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ARTHUR CHI CK
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ALSO PRESENT:
MARY ANN KNI GHT
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BETTY RI SER
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PROCEEDI NGS

CHAI RMAN WAI T:  Thank you very much. I1'd |ike

to go ahead and call the meeting to order. Rol |l call,
pl ease.

MS. MARQUEZ: Ross Wait.

CHAlI RMAN WAI T: Present .

MS. MARQUEZ: Sam Baird.

BOARD MEMBER BAI RD: Her e.

MS. MARQUEZ: Art hur Chi ck.

BOARD MEMBER CHI CK: Her e.

MS. MARQUEZ: Paul DeSancti s.

BOARD MEMBER DeSANCTI S: Her e.

MS. MARQUEZ: Neal Haney.

BOARD MEMBER HANEY: Her e.

MS. MARQUEZ: Troy Hyde. Not here, absent.

Zeke Q eh.

BOARD MEMBER OJEH: Her e.

MS. MARQUEZ: Joseph Stegmayer.

BOARD MEMBER STEGMAYER: Her e.

MS. MARQUEZ: Roger Wendt. He is no | onger
Board nmenber.

Gene Pal ma.

MR. PALMA: Her e.

MS. MARQUEZ: Debra Bl ake.

a
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MS. BLAKE: Her e.

MS. MARQUEZ: Bet h Soli ere.

MS. SOLI ERE: Her e.

MS. MARQUEZ: Mary W Il iams.

MS. W LLI AMS: Her e.

CHAI RMAN WAI T:  Thank you. All right, I'd |ike

to go ahead and have soneone entertain a notion to approve
both the court reporter's transcript and the abbreviated
m nut es of October 19, 2011.

BOARD MEMBER OJEH: So nmoved.

CHAI RMAN WAI T:  Any di scussion?

Al'l those in favor say aye.

(Affirmative responses.)

CHAI RMAN WAI T:  All right, nmotion carries.
Thank you.

Before we go to the next item on the agenda --
go ahead.

MS. BLAKE: M. Chairman, can | just draw your
attention to that we have sonmebody joining us at the
table, and this is Terry Gl eason. He was appoi nted by the
Governor to serve on this Board. Today he is here
observing. He can't participate in discussions, he can't
participate in the vote, because we are waiting for his
oath of loyalty, so he is here just to observe.

CHAI RMAN WAI T: Okay, very good. | think what

MARGARET HARCARI K (602) 908- 0043
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"1l do, because you know, last time there were several
here but we didn't have a quorum and we had Art here and
now we have Terry here. l'"d like to wel come you both
aboard officially at this time.

What we did last time, for the benefit of all
t he Board menbers perhaps, Art, tell us a little bit about
yourself, and | will have you do that next, Terry, just so

the other Board nmenmbers are aware, SoO.

BOARD MEMBER CHI CK: Well, my name is Arthur
Chi ck. | Iive in Apache Junction. | filled the seat
somewhat different than the other new menmber. | happen to

own a manufactured home and live in a manufactured park,
which | do.

| was school ed at Boston. | have a B.S. Degree
in accounting from Bentley University and a Master's
Degree from Boston University. | was in the paper
i ndustry for most of nmy |ife, manufacturing side. | moved
to the State of Arizona in 2005 on a permanent basis, but
have been com ng to Arizona since 1999, and | have |ived

the lifestyle of a manufactured home in a manufactured

home par k.

So, | look forward to serving on this Board.
hope | can make a contri bution. It's going to be an
experience, one that | |ook forward to. Thank you.

CHAI RMAN WAI T:  Thank you, Arthur.

MARGARET HARCARI K (602) 908- 0043
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Terry, please.

MR. GLEASON: Well, | got into the nobile hone
business in ny teens back in Indiana, and I moved to
Arizona in 1980, and | started my business in 1984, and I
just would like to be on the Board and try to help improve
the industry.

CHAI RMAN WAI T:  And you're an installer?

MR. GLEASON: | am an installer, yes.

CHAI RMAN WAI T:  And where at?

MR. GLEASON: In Mesa.

CHAI RMAN WAI T: Okay.

BOARD MEMBER BAI RD: In Arizona.

CHAI RMAN WAI T: Mesa, Arizona.

MR. GLEASON: | al so have an awni ng conpany and
an air-conditioning company that kind of goes along with
t hose two.

CHAI RMAN WAI T:  Thank you bot h.

And let the record reflect that Troy Hyde has
joined us. Thank you.

BOARD MEMBER HYDE: Sorry for my tardiness.

CHAI RMAN WAI T: That's quite all right.

The next item --

BOARD MEMBER CHI CK: M. Chai rman, one quick
guestion on the m nutes, page three of the performance

audit, sunset review. The m nutes refer to a statute, a

MARGARET HARCARI K (602) 908- 0043
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scheduled time. \What was that statute, for ny
edification? Do you know?
CHAI RMAN WAI T: | "' m not sure. | woul d have to
| ook, and |I'm not sure where you even are, which page.
BOARD MEMBER CHI CK: On the m nutes, page

three, performance audit, sunset review, the | ast

sent ence.

MS. BLAKE: OCkay, | can point you to that. I
didn't bring nmy statute book. Under the -- excuse me just
a second.

MR. PALMA: 2194.

MS. BLAKE: Thank you, Gene. \What it talks
about here, it says here that the statute allows for
adm ni strative functions performed by the Departnent to be
somet hing considered as part of the pro ration of revenue
to expenses. The Department's | ongstandi ng understanding,
and may have had some | egal opinion on that, was that
adm ni strative functions did not specifically, in ternms of
the fees, include things like, if you call in to change
your address for your license. There is a fee for that.

And if you |l ook in your Board packet today,
under the tab FY fee schedule, if you |look at the bottom
nunbering, that would be page 35 in today's book, you'l
see a list on page 35, the last of a block which is called

adm nistrative function fees, and those are all of the
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fees that we charge for those adm nistrative functions.

So, that had been the basis for the fees and expenditures

that relate to those.

What this audit determned is that any cost

associ ated with the adm nistrative functions, not just

fees, has to be considered an OVH expendi ture.

For exanple, our licensing function is,

t he

t he

salary for that particular individual was never consi dered

as an expenditure for OWVH, and now the audit says we nust

consi der that, and fees, if need be, adjusted to

accommodate full recovery cost of all the expenditures

conpared to all the fees we bring in.

Does that help?

BOARD MEMBER CHI CK: Yes. Now, was that
41-2144, or 21947

MS. BLAKE: Did you say 94, Gene?

MR. PALMA: ' m | ooking it up right now.
41-2194, | believe, but |I'm doubl e-checki ng.
MS. BLAKE: It sounds right. We'Ill verify it

ei ther at the end of this meeting or --

MR. PALMA: At the speed of a holiday express

| ane.
CHAI RMAN WAI T:  We'l|l come back to that
Gene has that targeted, all right.

The next item on the agenda, with | egal

when

MARGARET HARCARI K (602) 908- 0043
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counsel's approval, can | just nove that further down the
agenda?

MS. W LLIAMS: The selection of the chair?
That's fine.

CHAI RMAN WAI T: So |l will take the Chairman's
prerogative and do that.

The item number five on the agenda is financi al
report, and this is an area, Terry, where you're going to
have to just pick up the ball, after Roger has been here
15 years. He asked more questions about these reports
t han any man alive. Or woman. So there's a role you
m ght want to fill.

MR. GLEASON: Okay.

MS. BLAKE: But not today.

CHAI RMAN WAI T: Not today. In the future.

MR. GLEASON: ' m just here to |isten.

CHAI RMAN WAI T:  Anyway, you have all the
reports before you for the various nonths, and so, | would
entertain any questions regarding those reports.

MS. BLAKE: That starts on page five in your
packet.

CHAI RMAN WA T: Five as of September, October,
Novenber .

BOARD MEMBER CHI CK: M. Chairman, question.

CHAI RMAN WAI T: Yes, sir.

MARGARET HARCARI K (602) 908- 0043
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BOARD MEMBER CHI CK: My question is, what does

MBL represent, as an abbreviation?

MS. BLAKE: Where do you see that?

BOARD MEMBER CHI CK: | see it in the report

called MBL slash --

MS. BLAKE: Oh. It's M slash --

BOARD MEMBER HANEY: It's going to be either

mobi | e or manufactured homes, depending on when it was

built. Mobil e i nsignias, page siX.

MS. BLAKE: Okay. It's mobil e or manufactured

homes. Thank you, Neal.

BOARD MEMBER HANEY: It's factory-built homes.

CHAI RMAN WAI T: They couldn't get |esser

nunmbers. Keeps proving different. Amazing. | think the

singl e biggest problemis the lack of ability to

get

financing for them That's a real chall enge. Even in

Yuma, where there's snowbirds, and very good credit, it's

very important, because when you think about it,
financed. That's certainly not true today.
BOARD MEMBER CHI CK: M. Chair man.

CHAI RMAN WAI T: Yes, sir.

t hey were

BOARD MEMBER CHI CK: Question. When woul d we

anticipate having the year, this is, now, are we
fiscal year?

CHAlI RMAN WAI T: Yes. It ends June 30.

on a

So we

MARGARET HARCARI K (602) 908- 0043
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are, you're |looking at roughly the first six months here.
Fi ve nmont hs.

BOARD MEMBER CHI CK: That answers nmy question.
Thank you.

CHAI RMAN WAI T: You' re wel come.

BOARD MEMBER HYDE: So we project a |loss then?

MS. BLAKE: Yes.

BOARD MEMBER HYDE: Significant.

BOARD MEMBER HANEY: M. Chair man.

CHAlI RMAN WAI T: Yes, sir.

BOARD MEMBER HANEY: | know t hat when we were
here last time, and asked Debra afterwards, one thing that
caught my eye was the fact that there was $323,899 in
interest fromfiscal 2011

CHAI RMAN WAI T: Ri ght .

BOARD MEMBER HANEY: Seemed |i ke a huge amount,
and conme to find out that that was interest that had
accunul ated over a nunber of years on cash bond accounts.

CHAI RMAN WAI T: Exactly.

BOARD MEMBER HANEY: And that has been put into
the recovery fund, which in | ooking at the recovery fund
information, we currently have a bal ance of 88,000, with
about 81,000 in possible claims, and | just wanted to note
that. When we | ook at the indications on this up to a

certain percentage of the previous year's interest can be

MARGARET HARCARI K (602) 908- 0043




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

12

desi gnated for education, but even though that part of it
says two hundred and sixty-some thousand, we, in fact,
only have in the recovery fund a possi ble $8, 000.

CHAI RMAN WAI T: Ri ght .

OCkay. Any further questions on the charts, the
financial information?

Troy?

BOARD MEMBER HYDE: On the estimted
expenditures, does this six eighty-eight include the newy
prorated adm nistrative costs, or is that before that
consi deration?

MS. BLAKE: Currently, it is before that
consi der ati on.

BOARD MEMBER HYDE: So when we factor in the
adm ni strative costs, that six eighty-eight goes up.

MS. BLAKE: \What page are you | ooking at?

BOARD MEMBER HYDE: 27, November.

MS. BLAKE: "' m sorry.

BOARD MEMBER HYDE: 27. Esti mat ed annual
expendi tures, 688, 000.

MS. BLAKE: Right.

BOARD MEMBER HYDE: That does not include the
adm ni strative costs that are going to be consi dered.

MS. BLAKE: Correct. And that is about

$50, 000.

MARGARET HARCARI K (602) 908- 0043
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BOARD MEMBER HYDE: So, we are actually | ooking
at collecting about five fifty out of seven twenty-five.

MS. BLAKE: Yes.

BOARD MEMBER HYDE: Or seven thirty-five.

MS. BLAKE: Yes.

