recommended is that the effective date is March 7th. They're
willing to extend that six nonths as a transition period. What
t he Manuf actured Housi ng Consensus Committee said is two things.
Let's extend that to a year, and let's assign that to the
regul atory subconmttee, which is part of the Consensus
Committee, and let themreviewit for cost analysis. Are there
other options? There are many states that have effective
progranms in place already. Arizona is one of those. So let's
| ook at all the options.

One of the other major things that came to ny
attention was that really it's two things. Nunber one, our
inspectors in the factory are very busy. Good news, production
level s are up. W actually hired a third inspector this year to
anticipate and support that. Mnufacturers can't ship a hone
until it's been inspected by those inspectors. This new rule
requi res that anything that gets on-site construction has to be
done by an IPIA inspector. |IPIA inspectors are ones that are
out in the factories.

Arizona, we don't have the budget to hire nore.
W certainly don't want to be in a position that we're del ayi ng
shiprments, and so we would have to third party that on-site

construction out. That gets costly. |[|'ve already had sone
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initial conversation with sone third parties, but basically, if
it's done well, there's no violations, it's good to go, first
attenpt, it's at least a $400 bill, which gets, of course,
inflated by retailers. You know, everything gets marked up al
the way. So there is cost inpact to the customer, and again,
we're all very aware that the whol e purpose of a manufactured
home is to have, you know, a nice hone to live in but that's
affordable. So that's a huge concern. So there's going to be
some cost with that.

There's going to be some delays with it, too.
One of those delays really negatively affects retailers, dealers
of the product, because the new rul e says that even though the
home is going to get a HUD | abel on it that says it's conpliant
with the HUD code, through on-site construction, it really isn't
conpliant until a third party, in Arizona, |IPIA inspector goes
to the site, inspects it, verifies it and wites a final
approval . Until that final approval is issued by the third
party IPIA the sale is not conplete.

What that nmeans is for your -- | hate to cal
t hem nom and pop, but your independent retailers, they ve got to
wait on their nmoney. It could be two, three weeks. It could be
two, three nonths. Mst of them cannot afford to operate that.
The corporate ones that, you know, Cavco has, C ayton has,
ot hers, you know, they m ght have some nore flexibility,

because, you know, they have the funding of bigger corporate
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entities that that m ght not be a huge issue. So the date the
sale is conpl ete noves.

MR STEGVAYER: | might add, Debra, that that
al so inmpacts the consuner who might be actually getting into a
new horne.

MS. BLAKE: Exactly.

MR STEGVAYER. And they m ght be del ayed and
have to pay a parking rent or sonething |onger.

M5. BLAKE: Yes.

MR. STEGVAYER:. So it's not just the builder. It
woul d be the consuner himself or herself who would be inpacted
as wel|.

MS. BLAKE: Absolutely. Thank you for that, Joe.

Yeah. So it's -- there's a lot of things in this
new final rule, and the final rule is not going away. The
chal l enge for the regulatory subconmmttee is that we | ook at
some alternatives. W ook at sone reasonabl e sol utions that
make it work. So it's a big challenge. [|'Il be participating
inthat. | chair the regulatory subcommttee, and so -- and
it's conprised of a ot of other nenbers on the Consensus
Committee. So we'll be |ooking at that over the next couple of
nonths pretty much in detail |ooking for information from
manuf acturers, retailers. And that's why | want to be pretty
proactive about getting the information out there so that we get

good feedback.
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Governor's budget, we already tal ked about.

O her departnent updates, | would like to share
with you. Mhave County, |'ve been working with Ken Anderson
and the association, is that they have an ordi nance that they
are reviewing again that strictly limts the year of a
manuf act ured honme that can be installed in their jurisdiction,
and they are setting that at seven years. So today we're
bui | di ng 2016s, which nmeans that anything 2008 and ol der is not
allowed in the jurisdiction. Now, not only is that not a good
thing for the industry. |It's not a good thing for honeowners.
[f you own a 2007, good luck selling it if you' re in Mhave
County, because it can't be noved.

And so | made the association aware of the issue.
They' ve worked with them |'ve been involved. | did get a
| egal opinion fromthe Attorney General's office, which
supported what we believe is -- it's a violation of HUD
preenption. |If that has a HUD |l abel on it, it says it conforns
to all of the standards for construction, and the only caveat
beyond that is if a local jurisdiction determ nes that the hone
is no |onger habitable. And so that's kind of the push we want
to take with it. [1've talked to HUD a couple of different
tinmes. They're a bit slowin responding at tinmes, but | did get
t he ear of Panela Danner, who's the adm nistrator of the
program | told her about the AG opinion we have in Arizona.

Their attorneys are looking at it, so I'mgoing to send that to
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themto see if | can get sonmething fromthemas well that
supports the preenption approach and see if we can't encourage
Mohave County to do something different.

Anot her | ocal jurisdiction, the Town of Eagar is
| ooki ng at an ordi nance that bans nobile and nanufactured hones
fromits jurisdiction, period. Wwen | was in Louisville |ast
week, | learned of this yet nore exciting news for the industry.
I imediately nmade Ken Anderson aware of it, and so we'l| see
what we can do, if anything, to encourage that not to happen.

The last jurisdiction | want to talk to you about
is Yavapai County. They've been an IGA partner. In fact, one
of our best IGA partners. |1GAis a partnership between a | oca
jurisdiction and the departnent for the inspection of
installation of all manufactured hones and nobile honmes in their
jurisdiction,

Yavapai County is on a hiring freeze. Their
volune for site built has increased so that they can't support
additional volune without hiring additional staff. And so
regrettably, they have decided to term nate their agreenent with
us. That's effective February 1st.

So what the departnment is doing is conmtting to
a two- day-a-week inspection schedule in Yavapai County so that
we don't delay any installation activity. Again, installers
don't get paid until they're done with their work. Consuners

can't nove into their homes until it's done, and we wll see how
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t hat goes.

We | ooked at the nmonthly reporting vol umes we had
gotten from Yavapai County. It |ooks |ike we're |ooking at
about ten hones being installed a nonth. And so we believe that
we can support that with the two-day schedule. So we're very
flexible with it, whether that's a Monday and a Friday or what
two days a week it is. Again, we want to make it as seam ess to
all of our custoners as possible, but we'll have to pick that
jurisdiction up

We have an inspector who lives in Yavapai County.
W' ve had hi m down here working because of our |ocal volunme in
t he Phoenix netropolitan area, but it will be good for his
famly to have himhone a couple of extra days, and it wll be
good for our support of Yavapai County.

And M. Chairman, that's all the updates | have.

