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PROCEEDI NGS

CHAl RMAN BAIRD: Ckay. I'mgoing to

officially call this nmeeting to order. This neeting, our

first neeting of 2013, that is on January 16th. That w |

hel p you .

att end.

right? Geat.
Rol | call, please.
M5. MARQUEZ: Sam Baird?
CHAI RMAN BAI RD: Her e.
MS. MARQUEZ: Arthur Chick, he's unable to

Paul DeSanctis, absent.

MS. MARQUEZ: Terry d eeson?
MR GLEESON: Here.

MS. MARQUEZ: Neal Haney?

MR HANEY: Here.

M5. MARQUEZ: Joe Hart, absent.
Everette Hol ye?

MR HOYLE: Here.

MS. MARQUES: Troy Hyde, absent.
Zeek g eh?

OQJEH: Here.

MARQUEZ: Gene Pal nmn?
PALMA:  Present.

5 2 5 3

MARQUEZ: Debra Bl ake?
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MS. BLAKE: Her e.

MS. MARQUEZ: Mary WIIlians, and she's
unable to attend today.

CHAl RVAN BAI RD:  Thank you. Ckay. First
order will be to review the minutes fromour |ast neeting.
I'"msure we all had an opportunity to read through them

Are there any coments? No?

If not, the chairman will entertain a notion
to accept them

MR QJEH: So noved.

CHAI RVAN BAI RD: Thank you. Second?

MR GLEESON: | second.

CHAl RVAN BAIRD: All in favor?

(Chorus of ayes.)

CHAI RVAN BAI RD:  Qpposed?

Mot i on passed.

Ch, our favorite part of the neeting. Cur
State of the State, so to speak. Departnent infornmation.

Ms. Debra, would you, please?

MS. BLAKE: Thank you, M. Chairman.

So the first update I have for you has to do
with the legislature. |1'msure you all know that the
Fifty-First session opened on Monday. The governor gave
her State of the State.

Hol Iy, who you all net |ast week, Holly
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Textor, who attended our board neeting in Cctober, she is
our legislative |iaison, and so she's al ready been
attendi ng neetings and will attend the |iaison neetings.

| think they're normally schedul ed weekly, but I'"mnot a
hundred percent sure on that. But she'll keep us inforned
on any relevant bills. And to date, we've not been

i nformed of any bills and not heard from any of our

st akehol ders about bills that they mght intend to

i ntroduce.

The next itemis procedural changes. A new
certificate programwas inplenented, which took place
effective January 1st of this year. And those
certificates changed the Insignia Programthat was already
in place. And so, where those insignias apply, would be
FBB nanufacturers put an insignia on each nodul e that they
construct to identify the date of construction, who it was
constructed by, so and on so forth. The actual -- as we
call themnow, "Certificates" -- they've changed a bit.
They're a little bit larger. They capture a little bit
nore information, which will help us begin to track the
FBB manufacturers and installation which we've not been
able to do in the past, or had not done.

The other type of certificate is
Reconstruction. Also applies to FBB, commerci al FBBs.

Reconstructi on nust occur whenever a building is brought
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into this state that was not constructed here. W've seen
nore activity on that where used comercial buildings are
bei ng sold and recycled, if you will. |If there is no
identifying information that tells us this was built by an
Ari zona manufacturer, or an out-of-state manufacturer

| icensed to do business in Arizona where we can't verify
the codes it was built to, then unfortunately, it has to
go through the reconstructi on process which invol ves an
FBB nmanufacturer, design plans, and nmay require sone code
updat es.

The other certificate is the Installation
Certificate that's al ways been required on nobil e homes
and manufactured honmes to verify every |icensee who works
on the installation of that hone.

And then the |last of the certificates that
have been updated is the Mobile Hone Rehabilitation. So
pre- HUD hone, noving into the state or noving from one
park to another park within the state that was built prior
to the HUD regul ati ons, has a few el enents, have to be
brought up to code.

The significant change with this new
certificate programreally are twofold. And the first one
Is that previously commercial FBBs were the only product
that our industry installs that did not require

Installation Insignia. And now they do. And again, that
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allows us to begin to hold those |icensees responsi ble and
to begin to create a database to track how nany are being
i nstall ed, and gather information.

The second piece of it that's newis ROC
Contractors, who have the proper class of license to
install our products, have never been required to attend
our annual Installer Training. QOoviously, the benefit
we're looking fromhere is to be able to get themthe sane
i nformation that goes to our |icensees. W have found,
hi storically, that when an ROC contractor does the
install ation, our inspectors wite up a |ot nore
violations, and it's because they just don't know. And so
obvi ously, we're not regul atory over them But in
speaking wth the senior nmanagenent over at ROC, they were
supportive of us requiring it as a prerequisite for
purchasi ng our Insignias of Certificate. So to buy it,
you have to attend our training.

