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open the neeti

a roll

att end.

call.

PROCEEDI NGS

MR BAIRD: Ckay. 1'dlike to officially
ng, the May 1st, 2013 neeting. And ask for

MARQUEZ: Sam Bai rd?
BAI RD: Her e.

MARQUEZ: Arthur Chick?
CH CK:  Here.

5 2 5 3 O

MARQUEZ: Paul DeSancti s?
(No response.)

John D ngeman?

3

DI NGEMVAN: Her e.

MS. MARQUEZ: Terry d eeson?

MR GLEESON: Her e.

MS5. MARQUEZ: Neal Haney? He's unable to

Joe Hart?

MR HART: Her e.

MS. MARQUEZ: Everette Hoyl e?

MR HOYLE: Here.

MS. MARQUEZ: Zeek Q eh? Absent.
Cene Pal ma?

MR PALMA:  Here.
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M5. MARQUEZ: Debra Bl ake?

MS. BLAKE: Her e.

MS. MARQUEZ: Mary WIIlians?

M5. WLLI AMS: Her e.

M5. MARQUEZ: |s sonebody on the phone |ine?

MR DESANCTI S: Yeah. This is Paul
DeSanctis. | just got knocked off. | don't know why.

MS. MARQUEZ: Okay. We have you on rol
call now.

MR BAIRD: Paul, we've been asked by the
transcriber that if you speak, state your fane first.

MR DESANCTIS: Sure wll.

MR. BAIRD: Thank you so nuch. GCkay. Al
right.

I ntroductory of our new nenber. | took the
liberty earlier of passing around everybody's information
so we all -- he knew who we were and we kind of know who
he is, but still, welcone.

MR. DI NGEMAN.  Thank you very much.

MR BAIRD: |If you would |like to say a few
wor ds, that woul d be great.

MR DI NGEMAN: | assune everybody received
my bio, but | ama certified residential real estate
apprai ser and a registered property tax agent in the state

of Arizona. | amheavily involved wthin our industry.
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I'"mvice president of the Coalition of Arizona Appraisers.
That's nmy contribution to the industry. |I'malso a
conti nui ng education and licensing instructor for our
i ndustry. So | do alot. In ny comunity, |'ve been an
HOA president, now secretary, thankfully. First tine in a
long time. |I'ma nenber of the Desert View Vill age
Pl anning Committee in north Phoenix, and now I'mthe
st akehol der comm ttee for the Bl ack Mountain Boul evard
SR-51 Ranp Project.

| had an opportunity to serve on the Board
of Appraisal in August when | was appoi nted, and |
declined, and | felt like | owed the governor and the
state, since | wanted to volunteer anyway, to find another
alternative location for ne. And this is what | found and
| liked it, so thank you very nuch for having ne, and it's
a privilege to serve.

MR BAIRD: W're glad you' re here.

MR. DI NGEMAN:.  Thank you very much.

MR BAIRD Al right.

MS. BLAKE: Did soneone else just join
t el ephoni cal ly?

M5. MOREY: | did. This is Lois with EBS
Modul ar .

MS. BLAKE: Hi, Lois. Thank you for

joining. Lois is here as a public nenber.
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MR. BAIRD: Wl cone. Ckay.

Next up on the agenda is a review of the
m nutes and vi ew and acceptance of the mnutes fromthe
| ast neeti ng.

Did everyone have a chance to go through
t hose? Ckay. Any issues? |If not, the Chair would enter
a notion to accept.

MR HART: Yes.

MR BAI RD: M. Hart.

Second?

MR GLEESON: Second.

MR BAIRD: M. d eeson.

Al in favor?

(Chorus of ayes.)

MR BAIRD: Qppose?

Motion carried. Thank you.

MR, DI NGEMAN: Sam | have to abstain, so...

MR BAIRD: You can abstai n.

MR DI NGEMAN:  Ckay.

MR BAIRD: Wth one absentia. Geat.
John, we try to be as informal as possible.

MR DI NGEMAN: | nformal ?

MR BAIRD: Mary sonetines gets in the way
of that, but we try to keep it as informal as possi bl e.

MR DINGEMAN. | wll try not to.
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.

MR BAIRD: Al right. O you can start
calling ne "Judge Judy." Wiichever. W don't stand on
cerenony, if you wll. Al right.

So, departnental information. My favorite
part.

MS. BLAKE: M ne too.

MR BAIRD: A State of the State, if you
will.