CHAI RMAN BAI RD: Okay. She -- Debra referred to
Ken Anderson, and for those of you who don't know, he's the
president of our Manufactured Housing Association. Ckay.

That's who he is.

Two maj or associations that we really deal wth
and count on for information and deal with, one is the
Manuf act ured Housing Industry of Arizona, and the other is the
Park Association --

MR JOHNLQZ: WHCA, Manufactured Housi ng

Communi ties of Arizona, | think.
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CHAI RVAN BAI RD:  Thank you, sir.

Last year for the -- we -- both of the
associ ati ons have an annual convention, and |ast year for the
first tine we joined forces, and we're doing it again this year.

MR JOHNLQZ:  Yes.

CHAI RVMAN BAI RD:  You know, to support, and it's
great. W both share a great nmenbership of the park owners
associ ation. They have al nost every park in the state that
bel ongs, and we have in the manufactured housing side. W have
al nost every discipline represented by -- it's probably 80 or 90
percent. So there's a lot of things going on that we can share
as we go forward. Good information.

Gkay. Thank you, Debra --

MS. BLAKE: You're wel cone.

CHAI RMAN BAIRD: -- for doing that, and before we
l et you tal k about finances, why don't we go over the Item
Nunber 3 that | failed to follow, the -- in sequence, review and
action on the transcripts. W all know you have transcripts.
You get theme-mailed to you. You can read them address them
If you don't |ose your e-nail, you can go on the web site and
see themas well, but we do need to approve them So the chair
wll entertain a notion to --

MR GLEESON. | nake a notion we approve the
m nut es.

CHAI RVAN BAI RD: Ckay. Second?

Griffin & Associates, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Reporter's Transcript of Proceedings - January 27, 2016

26

MR HOYLE: [I'IIl second.

CHAI RVAN BAI RD:  Second. Thank you.

Al in favor, aye.

BOARD MEMBERS: Aye.

CHAI RVMAN BAI RD: Agree. Passed. Thank you.

Ckay. Now we can tal k about nobney again.

Fi nanci al report.

M5. BLAKE: My favorite topic.

CHAI RVMAN BAIRD: It is.

MS. BLAKE: Find your tab in your booklet that
says Financial Reports, and that begins on page 11. Lots of
reports in this particular packet. Usually it's about three
nonths. O course, we had rescheduled a neeting, and so in this
packet you will find financial reports July, August, Septenber
Cct ober, Novenber, and Ayde was able to conpl ete Decenber's as
wel | --

CHAI RVAN BAI RD: G eat.

M5. BLAKE: -- which is great, because that's our
-- the first half of the year, our fiscal year.

So for the new -- benefit of the new nmenbers, the
first few-- first five nonths that are in there, I'm/looking at
page 12, this is the kind of information that's provided. You
see on the right-hand side this is for the month of July 2015.
This is the beginning of our fiscal year. |It's going to track

for you volunes of types of plan review, permts, inspections,
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insignias, licenses, all that kind of information that staff
here supports. Tells you what kind of volunmes for the nonth,
year to date, prior year to date as a conparison, and then gives
you financial information, the amount of fees that were

coll ected, again for that nonth, the year to date and then the
prior year to date for conparison purposes.

For those who obviously are new, haven't seen
this report before, you' re going to find something at the bottom
of page 12 that's called educational grants. W give a ot of
history on that. Basically what that is is as you serve on the
commttee, you'll hear about the Consumer Recovery Fund, and
we'll talk about that on the next agenda itemin nore detail,
but 75 percent of the prior year's interest accrued off the
recovery fund is avail able for educational grants. And that's
what this chart depicts down bel ow

You'll see that there's a | ot of nmoney avail abl e
for grants. Gants would come fromthe manufactured housing --
grant requests from manufactured housing communities, could conme
fromthe association Samtal ked to you about, could cone from
the Arizona Association of Manufactured Honme and RV Omners,
whi ch represents tenants and parks. And historically, we've had
sonme of those requests you'll see back in fiscal '07 and '08.
Then over the next few years you'll see that there haven't been
any. In fact, there have been sonme, but the board has not

approved them because the -- of sone inpacts to the recovery
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fund over the years. And so we'll talk nore in detail about
t hat under the next agenda item

If you flip to page 13, in every nonthly report
you'll also see sone production trending. You heard infornation
today that production is climbing. |1'll draw your attention to
what's highlighted in yellow for July of 2015, and you wll see,
if you just follow your finger across, that in 2011, production
volunes were really low, 78. They've slowy clinbed, and
they're up to 196. Now, this is production for al
manufacturers in Arizona for that nonth. So still not where it
was back in the 2006, 2007 years where it was three, four
al nost 500 homes produced per nonth, but it is going in the
right direction now. So just sonme interesting information there
for you.

At the very bottom of that page, you're going to
see some information al so about the nunber of installations for
nobi | e and manuf actured hones, and then to the far right, these
are commercial factory-built buildings. Again, see sone good
news there. For July, 332 installations reported, conpared to
the prior year being 200-and-sone and so on. So just sone
trending information for your information. So as you go through
here, you'|ll see that every nonth you're going to get those two
pages.

And then if you get to the last nonth in the

packet, which is going to be Decenber, which begins on page 22,
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that you're going to get the sane piece of information, and then
you're going to get some graphs that Ayde has done such a nice
job with beginning on page 24 that show you how revenue is
broken down, the nunmber of fees comng in. You'll see 25.3
percent of that came from manufactured housing permts. The
next, followed by the next biggest percentage being |icense
renewal s. So just so you get a sense for how the fees and how
the revenues are streamng into the departnent.

You'll find on page 25 it will give you the
fiscal year to date. It's the same revenue stream The first
one was for the nmonth. The second one is for the fiscal period
year to date. Kind of follows the sane pattern where pernits,
manuf act ured honme permts comng in tend to be the biggest
percent of revenue that we generate.

And then if you | ook on page 26, again, the graph
is going to show you the expenditure breakdown. Obviously the
bul k of our expenditure is payroll, followed by operating,
travel, equi pnment and professional services. So just how you
get a sense of the noney comng in and how it goes back out. So
a lot of information to absorb there.

The other thing that | would point you to is that
on page 22, sonething that | watch nonth to nonth that we
al ready tal ked about is that proration. Are our fees covering
our expenditures wthin that 95,105. You will see that right

now, in December we're tracking at about 91 percent, which is a
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l[ittle low Those of you who are new to the board and perhaps
new to how finances work in state governnent, there are sone
reasons for that. For exanple, there are certain expenditures
that are front loaded into the first or second nonth of the
budget. The rent of the building that we occupy woul d be one.
So that's a big dollar item W pay for all of that in July.
And so it's a bit skewed, because unlike having a nortgage,
you' re not paying a set anmount of noney every nonth. And so as
we catch up further in the fiscal cycle, we should see that
proration change. So that's why we don't provide you the
proration nmonth to nonth, because there are sone inpacts to it,
and we look at it nore towards the end of the year to nake our
deci sions for you.