So those are the major changes that affect
that. All of those new certificates are avail able on our
website. |If you would |like a copy of them | can have
Ayde send them out to the board nenbers, but they are
avai |l abl e on the website for you to review

The next topic is License Statuses. As you
know, we require our installer licensees to attend annual

Installation Training. They can do that in a variety of
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ways. Qur Departnent provides several opportunities for
training on a variety of topics. |If they attend the
annual Associ ation's Convention, where there is also a
training class, they can earn that by going to that. |If
they regularly attend the chapter neetings, where
installation topics are discussed regularly, they can earn
credits for each one. So they can do that in a variety of
ways. That training typically goes from April through
Novenber of every year. So, nmany opportunities. W do
renote |locations as well. Really, no excuse not to try to
attend. Several in the Tucson | ocation; several in
Phoeni x. The net result of that is, if you are a |licensee
and you do not satisfy that educational requirenent, there
Is no way to cure that or fix it. So your |icense gets
revoked.

So our net result was we had eight installer
| i censes revoked in January, and | can assure you that the
Departnment, prinmarily Ayde, does everything humanly
possi ble. W publish it when we're down to the | ast
coupl e of nonths, we make phone calls, we send e-nmails, we
beg people to attend, and so we feel very confident that
we' ve done everything in our power to get the information
out there.

It cane to ny attention this week where that

there are additional two |icensees whose |icense nay be at
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risk for revocation, although they did attend the
training. One of the | ast sessions, the check that they
sent, gave to us for paynent, was returned to us this week
with notification that the bank account had been cl osed.
So we are contacting themto give them an opportunity to
resolve that quickly. And if that doesn't occur, then
unfortunately, the requirenents of (inaudible) and pay
efficiency associated. So they are at risk, and hopefully
they will correct that problem

Next topic. Just a summary of the recap of
the Action Itens that the Departnent had fromthe prior
board nmeeting in October. W'IIl talk about themin depth
when we get to themin the tabs and on the agenda. And
those three itens were Revenue and Expense Charts, needed
to be enhanced to -- including dollar anounts, along with
a percentage. You'll see that when we get to that
section. Recovery Fund Bal ance Chart was refornatted, and
| have sone updates for you on that. And an e-nmil was
already sent to M. Chairnan and board nenbers on the
Honmeowner I nfornmation Bulletin for used hones. W'IIl get
to these here in just a mnute.

Two nore little pieces of update. The next
one is, we have 95 percent of the reports in for Sal es of
Manuf act ured Hones for the cal endar year 2012. Total hone

sales was 3,857. Eighty-three percent of that were used
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honmes, and that nunber is 3,206, and 17 percent of that
reported sales were new hones for a total of 651. So
that's for the cal endar year. The nunbers are obviously
still not where we'd like for themto be, but they are on
the rise.

CHAI RVAN BAI RD:  These are 95 percent
accurate. | nean --

MS. BLAKE: There are few sal es reports
m ssing for Decenber. They're due by January 15th. And
so, yes. So we're expecting a few straggl ers.

CHAI RVAN BAIRD: Cot it.

MS. BLAKE: And the | ast Departnmental
I nformati on update for you has to do wth the training
that the Departnment's involved in. W already tal ked
about the 2013 Annual Required Installer Training. Ayde
wi Il be scheduling those dates. Staff is working on the
topics that will be offered at each of them Again,
they' || probably begin in April; work through the cal endar
year. As usual, we'll have nultiple sessions in Phoeni X,
nultiple in Tucson. W typically travel to Ki ngman, Yums,
Fl agstaff, and sonewhere up in Navajo County, once, to
make that conveni ent.

Today, we have staff at the International
Code Council, Northern Arizona Chapter. They are having

their neeting and requested our Departnent to be a
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presenter at their neeting. W always appreciate that
Interest in what we do. And so Dave Miuneer (phonetic,)
who | eads our I PIA Program and Georgina, who runs our | GA
Program are there now tal ki ng about the new certificates,
t he reconstruction process, code updates, and seeking
additional training topics that they would be interested
in for this upcom ng schedul e.

And the | ast update on the training is
agai n, AZBO, which is the Arizona Building Oficials
Organi zation in Arizona, has asked our Departnent to
partici pate as a presenter again this year in their spring
training institute which is held in Prescott, and it wl|l
be held in April. And what we've done before is an
al |l -day session on everything you ever thought you wanted
t o know about manufactured hones, FBBs, the history of
them the relevant codes. A big piece of it is how do you
install these products, our conplaint process, so
basically, the nuts and bolts of the Departnent. It was
wel | -received last tine. Again, we were asked to do it
again this year and commtted to do so.

And those are all the Departnent updates
have for you today.

MR QIJEH: And when will this be?

MS. BLAKE: The AZBO? That's in April. I

can get you the specific dates. Wuld you like to know
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t hat ?