CHAI RMAN WAI T:  So, when you | ook at the,
Debra, when you | ook at the esti mated annual expenditures
in September, | mean, just so we understand. " m an
accountant and | have been here |like 15 years, and this
most difficult government accounting in general is
i mpossi ble to understand. Honestly, it's very difficult.

And it's not accrued like, let's say in a
busi ness entity where you know something is comng. You
m ght not know the exact anount, and you accrue a certain
amount a nmonth, so you anticipate it, and you know,
accounts receivable or accounts payable and those sorts of
t hi ngs.

This all just lands, it comes in, and then all
of a sudden everything is skewed one way or another, and
that just seens to be the nature of the beast. A number
of states have gone over to what | call non-governnent al
accounting, so they are nore able to understand.

But | would assume when you | ook on page five,
where you have estimated annual revenues and esti mated

annual expenditures, that the biggest numbers | am going

MARGARET HARCARI K (602) 908- 0043
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to tal k about

expenditures is in round nunmbers 483,000

anticipated then. Now you come to page 27,

the anticipated has jumped to $688, 000.

to junp nore this year

and that now

So, is that going

where the estimted revenue stays

basically the same. It changes |ike a thousand bucks is

all.

MS. BLAKE: Central Services Bureau, who is

anot her, you know, part of another State agency that we

contract with to do our

us, | think the method that she uses is --

poi nt your attention to sonething that

you' re tal king about,

accounting functions basically for

well, et me

speaks to what

t he accounting method.

| f you | ook at Septenber 2007, page five, you

see that the current expenditures were, 10,

sonmet hi ng.

CHAI RMAN WAI T: Ri ght .

MS. BLAKE

mont h, you see what

Oct ober, the current expenditures were 108,

all over the place because of

000, 9,900

If you flip to page 16 for the next

Ross was making mention of. I n

000. So, it's

the cash fl ow.

And if you | ook at Novenber, on page 27,

current expenditures 58, 000.

are tal king about. You'll see it's fairly

the revenues,

in September,

So there's no flow |ike you

consistent with

as you mentioned. Current revenue deposits

71, 000. In October, 60, 000,

and it dropped

MARGARET HARCARI K (602) 908- 0043
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consi derably in November

down to 50, 000, but | believe the

met hod CSB uses, it calcul ates the sumtotal of all of the

current expenditures, year

nunmber of months so far,

to date, divides them by the

year to date, and then multiplies

it by 12, to get an average.

BOARD MEMBER HANEY: So it has no meani ng.

MS. BLAKE: It

met hod that's used.

CHAI RMAN WAI T:

li ke the annual rent for

want to explain it. But

has no meaning, but that's the

And correct me if |'m wrong,

occupancy expense, however you

all of a sudden one month you pay

the whole thing for the year. So all of a sudden, rather

t han saying put it in, |
you know, over the next

you know. lt's just, it

t 1

S prepaid and then take it out,

12 nonths or however you're doing,

]

ust, you know, takes and skews

the nunbers so badly, they're actually meani ngl ess.

MS. BLAKE: And the same thing, I'll have to

defer to Mary Ann, and enployee's benefits |I think are

ei ther annual or twice a year.

MS. KNI GHT:

enpl oyee's benefits.

|t

changes pretty much monthly for

MS. BLAKE: Mont hly, but grant is one time a

year.

MR. PALMA: Yeah, as far as our risk benefits,

it's a one-time expense.

MARGARET HARCARI K (602) 908- 0043
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MS. BLAKE: So --

CHAI RMAN WAI T:  This is kind of |ike what Neal
has been scream ng about ever since he's been on this
Board. We all have. It's frustrating.

Yes, Troy?

BOARD MEMBER HYDE: Just a quick question on

t hat .

CHAI RMAN WAI T: On whi ch?

BOARD MEMBER HYDE: How t hose expenses are
figured. | just took year-to-date expenditures as of

November, 286, 000, and that is seven nonths of the year so
far.

BOARD MEMBER HANEY: So far.

CHAI RMAN WAI T: By five.

MS. BLAKE: It starts in July.

CHAI RMAN WAI T: July 1.

BOARD MEMBER HYDE: So five, that ends up to
what, 55,0007

BOARD MEMBER HANEY: It's about 57, 000.

BOARD MEMBER HYDE: Times 12, puts us over the
550, 000. | f we used the Septenber numbers, it puts us
under their estimated expenditure.

CHAI RMAN WA T: Yeah, that's what drives you
crazy. There's no rhyme or reason to it.

FEMALE SPEAKER: So, what that conmes down to --

MARGARET HARCARI K (602) 908- 0043
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BOARD MEMBER HYDE: That's what the 688 is.
It's the 57,735 times 12.

BOARD MEMBER HANEY: It's the 286 divided by
five times 12.

CHAI RMAN WA T: Mary Ann, go ahead and speak,
pl ease.

MS. KNI GHT: It's because of that |unp sum that
comes out at the beginning of the year for the rent that
skews it. That's exactly what it is, what we were talking
about .

CHAI RMAN WAI T:  So, how much, just ballpark, is
that rent?

MR. PALMA: $223, 000.

CHAI RMAN WAIT: So it's paid in one nonth, but
it's for the whol e year?

BOARD MEMBER OJEH: Yes.

CHAI RMAN WAI T:  And it is not necessarily
happening July 1 or July, the first nonth. You know, it
happens, | don't know, whenever.

BOARD MEMBER BAIRD: Well, when does it happen?

MR. PALMA: This year it happened in July.

BOARD MEMBER HYDE: Thi s year.

MR. PALMA: Last year it happened, | believe in
Oct ober and March, | believe, and the year before that it
happened -- don't ask me, it was split up among the year.

MARGARET HARCARI K (602) 908- 0043
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BOARD MEMBER HYDE: s | ast year
expenses on here?

MR. PALMA: Last fiscal year?

BOARD MEMBER HYDE: Yeah

CHAI RMAN WAI T:  They show year-t
year.

MS. BLAKE: Prior year-to-date,
based on that nonth.

BOARD MEMBER HYDE: We don't hav
fiscal year total ?

CHAI RMAN WAI T: I f you | ook at t

s total

o-date, prior

but that's

e a prior

he prior year-

to-date total, you know, it mght or it m ght not have the

rent in it, because it was October |last year and July this

year. So, what do you do?

BOARD MEMBER HYDE: Right. This

is what | was

asking, if there was a total year, fiscal year expenditure

nunber .

MS. BLAKE: There is, and | can

e-mail that to

you. It would have been as of June 30th | ast year, but |

don't have those records with me right now.
BOARD MEMBER HYDE: | was just c
was in line with the 688 or with the 482.

CHAI RMAN WAI T: | took 15 hours

urious if it

of governnent

accounting when | was in school, and | came to the

conclusion it was so no one knew anyt hing.

You coul d
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obscure what's going on. W certainly see that at the
federal level all the time in many states, except the few
t hat have changed over to private accounting, and you
know, someone else does their accounting for them W
don't do it here, so we are at the nmercy of other State
agenci es or subcontractors, but it is enough to drive you
crazy trying to figure it out, and how do we stay within
the 95 to 105, or | mean, it's difficult.

BOARD MEMBER HYDE: Right. W're either
charging too much in fees or not charging enough

CHAI RMAN WAI T: Ri ght. There's been times
where we could have done away with all fees in prior
years. That goes back probably ten years ago. W could
have had zero renewal fees and made noney. Sounds crazy,
doesn't it, but it's the way it was then.

BOARD MEMBER HANEY: Certainly, | think your
point is, that if we had fiscal year 2011 year end, we
could use that at |east as a basis.

BOARD MEMBER HYDE: Basel i ne, yes.

BOARD MEMBER HANEY: To determ ne what we can
expect in expenses for the current fiscal year, rather
t han taking year-to-date expenses and dividing it by the
number of months and nultiplying it by 12.

BOARD MEMBER HYDE: Or a budget for this year.

CHAI RMAN WAI T:  You just can't, you really

MARGARET HARCARI K (602) 908- 0043
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can't do it. The only time that you can really kind of
conmpare apples to apples would be June, end of June, and
you | ook at the prior year June expenditures, prior year's
June incone. Unl ess they had two rents in one year. I
mean, who knows, you know?

BOARD MEMBER BAI RD: | have a question.

CHAI RMAN WAI T: Yes, Sam

BOARD MEMBER BAI RD: Ot her than rent, is there
any anot her expenditure that's listed on a yearly basis?
Or not on a nmonthly basis, | guess is the question.

MS. BLAKE: Yes.

MR. PALMA: We have risk management, which is,
this year was once a year, risk managenment prem um  And
then we have an interservice agreement with CSB who
prepares our accounting, and that is four times a year.
And then with Attorney General's office, four tines a
year. So, | believe those are the only ones that are on
a, not on an annual basis that we pay on, say a quarterly
basi s.

What happens sonetimes too is, we get billed
by, say our telecomunications, and for whatever reason,
they don't bill us in a timely fashion, so we get |like two
mont hs at once, and then by the time we prepare the
invoice, send it over to CSB, who then pays -- is that

right?
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MS. KNI GHT: Uh- huh.

MR. PALMA: We're | ooking at three nonths

wi t hdrawal from our fund, rather than say a one nonth.

So, you're |ooking at, say 60-some thousand in terns of,

say for exanple, nmotor vehicle fleet costs,

and then you

may have, the next month have nothing, or the next two

mont hs have not hi ng. It's because of the different

entities that are involved and how we get billed, too.

That's what part of the difficulty is, in ternms of

pl anni ng.

MS. BLAKE: And in addition to that, depending

on how our general fund noney -- mary Ann m ght have to

help me with this, but depending on how the allocations

are disbursed to us, if we are over our budget at a

certain stage, they may not pay any invoices until the

next, is it allocation, Mary Ann?
MS. KNI GHT: Next quarter.

MS. BLAKE: Next quarter's noney

us. So, that's why the flow of expenditures

is granted to

is really

just all over the place. There's so many factors going

on.

BOARD MEMBER OJEH: And that would make it hard

to conpare nonth-to-nonth too.

MS. BLAKE: It's al most i nmpossible.

BOARD MEMBER OJEH: | know, just

an additional
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fact. | know this school district that got an audit from
the Attorney General because it had a cash bal ance was out
of whack. \When they received nmoney from the federal
governnment, the government stipulates that they are
supposed to maintain X anount of nmoney. They shouldn't be
havi ng nmore nmoney sitting on their books than they have
actually spent.

Now t hey get their nmoney fromthe State. The
State neanwhile will send them sometimes nore than they
had credit for, in the hope that, you know, after a while
t hey would just catch up, but when the auditors come, it
is not of their own making. It goes to what Chairman Ross
was saying, that, you know, the governmental accounting is
just hard to understand someti nmes.

So here you have in a bunch of prepared audit
writings, they expended X ampunt of nmoney, requested X
fromthe State. The State gave them Y., and so, it's
really hard, you know, sometimes to know.

CHAI RMAN WAI' T:  Well, | would personally say
it's inmpossible. Let's just cut to the bottomline here.
The accountant's brain has been ticking over there.

BOARD MEMBER CHI CK: M. Chair man. Fi scal year
ending 2011, July 2011. How much i nformation is provided
in those reports, actual expenditures or however the nobney

is allocated?
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CHAl RMAN WAI T:  That would be June 30, is what
you're really saying.

MS. BLAKE: June 30th. And then there is also
somet hing they use, the 13-nmonth accounti ng. So, the

nunber as of June 30 may not be the close of the fiscal
year, because they add another month of adjustment, and
so, we would know what the actual was by the end of July,
first of August, following the end of the fiscal year on
June 30. We'll know what the actual is.

BOARD MEMBER CHI CK: Did we have that in 2011?

MS. BLAKE: We have it. Have we provided it to
the Board in that format? No.

BOARD MEMBER CHI CK: Could | request that,
pl ease?

CHAI RMAN WAI T: You certainly may.