CHAI RVAN BAI RD:  Debra?

MS. BLAKE: Yes, sir.

CHAI RMAN BAIRD: There's is also incone. HUD
i ncome comes in once a year, right?

MS. BLAKE: Yes.

CHAI RVMAN BAI RD:  Yeah. That's our |argest source
of incone.

M5. BLAKE: Yes. W get a -- | want to say
stipend, but that's not the word. Supplenmental paynment for the
i nspections that we do in the factories. W get small anounts
of noney every nonth, but then the current federal regulations

guarantee that we are paid at the rate of production that we
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just | ooked at back in the 2006, '07, which is good for us as a
state. W could not afford to continue to operate based on
production volunes today. So we get a lunp sum anmount that's
usual |y around 130 to $160,000 one time a year. So yes. Thank
you, Sam So there are other factors that inpact that.

M5. DOUGHTY: And when does that normally come
in?

M5. BLAKE: It -- the federal fiscal cycle ends

in Cctober. So it's due in October. W typically get it in

February.

MS. DOUGHTY: Ckay.

MS. BLAKE: Because there's a |l ong process by
whi ch that has to happen, and we have got it -- | think we got

it in January this year, because we just recently received it.

CHAI RVMAN BAIRD: But it's not included in that 91
percent, for exanple.

MS. DOUGHTY: This, right.

MS. BLAKE: Yeabh.

CHAI RVAN BAIRD:  So that wll...

MS. BLAKE: Correct.

CHAI RVAN BAI RD:  Yeah.

MS. BLAKE: Correct. Any other questions about
the financial reports?

CHAI RVAN BAIRD: | don't think so. Do we need to

approve those?
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MS. BLAKE: No.
CHAI RVAN BAIRD: | can't remenber. Association
Ckay. Here we don't. Cool

MS. BLAKE: Thank you.

CHAI RVAN BAI RD:  Most of the new peopl e probably
know what a recovery fund is.

MS. BLAKE:  Ahh.

CHAI RVMAN BAIRD: |s that our next iten? It is.

MS. BLAKE: It is our next agenda item

CHAI RVAN BAIRD:  Yeah. Unless there's any

ons on the financials. |[If you do have questions, | would

encourage you. Debra will talk to you, you know. Just call and

ask.
t 00.

quest i

t hat .
e- mai |
t hat,
boar d,
certai

cert ai

There -- other nenbers can try and work you through it,

So if you' ve got issues, just call. Wuat's the only bad
on? The one that's not asked, right?
MS. BLAKE: Right.
CHAI RMAN BAIRD: So don't hesitate.
MS. BLAKE: Thank you. And we are available for
| would just caution you as you've seen already in Ayde's
communi cati ons, and Joe's given us sone great feedback on
pl ease don't put it in an e-mail and copy it to the entire
because that violates open neeting |aws, but you
nly can e-mail me directly or Ayde individually, and we'll
nly get back to you.
CHAI RVAN BAIRD: Al right. Never reply all
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MS. BLAKE: Never

CHAI RVAN BAIRD:  That's the --

MS. BLAKE: Well, we're going to change our
process again thanks to Joe's feedback

CHAI RVAN BAI RD:  Onh, good.

M5. BLAKE: So that everyone will be blind copied
so you won't see everybody's, and if you reply to all, it's not
going to go to those who were blind copied, so..

CHAI RMAN BAI RD:  Perfect.

MS. BLAKE: Yeah. So thank you for that.

CHAI RVAN BAIRD:  Good. Cot that figured out.

Ckay. Wiat's a recovery fund?

MR STEGVAYER  Debra?

MS. BLAKE: Debra, what is the recovery fund?

CHAI RVAN BAIRD: It's where we protect our
consuner .

MS. BLAKE: | hate to say it's |like an insurance
policy, because those of you that represent the insurance
industry. It is sonething that's set in statute that basically
says for every honme that's sold, new honme that's sold, you pay a
certain anount that's actually set in statute, but adjustable by
the board, and currently it's $30. And that noney goes into
this recovery fund, and the purpose of the recovery fund is if a
retailer -- and again, for new people, retailer/dealer, they're

i nterchangeable. |It's sonebody who sells the homes -- fails to
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deliver all goods and services that they contracted with, and
then fails to correct the problenms with the consumer, the
consunmer can file a claimw th the department, and they can be
made whol e by nmoney that's in the recovery fund.

In addition to that, the departnment takes it a
step further, because all licensees are required to have a cash

bond or surety bond on file with us. So the departnment takes
care of the consumer, so they're nmade whole, and then the
depart ment goes after the surety bond and col | ects agai nst that
on behal f of the custoner. The custonmer can't get both. It's
one or the other.

The short version history of the recovery fund in
a nutshell was that the recovery fund has been extrenely healthy
in the past, in excess of a mllion dollars, which is good,
neaning a | ot of nmoney's coming in, not a ot of clains against
it. We had a period back in two-thousand --

MR. STEGVAYER: ' 08, '009.

MS. BLAKE: '10 -- yeah, '09, where
unfortunately -- | don't like to label -- but an unethica
busi ness practices took place. A retailer had taken noney from
consuners, significant noneys from several consumers, never
delivered their homes or never paid the flooring, the funding
source for the home, and the recovery fund had to pay out
$990- sone thousand, alnost a million dollars. And that's about

-- there wasn't enough noney in the recovery fund at that point

Griffin & Associates, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Reporter's Transcript of Proceedings - January 27, 2016

35

to pay everybody, nake them whole imediately. So then they had
to get on a waiting list. And as noney was replenished in the
recovery fund, they were paid out in whole in the order by which
they made their claim So that was not a good thing for the

i ndustry.

There have been statutory changes and things that
have gone into place driven by the industry itself where new
honme sal es have to go through an independent escrow conpany to
ensure a consuner doesn't get harned in that way again. That's
been in place since 2009, | believe. So that's a good thing.

And so what you see on page 27 is a sunmary of
the recovery fund as it sits today. The balance as of Decenber
30th was 411,000. As you see, prior -- all of these different
funds. There's also a cash bond fund that for those |icensees
who either have noney and prefer to post a cash bond or for sone
reason can't qualify for a surety bond, post cash with us, and
t hat cash bond earns interest every nonth. So the prior year's
interest, which for this case in Novenber was $222, gets added
into the recovery fund, and again, renmenber, that noney is
avai |l abl e for education purposes.