MR QIJEH. | mght, you know, attend just t
expand ny know edge base, if I'mfree.

MS. BLAKE: Ckay. I1'll send it out to the
whol e group, and share it with anyone that you'd |ike to.

MR QJEH. Sure.

MS. BLAKE: Ckay.

CHAI RVAN BAI RD: Thank you.

MS. BLAKE: You're wel cone.

CHAI RVAN BAI RD: Any outstanding issues in
the industry that the Departnent is working with nenbers
on that are inportant for us to know?

MS. BLAKE: There are a couple out there.

12

(0]

We don't have any resolution with them One of the topics

we had recently was -- one of our board nenbers brought t
our attention, was the issue of installing nmanufactured
homes in jurisdictions that have a frost depth
requi rement, and we're still working onit. There are --
we' ve had feedback froma coupl e manufacturers.

The issue basically is, the federal regs,

HUD, has specific requirenents for that. And the

(0]

requi renments are three-fold. Nunber one -- well, options,

rather. The option is you can install the footers, pads
and the piers below the frost depth. So there's obvi ousl

a big expense. You've got to dig down and install it

y
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bel ow t he frost depth.

Second option by the federal regs is you can
pour a concrete continuous nonolithic slab and set your
footers in that. That can be set at ground |evel so there
i's no digging, but obviously you' ve got the cost of the
materials, the tine, so on, and so forth. And you're
third choice -- and that requires an engi neered pl an
desi gn.

Your third choice is sone kind of a --

MR HANEY: Frost-free foundation.

CHAl RVAN BAI RD:  Wel |, engineered pl an.

MS. BLAKE: The word is escaping ne. Sone
way to protect the ground and the footers. And the word
Is not comng to ne right now.

MR GLEESON: | nsul at ed?

MS. BLAKE: Insulated. Thank you, Terry.

| nsul ate the foundation. That al so requires
an engi neered plan. Wen HUD was conmng out with their
installation requirenents and their program and this was
all published, there was kind of a concern for many
segnents of the industry about the cost and the delay in
time, and all of those things. So there was --
nati onwi de, there was research initiated and to | ook into
t he whol e i ssue because what the HUD regs really say is

t hey address frost heave. And frost heave doesn't al ways
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occur in every jurisdiction that has a frost depth
requi rement.

So for exanple, the result of this study
said there is three elenents that is required to create a
condition of frost heave. You've got to have a soil
condition that is conducive to it; you have to have
80 percent noisture content in the soil; and -- what was
the third one?

| need to take vitam ns, | guess.

MR GLEESON: Freezing?

MR HOYLE: Average tenperature?

CHAI RVAN BAI RD:  Average rainfall, nmaybe?

MR. GLEESON. Freezing tenperature, or
sonething. That is where the insulated footing cones in.

MS. BLAKE: Well, okay.

MR GLEESON: | think, but I don't know.

MS. BLAKE: Frost depth, the ground is
susceptible to frost, and the noisture content.

MR GLEESON: Low water |evel or narrow --
shal | ow water --

MS. BLAKE: No, because that has to do with
t he frost depth.

MR GLEESON: |'m sorry.

MS. BLAKE: And how far below the ground it
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So according to this study by engineers, if
even one of those three elenents is mssing, frost heave
cannot occur. It just doesn't happen. And so this
research then invol ved nost manufacturers on the technical
advi sory board, a lot of suppliers of material, and the
net result of it was they said that they cane up with an
engi neered desi gn plan where you can set a home at ground
| evel on pads and piers and not conmply wth the federal
regs as they're currently witten.

HUD published a letter, and all of this
occurred between 2009 and 2010. In 2010, HUD revi ewed
this research presented to them and cane out with the
opinion that you still have to either conply with the
federal regs, or cone up with an engi neered alternate
desi gned plan, which is what cane out of this research
study, but you al so have to have that engi neered pl an
approved by your DAPI A Each nmanufacturer had to do that
I ndependently. But the issue cane up recently to us
because of a consuner conplaint. WIlIl, as we researched
It internally, we cane to the result that this particul ar
manuf acturer had, in fact, followed that all the way
t hrough, and did have a DAPI A design so the work that was
perfornmed on his honme net code. No conplaints there. No
valid conplaints. But we took it a step further because |

wanted to verify for our own records and to get
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information out to our installers is that universally
applied anong all of our nanufacturers. To date, | have
found that out that there is two manufacturers that did
adopt that DAPI A desi gn-approved plan. W have one that
did not. And I'mstill waiting on hearing from anot her
one.