BOARD MEMBER BAI RD: M ght | request 2010 and
2009 as wel | ?

CHAI RMAN WAI T: What you're asking for is the
final year-end numbers of income and expenditures?

BOARD MEMBER HANEY: Yes.

CHAl RMAN WAIT: And let me tell you, the sole
reason | brought this up, this discussion so to speak, is

there seemed to be a void regarding the financial

statenments, but you know, the

this Board, and | think it's

re is alot of new members on

i mportant that they

MARGARET HARCAR
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understand the frustrations that we as Board menbers face,
and the challenges we face when it comes to | ooking at the
nunmbers that are presented to us. It is a challenge.

BOARD MEMBER CHI CK: | have a question.

CHAI RMAN WAI T: Yes, sir.

BOARD MEMBER CHI CK: What happens if we don't
make budget? In other words, we are in the red, and this
is a self-sustaining Department, is it not?

CHAI RMAN WAIT: Well, it's supposed to be,
let's put it that way.

BOARD MEMBER CHI CK: What if the --

CHAI RMAN WAI T: The funds don't go into the
general fund, correct?

MS. BLAKE: All of the fees go into the general
fund. We get a general fund all ocation. In addition to
t hat, we have other revenue sources that are not fees.

For exanpl e, under our contractual agreements
with H U D at the federal |evel, we get paynents from
them nonthly, and then under stipul ated agreenment with
them we get a lump sum distribution every year, based on
federal regs.

BOARD MEMBER CHI CK: M. Chai rman, Debra, are
those reflected in the fiscal year-ending reports, those
payments as such?

MS. BLAKE: This report? Not as a fee

MARGARET HARCARI K (602) 908- 0043
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revenue.

In the total FY budget end, yes.

BOARD MEMBER CHI CK: Okay. So that we would

expect to see the paynents.

MS. BLAKE: Well, you can see that, yes, and

we'll provide that to you. Just to clarify, that's not an

OVH revenue, and so the OWVH revenue, for purposes of the

board, is the fee revenue. H. U. D. funds are not a fee

revenue, but we'll give you all the information you want,
t 0o. |'m not trying to split hairs, |I'"mjust saying there
are other budgetary sources for our total budget that are
separate and apart fromthe OVH fee, the OVH expenditure,
that the Board is responsible for.

BOARD MEMBER CHI CK: But the OVH -- excuse me,
M. Chairman.

CHAI RMAN WAI T: Certainly.

BOARD MEMBER CHI CK: The OWMH provides services

associated with H. U D. paynents, is that --

MS. BLAKE: We do.

BOARD MEMBER CHI CK: So we are providing a

service on a fee basis that does not reflect, well, H. U D.

doesn't,
short fal
adequat e,

money.

t hey pay us noney for it, so our fees may not be
I, in other words inadequate. Our fees may be

given the fact that H U.D. is going to supply us

MS. BLAKE: Well, let me see if | can explain
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it a different way. So, let's say that we have an

i nspector who goes out and inspects the work

that is done

in the manufacturing facilities, okay. So, his salary, or

hers, his salary would be an expenditure for

OVH. I n

terms of the budgeting preparation, let's say through

time-tracking sheets and whatever, we know that he spends

75 percent of his time doing those inspections, and he

spends 25 percent of his time -- | flubbed this, but

that's okay. Let's say he spends 75 percent

of his tinme

doing inspections related to H U.D., and 25 percent of his

time is on other OVH activities.
The 75 percent of his salary that
related to H U.D. fees that we receive, are t

out of the H. U D. fund. It's managed in that

is directly
aken solely

way. The

H.U. D. fund has a dedi cated purpose and we take rel ated

expenses directly out of there.

So, that has nothing to do with the fee

structure that you all decide, that has to cover the other

25 percent of the activity he does for OHM

Did that help or make it worse?

BOARD MEMBER CHI CK: Yeah, that hel ped. |t

still is confusing, but sooner or |ater --
MS. BLAKE: Welcome to my worl d.
that the statute tal ks about, and I'I1l direct

numbers if you want to jot them down.

So the fees

you to those
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Thank you, Betty, for bringing the book up.
Statute 41-2144. And this goes back to the
prior, |I'mon page three where Art posed the question.

Statute 41-2144(A)(4). This is under powers and duties of

t he Board.

The Board shall establish a schedul e of fees
payabl e by persons, licenses and owners of units regul ated
by this chapter for inspections, licensing, so on and so

forth, and adm nistrative functions.

If you | ook back at the fee schedule to that
list of fees for adm nistrative functions, that is how the
Department since the beginning of time, is ny
under st andi ng, has interpreted that fee, therefore,
conpared to expenditures.

Now, through this audit, if you go to statute
41-2171, it says that the Office of Admnistration is to
provi de adm ni strative services necessary to facilitate
the operation of the Office of Manufactured Housing and
the Office of the Fire Marshall

What the legal interpretation was, fromthe
Auditor's office, is any adm nistrative services provided
need to be included as an expenditure that the Board fees
have to cover. So that's a different interpretation than
what we have ever had before, but it appears to be

somet hing that we need to conply with now.
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So, the only one of those adm nistrative
services that is directly the responsibility of OWVH fees
is the licensing departnment, so, the salary associ ated
with that and any other expenditures directly related to
the Iicensing function. Consumer conplaints are part of
OVH services as well, but they are paid through other
funds. The H. U.D. fund, the relocation fund, because
those activities directly support the complaints, the
petition process, and directly support the H U D. function
for State adm nistrative agency reporting, and so on and
so forth.

So, those are not things that, they support it,
but our fees don't have to cover those expenses, because
they come out of another dedicated financial account.

CHAI RMAN WAI T: Troy?

BOARD MEMBER HYDE: Maybe this isn't the right
time, but last time we met, you guys were going to be,
Director Palm was going to be testifying before the
Legi sl ature regarding the audit, if |I'mnot m staken.

Li ke the next day after our meeting.

MS. BLAKE: Actually it was yesterday.

BOARD MEMBER HYDE: For the first one, and
there was sonme question regardi ng whether the
recommendati ons were required or they were just thoughts,

or if we had previous, our counsel previously had told you
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we didn't have to do that. Whether any of that was to be
taken into consideration and used. Your response was you
woul d find out when you got feedback fromthe
Legi sl ature.

Di d anyt hing happen out of that?

MS. W LLI AMS: Can | just clarify? Are you
moving to item nunmber six now? We were on the financi al

reports. Are you done with that itenf

BOARD MEMBER HYDE: | wasn't tal king about
fees. | was just curious because she was tal king about
how we were having to -- we can push back.

MS. W LLI AMS: It has to be on, whatever you're
going to talk about has to be related to the agenda.

BOARD MEMBER HYDE: It was just in response to
t hat .

BOARD MEMBER HANEY: Any part of the financial
reports go back to the audit, and what he was aski ng about
was there were sone things that came out of the audit that
were going to be followed up on.

BOARD MEMBER HYDE: We can tal k about whatever
you guys want .

MS. W LLI AMS: Ki nd of combine five and six if
you want .

BOARD MEMBER CHI CK: Well, M. Chairmn, you

know, what Troy's question is leading up to is our ability
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to address the fee schedul e, because this is basically
where |'mcomng from is how do we make reasonabl e good
judgment in establishing a fee if we have slippery
information? | don't mean slippery in the sense that it's
there, but it's not consistent.

CHAI RMAN WAIT: Well, |let me just go ahead and
|l et's address both five and six at the same time, because
there is a little crossover. And then we are not doing
anything, so any questions we have, we'll come back and
address fees specifically.

But if both of those agenda items are open for
di scussion, | will tell you this. You know, we have to
address fees to keep within the 95 to 105 for our years,
and we have to have that conmpleted by May, but you know,
we don't have conmplete year-end statements. The staff
does as good a job as they can, but again, we never really
have conpl ete numbers of income and expenses.

And t hen, who knows if they are even correct,
to be honest with you, until let's say sonmetinme in August
when the 13th month is complete. Well, you know, it's
li ke using a Ouija board. | don't know. It is a
chall enge, but we do our best. That's all | can say.

MS. BLAKE: Right. And M. Chairman, if | may
rem nd Board menmbers when we had the October 2011 neeting,

we tal ked in depth about the financial report and the
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numbers that are on there, and then in ternms of the fee
schedule as well, and we made some recommendati ons that,
based on the information we provide you in financi al
reports, and we've already tal ked about that being what it
is. It does, it hinders your ability to make those
deci si ons.

We tal ked about again, part of the audit report
is that the Department has been taxed with doing sonme cost
anal ysis about: What does it cost to perform an
installation inspection? What does it cost to go to the
pl ant and do an inspection?

So, we need to do the cost analysis on those
things so we can say to the Board: Okay, we know it costs
t his. The current fee is this. So, that's first. So we
know we need to do that. We are working on it.

We don't, as Gene said in the |ast nmeeting, we
don't employ full-time accountants, CPAs. W are doing
the best we can do and we are working on it. It's going
to be probably the second quarter of this nonth before we
can get that to you, have it available for you.

The other thing we tal ked about at that

meeting, just as a rem nder is -- and Paul, you're here on
the phone. Are you still with us?
BOARD MEMBER DeSANCTI S: | sure am

MS. BLAKE: Okay. Paul , and | think also Joe,
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tal ked about that there are certain fees that we charge,
for example, the licensing renewal fee. The way that you
all, for those of you that have been on the Board forever
and established fees, you annually renew your |icense.
And let's say, just for sake of argument, your original

l'i cense was $800. Your renewal license is 400.

Well, now we have taken advantage of sone,
comng up with some additional technol ogy where you can
renew your license on |ine. You can pay with a credit
card, you log on, you do it. A report gets generated to
Beth's Department and |licensing. They update it into the
| icensing database, and it's a pretty stream ined
process. We haven't done the cost analysis, but off the
top of what we think we know, that no way costs $400,
because we are spending an hour or two on it. So, we are,
the cost recovery in sonme of these fees is going to far
exceed the actual cost of doing it.

And | think Board members discussed at that
point you all understand that, because the cost of doing
busi ness sometimes is that, if you want us here to think
we add value to the industry, and you' ve indicated that we
do, sonebody has to pay fees to support what this
Department does for you.

So, two things: W are working on the costs so

that we can give you those numbers. | s that going to be
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the fin

appropr

al thing that hel ps you deci de what fees are

iate? Probably not. But at | east you

will have

information in front of you. At this point in time, all

we have
appears
the end

as your

is the financial reports to tell you where it

to an accounting cashflow that we are tracking for
of the fiscal year. And do you want to use that
basis? You decided in October, no -- you want to

wait until the cost analysis is done.

VWhat does that nmean? |t means that

for end of

fiscal '12, comng up in six nmonths or so, the fees are
not going to cover the expenses.

BOARD MEMBER HANEY: But we don't know t hat
because we don't have any good numbers.

MS. BLAKE: We are on track now for it. W
haven't met it. Last year, we didn't meet it. Last year
we met it at 94 percent, according to our figures, 90
percent according to the Auditor's figures, because of the
adm ni strative services for |icensing. So, we didn't neet
it last year. A lot of that is because of where the

i ndustry has been at.

see mor
| ast ye

Board v

Things are | ooking better. W are starting to

e activity, more production, but we didn't meet it

ar, and we reduced the fees for this year, through

ote. We are still not seeing a | ot of

volume that is going to conmpensate for that.

production
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So,

are not going t

| guess, a reasonable standard applies, we

o neet it this year for fiscal year

either. And so, it's at the Board's discretion, what you

do with the fees. Just know that we are not going to

meet, in all |i

keli hood, the 95 to 105. W won't know

that for sure until the final reports come out for fiscal

12, which likely will be August of this year.

CHAI

RMAN WAI T: Yes, Zeke.