So the new bal ance going forward is the 411, 000.
Currently there are no clains that have either been received by
us, have been schedul ed for hearing or are not schedul ed for
hearing. So we have no outstanding clains right now So that

bal ance you see on the far right-hand side, the $411,000 is the
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current bal ance, and it's | ooking heal thy again.

CHAI RVAN BAIRD: That's great.

MR STEGVAYER  Now, Debra, the Registrar of
Contractors, | believe, asked the conplainant to go to the
l'i censed contractor's bonding conpany first before they'll
consi der paynent fromthe fund, but you're saying we go -- our
consuners go to this recovery fund first, and then we try to
collect for the bond?

M5. BLAKE: Yes.

MR. STEGVAYER: Wy don't we do it the sanme as
t he Registrar of Contractors?

M5. BLAKE: Well, | think the decision actually
probably by the board or the direction has been that sonetines
t hose clains against the surety band can take six nonths or
nore. They're not as tinmely. And so because we have the
recovery fund, and once it goes to a hearing officer to approve,
we can have a consumer paid out in a couple nonths. So it seens
nore to the benefit of the custonmers to do it that way, but
if -- you know, we can put on it a future agenda and see if we

need to nake a process change and do that differently going

forward.

CHAI RVAN BAIRD: | think it bears discussion

MR STEGVAYER  Sam you probably remenber better
than I, but in that case that Debra was referring to, it was a

coupl e cases, that one disreputable retailer.
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CHAI RVAN BAI RD:  The 990, 000. Yeah.

MR. STEGVAYER: Yeah. There was al so an issue,
as | recall, the hearing officer was very quick and | enient and
did not verify the |osses of consuners. And so the consuners
actually got much nmore than their damages. | recall we were
tal ki ng about that.

CHAI RMAN BAIRD: | think that was a di scussion.
The process is once the departnent has said, you' ve got a -- we
think you' ve got a claim then our consuner thinks they do, they
go before an adm nistrative judge, and all parties to the |oss
can explain themselves. And in this particular case, the
retail er was nowhere around. He was the nain person who caused
all the problens. So there were -- there was di scussi on about
sone people who were out $100 ended up getting $150,000. There
was sonme enotional things. There was sonme discussion. | don't

know, but there was something there. The Registrar of

Contractors are very -- it's a whole different process that we
go through. | nean, it really is, and it's totally different,
and it -- we should probably talk about it in an official
nmeeting once we have all the details. | think you're right,
Joe.

MS. BLAKE: Sure.
CHAI RMAN BAIRD: |1'm gl ad you brought that up.
MS. BLAKE: 1'Il make a note, and we'll add it to

t he next agenda.
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CHAI RVAN BAI RD:  Yeah.

MS. BLAKE: | know the Registrar of Contractors
has a $30,000 cap on any claimthat comes to them So if you
were damaged to the tune of 50,000, you know, | guess the
remai ni ng 20,000 that you can't recover, you could, you know, go
toacivil mtter. Qur recovery fund has no cap. As Joe said,
you have to submt clainms, what your actual damages were,
reviewed by a hearing officer, and then the determ nati on nmade
on what the department pays out of that fund. So I wll |ook at
our statutes, bring that to you, make sure that it |ooks at it,
| ook at the recovery fund process fromthe Registrar of
Contractors, and then we'll have it as an agenda itemto
di scuss.

CHAI RVAN BAI RD:  Now, just so everybody
under stands, once a claimis nmade and it's been approved by the
court, then the departnent can go agai nst the bond and we get
t he nmoney that way.

M5. DOUGHTY: Right.

MS. BLAKE: Right.

CHAI RVMAN BAIRD: It's not just retail. It's any
basic |licensee. The air-conditioning guy, for exanple, or the
awni ng guy or the setup person or the factory, you know, we're
all -- we all have bonds. |If you a license, you' ve got a bond,
pretty nuch.

MS. BLAKE: Yeabh.
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CHAI RMAN BAIRD: So that's what Deb's for.

MS. BLAKE: Unless you' re a sal esperson.

CHAI RMAN BAIRD:  Unl ess you're a sal esperson
Right, right.

M5. BLAKE: Yes.

CHAI RVAN BAIRD: Right. So -- cool

MS. BLAKE: (kay. Beginning on page 28 through
30 is just some nore detailed information as it relates to
recovery fund and conplaints received fromconsuners. These are
the conplaints that were verified. The board has previously
asked that we identify the manufacturer and the deal er and the
installer who were involved in the transaction, whether -- I'm
| ooki ng at page 28 -- whether or not it's a possible recovery
fund claim and then we always put notes in there that --
relative to the claim and so --

CHAI RVAN BAIRD: | don't know why we did that,
Debra. | can't recall as to why we asked for that.

MS. BLAKE: Well, we used to provide just the
conpl ai nant' s nane.

CHAI RVAN BAI RD:  Ch, naybe that was it.

MS. BLAKE: And then fol ks wanted nore detail
about it.

I f you | ook on page 29, then it actually gives
you even further detail as to what the details of the conplaint.

In this one the conpl ainant was -- |ast name was Ceorge. Hi's
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conplaint having to do with the manufacturer with sone fl oor
squeaks, with the installer. They're listed there. And then
with the dealer. And so that's just nore detailed information

CHAI RMAN BAI RD:  For your information, the rea
issue is possible recovery fund. That says no. That nmeans it's
bei ng handl ed.

MS. BLAKE. Right.

CHAI RMAN BAIRD: That's what it neans. |If it
says yes, those are the ones to key into.

MS. BLAKE: Right.

CHAI RVAN BAIRD: |'mnot sure we need this
informati on anynore, you know, because we've been so over -- the
past year-and-a-half, the industry has been actually pretty --
I"minvolved but -- in the industry as well, but we've been
really remarkabl e at policing ourselves. W just really have.
We don't have an issue. W've |earned our |esson when we spent

$991,000. That's our nmoney. That's the way we | ook at it.

And since then it's been -- we passed a new | aw.
W go to escrow now. W -- now we take care of these things.
W don't have any conplaints. | nmean, there's been years past

where there were 30 and 40 on here, you know, and they're just
not there. So I'mnot sure we need to have this anynore, this
kind of detail, other than the first page.

Uh-oh, we have a little...

M5. BLAKE: M. Chairman, this is an agenda item
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So

you' re wel come to decide what, if anything, you want reported on

conplaints. W can nodify it in any way the board deci des.

CHAIRVAN BAIRD: Well, throw it out there. Yes?

No? Maybe? Good information

M5. DOUGHTY: |'massumng you were just -- you

were doing it just to see if you saw any trends --

CHAI RVAN BAI RD:  Exactly.