So what that really neans is this: And it's
Important to the installer industry because if you are
setting a hone produced by a manufacturer who accepted
that alternate plan, you can set it above ground and
foll ow that design plan. And no problem |If you are
setting a hone for a manufacturer who didn't buy into
that, didn't adopt that design, you have to conply with
the federal regs. It's just really that sinple. The
Departnment's role in it, other than the research that we
did to cone to the conclusion of how do we enforce it, is
just that: W don't nake the rules. W don't approve
designs for that particular thing. And whatever the
manuf acturer directed us to do is what we enforce on their
behalf. So --

CHAI RMAN BAI RD: G eat.

MS. BLAKE: That's the update on that.

CHAI RVAN BAI RD:  Thank you.

MS. BLAKE: You're wel cone.

CHAI RVAN BAI RD:  Any personnel changes,

WAV GRI FFI NREPORTERS. COM
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| ssues?

MS. BLAKE: No personnel changes.

CHAI RVAN BAI RD:  Good.

MS. BLAKE: And everything' s the sane on
t hat regard.

CHAI RVAN BAI RD:  Ckay. Thank you.

Do any nmenbers have any questions for Debra
about that part of Iit? Geat.

Let's nmove on. Thank you, Debra.

MS. BLAKE: You're wel cone.

CHAI RVAN BAI RD:  Fi nanci al Report.

MS. BLAKE: Ckay. Beginning on page five in
your bookl et under the tab, "Financial Reports.” Once
agai n, Ayde's done a great job of pulling that information
t oget her for you. The Septenber Fi nancial Reports begin
on page six. I'mgoing to -- oh. | see one error that I
over| ooked. On page five, the third bullet is Novenber,
not Decenber.

CHAI RVAN BAI RD:  Great.

MS. BLAKE: Decenber reports are not in this
bookl et yet, so I'mgoing to ask you to nove to page 27.
And |I'm just going to work through the Novenber reports
with you.

So I'"msure you've all reviewed this from

the el ectronic packet that you got. This is just the
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normal reporting on the volune and the nunber of fees that
have come in. |'mgoing to nove you to page 28 because |
do have a little bit of an update for you on that. As |
said, this is the nunber, the Novenber reporting. W

don't have all of the information for Decenber yet, but

we're working on it. But what | did pull from Decenber is
on page 28, under the Production Trend, if you'll | ook
under the colum that's | abeled "2012." You'll see the

"83" highlighted in yellow for Novenber. Decenber's

nunber -- if you want to pencil it in there or just
listen -- is 111.

So what that neans is, for the year -- again
this is Cal endar Year, not Fiscal -- Calendar Year 2011

there were 1,196 new HUD hones produced in Arizona. Every
nmont h was an increase fromthe prior year, except for
Novenber / Decenber.

The total now for 2012, for the year, was
1,407. Now, that is a 17.6 percent increase. However, |
will tell you that not all hones produced in Arizona are
shi pped to Arizona, which neans they're not sold here
there; they're not installed here.

Ckay. So although that's good news anyway,
we haven't seen those levels of increases in Arizona.

CHAI RVAN BAI RD:  This production report,

Debra, includes hones that are produced out of state but
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shipped into the state as well, or is this just strictly
Ari zona production?

MS. BLAKE: These are Arizona-based
manuf act ur ers.

CHAI RVAN BAI RD:  Good.

MS. BLAKE: Yes. So | just wanted to draw
your attention to that. | nean, | guess it's good news.

CHAI RVAN BAIRD: It is good news.

MS. BLAKE: Yeah. So if you will flipto
page 29. This is one of the charts that was a Depart nent
action item | just want to draw your attenti on.

MR. QJEH. Thank you. Looks good.

MS. BLAKE: You're wel cone.

So as you know, in the past we just provided
t he percent age.

CHAI RMAN BAI RD: Ri ght .

MS. BLAKE: Ayde has now added the
correlating dollar anmount to that. And on the next page,
page 30, that i s Revenue Fiscal Year-To-Date.

CHAI RVAN BAI RD:  There you go.

MS. BLAKE: Sane application. And then
agai n on page 31, which is the Expenditure Breakdown.
Agai n, just enhanced it by adding the dollar anount.

CHAI RVAN BAI RD: Debra, when do you expect

t he Decenber infornation to be avail abl e?
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MS. BLAKE: Wl |, Decenber reports are due
internally by the tenth of the follow ng nonth, so
January 10th. W have themall in, but again, resource
| ssues.

CHAI RVAN BAI RD:  Yeah.

MS. BLAKE: Ayde does all of that wonderf ul
work on these reports for you, but she's been quite busy
wth preparing for the Board. So typically, they're not
ready until towards the end of the nonth. So they will be
ready the end of January.

CHAl RVAN BAI RD:  The reason | ask is |
prefer not to wait until April to see 2012's nunbers.

MS. BLAKE: Oh, no. No. You wll have
It -- the report will be ready, if you would |i ke for
us -- do you send those out nonthly?

MS. MARQUEZ: The nonthly?