BOARD MEMBER OJEH: | understand what you are

sayi ng, Debra,

and al so understand that as Board menmbers,

you know, we have that judiciary fiduciary to stay within

the 95 to 105.

Wth that in mnd, is there any way that staff

can | ook up all

of , project all of the possible costs that

we are going to incur? And then every nonth see if we can

wor k towards meeting that? |If we | ook back, it wl

reflect very poorly on all of us here if two years in a

row we don't meet the 95 to 105.

| will say that it would be inperative for us,

on us to do everything we can, if it means nonitoring

expenses, if it

means havi ng, you know, every nmonth where

"1l be on this, moving towards that target, where we are

t owar ds anot her
it's likely thr

of one thing or

target. If we don't do it, and you know,
ee years in a row we won't meet it, because

anot her.
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MS. BLAKE: Yes, we have a fiscal budget
prepared that we're working on right now for fiscal '12.
| mean, it's done. It's what we work from And you know,
we know what the budget is. W could certainly give you
that information. We know what our expenditures are
supposed to be. Again, we don't have total control over
what they are. The fees, we have no control over, because
they are what they are, and it depends on what's going on
in the industry.

But we could tell you what the budget is, what
we anticipate and have budgeted from an expenditure
st andpoi nt, yes.

CHAI RMAN WAI T: Sam

BOARD MEMBER BAIRD: To that budget, is this
based upon the new ruling by the Attorney General's
office, the newest expenses that we will be incurring, the
extra?

MS. BLAKE: Yes.

BOARD MEMBER BAI RD: So, the budget includes
t hose nunmbers?

MS. BLAKE: Ri ght . From t he Auditor General's
office, yes.

BOARD MEMBER BAI RD: The Auditor General. So
with the budget that, | would |like for us all to have that

budget .
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CHAI RMAN WA T: Sure. That's something you can

e-mail to us; is that correct, Debra?

MS. BLAKE: Yes.

CHAI RMAN WAI T:  Along with those final year-end

income and expenditure nunmbers for those three years

that's been requested? Thank you.

BOARD MEMBER BAI RD: Okay. So, the numbers are

i nclusive of the additional, the differences between what

we thought was a 94-percent conpliance |ast year, versus

what the Auditor General said was a 90 percent. Last
we woul d have been at 90. Is that correct?

MS. BLAKE: The fiscal '12 budget?

year

BOARD MEMBER BAI RD: Fi scal '11, which we came

in at 94 percent, which you mentioned --

MS. BLAKE: Yes, the fiscal '11 budget did not

i nclude that.

BOARD MEMBER BAI RD: If it had, it would have

been at 90 percent?

MS. BLAKE: According to the Auditor General's

cal cul ati ons, yes.

BOARD MEMBER BAI RD: Ri ght, which is the way

we're going forward, and that's the way the 2012 budget is

establ i shed?
MS. BLAKE: That's correct.

BOARD MEMBER BAI RD: We thought we were at

94
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percent, which is --

BOARD MEMBER OJEH: Close to 95

MS. BLAKE: We did good.

BOARD MEMBER BAI RD: What was it, Debra, for
2010? Do you recall?

BOARD MEMBER HYDE: | wasn't here, but | ast
time we tal ked, it was 107. | thought it was over.

CHAI RMAN WAI T: Yes, many times we have been
over.

BOARD MEMBER BAIRD: That's one of the reasons
why we | owered it by two percent or something.

MS. BLAKE: Well, you raised it in 2010, 12
percent, and that's how we got to the 94 percent for |ast
year.

BOARD MEMBER HANEY: | think what Troy has
asked and what Sam has asked, and several other people
pr obably have too. Every one of us is in business. I
have my clients who say: \What are your expenses and what
is your income going to be for the year going forward?
Maybe you usually want it two or three nonths before the
end of my fiscal year, or cal endar year, whatever the
accounting is under.

And so | sit there and | | ook at the |ast two
or three years' figures, and | take into account trends

and vacanci es or whatever it is, what utility rates are
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doi ng, what the government is doing, things |like that, and
make a projection. And we have been over, since |'ve been
on the Board | ooking at these kinds of reports, trying to
make a wild guess at what we are going to be and | think
most of us here are businessmen. | know Terry is. ' ve
known himqquite a while. W' ve got an accountant here,

ot her businessmen, that | think if we had, you know, real
nunbers and the final accounting for the fiscal 2009, '10
and '11 are real numbers, | assune.

MS. BLAKE: Yes.

CHAI RMAN WAI T: As real as you can get.

BOARD MEMBER HANEY: Speaki ng of gover nmental
nunbers, as real as we get. | mean, certainly we can, you
know, make some pretty good projections based on that. W
have got some industry heads here that can make sone
pretty accurate projections about what the industry is
going to be doing over the next year or two.

And | think those are the kinds of things that
will help us know what, | think we can make some pretty
good estimtes on what our expenses and income are going
to be, if we had real numbers over the |ast several years
to work with. And | think a cost analysis of the
di fferent functions performed would help us be able to
al l ocate the expenses.

You know, even if we end up still charging nore
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for licensing, we understand that that's a necessary

function of our industry, and that that may be way out of

line with what it actually costs us, but in the long term

we can at | east make a better allocation of expenses, or
income to the expenses that are incurred.

MS. BLAKE: M. Chairman and Board nmenmbers, to
your point, and well made at several Board meetings.
Woul d you |ike some evidence to those nmonthly financi al
reports that provided you with the flow of fee revenue,
but really doesn't provide, you know, and current
expendi tures, current revenues, but doesn't project these
nunbers out, which as you all said, appear to be

meani ngl ess to you.

Does that make it worse for you, to get nunbers

that really are guessti mates?

Do you not want them on this report? Would you

rat her see the budget amount? | mean, you need to tell wu
what you want. We'|ll provide you what you want, but this
is the format for the report that the Board approved some
time ago, and if we need to consider a different format,
different set of nunmbers, so that you all don't have to
struggle with this Board meeting after Board meeting --

CHAI RMAN WAI T:  We normally don't. We brought
it upon ourselves here today. It's a good opinion on

t hi ngs. It's enlightening.

S

a
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MS. BLAKE: Yeah, we talk about it at every
meeting. We don't have any control over it, but if you
can't use it for anything, so why do we give it to you? |

mean, what do you want, and how do we fix this going

forward?

|f you want prior fiscal year and baseline,
we'll get you that.

| f you want the budgeted amount for the year
and where we are tracking them we'll get you that.

BOARD MEMBER HANEY: | think the information
that is here is good, the current expenditures, the
current revenue, |l ast year's year-to-date, sanme thing, is
good information to have, because at least it allows us to
conmpare the same time period.

| think the thing that is useless is estimted
annual revenue, based on revenue divided by current nunber
of months times 12. And the same thing with the esti mated
annual expenditures. That's a worthless number because of
t he huge fluctuation because of the way things are taken
out .

| think if we had a budget nunber that we can
| ook at and say: All right, we budgeted for the year this
amount, that would be more hel pful. The current
expenditures, year-to-date expenditures, prior

year-to-date expenditures, and the same way with income.
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Then | think that is helpful information. Their esti mated
annual, the way they estimate it is a useless piece of
i nformation.

MS. BLAKE: Ckay.

BOARD MEMBER HANEY: That's just my opinion.

MS. BLAKE: M. Chairman, do you want to take
Board di scussi on, Board vote on removing the estimated
annual revenue expenses fromthese reports?

CHAI RMAN WAI T: Well, | think we ought to just
| eave it there. We'd have it there historically. | would
rather just leave it, and if we need something for further
clarification, 1'd like to add somethi ng, rather than
del et e.

And | agree, it's fairly meaningless, but it's

still a number | think we should | ook at.

Troy?

BOARD MEMBER HYDE: Well, it was well said.
was saying the exact sanme thing. | think we just add our

actual budget expenses and our estimated inconme to it.

CHAI RMAN WAI T: Zeke.

BOARD MEMBER OJEH: | woul dn't want themto
have to do any more work than necessary, and | know it's
frustrating on everyone. \What | think would be nost
hel pful, though, is if we ook at 12-month fiscal year

revenue expenses for two years. Most of us here woul d be
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able to extrapolate, just see it on one page, you know.

12 months, this is how much you got every nmonth, how much

you received, spent, received and spent, for two years, we

shoul d be able to.
It m ght not be accurate, but we should
to extrapol ate that projection over 12 nonths.

| don't think that would be hard to get

be abl e

even,

you know, but in terms of changing this, adding that, you

know, we have had this for as long as | can remenmber, but

| wouldn't want to create more work for them

CHAI RMAN WAI T: Troy?

BOARD MEMBER HYDE: | don't want to drive this

point into the ground, but | know we tal ked about

sometinmes they pull out |ike a whole year at a time, and

if they look at a whole year, it doesn't matter when it's

pul |l ed out.

CHAI RMAN WAI T: Ri ght .

BOARD MEMBER HYDE: That's why those nonthly

nunbers are meani ngless to me. We |ook at the annualized

numbers, it clears all that up.

CHAI RMAN WAI T: | think the most i nmportant

thing we have com ng towards us is, you know, the 13

periods for '09, "10 and '11l, and hopefully just got to

hope that maybe rent is not twice in one year, or

somet hing else twice, but the odds are it's proper,

and
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so, those numbers are going to help.

BOARD MEMBER HANEY: It should be visable.

BOARD MEMBER HYDE: We can footnote that out.
| know what you're saying.

MS. BLAKE: But you're just wanting the final
total s.

CHAlI RMAN WAI T: Yes, for the year.

MS. BLAKE: So it won't make any difference how
many times it went.

BOARD MEMBER OJEH: It's vital to get them | f
you don't have the numbers, we don't know what happened,
but if we do have the nmonthly, you can say in August, this
t hi ng happened.

In July, this is the trend. | n September this
t hi ng happened. Or maybe they did it one year, and then
they waited until the next year to do it, and then you can
know the difference.

For instance, if in one nonth, say in July they
charge us $10, 000, and then, you know, we know that they
do that twice a year. And then in August, they charge
$20,000. The total for those two would be 25.

At the end of the year, you would have 25, 000,
but you don't know that maybe sonmet hing happened that | ed
to that increase. So that is why when you have the

mont hly, you have better material than having just totals.
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Does it make sense, what |'mtrying to explain?

MR. PALMA: Yes, it does.

BOARD MEMBER OJEH: It's easier, you know,
circumstances that, you know, led to those, you m ght be
able to tell every month, but it doesn't matter.

If the group wants the total, we can
extrapol ate from those.

CHAI RMAN WAI T: W th your budget that you
prepared, so, if one year the rent all comes in October,
then do you, hopefully you've guessed October? 1Is that
correct? |s that how the budget works, that you take
these quarterly payments you make, these annual paynments,
and so you prepare a 12-nmonth budget; correct?

MS. BLAKE: Yes.

CHAI RMAN WAI T: And so you do your best to
deci de when these, all your expenditures, and the biggest
ones that skew the nunbers are these |lump sunms, and you do
your best to put those where they're supposed to go, and
see how you're doing that year-to-date; correct?

MR. PALMA: Yes.

CHAI RMAN WAI T:  And in your opinion, is that a
useful nunber for us? |Is the budget versus actual useful
to this Board?

MR. PALMA: Well, | think it is, just because

of the perspective it gives you, yes. | think it would be

MARGARET HARCARI K (602) 908- 0043




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

45

useful, but

gi ve us?

besi de t he

think is important

read.

and | appreciate your

CHAI RMAN WAI T:

MR. PALMA: It

s that a difficult thing to

shoul dn't be, no.

MS. BLAKE: No.

CHAI RMAN WAI T:

MR. PALMA: I

CHAI RMAN WAI T:

MR. PALMA: \W\h

Thank you.
just want, we want what you want.
| understand.

atever i s easier, convenient, is

point. We want to give you the information you

CHAI RMAN WAI T:

in the formthat is easier for you to

And the only point |I'm making,

comment very nmuch, but if all it

does is provide us with another meaningless nunmber, there

is no use having staff

don't want

do it.