MS. DOUGHTY: -- in certain areas or retailers

or...

CHAI RMAN BAI RD: Yeah. That's exactly what it

was. There's sone guy that's got all five of them but there's

never any on here. So | don't -- you know, | don't knowif it's

necessary. The first page, the summary, | think is wonderful.

It's there. But if zero, zero, zero, zero, zero, okay, next,
the way I'mlooking at it. But it's up to you.

Everette, any thoughts?

MR HOYLE: | think the detail is unnecessary.
certainly don't need to know about crossovers being an issue
or --

CHAI RVAN BAIRD:  Yes. Floor squeaks.

MR HOYLE: -- trims falling off or... Yeah.
think if a conplaint's filed, it is informative to know that.
But beyond that, | don't know that we need --

MR JOHNLQZ: What about just the first two

S
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pages, |ike 27 and 287

CHAI RVAN BAI RD:  Sure.

MR JOHNLQZ: Not the --

CHAI RVAN BAIRD:  Not the detail?

MR JOHNLQZ: Not the detail.

MR HOYLE: Yeah. Just 28.

CHAI RVAN BAI RD:  Yeah.

MR JOHNLQZ: Yeah. Just 28.

MR. HOYLE: Just 27 and 28.

MR JOHNLQZ: Just 27 and 28 woul d be nore what
t he board would need to see.

CHAI RVAN BAI RD:  Any ot her thoughts?

MR. HOYLE: | agree.

MR, GLEESON: Yeah. | think one of the reasons
was because of the nunmber they were claimng, you know, the
amount of noney that they were claimng before we tal ked about
earlier, but they were --

CHAI RVAN BAI RD:  Yeah.

MR GLEESON. -- they were getting nore noney
t han they were supposed to get.

CHAI RVAN BAIRD: Well, that's if it goes to --

MR, GLEESON: That's why we are listing the
items, because we were trying to figure out if they were --

CHAI RVAN BAI RD: Ch, okay. Maybe that was it.
Yeah.

42
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MR. GLEESON: That's the reason we did that.

CHAl RVAN BAIRD:  Fromthat point of view \Wat
he's saying i s, paraphrasing what he said, is that that -- if
this would have been listed, so that guy that was owed 100 grand
that got 150, we'd have said, wait a mnute. That's not --

MR JOHNLQZ: Yeah. There is 20 grand.

CHAI RMAN BAIRD: That's not -- whoa, whoa, whoa,
wai t here.

MR, GLEESON: Yeah. | think that's what we did.

MR, JOHNLQZ: That makes sense.

CHAI RVAN BAIRD:  Fromthat point of view it
makes sense.

MR, GLEESON: We were paying out 40 or $50, 000
for five or six itenms, which didn't even add up

MR. STEGVAYER: | think Terry's right. And then
the other thing is, too, to see not only the potential claim
amount that mght not be just, but also just the fact that what
are the issues going on? Are they serious issues to be dealt
with or are they mnor issues?

MR JOHNLQZ:  Un- huh.

MR STEGVAYER  You can bet -- | nmean, | held ny
comrent s when you nmentioned the same. Qur nane is on here, so
didn't want to speak out as if | try to get our nane on here,
but when | saw this in the e-mail, | actually sent -- you can

bet | checked wwth the division --
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CHAI RVAN BAI RD:  Absol utel y.

MR STEGVAYER: -- asked for the stats of this
and found out exactly what happened, and that the custoner did
have sonme floor squeak issues. Qur service people got out
there, took care of it. W wanted the service to be done, and
we woul d do that anyway, even if there wasn't an inspection. |If
the custonmer just called us up and said, our floor squeaks, we
woul d have been there, but if the floor squeaks, we didn't need
an inspection to do that. But it so happened the custoner had
ot her issues that apparently weren't maybe addressed, and so
t hey asked for an inspection.

But | -- sol -- 1 think that's probably why
we're |looking at this before we're acting -- all the parties
acting and what parties maybe were not reacting to the consuner.
But it does seemlike it's declined a great deal, so as you
mentioned, over the years all the parties are doing better. |
think that was just a bl anket statement on your part. | think
it's true. Every party in the consuner chain, the retailer, the
installer, manufacturer, all are doing better jobs, and | think
the state has been very diligent about |icensing and surety
bonds and those things. So it's so nuch tighter a |oop now, |
t hi nk.

CHAI RVAN BAIRD:  Well, naybe -- we're a new
group. W're going to be here for a bit, so naybe we just |et

it ride for a couple tinmes and then nake a decision. | nean, it
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doesn't hurt, right? | nmean, you know.

MR JOHNLCQZ: Doesn't hurt.

CHAI RVAN BAIRD: It worked. In your case, you
saw your name, you're like, oh, and so you nmade a phone call

MR STEGVAYER | woul d.

CHAI RVAN BAIRD: | would do that, too. | nean, |
would be all over it, you know. |[|'d say, oh, no, we took care
of that already.

MR, STEGVAYER  Yeah.

CHAI RVAN BAI RD:  You know, basically. Yeah. So
okay. Enough sai d.

Yes.

MR SYREK: A question. So the -- just
| ogistically, the fact that these were not possible recovery
funds, that's for a specific reason or just because the
conpl ai nts were handl ed through the deal er or, you know, at the
deal er | evel or manufacturer level? 1s that why they weren't --

M5. BLAKE: Well, the only way a consumer can get
to recovery fund is if it was a failure of the retailer.

MR SYREK: Ckay.

MS. BLAKE: So let's say, for exanple, and as Joe
and Sam both said, the department never has any issues with our
manuf acturers. Manufacturers fix it. Doesn't matter. That's
not a problem W have had sonme issues with retailers and

installers, and many tines the manufacturer will take it out of
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t heir nmoney because they want a happy custoner. But yes, so
sone of these complaints Iike the installer, if the conplaints
are all about the installer, you can't get to the recovery fund.

MR SYREK: Ckay.

MS. BLAKE: If the conplaint is about the
manuf acturer and the manufacturer says, |I'mnot fixing it, we
can't get to the recovery fund. The only issues here are under
the -- for verified to dealer, if the dealer doesn't nake those
good, that's how the custonmer gets to the recovery fund. So
that's why you'll see nos if you | ook on page 30. There's no
manuf acturer involved here. |It's just conplaints against the
wor kmanship of the installer. They can get to the bond, but
they can't get to the recovery fund.

MR SYREK: Ckay.

MS. BLAKE: Does that hel p?

MR. SYREK: Thank you. Yes.

MR JOHNLQZ: Debra, | have one question, and
this sort of fits in this. Wy -- on the new |licenses that were
-- that are issued on the list that you've sent out, why -- the
D8B | i censes, why do they not require a bond or why are they
exenpt ?