MS. BLAKE: The nonthly plan?

M5. MARQUEZ: No. It's on our website.

MS. BLAKE: W put them on our website.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: So you can review themthere as
they're available. And then it will be in the April board
nmeet i ng.

CHAl RVAN BAI RD: O course.

MS. BLAKE: It wll be for January and
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February.

CHAl RVAN BAI RD: O course.

MS. BLAKE: Ckay?

CHAI RVAN BAIRD: Wl l, additionally to that,
we prom sed ourselves we wouldn't wait until the | ast
mnute, until the | ast board neeting, to approve next

year's budget. W'd have a little bit of preparation for

t hat .

MS. BLAKE: Right.

CHAl RMAN BAIRD: This year. So that's kind
of where | was really coming from So we'll have that.
Good.

MS. BLAKE: Yes.

CHAI RVAN BAI RD:  That will be very
benefi ci al .

17.6 percent?

MS. BLAKE: That's good .

CHAl RVAN BAI RD:  Excel | ent.

MS. BLAKE: YES. M. Chairman?

CHAI RVAN BAIRD: |Is there anything el se on
the financial that you'd like to add? Any questions from
anyone?

M. Haney, you're puzzl ed?

MR. HANEY: On page 31, the percentages in

the chart don't match the percentages over on the right.
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| was wondering what. ..
CHAI RVAN BAI RD: Wl |, they don't.
MS. BLAKE: Yeah. Thank you for catching
t hat .
MS. MARQUEZ: \What page?
MS. BLAKE: Page 31
CHAl RVAN BAIRD:  Yeah. I'mtrying to --
MR, GLEESON. The top two do, but not the
Payroll or the Qperating.
MS. BLAKE: Yeah. They don't for Cctober,
ei t her .
CHAI RVAN BAI RD: Yeah. But they're all off.
MS. BLAKE: We'll look into the cal cul ations
for that.
MR HANEY: The two little ones.
CHAl RVAN BAIRD: It says Travel is okay, and

sois that. (Indicating.) |It's just the other twd. The

bi g two.
MR HANEY: Yes.
CHAI RVAN BAI RD:  Yeah. The big two are off.
MS. BLAKE: Thank you. We'll |ook at the
spreadsheet, and we'll get those three; Septenber,

Cct ober, Novenber, corrected, and get them back out to
you.

CHAI RVAN BAI RD:  Ri ght .
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MS. BLAKE: Thank you for catching that.
CHAI RVAN BAI RD:  Ckay.

If there is no other issues, the chairnmn

w Il accept the notion to accept the financial information

as present ed.

on page 35.

to you.

MR QJEH:. Yes. So noved.

CHAI RVAN BAI RD:  So noved?

Second?

MR GLEESON:  Second.

CHAl RMAN BAIRD: M. Geeson. Al in favor?
(Chorus of ayes.)

CHAI RMAN BAI RD:  Oppose?

Motion carried. Thank you.

Fee Structure is a standing item

MS. BLAKE: Ckay. Under your tab, begi nning

Typically, we don't present this information

CHAI RVAN BAI RD: Ri ght .
MS. BLAKE: But we had it avail abl e and

wanted to give you an update to M. Chairman's point so

t hat you have information prior to your decision nmaking on

f ees.

And as you know, we increased one fee on the

Fee Schedul e that you voted on, and that was i npl enented
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July 1st, 2012. And that fee was on an installation
permt. So just been |ooking at the fee revenue
conparisons for the Fiscal Year. And as you'll see in
that first chart on page 35 to your far left, see the
amount of fees comng in for each of those nonths. And
then if you | ook at the Year-To-Date periods, again the
sane nonths for Fiscal '12 as reporting in Fiscal '13,
you'l | see that every nonth has been an increase in fees,
the total amount differences, and that fee increase is
22.8 percent.

CHAI RVAN BAIRD: Cot it.

MS. BLAKE: Now, |looking at that a little
bit and analyzing it, what does that really nean and where
did it cone fron? To the right of that is the
Installation Permt Volune. Again, keep in mnd that was
the fee that was increased. You see the nunber of permts
i ssued: Fiscal '12, Fiscal '13, Year-To-Date, and you'l
see the increase or decrease to your right.

The net result of that is, Year-To-Date, the
Permt Volunme up is up 6.1 percent. So that's good.

CHAI RMAN BAI RD: Uh- huh.

MS. BLAKE: And to the far right is the Plan
Revi ew Vol une. That is up 16.7 percent. There are sone
factors for that. The nmjor factor is that the codes were

updat ed and adopted in June that required all new
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structural package, all new typical plans. So big vol une
t here.

And we' ve al so continued to see sone growth
in the anmount of FBBs being installed and constructed. So
that contributes to sone of that increase as well.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: Ckay?

MR QIJEH. M. Chairman, | just have a quick
questi on.