That's why |'m asking your opinion, because |

you to, have you do sonething that's

meani ngl ess.

MR. PALMA: An

M. Chai r man.

It's just that

d | appreciate that,

| think it better, the answer is

better provided by the Board as to whether that would be a

useful number or not.

CHAI RMAN WAI T:

Well, let's do this going
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f orward.

Can you provide that to us, and let us | ook at

it for some period of time, and then we can deci de whet her

it is meaningful to us?

budget .

mont hly,

MR. PALMA: Yes.
MS. BLAKE: Mont hly or annual budget?
CHAI RMAN WAI T: No, |I'm tal king monthly

mean, is that a big challenge to send us the

the monthly that shows -- here is what |, here is

how my budgets worKk. Here is this nmonth, here is the

budget for

t hi s mont h. Here is the year to date, here is

the year-to-date budget. And here is the variances.

| assume you have that?
MS. BLAKE: Yes.

CHAI RMAN WAI T: That's somet hing you have. s

it difficult, let's say to e-mail that to us?

MS. BLAKE: No.

CHAI RMAN WAI T: On an on-goi ng basis. ' m not

tal ki ng about - -

MS. BLAKE: You want that in an e-mail every

mont h, once that nonthly reporting is in?

gener al

CHAI RMAN WAI T: Correct. s that -- in

m j ust asking, do you Board members feel that

way? Sonmething you'd like to see for a period of tinme,

just to see what it |ooks like?

BOARD MEMBER HANEY: See how beneficial it is.
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BOARD MEMBER OJEH
CHAI RMAN WAI T: But
BOARD MEMBER OJEH
MS. BLAKE
BOARD MEMBER HYDE:
of .
BOARD MEMBER OJEH
are called

every other year?

MS. BLAKE: No.
BOARD MEMBER OJEH
BOARD MEMBER CHI CK:
CHAI RMAN WAI T:
BOARD MEMBER CHI CK:

expenses, the variables

revenue side, or |

revenue side, plus or
expenses.

Because if you | ook at
Commerce, the rent

generally fixed.

operating expenses.

Yes.

in this,
woul d anticipate it

m nus budget

is a fixed nunber.

There aren't

| have anot her questi on.
do you generally support -

Yeah, | raised nmy hand.

You were going |like this.

| thought you were dozing

Do we have expenses t hat

OCkay, all right.

M. Chai r man.
I n | ooking at the

seens to be on the
to be on the

and making our

t he Department of
Sal aries are

many vari ables in your

MS. BLAKE: Well, there are sone.
BOARD MEMBER CHI CK: For exanple?
MS. BLAKE: For exanple, the cost of the fleet

fuel costs.
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We know how many inspectors we have out

field. We know that they used to be assigned by

in the

geogr aphic regions, and we have remote offices, and so we

had better managenment of how nmuch m | eage and and fuel
costs we would have.

Now, we have the reduction in force, we | ost
anot her inspection through attrition. W have currently
no ability to hire another inspector. W don't have the
budget to do it. W have one inspector who does all
compl ai nt verifications.

So, we get a conmplaint froma consunmer who

bought a home. We have had to send the only inspector,

who is based in Tucson, up to Kingman and up in Navajo

County three times in the |ast month. So, those are not

things that we can project, and they make a huge
difference in the mleage and the fleet costs.
Anot her one along the same line is risk

management, you know. We have done a really good

j ob of

putting people through training, and the appropriate use

of State vehicles and whatever. W can't predict

an

accident, you know, and so those costs are associ ated back

to us in general.

So, in fairness, a general statement is we know
what they are. We know what our payroll is, we know what
our empl oyee benefits are. We know what rent is, so on
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and so forth, but there are sonme costs that we can't

accurately budget for and predict.

BOARD MEMBER CHI CK: Thank you, Debra, for a

good job in education. | thank the Board for

patient.

bei ng

MS. BLAKE: Good questions. Thank you for

t hat .

CHAI RMAN WAI T: Yes, Sam

BOARD MEMBER BAI RD: | would answer your

gquestion yes, that you posed. That the major

vari ances

are in the income side. Everyt hing Debra says is a

vari abl e and going to be a variable, but it won't vary

that much as conpared to the variants in the
| think you're right.
BOARD MEMBER CHI CK:  Thank you

CHAI RMAN WAI T: | woul d agree. I

i ncome. So,

woul d support

t hat . | "' m not sure it can get much lower. And then the

renewal fees and the licensings, normally dealers,

installers, and sales people, et cetera, et cetera, |

mean, that is just a case of trying to figure out how many

are going to go away for the year. That seens to be the

recent trend. Hopefully, we can | ook forward to at | east

the bottom if not an uptick in the other dir
| think is a general chall enge.

Al'l right. | believe we have just

ection, which

about beat
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this horse to death, and if any --
BOARD MEMBER OJEH: Until next month.

MS. BLAKE: Quarterly, excuse ne.

CHAI RMAN WAI T: So, if you ever wonder if

there's any cause or correlation in government accounting,
it has resulted in the State of Arizona owi ng at |east 39
mllion, which is at |east $6300 for every man, woman, and
child around this table, and everybody in the State. You
know, and why? A mcro |esson.

Okay. Let's go on to the -- are we done with
fee structure? | don't believe so.

Let's go to that schedul e anyway. | know we
tal ked all around it, so let's go specifically to pages 34

and 35 and | ook at those and discuss it.

MS. BLAKE: M. Chairman and Board nmenmbers, the

fee schedul e before you are the fees that were established

by this Board's vote effective July 1, and they are

unchanged to date.

CHAI RMAN WAI T: Okay. Any further discussion

on fees?

Troy?

BOARD MEMBER HYDE: There was sonme question

| ast tinme. You weren't here, but some question as
whet her you were going to change those for the curr

year, but considering the timeliness that we have,

to
ent

and t he
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fact with the new fee schedule in May, it do

much sense to make an adj ustment now.

CHAl RMAN WAI T:  And that's our, |

once a year thing that we do anyway. | don'

esn't make

think it's a

t know i f we

do it nmulti times during the year. The only time we've

ever done it in all the years |'ve been here is My.
BOARD MEMBER HYDE: Which was really talked

about last time, but then there was a discussion putting

it on the agenda to, if we needed to make a fee.

CHAI RMAN WAI T:  Well, 1I'"mthinking very

11

12

13

14
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positively that

gar ner

perhaps this

informati on that

we will

bet ween now and the next

meeting, or

bet ween now and May is going to help us out

focus cone My,

as to what

we need to do.

at | east

to better

Zeke, please.
BOARD MEMBER OJEH

how much we plan to collect,

Do we have an esti mte of

based on these fees and

cat egori es?

i dea how much

I n ot her words, we have established these
fees. By the end of the year, do we have an
we plan to get, based on whatever they have been?

CHAI RMAN WAI T: The budget.

MS. BLAKE: Well, the fees.

BOARD MEMBER OJEH: I n other words,
at the first one, 864, how much would that c

if you | ook

ontribute, you
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know, to it? |Is it one percent, five percent, is it 20
percent ?

MS. BLAKE: Well, if | could draw your
attention back to, back to your financial report there.
"' m going to take you to page 30 and page 29.

Every nmonth we provide you pie charts to show
you what the revenue breakdown by percentage was for the
mont h.

We know that, for exanmple, in Novenber, 24
percent of the revenue for the month came from renewed
i censes.

If you go to page 30, this is where we are on
track for fiscal '12, based on the months so far, that 24
percent will come fromrenewed |icenses, 17 percent from
FBB permts, so on and so forth

So, yes, we know what percentages and how it
br eaks down.

BOARD MEMBER OJEH: Okay, good.

CHAI RMAN WAI T: And they do this in respect
with this chart, rather than the specific nunbers.

BOARD MEMBER OJEH: Okay.

CHAI RMAN WAI T: Okay.

BOARD MEMBER HYDE: M. Chair man.

CHAI RMAN WAI T: Yes, Troy.

BOARD MEMBER HYDE: Based on what Zeke was
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saying, |looking at |ast year's revenues on the financial
report, is that the same, how many nonths divided by 12,
times 127

MS. BLAKE: Yes.

BOARD MEMBER HYDE: Esti mated revenue.

MS. BLAKE: Ri ght . It's actual revenue nonth
to nonth, yes.

BOARD MEMBER HYDE: Di vided by how many mont hs?

MS. BLAKE: And then estimate for year to
date. The charts are not based on the estimate year to
date, but they are based on the actual nmonths so far in
the fiscal year.

And the year-to-date estimate for annual
revenue, on the first page of each financial report, is
t hat cal cul ati on. The nunber of nmonths divided by the
number of months times four.

CHAI RMAN WAI T: All right. Does that do it?
Everyone?

BOARD MEMBER HYDE: One nore.

CHAI RMAN WAI T: Al'l right.

BOARD MEMBER HYDE: Zeke made a comment earlier
about us having, the Board having a fiduciary
responsibility, and I'm not sure that -- | just want to
under stand that specifically.

s this a fiduciary responsibility? \What are
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the inplications of not nmeeting the 95 to 1057

MS. BLAKE: Well, | would say it's a statutory
responsibility, and it's tied around money, so it also
woul d be fiduciary, but you have a statutory
responsibility to establish the fees to stay within that
95-105 proration.

If you violate the statute, because you didn't
do it, well then, you have to |l ook at why didn't you do
it? Did you not have correct information? Could these
t hi ngs not be predicted? | mean, you could only make the
deci sions based on the information you have, and you have
to do the job at that to get there.

And so, does it violate the statute if you
don't get there? Yes. \What happens to you?

BOARD MEMBER HYDE: Is it a m sdemeanor or
felony?

CHAI RMAN WAI T: Ever heard of Florence?

(Laughter.)

BOARD MEMBER OJEH: I*"ma CPA, you're a CPA,
and we are saying, you know, we are not doing this. W
are supposed to be doing it. You know, we are not neeting
the statutory obligation. W are supposed to be meeting
it, but you know, sometines it is truly beyond, you know.

BOARD MEMBER HYDE: True, | recognize those

beyond control things. My question is, does it have any
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implications on the Department? Does it have any
implications on this Board, other than --

MS. BLAKE: It has inplications on the Board.
What are the negative consequences? | can't answer that.

CHAI RMAN WAI T: Congressi onal hearing.

MS. BLAKE: Jail time.

CHAlI RMAN WAI T: Look what happened to Roger.

MS. BLAKE: Yeah, don't explain yourself to the
Legi sl ature.

CHAI RMAN WAI T:  Well, since |I've been on this
Board, | think we've made 150 percent, we've made 80
percent, we've been all over the board, but then, as you
go along, a lot of stuff is totally out of our control.
| f you don't know the numbers, how are you going to get 95
to 1057

So, you know, you can always search for a
scapegoat, and then there's things that used to be handl ed
by the State that now t hey charge us for. | mean, the
numbers are forever nmoving, so it is my best guess that,
you know, as |long as we do the best job we can and attenpt
to do it based on the information we have, | don't think
there's anything that's going to happen to you physically
or anything else, or financial. A stigma. W have to
work on the factors in July.

MS. BLAKE: Oh, there you go.
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CHAI RMAN WAI T: All right. | believe we beat
the fees al so.

Let's move on to recovery fund. And that's
Bet h.

MS. SOLIERE: Yes. M. Chairman and Board
menbers, if you would please turn to page 36.

The bal ance of the recovery fund on January 6
was 88,613, with one cl aim pendi ng payment of |5, 635.
That was paid | ast week. So, right now we are | ooking at
a bal ance of around $80, 000.

There are no claim pending hearing, and no
claims pending paynment at this tine.

BOARD MEMBER BAI RD: M. Chairman.