MS. BLAKE: Because statute exenpts them  Should
that be the way it works? That's up to you guys to decide, but
that would take a statutory change.

MR JOHNLQZ: Ckay.
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MS. BLAKE: So a broker -- a D8B is a broker
l'icense. They don't deal in any new hones. |It's resale hones.
And sal espeopl e who have to work under the |icense of a |icensed
deal er --

MR. JOHNLQZ: Do they have a trust fund -- or do
t hey have a trust account?

MS. BLAKE: No.

MR JOHNLQZ: No. So all their deals have to be
done through escrow.

MS. BLAKE: Well, yes, they have a trust account.
Gosh, | wish I'd brought ny statute book. All new hones and al
pre-owned homes with a sale value of 50,000 or nore have to go
t hrough escrow.

JOHNLQZ: Right. | understand that.
BLAKE: Yeah.

2 5 3

JOHNLQZ:  Unh- huh

MS. BLAKE: So if you're dealing with 20 or
$30, 000 hones, it's all through the trust account.

MR JOHNLQZ: Well, what I'mthinking is that a
| ot of these people are dealing in that five to $50,000 range.

MS. BLAKE: Right.

MR JOHNLQZ: And it seens to nme like if they' ve
got a trust account, they certainly should have a bond, because
that's where all the abuse has been over the years, has been in

the trust accounts where peopl e have absconded with that noney.
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CHAI RVAN BAIRD:  Ri ght.

MR JOHNLQZ: So why woul d they not have to have
a bond? | nean, | think that -- | nean, | understand that it's
statutory. That's why they don't have to have it currently, but
it seenms to ne |like they should have to have a bond. Wy would
t hey not have? |If they've got a trust account, why woul d they
not have to have a bond?

M5. BLAKE: W can certainly add to this the next
agenda - -

MR JOHNLQZ: Ckay.

MS. BLAKE: -- to talk about bond amounts for
licensing, specifically, if you want to tal k about the D8 broker
l'i cense.

MR JOHNLQZ: Because they're the only ones that
aren't required to have a bond; is that correct?

MS. BLAKE: Well, just for purposes of
information, and again, we'll have to agendize it, because
Frankie will be kicking me under the table, what |'m suggesting
to you is you |look at all the bonds at your next neeting, and
here's the reason why. And |I'mnot going to | ook at Terry
G eeson. Installer bonds are very |ow

MR, GLEESON. They are.

MS. BLAKE: They're only $10,000. As you can see
fromthis conplaint summary, that big laundry |ist of what the

installer --
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MR JOHNLQZ:  Sure.

CHAIRVMAN BAIRD: -- didn't do --

MR JOHNLQZ:  Unh- huh.

MS. BLAKE: -- that could easily exceed 10, 000.

MR JOHNLQZ: Right. On any one deal, nuch |less
mul ti pl e ones.

M5. BLAKE: On any one.

MR JOHNLQZ:  Yeah.

MS. BLAKE: On any one. |If you are an installer
and your oversight is through HUD at the federal level, so in
other words, Arizona's installation programis approved by HUD
many states don't have that, so HUD admnisters it. Installers
in those HUD-adm ni stered states have to have huge bonds, huge
bonds. Now, the bad news is it puts a |ot of installers out of
busi ness who can't qualify for a 30, 40, $50,000 bond. But
whil e you' re | ooking at the bond anmounts, 1'd like to present
themall to you, and then as a board you can di scuss the ones
that you want to discuss and not discuss the others.

CHAI RVMAN BAIRD: So in -- so if we want to change
them we would nake a recommendation. Then we'd have to go
t hrough the legislature to have the change?

MS. BLAKE: It would be the bond amounts are in
the rule.

CHAI RVAN BAI RD:  Yes.

MR HOYLE: Yeah,.
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M5. BLAKE: |If the board wants to change them
t he departnment would put forth an exception request for the rule
maki ng noratoriumw th the justification on why we believe that
this is inportant. |If it gets approved by the governors's
office, then it goes through rule making. Start to finish takes
about six nmonths to get it through.

MR JOHNLQZ: Ckay.

CHAI RVAN BAI RD:  Ckay. Cood.

MR JOHNLQZ: | think we ought to put that on the
agenda.

CHAI RMAN BAIRD: | agree. Let's do that.

MS. BLAKE: (kay.

CHAI RVAN BAI RD:  Wen we get the agenda, then
you' || give us the backup information on what the bonds are
and --

MS. BLAKE: | wll.

CHAI RVMAN BAIRD: Perfect. Good. Al right.

Next itemwould be fee structure. That's an
automatic review.

M5. BLAKE: It is. It's provided for you in your
packet beginning -- page 31. It's 31 and 32. No action at this
point in tine. At your next board neeting in April is the board
nmeeting where the board is required to set fees for the new
fiscal year that wll take place in July of 2016. And so in

March you' |l get e-mailed information from Ayde that gives you
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t he basis of our recommendations to the board so that you have,
you know, at least a full nmonth to review any reconmendati ons
that we're making for change and the reasons why, and then at
the April neeting, you will set the fees for the next fisca
year.

CHAI RMAN BAIRD: So we have the data for the --
financial data for the first six nonths?

MS. BLAKE: Correct.

CHAI RMAN BAIRD: By the April meeting? March
nmeeting?

MS. BLAKE: You'll set the fees at the Apri
neeting --

CHAI RVAN BAIRD:  April.

MS. BLAKE: -- which is md April

CHAI RVAN BAIRD:  So we shoul d have January and
February by then?

M5. BLAKE: Yes.

CHAI RMAN BAIRD:  So we shoul d have 8 of our 12
mont hs - -

MS. BLAKE: Right.

CHAI RMAN BAIRD: -- to review --

MS. BLAKE: Right.

CHAI RVAN BAIRD: -- and conpare notes on

M5. BLAKE: And we'll do a cost analysis Iike

we' ve done over the |last few years for you as to how we've
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determ ned the cost of providing certain services and see if,
you know, there's any indication for you to nake some
adjustments to the fees.
CHAI RVAN BAIRD:  So the goal, guys, is for us --
guys and gals, sorry -- is to come up with a 90 to the 110
percentage, try to -- around that 100 percent based upon what we

think future business will be for the fiscal year '17, and then
conpared to the expenses. So, you know... Good. So we'll have
much nore information than we ever had in the past to be able to
make an infornmed decision. W had that information |ast year,
and that's probably one of the reasons why we came up with the
99.5 right there, you know

Ckay. Call to the public. Public? | hear
not hi ng back

MR JOHNLOZ: | have one --

CHAI RVAN BAI RD:  Good.