The $10, 000 we had seen in Novenber, the
i ncrease from40 to 50 --

MS. BLAKE: Wiat page are you on?

MR QJEH.  Page 35.

CHAI RMAN BAI RD:  Page 35. He's talking
about Novenber.

MS. BLAKE: OCh, okay. |I'msorry. About
revenue?

MR QJEH. Yes. | see that we -- the Fee
Revenue i ncreased by 20 percent, or about $10,000. So the
bul k of that $10,000 cane from Pl an Revi ew?

MS. BLAKE: Correct.

MR GLEESON: Wuld it be Permt Fees?

MS. BLAKE: Sone cane from Permt Fees
although if you follow it across, in Novenber there was an

I ncrease -- | nean, a decrease of 30 percent.
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MR QJEH. Right.

CHAI RVAN BAI RD: Ri ght .

MR GLEESON. kay.

MS. BLAKE: So the bulk of it came from Pl an
Review, primarily.

CHAI RVAN BAI RD: Sure. That's significant.

MR QJEH: Yes.

CHAI RVAN BAI RD:  Putting us closer to our

95105.

MS. BLAKE: Step by step, correct.

CHAI RVAN BAI RD: Good. Any questions? No?

The Fee Structure then, as presented, is
okay? | don't think we need to vote on each of these, do
we?.

MS. BLAKE: You don't need to vote on each
of these, M. Chairnman.

CHAI RVAN BAI RD: CGkay. Mbvi ng al ong.

Recovery Funds. Cool.

MS. BLAKE: Ckay. |I'mgoing to draw your
attention to page 39. This is the information and the
chart that was submtted to you when you received it via
e-mai |

CHAI RMAN BAI RD:  Yes.

MS. BLAKE: This was another Action Item

that the Departnment undertook which was to create this
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chart in nore -- kind of a cash flow thing. Revenue in,
debit -- the whole credit, debit, and bal ance thing. So
we prepared it in that fornmat. W sent it out to all of
you in e-nmail and asked for your review feedback. Having
recei ved none, assuned that it net your expectations.

MR QIJEH. | think it's easy to foll ow now.

MS. BLAKE: Good. Thank you.

Now, having said that, I'mgoing to turn you
to page 40, which is the Anended Chart. And it |ooks the
sanme, but if you were to conpare them si de-by-side, the
nunbers are different. And | need to explain to you why.

In the past, the way that we reported this
to you was based on infornmation that what we would do is
contact our internal accounting departnent and say, Wat
is the balance as of a certain date, and they woul d give
it to us. And then we would say, "What were the interest
deposits?" Well, sonewhere over the past two years there
has been a breakdown in commrunication, and the two figures
t hat had previously been asked for our accounting
departnent to provide were: Wat is the bal ance of the
Recovery Fund, and what is the amount of adm nistrative
penalties that were collected for the prior three nonths.
The two are conpletely unrelated. And so sonehow, that
Aver age Interest Deposit, as you see on page 39, is in

fact, not interest. It is admnistrative fees, penalties
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collected fromlicensees, which has nothing to do wth the
Recovery Fund, it does not go into the Recovery Fund, so
it was strictly a m scomruni cati on.

So thank you to Board Menmber G eh, because
when he brought our attention to restructuring this chart
and we began to ask for information to say, okay, how do
we get this every nonth and nmake sure it's accurate, we
| ooked again at what we were asking in terns of anopunt.
And so | asked for the bal ance. Qur accounting person was
on vacation and so we took information from anot her

source, which wasn't accurate. Know ng that we woul d have

to anend it. Well, when our accounting person cane back
and said, okay, | need to know the prior nonth's cash bond
I nt erest.

And so just so we're clear on the Recovery
Fund, revenue that cones into the Recovery Fund cones from
two sources: Sale of hones, where they pay a $30 fee into
t he Recovery Fund, and the second source is interest
earned on the cash bond bal ance. And the cash bond is
| i censees that have to post a bond, don't go through a
surety conpany ,they can post a cash bond. Al of those
cash bonds are held in a fund and interest earned off of
it, according to statute, cones into the Recovery Fund.
So those are the two revenue sources.

So when | asked about the anpbunt of | nterest
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earned fromthe prior nonth on the cash bond, | got back a
nunber of seven cents. And | thought, okay, sonething's
wong here. And | said, no, that can't be right because
we are reporting a three-nonth average of $10,000. |If |
di vide 10,000 by three, | don't get seven cents. So then
they verified it and they cane back and they gave ne a

| ist of the average interest -- or the interest earned by
nmonth so far year-to-date, and they broke it down by
nonth. And the anmounts were anywhere from 300 to $500.
So again, | said, this still doesn't nake sense. Help ne
understand. And so they said, yes, that is the correct
nunmber, and | said where did this $10,000 cone fron? And
so obviously, through asking questions, we cane to that
$10, 000, not a figure that has anything to do with
Recovery. It should have never been reported that way,
and so we'll fix it going forward.