CHAI RMAN WAI T: Yes, Sam

BOARD MEMBER BAI RD: Do they have any funds yet
collected from bonds?

MS. SOLI ERE: I|'"'m still working on collecting
from some bonds, and | actually was able to collect four
t housand from a cash bond, so that's not reflected on your
pie chart, because that just happened | ast week.

BOARD MEMBER BAIRD: That's included in the 807?

MS. SOLI ERE: No, because the transaction
hasn't gone through yet. It's about $4, 000.

BOARD MEMBER BAI RD: So, we will be four

t housand ahead at the end of this month?
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MS. SOLI ERE:

CHAI RMAN WAI T:
m | ked, correct, as far
have gotten hundreds of

MS. SOLI ERE:
where there --

CHAI RMAN WAI T:

MS. SOLI ERE:

CHAI RMAN WAI T:

out st andi ng j ob.

BOARD MEMBER BAI RD

appreci ate what
CHAI RMAN WAI T:
deferred charge. |t
remai ni ng, potential?
MS. SOLI ERE:
CHAI RMAN WAI T:
all . Not real
numbers.

MS. SOLI ERE:

BOARD MEMBER BAI RD

CHAI RMAN WAI T:

BOARD MEMBER CHI CK:

CHAI RMAN WAI T:

BOARD MEMBER CHI CK:

says there's about,

significant,

And you have done an

Yes, and we truly

you' ve done.

Yes. It says there's only a

what, 16 grand
Ri ght .
So maybe you've collected it

conmpared to the overall

Yes.
But that cow has all been
as getting any nmoney? | mean, you
t housands of doll ars out of that.
Yeah, but we are to the point now
We're at the bottom
Yeah, right.

Yes.
Thank you, M. Chairmn.
You're wel come.
M . Chai rman, questi on.
Yes, Arthur.

Year -t o-date nunmbers,
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bal ance to bal ance, nonthly, as of nmonth six. What, how
much money have we spent out in total clainms this year?

MS. SOLI ERE: Just this year?

BOARD MEMBER CHI CK: Yes, just this year.

MS. SOLI ERE: | don't have that number for this
fiscal year.

MS. BLAKE: We can get it for you. We can get

CHAI RMAN WAI T: Fortunately it hasn't been a
real big nunber.

MS. SOLI ERE: Yeah, it's not.

BOARD MEMBER CHI CK: And the 315,000, is that
reflected in these nunbers, or is that --

MS. BLAKE: VWhere do you see that?

CHAI RMAN WAI T: That was interest earned.

BOARD MEMBER CHICK: It says $15,911 was
interest earned, transferred through the recovery fund,
was t hat not?

MS. SOLI ERE: Yes. That was interest earned on
cash bond nmoney that was transferred. We hadn't been
transferring it, so there was a |large sum that we
transferred all at once, and that happened in, | believe
2009 or 2010.

CHAI RMAN WAI T: That was quite a while ago that

t hat happened.
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BOARD MEMBER CHICK: So, that's reflected in
"10 performance?

MS. SOLI ERE: Yes.

MS. BLAKE: And clains were all paid out of
t hat, because the fund was in a negative bal ance, and
there were several people that had at one time. Quite a
few waiting.

MS. SOLI ERE: They were |lined up, waiting for
payment .

MS. BLAKE: And that all got resol ved, thanks
to that cash bond transfer.

MR. PALMA: At one point, we thought we were
going to be |l ooking at ten years before everybody got
pai d, and then they got all mad, and we recovered that

money and the people were able to be paid in a nmore timely

manner .
BOARD MEMBER STEGMAYER: M. Chairman.
CHAI RMAN WAI T: Yes, sir, Joe.
BOARD MEMBER STEGMAYER: l'"d like to say
somet hing, if | mght. Can you give us the nature of this

claimthat's outstanding?

MS. SOLI ERE: OCkay. The 15,000, if you turn to
page 39, that is for a complainant named Cruz. You see
their contracting out was for $83,000. The recovery fund

payment was for just over |5, 000.
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BOARD MEMBER STEGMAYER: So that's already been
pai d?

MS. SOLI ERE: It's already been pai d.

BOARD MEMBER STEGMAYER: What does it say here,
the 15,635 claimthat is awaiting payment?

MS. SOLI ERE: Yes, that one has already been to
hearing, and there is a tinme period of 30 days we have to
wait until we can pay them That one was kind of in
between at the time this chart was created.

In the meantime, the time when it came up for
payment, so | paid them and that was | ast week.

BOARD MEMBER STEGMAYER: So, we tal ked about
this a couple years ago. |s there a process we have set
up now to -- these claim going through to hearing, and
there is no other side to it? There's no other side to
the story. The claimgoes in, and the Hearing Officer or
whoever he is on the case gets to decide?

MS. SOLI ERE: The Hearing Officer decides, but
based off of the verification of our manager, so they do
have the information there, but it is the conpl ainant, and
then the respondent, which sometinmes they show up, and
sometimes they don't, but | know there was di scussion
bef ore about, does anyone from the Departnment go to these
hearings? And that is a no.

BOARD MEMBER STEGMAYER: How do we, how does
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the Hearing officer here, how do they find out about the
val ue of these various conmplaints?

MS. SOLI ERE: The conpl ai nant brings in three
different estimtes, so they get bids before they come in
on how much it's going to cost them

BOARD MEMBER STEGMAYER: But it's all on that
si de. Most of these conplaints in this thing seem very
m nor, fromthe standpoint of financial inplication. So,
| wonder how it could get to the $15,000. And so, rather
t han beat up on this one particular conmplaint, | guess ny
issue is with the process.

Obviously, it's already done, and we can't do
anything about it, but it doesn't seem |i ke we're making
any progress on the process.

It seenms to be, so the conplainant comes in and
provides the three estimtes. You al ways get three
estimates. Just because you get three estimtes doesn't
make them valid

Well, is there any way the process, that the
def endant, so to speak, or the conmplaint, the people to
whom t he conpl aint is being addressed, can also verify
costs?

MS. SOLIERE: Well, they can come in and they
can bring their own costs. They can cone in.

BOARD MEMBER STEGMAYER: Are they made aware of
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t hese hearings, the dates and so forth?

MS. SOLI ERE: Yes. They usually have the
opportunity to correct this ahead of tinme. So, if they
don't correct it, that's when it goes to the recovery
fund.

For exanple, if you | ook at page -- well, also
that complaint for Cruz, it starts on page 38. And then
on page 39, there's a little more of that. And then if
you | ook at page 40, Nagraba, that was actually satisfied
t hrough the conpl ai nt process. So that one won't go to
the recovery fund.

There is only two on this that were el gible for
recovery fund. One was Cruz. That resulted in over
| 5,000. And then the other one is Nagraba, could have
gone to recovery fund, but it won't need to. It has been
resol ved.

MS. BLAKE: | guess, if |I could add, Ross, did
you want to --

CHAI RMAN WAI T: Let me just make a coment. We
go through this real hard and fast, you know. Let's take
this in particular, let's say the retailer goes out of
busi ness, doesn't show up, doesn't care. And we've seen
ridiculous numbers, a couple hundred thousand, conme
t hrough, |i ke |andscaping and all Kkinds of stuff.

And we say: Well, wait a m nute. You know,
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the retailer isn't going to show up, but it's com ng out
of our recovery fund. Can't someone else go there and be
before the Hearing Officer? And the answer is, no. We
tried to find out if we could get Gene to go, because he
oversees, so to speak, the recovery fund, so there's a
person that maybe shoul d go. But basically, by my menory
it was determ ned that other than the retailer, the
installer, the manufacturer are the only ones that can go
and argue about it, that position.

MS. SOLI ERE: And nost of the time they don't
go, for whatever reason. It's out of business, you know,
because if they were planning to attend, they probably
woul d have just fixed the issue ahead of time.

BOARD MEMBER BAIRD: So, this dealer here in
this case, he is licensed, right?

CHAI RMAN WAI T: It says invalid.

BOARD MEMBER BAIRD: So he lost his |license for
per haps maybe this reason, that he didn't take care of
this issue; right? Okay, so he has no license now.

So, no one here is being represented, except
for the custoner. | think that shows.

MS. SOLI ERE: Right.

CHAI RMAN WAI T: Oh yeah, exactly.

BOARD MEMBER BAIRD: And all of ours, seens

i ke there has to be something there, because there is,
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there are issues here. W know that. W are all | ooking,
and it seens like this isn't right.

MS. BLAKE: Maybe this will help. Before a
claimgets to the recovery fund, it goes through the
di spute resolution process that we have in place. So, and
what that is, a consumer files a conmplaint. They all ege
all these violations with the home that they bought, and
we then send a consumer installation inspector out there
to verify, or not verify the validity of every individual
vi ol ati on.

So, that process then, what you see on this
chart Beth has provided is, after we do our verification
of the consumer conplaint, we assign the responsibility

for each itemeither to the dealer, the manufacturer, or

the installer. Of course, the only way you get to the
recovery fund is if there is a failure of the dealer. To
add clarification of that, if the installation of the home

is part of the purchase contract that the deal er made,
then that ties that into that purchase contract and gets
themto the recovery fund as well.

So, it goes through a process, it's verified by
the Department. All of the responsible parties,
manuf acturer, dealer, installer, have a huge w ndow of
opportunity to go in there and repair and repl ace,

what ever needs to be done, so that it gets resolved before
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it goes to recovery. | f they don't resolve it or they're
out of business, then it goes to recovery to satisfy the
consumer. And the licensee that was made verified to,
automatically gets their license suspended until they
repay the recovery fund, plus interest, and satisfy that.
That never happens, or rarely happens, but that is the
process.

BOARD MEMBER HANEY: | think we are all happy
with the process up until it gets to the point where the
aggri eved consumer can basically claimany doll ar anmount
t hey want, and there's nobody to dispute it.

CHAI RMAN WAI T: Exactly.

MS. BLAKE: Well, that said, they have to get
three quotes, and then it's up to the Judge.

BOARD MEMBER HANEY: Yeah

BOARD MEMBER BAI RD: He can get ten and take
t he highest three.

BOARD MEMBER HANEY: Not that | admt doing
this, but there's, sometimes you get an insurance claim
You go out and you find a conpany you know is high dollar,
and you get a percentage off of it.

BOARD MEMBER BAI RD: Exactly.

BOARD MEMBER HANEY: That's exactly what
happened here, and there's no recourse to say: WeIlIl, the

normal cost is, you know, $4,000, not $8,000. So, | think
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that's where we fall, where the process fault is,

poi nt .

at that

BOARD MEMBER STEGMAYER: And | want to make it

clear, M. Chairman, my point is that the recovery fund is

a good thing.

We're all for the protection of the consumer in

the event they could be aggrieved.

But the recovery fund can't be of nmuch use if

it's abused, and not available to the clains. So,

for the

help of the recovery fund, it's for the protection of the

consumer where there really is a problem

We need to protect against that abuse,

so that

the recovery fund remai ns viable and funded. W' ve seen

t hose abuses, obviously, in the past. They w ped out the

entire recovery fund.

CHAlI RMAN WAI T: Well, we had one retail er take

over 800,000 at one time. You know, hopefully we have

taken those steps.

The steps are in place, when we have the new

escrow account, trust accounts com ng up here in the near

future, it's going to help alleviate that situation going

forward.

But still, if you go through that process where
the person has conmplaints, just like this person, it's
still going to go through the conpl aint process.
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BOARD MEMBER STEGMAYER: Well, sure.
understand that. That's a good process.

MS. BLAKE: Any suggestions about how you want
t he Department to address that concern?

CHAI RMAN WAI T: You know, | know we beat this
one before too, and we never were able to come to any
satisfactory answer. It gets down to who has, besides
that retailer, or that manufacturer, who has the | egal
aut hority to go before the Judge, and it canme to the
concl usion, | believe, that, what can you do?