MR, JOHNLQZ: -- question. Does this board have
any control over the relocation fund?

M5. BLAKE: No. There's ny short answer. No.

MR JOHNLQZ: Ckay.

MS. BLAKE: No. As you know, you could preach
this better than | could, the relocation fund, for those that
you don't know, the departnent is fiduciary over that fund, but
that fund is not state noney. |It's noney that everybody who

owns a nmanufactured hone or a nobile honme and lives in a nobile
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home park in Arizona pays a personal property tax assessnent
annual |y that goes into the fund.

It was established back in the '70s, and the
purpose of that fund is because -- and | have to say what Susan

Brenton always calls it, so | nmean no disrespect. |If you live
in a nobile home park, you rent the dirt. You own your hone.
And so you have no control over any decisions the | andowner
makes. We've seen a lot of parks, especially this |ast year and
a few years ago closing so that the light rail can go through,

it gets redevel oped as condos or apartments. And so the

| andowner, the courts have long held, it's your land. You can
do what you want with it.

So the purpose of the recovery fund is | own a
manufactured honme. | pay into it. |If ny park owner says, you
have a 180-day notice, this isn't going to be a nobile hone park
anynore, the relocation fund, the intent of it is that it wll
pay for reasonable costs to nove your honme fromthat park to a
different park or to private land. There is sone |egislative
action right now, some bills that have been dropped to raise the
anmount, because the cost of transporting, tearing down has gone
up. But that's the purpose of the relocation fund, and this
board has no input or ability to influence that in any way.

MR JOHNLQZ: Ckay.

CHAI RVAN BAI RD:  Who does, just for infornational

pur poses?
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MS. BLAKE: The trade organizations, NHCA,
Manuf act ured Housing Communities, that's the park owners, and
t hen AAVMHO, the Arizona Association For Manufactured Hone and RV
Omers, because it's their nmenbers that pay into that fund and
it's their noney.

CHAI RVAN BAI RD:  Okay. Wo adm nisters the fund?

MS. BLAKE: The departnent.

CHAI RVMAN BAI RD:  Under the new regine, are you
still going to adm nister it?

MS. BLAKE: The department. Well, nanufactured
housi ng. Yeah, we've done that.

CHAI RVAN BAIRD: So it will be up to the
Department of Housi ng.

MR STEGVAYER. How do you determ ne the anount
then that the person receives.

MS. BLAKE: It's set in statute. If it's a
single wde --

MR STEGVMAYER | see.

MS. BLAKE: -- you can get up to 5,000. Double
wi de, or they call it multi wide, up to 10,000, and then if it's
ground set, it's an additional 1,250. But we're finding
trendi ng over the last few years that tenants are having to pay
two, three, $4,000 out of pocket, and many can't afford to do
so, and so -- yeah

CHAI RVAN BAIRD:  kay. Al right.
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MR. JOHNLQZ: There have been several, several
parks that either have closed or in the process of closing just
in the |last year or so.

MS. BLAKE: Ch, we have one staff nmenber who
depends on the activity. She's spending 35 percent of her
wor kday dealing wth relocation requests.

MR JOHNLQGZ: |'m sure.

MS. BLAKE: Yeah. We've had sonme ones that have
been, you know, newsworthy, you know. The City of Tenpe
condemmed t he one park.

MR, JOHNLQZ:  Unh- huh.

MS. BLAKE: | believe that man has passed away
now. But anyway, the homes were unhabitable. W' ve had one in
-- the only nobile honme park in Scottsdale, Weel |Inn Ranch
just closed. Very old homes but well maintained.

CHAI RVAN BAI RD:  Yeah.

MR JOHNLQZ:  Un- huh

MS. BLAKE: And you couldn't -- they couldn't
find a place to nove themto, because nost parks won't take --

MR JOHNLQZ: Most of them are pre-HUD.

MS. BLAKE: Most of themwere pre-HUD --

CHAI RVAN BAI RD:  Unh- huh.

MS. BLAKE: -- and so we did a |ot of
abandonnments, and that's not a |lot of noney. It was 1, 250.

CHAI RVAN BAIRD:  Very nice park. Very nice park.
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JOHNLQZ: Very nice park.
BLAKE: Beautiful park.
STEGVAYER: \Were was it |ocated at?

23 5 3

JOHNLQZ:  Scottsdal e Road.

CHAI RVMAN BAIRD: It's on Thomas --

MR JOHNLQZ: It's on Thonas.

CHAI RMAN BAIRD: It's on Thomas, just east of
Scott sdal e Road a coupl e bl ocks.

MR, JOHNLQZ:  Yeah.

CHAI RMAN BAI RD:  Three bl ocks.

MR STEGVAYER | think | know the pl ace.

MS. BLAKE: Yeabh.

CHAI RVAN BAI RD:  North, south.

M5. BLAKE: It's now going to be an RV park, but
not a nmobile honme. No nobile homes. It has to be an RV. No
par k nodel s now.

CHAI RVBN BAIRD: Real ly?

MS. BLAKE: That's what |'ve been told by the
owner .

JOHNLOZ: Wiy would he do that?
DOUGHTY:  Yeah, why woul d you do that?
STEGVAYER: That doesn't nake sense.
BLAKE: Money.

SYREK: Space rent is --

5 3 » 3 » 3

BLAKE: Space rent's different. Yeah. It
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was a shame. The residents fought it, fought it, fought it.

CHAl RVAN BAIRD: | nean, there were people in
there that lived there for 40 years.

MR JOHNLQZ:  Yeah.

CHAI RMAN BAI RD:  You know.

MS. BLAKE: And had no place el se to go.

CHAI RVAN BAIRD:  Ri ght.

MS. BLAKE: They didn't have famly to take them
in. They couldn't afford assisted living, which is very
expensi ve, so yeah

CHAI RMAN BAI RD:  Amazi ng.

Do we have anot her colum here?

MS. BLAKE: W have the schedul e.

CHAI RVAN BAIRD: | know. 1'm-- does anybody
have anything el se you want to tal k about here?

MS. BLAKE: Like to discuss --

MR HOYLE: M. Chairnman, | actually have a
guesti on.

CHAI RVAN BAI RD: Pl ease.

MR. HOYLE: The -- back to the consolidation
di scussi on.

M5. BLAKE: Yes.

MR. HOYLE: This is the question. Licensing at
this point intime will remain the same and under jurisdiction

of this office in whatever formit's noving into?

57
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MS. BLAKE: Yes.

MR HOYLE: So it will remain the sane?

MS. BLAKE: Yes. The Ofice of Manufactured
Housi ng includes |icensing, plan review, conplaints, permtting,
i nspection in the factories and inspection in the field for
installation. So all of those people that you currently
interact with, including mne, we are all going as a unit.