And so on page 40, you have accurate
information. W have put in place a system where, you
know, Central Services Bureau, which is a state agency,
does sone of our accounting functions for us. One of the
things they do is produce a Cash Fl ow Report broken down
by funds to the Departnent every nonth, and so we are
going to use that as our reference source. Maryann
oversees all of those functionalities here, and so we are

going to get a nonthly report that is going to show us an
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accur ate begi nning bal ance for the nonth, all revenue
coming in, any clainms paid out, and a new bal ance, and we
wll use that information for you goi ng forward.

In addition, if we are aware of any
potential clains in that mddle part of your chart we wll
tell you what they are, but they do not effect the bal ance
because they haven't been heard by the adm nistrative | aw
j udge; they haven't been appeal ed; they haven't been pai d.

CHAI RVAN BAI RD: Exactly. Okay.

MS. BLAKE: So, sorry for the confusion and
the error on that before, but | guess the inportant part
Is we found the root cause of the errors and fixed it.

CHAl RVAN BAIRD:  Well, the difference
bet ween the two pages was |i ke 2100 and 50 dol |l ars.

MS. BLAKE: Right.

CHAI RVAN BAI RD: | guess ny question, Debra,
is: How do we go from 74,000 on page 39, adding that ten
t housand to 85 we see that's transferred over there? |If
we' re not doing the 10,000, there's only a $2, 000
difference between the two pages.

MS. BLAKE: Well --

MR HANEY: The starting bal ance is
different.

CHAI RVAN BLAKE: OCh. The starting bal ance.

MS. BLAKE: The starting bal ances are
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different on page 39.

CHAI RVAN BAI RD: | hear you.

MS. BLAKE: The average deposit, which gets
added, obviously, is not correct.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: And so, again, in researching
and figuring out what is accurate, what is our source of
I nformation --

CHAI RMAN BAIRD: So is it --

MS. BLAKE: W'l take it off the cash flow

CHAI RMAN BAIRD: So it's nore than just the
$10, 000 that was off. It was the starting bal ance that
was of f as well.

MS. BLAKE: Yes. Yes.

CHAl RVAN BAI RD: Ckay. \Which worked in our
favor.

MS. BLAKE: Right.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: So the information we have
presented to you on page 40, is the current information as
of our Cash Fl ow on Decenber 1st, 2012.

CHAl RVAN BAI RD:  So a bal ance of 82, 000.

MS. BLAKE: Yes. 83, 000.

CHAI RVAN BAI RD:  Ei ghty-three. Ckay.

MS. BLAKE: There are no clains that were
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paid for the nonth of Decenber and no clains that are
pendi ng, hearing, or waiting on appeal.

CHAI RVAN BAI RD: And then pages 41 through
45 or six --

MS. BLAKE: Yes. Thank you.

CHAI RVAN BAIRD: O seven or eight -- or
what are these?

MS. BLAKE: Those are what you nornmally see
i n your board packet. Those are a summary of all the
conpl aints that the Departnent has received on page 41.
Ones that we have done verified inspections on, that was
just a summary page, on page 41. And the supporting
detailed informati on begi ns on 42.

CHAI RMAN BAIRD: | got it. Okay.

MS. BLAKE: It identifies that as we have
enhanced, at your request, verifying each |icensee entity
that's involved. |If it's potential for Recovery Fund,
whi ch they always are, even if the dealer license is
valid, because if the dealer -- if it goes to hearing and
the adm ni strative | aw judge awards 50, 60, whatever
t housand dollars, and the dealer can't or won't pay it,

t he Recovery Fund is still liable to pay it, and then
suspends the licensee's license until it's been repaid to
t he Recovery Fund.

CHAI RVAN BAIRD: Ckay. So to summary, we
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got like 83 grand in the fund, and we have not hing even
pendi ng before the adm ni strative judges.

MS. BLAKE: Correct. And we have about, you
know, 450 com ng in, plus whatever sales. Again, we
tal ked at the | ast board neeting the anount of nobney
coming in based on sales is going to be significantly
reduced because new hone sales don't pay into it, and used
honme sal es at 50,000 or nore don't pay into it.

CHAI RVAN BAI RD:  Correct.

MS. BLAKE: Correct. So |ess noney com ng
i n; hopefully, fewer clains.

CHAI RVAN BAIRD: R ght. Good. Thank you.

MS. BLAKE: You're wel cone.

CHAI RVAN BAI RD:  Any questions on the
Recovery Fund?

Go ahead, Neal .

MR HANEY: Thank you, M. Chairman.

| was just |ooking through sone of these and
certainly, you know, where we |list the contract anount of
61, 000 or 147,000, that doesn't necessarily nean if a
claimwere filed, it would be for that full anount.