There's no one that has the | egal standing to
go before that Judge, except the consuner, the retailer,
and the manufacturer. We have even tried to get Gene in
t here, but you know, we thought of about everything that
we could, but to nmy know edge, there was nothing that we
could, quote, legally do to overcome that obstacle.

BOARD MEMBER BAI RD: M. Chai rman, was that an
interpretation of the existing law? | assume that it was.

CHAI RMAN WAI T: Yeah, we brought that forward.

BOARD MEMBER BAIRD: As we are all aware now,
the interpretations can change. Per haps we should re-1 ook
at this. Maybe we should re-look at it and see if there
is not a different interpretation that we could obtain.
Or at |east |look at it.

CHAI RMAN WAI T:  Well, and | believe that's only
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been probably about two years ago, maybe three max that we
went through that.

| mean, | realize in two years, three years,
sonmet hing could change, but it hasn't been, by governnment
time, a long period of time since we |ooked at it, and
t hat was a concl usi on. | would say it's probably nore
li ke two years ago that we | ooked at that.

MR. PALMA: | think it was nmy first or second
Board meeti ng.

CHAlI RMAN WAI T: Exactly. It was right after
you came on board.

BOARD MEMBER BAI RD: And we got, excuse me, and
we got an interpretation from --

MR. PALMA: Well, at that point in time, and |
can review the statutes again, because of the position of
t he agency, has to remain objective in ternms of processing
the claim Then as a director, | actually sign the final
order. | can't go and represent a particular interest,
because that would be a conflict of interest at that
poi nt .

So, the only avenue | can suggest is just to,
you have to somehow change the | anguage of the statute, to
gi ve somebody, there's an ombudsman's office that the
St at e has. Now, | don't know what powers they have, but |

don't know if they participate? They don't? Okay. So at
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that point, | don't know what el se to say.

MS. W LLIAMS: They refuse to tell you what you
did wrong.

BOARD MEMBER BAI RD: Do you know what statute
that is?

MS. W LLIAMS: 41-2188 starts to talk about it,
and subsequent st atutes.

BOARD MEMBER HYDE: We wouldn't have to change
the statute. We could do it through rul emaking.

CHAlI RMAN WAI T: No, statute.

MS. W LLI AMS: No, | know. You do deny sone of
them because | have done a hearing.

MS. SOLI ERE: That was a revocation.

MS. W LLIAMS: Oh, that was a revocati on.
Excuse nme. Never m nd.

MS. BLAKE: And through the verification
process, we deny some consumer conplaints, but once it
gets to the recovery fund, |I'm not aware of any deni al
happeni ng.

CHAI RMAN WAI T: That's a tough nut to crack.

At |l east we've tried to crack it in the past. All right.

BOARD MEMBER STEGMAYER: This particul ar deal er
is out of busiess, the one we're tal king about?

MS. SOLIERE: That's the one on Cruz? Dealer

invalid, yes. | don't know exactly why they are not
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valid. | woul d have to check on that.

MS. BLAKE: And they would be suspended as a
result of the recovery fund clai m now. So, you can be
invalid because you didn't renew.

BOARD MEMBER STEGMAYER: X factor

MS. SOLI ERE: Ri ght.

MS. BLAKE: But at this point --

MS. SOLI ERE: They're suspended anyway because
of this. But there could be another reason why they are
invalid.

MS. BLAKE: Could maybe we ask Johnny
(phoenetic) to change this status to say what the actual
status is? |If they are suspended, if they are invalid
because of their bond being sold?

MS. SOLI ERE: Okay. Vhere it says recovery
fund note?

MS. BLAKE: Yes, because invalid could mean
that they just didn't renew tinely, but they still could.
And you all would want to know that, | am sure.

BOARD MEMBER STEGMAYER: Don't they have a
bond, if they are licensed?

MS. BLAKE: Yes. The bond stays in place for
two years.

BOARD MEMBER STEGMAYER: So, could we see that,

could we see i f --
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MS. SOLI ERE: Yes, the bond. The only reason
that we wouldn't be able to get it, is if in the past two
years the statute of Iimtations for recovery bond.

BOARD MEMBER STEGMAYER: Seems |ike it went
fairly fast. We filed June 11

MS. SOLI ERE: Ri ght, but it's two years from
the date of installation or the date of purchase, which |
believe was | ater.

So that's why a | ot of these bond recoveries do
get deni ed, because it has been two years.

BOARD MEMBER HYDE: Do we have a statute of
[imtation?

MS. SOLI ERE: Two years.

BOARD MEMBER HYDE: Qurs is two years too.
When they can apply.

MS. SOLI ERE: For recovery fund, two years.

CHAI RMAN WAI T: That's when you have your
cousin going to give up aces and you just go back to the
of fice. | have seen that in Yuma a few times, get your
cousin. They also had a nice trip around the recovery
fund a few tinmes.

Al'l right. Any other discussion regarding
fees? Not fees, |I'm sorry, recovery fund.

Al'l right. The next item on the agenda is

notice of proposed rul emaking.
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MS. BLAKE: M. Charman, Board members, if you
turn to page 43 in your booklet, two things on the agenda
this time to talk about.

The Department is up for a five-year review
with the Governor's Regul arory Review Council, and we are
required every five years to produce a conprehensive
report that |ooks through every one of our rules and makes
a determnation as to if it's valid, why it's valid, and
if we plan to make any changes, and so on, and so forth.
It's very cunmbersome, but it's a good process to go
t hrough.

And so, we have the option. As you see, we
didn't receive the, didn't receive the notice until |ate
Oct ober, and we have the option to request a 120-day
extension to get us through that entire review process and
submt it. Obvi ously, the Board's powers and duties, you
have responsibility over the rules, and so we bring this
to you, asking you take a Board vote, allow ng our
Director to request that 120-day extension.

BOARD MEMBER HANEY: So nmoved.

BOARD MEMBER OJEH: Second.

MS. BLAKE: A copy of the letter is on page 43.

CHAI RMAN WAI T:  All right. Neal made the
first, Zeke the second. Any discussion?

Al'l those in favor say aye.
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(Affirmative responses.)
CHAI RMAN WAI T: Moti on carries. Thank you.

MS. BLAKE: The next item that we have

agendi zed under this is to bring to your attention, and

t hi

to

S is just informational.
You don't need to take action today, but | want

make you aware of it. We already tal ked about the new

escrow | aw that becones effective July 1 of this year,

whi

for

ch requires the escrow account, under certain criteria,
the sale of a hone.

A part of that statutory, part of that new | aw,

if you | ook on page 49, requires the Board to adopt

separate rules for dealer trust and escrow accounts, and

br oker, and gives you seven items that the rules should

addr ess.

whi

Now, the new | aw doesn't set a time frane by

ch you must do rul es. | have an e-mail from Ken

Ander son, as you know president of the Arizona Housi ng

Associ ation, and they would Iike the Board to consider

| et

wor

ting this law go into effect, have a period for it to

k. So that the Board could then di scuss and know i f

there is any particular challenges with the audit process,

i f

or

how i nformation is being maintai ned needs to be changed
addressed through the rule process.

CHAI RMAN WA T: So, at this point, saying these
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rules shall contain: The present escrow cannot do the
follow ng, and the, is there anything specific nmore than
what's in here?

MS. BLAKE: No.

CHAI RMAN WAI T: So we're saying, let's wait and
see how well this works?

MS. BLAKE: Correct.

CHAI RMAN WAIT:  And if it needs tweaked down
the road, then we can tweak it?

MS. BLAKE: Excuse me?

CHAI RMAN WAI T: Sur e.

BOARD MEMBER BAI RD: Are these currently, we're
only tal king about the transactions, the transactions by
br okers that are under $50, 000 here?

MS. BLAKE: The whol e escrow | aw.

BOARD MEMBER BAI RD: The whol e escrow thing,
the ones that go to escrow conpanies, third-party escrows.

MS. BLAKE: Yes, you have to do the rules at
some point. There is nothing in the | aw that says you
have to do them before the new escrow | aw goes into
effect.

So, | would ask that you talk about this here
on the side, and decide if you want to do that, establish
some rules and talk about it at the next Board meeting,

whi ch would be in April, where you want to try to draft
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the rul es.

Again, as you know, with the |last rule package,

it's a long, basically six-mnth process to get it

t hrough, but we can, you can start working on that

adopti on of

poi nt that

the July 1

some draft

bit. Okay,

rules, as specified here on page 49, at any
you would |like to do that.
They are not required to be in place prior to
| aw.
So, is that something you would like us to put
document ati on together?
CHAI RMAN WAI T: Let me discuss this a little

| sell a home for a hundred thousand, home,

accessories, everything that goes with it, and the

customer gi

at the titl

ves me $100, 000, and | open an escrow account

e conpany. So, today do | take the invoice for

the home unit to the escrow conmpany? So, now |'ve

delivered t

Because for

hat home, does the title conmpany pay that?

that retailer to maintain his relationship

with the |Iender, the home |eaves a |lot, you need to pay

that home off, and the manufacturer. So, do you, does the

escrow offi
home is del

source?

cer have the MSO in hand, and now she knows t he

ivered, and she sends a check to the fl ooring

MS. BLAKE: Well, the escrow instructions are

going to be the key for that, and so they can be uni que,
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dependi ng on your relationship with your escrow conpany.
Yes, the escrow conpany typically will make
di sbursements on certain triggers, and that's deci ded

bet ween you and your consuner.

So, you know, once the home gets delivered, you

know.

CHAI RMAN WAI T: As a banker we make a loan to
build a building, you know. Basi cally what happens is,
because the general contractor, the subs go out, and in
essence, you know, we have the concrete in and all the

undergrounds in. W send someone out to take | ook at it

and say okay. We use rough numbers, okay, it's 20-percent

conplete at this stage. So, we give the 20 percent, but
we get lien releases to make sure that that contractor i
paid. Okay.

So, we do that, and then the next stage, when
it's all, you know, framed up, roof is on, now we do
anot her 20 percent. And again, we go out to make sure
that these things are done.

| mean, what would keep me as a retailer, if

S

delivered the home today, so pay off, here is the MSO, so

pay the flooring source, and also just give me the rest
the money?
MS. BLAKE: Well, that is exactly the purpose

for this new | aw.

of
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CHAI RMAN WAI T:

No, | under st and.

MS. BLAKE: And so, as you know, in the past,

you get the lender, and a |lot of times disburses the whole

money, or the consumer hands the money over to the dealer,

and the deal er has total
and di sburses it however
left with nothing.

CHAI RMAN WAI T:

control over this trust account,

t hey want to, and consunmers got

Ri ght, exactly.

MS. BLAKE: And so the escrow conpany, through

the escrow instructions,

t hey decide who gets paid when,

and that's all contractual between consumer --

BOARD MEMBER HANEY: | guess ny problem was not
havi ng any rules going into it. Say |'m some unscrupul ous
deal er. | get to make up the contract with this honme I'm
selling, and |I tell the consumer: Here's all the stuff

you need to sign. You need to sign down here, and 1"

rel ease the funds. And then in there | say that the

m nute | deliver the MSO to the escrow conpany, | get paid

in full. The escrow conmpany pays it in full.

CHAI RMAN WAI T:

condi tioning.

And there's no awni ngs, no air

BOARD MEMBER HANEY: No, not hing.

CHAI RMAN WAI T:

made.

The installation hasn't been

BOARD MEMBER HANEY: How do we protect the
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recovery fund by an escrow account if we don't have any
rul es?

THE COURT REPORTER: Excuse me, | need to
change paper, please.

CHAI RMAN WAI T: Go ahead.

THE COURT REPORTER: Thank you very much.

BOARD MEMBER HANEY: It seenms to nme when this
was passed in 2010, at that tinme we had set up a group to
| ook at rul emaking, which is now two years ago.