MR HOYLE: Well, that -- your answer is going to
| ead i nto anot her question then about the IPIA factory
i nspections, and what's going on on a national level. How
difficult would it be for the state to certify our field install
i nspectors to inspect IPIA? It's -- | call it an extension of
the factory, because you're --

MS. BLAKE: You're tal king about for the on-site
construction?

MR- HOYLE: Yeah. How difficult would it be for
themto be trained to -- they're already out in the field to
inspect that. O is it even an option?

MS. BLAKE: Well, | think that it depends.

That's the fanous answer, right?

MR. HOYLE: Yeah. Sure.

MS. BLAKE: It depends on what the on-site
construction is. If you're talking about stuccoing the outside
finish, probably that's an | RC code thing.

MR HOYLE: Right.
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MS. BLAKE: Wiich is probably very simlar to the
HUD code, which adopts --

MR, HOYLE: Right.

MS. BLAKE: -- certain things. So that's
probably doable. |If you're tal king about sonething internal
you' re tal king about a tankless water heater, you' re talking
about other things that are not necessarily conparable with the
IRC, then I think it gets nore difficult, because the HUD code
i's unique to any other building code.

MR, HOYLE: Right.

MS. BLAKE: And | think it's doable, but there
woul d be a huge | earning curve.

MR HOYLE: Yeah. Ckay.

MS. BLAKE: And again, | think hones are going to
be shi pped, obviously what the final rule says, substantially
conpli ant.

MR, HOYLE: Right.

M5. BLAKE: | nean, obviously in the field,
you're not going to put in, you know, a water distribution
systeminside the home or things like that. So there's nore
unknown about it than known.

MR. HOYLE: Under st ood.

MS. BLAKE: But that's a good question.

MR HOYLE: Thank you.

CHAl RVAN BAIRD: Well, the far majority wll be

Griffin & Associates, LLC
602.264.2230




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Reporter's Transcript of Proceedings - January 27, 2016

60

shipped the way they are now, totally conplete.

MS. BLAKE: Oh, of course.

CHAI RVAN BAIRD: | nmean, we're -- a large
per cent age.

MR, HOYLE: Right.

CHAI RVAN BAI RD: 90 percent probably.

MS. BLAKE: And | think depending on how
successful we are with maki ng recommendations and nodifications
to HUD, manufacturers are going to make those deci sions about,
well, is on-site construction an option for themor not. So it
wi Il be an interesting discussion.

CHAI RVMAN BAI RD:  Okay. Qur next meeting is
schedul ed for?

MS. BLAKE: Ayde?

MS. SANCHEZ: April 20.

CHAI RVAN BAIRD: If you go to page 33, you'll see
that we tried to schedule out through '16 so you can adjust your
cal endars and such. | think it's inportant for us to be here.
| nean, we've all volunteered to be here, and we want to be
here. And there's sonme people who are absent who haven't been
here very nuch, and so we need fol ks that want to be invol ved.
And so if you can't be involved, that's okay. That's cool.
Not hi ng wrong, but you need to step aside, | think, and let --
consi der stepping aside and | et sonebody who can be here be

here. You know, if you can't be here -- we all can't be
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everywhere every tine. W know that. W can't do that, but
when you' ve got sonebody that's mssing three times in a row,
it's like, whoa, cone on, so..

MR, JOHNLQZ: Are these dates going to be pretty

firn?

CHAI RVAN BAIRD: | think these -- well, except --
in your case we'll make an exception.

MS. BLAKE: We're all --

CHAI RVAN BAIRD:  Tell us when you're going to be
in California and we will schedule that. Yeah. | think so.

MR STEGVAYER: July 20, you're not --

MR JOHNLQZ: No, I'mgood with all these dates.
| just want to know if you' re going to change them or not.

MR STEGVAYER  Yeah.

CHAl RMAN BAIRD: He says he didn't get an e-nuil.
Everybody el se got one.

MS. BLAKE: Well, I wll apologize for the |ast
change was ny fault.

CHAI RVAN BAIRD: It was.

MS. BLAKE: | didn't know when the Manufactured
Housi ng Consensus Committee neeting was going to be, and once |
knew, obviously it was in conflict with our originally schedul ed
date. | offered to not be at this neeting and have you have it
| ast week, but Samwasn't having any of that. So that was ny

fault. | apol ogi ze.
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MR JOHNLQZ: That's fine. | nean, things are

going to change. | was just --

CHAI RMAN BAIRD: | know what you're doing.
MR- JOHNLQZ: -- digging a little hole for Sam
CHAI RMAN BAI RD:  Yeah. But we're okay. So our

next one's April 20th? Yay. W'Il all have our taxes paid by

t hen,

filed.

enter

and everybody will be able to cone.

MS. BLAKE: Well, filed. Maybe not paid, but

MS. DOUGHTY: Yeah. R ght.

MR JOHNLQZ: Theoretically, anyway.

CHAI RVAN BAIRD:  True. Al right. Well, let's
-- we'll entertain a notion to adjourn.

MR JOHNLQZ: So noved.

CHAI RVAN BAI RD:  Second?

MR. GLEESON:.  Second.

MR. HOYLE: | second.

CHAI RMAN BAIRD: I n favor?

BOARD MEMBERS: Aye.

CHAI RVAN BAI RD:  Thanks, everybody.

MS. BLAKE: Thank you.

(Proceedi ng concluded at 2:23 p.m)
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STATE OF ARl ZONA )
) SS.
COUNTY OF MARI COPA )

BE I T KNOM that the foregoing proceedi ngs were taken
before me; that the witness before testifying was duly sworn by
me to testify to the whole truth; that the foregoing pages are a
full, true and accurate record of the proceedings, all done to
the best of ny skill and ability; that the proceedi ngs were
t aken down by ne in stenographic shorthand and thereafter
reduced to print under ny direction.

| CERTIFY that | amin no way related to any of the
parties hereto, nor aml in any way interested in the outcone
her eof .

[ ] Review and signature was requested.
[ ] Review and signature was wai ved.
[ X] Review and signature not required.
| CERTIFY that | have conplied with the ethica
obligations set forth in ACIA 7-206(F)(3) and ACJA 7-206

J(1)(9) (1) and (2).
DATED at Phoeni x, Arizona, this 16th day of February

2016.

TERESA A. VANMVETER, RMR

Certified Reporter

Certificate No. 50876

* * * * *
| CERTIFY that GRIFFIN & ASSOCI ATES, LLC, has conplied

with the ethical obligations set forth in ACIA 7-206
(J)(1)(g) (1) through (6).

GRI FFI N & ASSOCI ATES, LLC
Regi stered Reporting Firm
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