MS. BLAKE: You're correct.

MR, HANEY: But the first one, the conpl aint
was filed back in May, verified in July. |Is that stil
pendi ng? On Ganaly? Were the dealer didn't refund the
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noni es to a purchaser who didn't go through with the deal
or sonet hi ng?

CHAl RMVAN BAIRD: It shows here on page 42,
t he colum on the right, second one down, that the

conpl ai nt has been satisfied; thereby, no effect to

Recovery.

MR. HANEY: Ckay. Gkay. | see.

CHAl RVAN BAIRD:  So - -

MR HANEY: So that's not a pending --

MR QJEH: No.

CHAl RVAN BAI RD:  You're just running a |l og
her e?

MS. BLAKE: W are.

CHAI RVAN BAI RD:  Ckay.

MR HANEY: Ckay. | see several, say,
conpl ai nts.

CHAl RVAN BAI RD:  Okay. So that's not
potentially -- that 22,000 there will never happen, right?
Unl ess they resol ve.

MR. HANEY: That one was actually a cl osed
conpl aint then, at this point.

MS. BLAKE: It was closed. Wuld you |like

this only to show conplaints that are still open?
CHAl RVAN BAIRD: | would prefer that. What
are your all's thoughts? | nean, if it's closed, it's
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cl osed.

MR HOYLE: | agree. | think just open.

MS. BLAKE: Ckay.

CHAlI RMAN BLAKE:  Yes?

MR QIJEH: M. Chairnman, before we nove to
the next topic, | was reading sone of this conplaint, and

soneone or sone peopl e conpl ai ning about cracks in the
marriage line. And that just -- | didn't know what t hat
meant. And so...

CHAl RVAN BAIRD: | think educated --

MR HANEY: |It's leading to a divorce.

MR QJEH. That is what | was thinking.
went , okay. ..

CHAl RVAN BAIRD: W set out little dutch
boys and they put their finger in themto keep the water
out .

MR QJEH: |'msorry.

CHAI RVAN BAI RD:  You're asking: Wat is
t hat ?

MR QJEH: Yes. Wat is that?

CHAI RVAN BAI RD:  Way don't we ask our
installer? Terry? Wy don't you --

MR GLEESON: When the two hones are brought
together, there's a gap there, okay? And when they're

taped and textured, they' re taped off and sprayed and
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textured and painted. And when the home settl es,
sonetines you'll get cracking.

MR QJEH  Ah.

MR HANEY: It's where the two hal ves neet.

MR GLEESON: It's also referred to as the
center line of the home. They call it the center |line or
the married Iine of the hone.

MR QJEH. Ckay. Thank you.

CHAIl RMAN BAIRD: It can be a double-wide, it
can be a single-wide, or a triple-w de, or quadrupl ed.

MR GLEESON: Anywhere where two sections
cone together. O three sections cone together.

MR QJEH. That is nore helpful. | was
thinking I didn't understand. All right.

CHAIl RVAN BAIRD: It's a texture crack.

MR QIEH  Ckay.

MR GLEESON: Yeah. A texture crack.

MR QIJEH. Al right. Thank you.

CHAI RVAN BAI RD:  You're wel come. Ckay. So
we're going to |l eave those off. Geat.

The next section would be, then, we're going
to Call to the Public.

Is there anyone fromthe public that woul d
| i ke to speak today? No? Ckay.

Moving on, is future neeting dates. |'l]
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ask if the board nenbers have anything that they would
i ke to bring up before we go to that. Nope?

Qur next neeting is scheduled for April --

MR QJEH. Seventeent h.

CHAl RVAN BAI RD:  One o' cl ock, here. Ckay?

MS. BLAKE: M. Chairman, if | may just
bring to your attention, we have schedul ed these at your
request on this quarterly schedule. And of course, | send
to the chairman, the agenda in advance for his review and
approval, and so it is at the chairnman's discretion
whet her or not we nmeet on these specific dates. So if he
woul d recei ve an agenda that didn't appear to be sonething
t hat made sense to go ahead and have a neeting, it would
be at his discretion to cancel it. It could be
reschedul ed.

So | just want to nmake sure that you were
aware that even though we selected these on a reqgul ar
schedul e for your preplanning, at the chairman's
di scretion they can be cancell ed, reschedul ed, as needed.

CHAI RVAN BLAKE: Thank you.

MS. BLAKE: You're wel cone.

CHAl RMAN BAI RD:  The chairman will take that
into consideration. Al right.

The Chairman will turn a notion to adjourn.

MR HANEY: So noved.
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f avor ,

MR. CHAI RVAN: We have a second. Al i

say aye.

(Chorus of ayes.)

MR CHAI RVAN: See you guys. Thanks.

(The proceedi ngs concl uded at

1:48 p.m)

n

Bye.
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