For a dealer trust account we have rules in
pl ace, for certain things that have to take place, certain
steps that have to be met before a dealer can withdraw
fromthe trust account.

It seenms to me at the very l|least, those rules
ought to be in trust, those rules ought to be in place for
escrow account . | mean, how are we protecting the
consumer for an unscrupul ous dealer by going to escrow if
we | et the dealer make up the rules?

CHAI RMAN WAI T: But, you know, it's |ike, you
know, if | go out and install something and | build the,
|l et's say detached garage as part of the contract, | as

that installer, air-conditioning guy, builder, depends on

the class of license, you know, | can put a lien on that
property, and if | don't get paid, if the retailer doesn't
pay me, that lien is there. And so, now, they are going
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to come back and say: Wit a mnute, | have this $20, 000

lien on my home.

So how do we assure ourselves that the noney

com ng out of the escrow account is going for work
compl eted? That's the real question, is the awning t

is the concrete there, is the home there, is the heat

her e,

i ng-

cooling systemthere. Al'l the various conmponents that are

part of that sales contract.

BOARD MEMBER BAI RD: How do we do it now with

the trust account?

MS. BLAKE: It's defined in the statute.

BOARD MEMBER BAI RD: Exactly, but who does

that, the retailer?

CHAI RMAN WAIT: The retail er does. He | ust

does it. | was a retailer for many years.
BOARD MEMBER BAI RD: | f he doesn't do it,

there i s recourse.

t hen

CHAI RMAN WAI T: That's right. That's right.

MS. BLAKE: Well, it also says in statute

t hat

all earnest nmoney that's deposited into, has to deposit

into an escrow account follow certain requirements.
know, recordkeeping for the amount received, dates of
recei pts, dates of deposits, transactions that go in
out .

The task force that you're talking about,

You

and

t hat
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Bet h was

i nvol ved with, was to establish these escrow

requi rements, but not rules. One and the sane. | mean,

t hey wou

and so,

| d eventually beconme, but that has not been done,

that's why | bring it up to you today. There are

rules that need to be set.

Do you want to wait, as what was suggested, or

do you want to formulate those rules?

wait unt

gee, we

BOARD MEMBER HANEY: | don't think I want to
il it's abused, and they come back and say: Well

passed the | aw, but we didn't do anything with it

to prevent the abuse.

abuse.

di scussi

So now let's do something to prevent the
| mean, if we went to the whole effort of

on of establishing a trust account or an escrow,

requi rement for an escrow account in order to put an end

to those kinds of abuses, the cost of recovery fund, the

recovery fund, hundreds, mllions.

then if
t hat we
t oday, |

CHAI RMAN WAI T: MIlIlions.

BOARD MEMBER HANEY: MIlions of dollars, and
we don't have rules, we haven't done anyt hing.

| want to see, | would Iike to see, | had hoped
woul d have rules. When | saw it on the agenda

t hought we would have some rules to |l ook at, and

was going to be disappointed that they hadn't got it to us

before we actually got here, but we haven't even got them
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here to look at. And | don't want to wait any |onger.
don't want to wait, no.

MS. BLAKE: Ckay.

CHAI RMAN WAI T: | agree. We don't let the cat
out of the bag first. San?

BOARD MEMBER BAIRD: M. Chairman, when does
the law go into effect?

MS. BLAKE: July 1.

CHAI RMAN WAI T:  And so, let me ask you this.
|f we pass some rules between now and July 1, then that
becomes part of it.

If we wait until after July 1, then you have to
go through the six-month period and all that?

MS. BLAKE: Well, you've got to go through due
process anyway.

CHAI RMAN WAI T: Ei t her way. Ckay.

MS. BLAKE: Right.

CHAI RMAN WAI T: That's what | wanted to know.

BOARD MEMBER HANEY: We still have to go
t hrough the rul emaki ng process, so we're still six months
away mninmum if we passed it today.

BOARD MEMBER HYDE: So either way, there's a
peri od where there is no rules.

CHAI RMAN WAI T: Absol utely.

MS. BLAKE: Beth, do you know where they are at
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in their instructions on the escrow requirement?

MS. SOLI ERE: | really don't know at this tine.

MS. BLAKE: Woul d you m nd followi ng up
because the main part of that same group --

CHAI RMAN WAI T: Who is "them'?

MS. BLAKE: Arizona Housing Association

MS. SOLI ERE: And they have different members.

MS. BLAKE: And they have different menmbers
representing all segments of the industry.

CHAI RMAN WAI T: Okay.

MS. BLAKE: Okay. So, you would like to see
draft rules?

CHAI RMAN WAI T: Yes.

MS. BLAKE: | n advance of the next regularly
schedul ed meeti ng.

CHAI RMAN WAI T: Absol utely.

BOARD MEMBER HANEY: \Which | believe is in
April ?

MS. BLAKE: Yes, sir.

CHAI RMAN WAI T: Do we need a nmotion to that
effect, or do we?

MS. W LLI AMS: | think you're okay.

CHAI RMAN WAI T:  All right. Well, | guess we
have covered the whol e rul emaking.

Now I"Il junp back up to item nunmber four, and

MARGARET HARCARI K (602) 908- 0043




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

83

just for clarity's sake, you know, |'ve been on this Board
either, | don't know, 14 or 15 years, and maybe that's
what's all messed up.

Anyway, | have given a |lot of thought. | have
applied to continue on the Board, | have done that, and |
have given a | ot of thought about, you know, remaining as
Chai rperson, al most every year since |'ve been here, you
know, and |I'd say, anybody el se want to be Chai rman? And
the more | put together a commttee and several menmbers to
go around and poll and see who would do it, for whatever
reason it always came back to me, and | accepted to do
it.

But | personally feel that it's time for
someone else to become Chairman, and |'ve been here
believe 14 years, so what I'"'mtrying to do is exchange
chairs with one of you, and get some fresh bl ood, maybe
some new ideas up here, new | eadership up here.

"1l still be here if anybody needs any
mentoring or anything of that nature.

So what |'ve decided to do is put together a
comm ttee, and since Paul didn't conme, Paul, 1'd |like for
you to chair that commttee, and I'd |like for you to
sel ect one other member, if you would, please, Paul, and
t hen have the two of you talk with various Board menmbers

and see who would like to be considered Chairperson.
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MS. BLAKE: Chairman Wait, excuse me?

CHAI RMAN WAI T: Yes.

MS. BLAKE: The Board, with the open nmeeting
| aw, there can't be subcomm ttees that are not avail able
for public participation. So there can't be a private
meeti ng. You must agendi ze it and have it open to the
publi c.

Your other option is, you're certainly welcome
to do what you suggested.

Your other option is, the Board members that
are here today, if there is anyone who wants to throw
their name in today, and you want to consider that, you
could vote today to put that person in that position.

CHAI RMAN WAI T: Yeah, and you know, | thought
of that too. | mean, certainly that was nmy number one
thing. Then | just thought, well, 1'd do this, not
t hi nking of the | aws or whatever or that, and so, we'll
just take that step and see what happens.

|s there someone on this Board who would |ike
to be Chairperson?

BOARD MEMBER BAI RD: | don't know if | would
like to do it, but I would do it. Nobody el se woul d
really like to do it.

CHAI RMAN WAI T: Finally after 14 years, |'ve

got a taker.
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BOARD MEMBER BAI RD: | would do it. | think
it's inmportant. A |l ot of challenges here going forward.

MS. W LLI AMS: | f anyone else is interested,
you can throw your name in. Otherwi se, you just need a
motion to make it official.

MS. BLAKE: Anyone else have an interest?

BOARD MEMBER STEGMAYER: | would make a notion
that Sam Baird be el ected Chairman.

BOARD MEMBER HYDE: I'l'l second.

BOARD MEMBER HYDE: Okay. Any discussion on
t hat ?

Al'l those in favor say aye.

(Affirmative responses.)

CHAI RMAN WAI T:  Any opposed? Motion carries.
There you go, Sam

MS. BLAKE: Congratul ations, Sam

(Multiple congratul ations.)

BOARD MEMBER BAI RD: Thank you

BOARD MEMBER HANEY: Just so you know, Sam
when he started, he had a full head of hair.

CHAI RMAN WAI T: | did, and it was bl ack.

BOARD MEMBER BAI RD: ' m al ready hal fway there.

CHAI RMAN WAI T:  All right, next itemon the
agenda is call to the public, who we have none.

MS. BLAKE: Terry is public.
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CHAI
publi c.

MR.

CHAI

MR.

RMAN WAI T: Oh, that's right, you are

GLEASON: | just have one question.
RMAN WAI T: Sur e.

GLEASON: The expiration dates on everyone

that's here today, are they continuing on, or is that just

a --
MS.

there are only

BLAKE: Yes, | can answer that. Currently,

three valid members on this Board, and they

are Arthur Chick, Terry, once he gets his oath done, and

Tr oy.

The

rest of all of your ternms have expired.

| ve noticed you individually.

| did speak with Boards and Conm ssions
recently. | know that Neal has reapplied, Ross, Sam
Joe. If you are interested in reapplying --

BOARD MEMBER OJEH: Yes.

MS.

BLAKE: You can do so. \When | spoke with

Boards and Conmm ssions, there are a half a dozen or so

ot her names that have applied. They have recently posted

Si X open positi
t hose.

So,

ons, and so, they will be |looking at all of

t hank you if you reapplied and are still

interested in serving. They go through the review process

with everybody.

They will make recommendati ons. The
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Governor will appoint people.

Those of you who have been Senate-confirmed,
and you can continue to serve in your capacity, and that
woul d be all of you.

CHAI RMAN WAI T: Al'l of us, yes.

MS. BLAKE: And so, conme and still serve unti
you hear differently, if you do.

BOARD MEMBER HANEY: Or until told to stay

home.

CHAlI RMAN WAI T: Okay. Does that, that's it in
the call to the public, | take it.

Al'l right. Announcement of future meeting
dat es. | know that is April 18.

MS. BLAKE: M. Chairman and Board members, as
you saw today, we had Paul join us by conference, and
t hank you for doing that, Paul. | think --

BOARD MEMBER DeSANCTI S: Thank you. That's
great, it helped out a lot, as | told you today.

MS. BLAKE: Oh, excellent. Actually, M. Baird
brought up at a previous meeting, could we have that
option, so that we never get into a situation again where
we don't have a quorum and past Chairman Wait doesn't
have to drive six hours each way.

But anyway, just so that you know, we like to

see you face-to-face. If you can participate and can't
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CHAI RMAN WAI T: Great, thank you.

Well, sir, it's your turn to adjourn the
meeti ng.

BOARD MEMBER BAI RD: No, you have one fina
duty.

CHAI RMAN WAI T: That's 1t?

BOARD MEMBER BAI RD: Before that, | really
think that we should thank Ross for his 14 years of
service.

(Appl ause.)

CHAI RMAN WAI T:  Well, et me say, you know,

| ve been in the manufactured housi ng industry for

basically 30 years. | think it's a wonderful

and it has

originally

been very good to me, and that is why I

i ndustry,

to get on this Board, to give back to an

deci ded

i ndustry that's been good to me, and | am certainly hoping

t hat goi ng

recovery.

forward we'll have a recovery, a strong

But | think we still have some struggle years

ahead of us. The biggest one is going to be financing,

wel |l as al

recession.

the other things that were in the great

Anyway, that is what | have done.

want

to

as
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continue to do it, and because | have been both a

retailer, an installer, | have nmore tinmes than

| want to

t hi nk about. But anyway, it is a great industry, and this

has been my way of giving back to it, and hopefully, I

have contri buted to it.

So, it's been my pleasure. Thank you.

BOARD MEMBER BAIl RD: | make a motion to

adj ourn.

THE CHAI RMAN: All right, let's do it. W are

adj ourned. Thank you everyone.

(Wher eupon the meeting concluded at

3:01 p.m)
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