MS. BLAKE: State of the State. GCkay. So
| egi sl ati ve updates. You've all probably heard the
| egislature is still in session. As of this date, we have

no informati on regarding | egislative activities on the
budget, and there have really been no relevant bills that
have i npacted QVH.

MR BAIRD: Excellent.

MS. BLAKE: Staff changes. Jenny Lee
M chael son, a Phoenix installation inspector, retired
effective March 31st. W have posted her position to be
filled. W did receive 23 applications. W interviewed
ei ght of those. Many of the applicants we got were, |
guess, an indication of the econony still. People very
over qualified or with no relative industry experience. A
team including three staff nenbers and |, conducted the
interviews and we did extend an offer of enpl oynent

yesterday to forner Tucson Installation Inspector Jim
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Lang. And so, the good news is he can hit the job
running. He'll have to learn a few things that --
processes that naybe have been updated, and we have sone

new t echnol ogy that Mary is going to give a little update

on in afewmnutes. And so he'll have to |learn that.
But for all intense and purposes, he knows the code, he
knows the industry, well-liked and respected in the field.

So we were very happy about that.

MR BAIRD: Did he accept?

MS. BLAKE: Yes. Yes, he did. He wants to
give his current enployer a two-week notice.

MR GLEESON: He'll be in the Phoenix area?

MS. BLAKE: He'll based here in Phoeni x.

MR, GLEESON. Ckay.

MS. BLAKE: He'll be relocating fromwhere
he resides in Tucson, and will be here in two weeks. So
very happy about that.

MR, BAI RD: Yeah.

MS. BLAKE: A coupl e procedural changes that
should be of interest to you. There's been a | ot of
di scussi on over the | ast many, nany nont hs about sone
alternate engineering for -- to neet frost depth
established by local jurisdictions. There is an
engi neering design for frost-free foundation systens,

whi ch basically do not neet the local jurisdiction frost
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depth. So there had been a consuner who called in with
sone concerns about it. W did sone research internally,
and found out that all of the Arizona manufacturers
participated in a study group to create this alternate
engi neering a few years ago, with the exception of one of
our licensees. So | made contact with them and they too,
now, have their own uni que, approved engi neered design
which is very simlar to what had been produced before,

but it's theirs. They've notified ne that their
engineering is reviewing it. They don't have an engi neer
seal on it yet. As soon as | get a copy of it, it will be
provided to all installers, inspectors, |GA partners. And
so, that will be a nice feature because all of our Arizona
manuf acturers wll be on the same page wth all ow ng that.
It just makes it easier for inspectors and installers to
conply with that requirement.

The ot her engi neering or procedural thing
that has cone up has to do wth attached awni ngs. Kind of
an outcry fromthe industry frominstallers. Typically,

t hey have to submt engi neered designed plans to the
office for review and approval. Cavco, one of our
installers, took the lead with com ng up with an approved
engi neered design that they are actually going to nmake, as
an addendumto their installation manual. And so, | think

that's great news for the industry. However, none of the
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ot her manufacturers that we licensed allow that. They all

require themto be freestanding. So | just recently

received that information. | wll be sharing it with the
ot her manufacturers for themto consider. |If they want to
consi der sonething like that as well, great; if not, our

role as a departnent is just to get that information out
there so installers, | GA partners, know the difference if
they're -- based on the product that they're installing.

MR QJEH: Good norning. This is Zeek.

MR BAIRD: Wl cone, Zeek. Zeek, the
transcri ber has asked us to -- if you speak, to say your
name first.

MR QJEH Ckay. This is Zeek g eh on
t el econf erence.

MS. BLAKE: Thank you, Zeek.

MR QJEH. Thank you.

MS. BLAKE: The next topic | want to share
wth you is rural packet. Departnment staff has created a
wor ki ng docunent where we can start to conpile all these
rural changes that we would Iike to incorporate which
i nclude topics |like flood zones, other changes that were
i mpl enented in 2009. W have not been --

Zeek?

MR QJEH. Yeah?

MS. BLAKE: W can hear you.
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MR QIEH |'msorry.

MS. BLAKE: That's okay. Thank you.

So, we just want to get ahead of the gane,
you know, the noratoriumon rural nmeking, to nmy know edge,
Is still scheduled in 2014. | have heard a runor it's
been extended to 2015.

Have you heard that, Mary?

MS. WLLIAMS: | have not.

MS. BLAKE: So, |'mnot sure about that, but
we have a |l ot to update rural which, of course, the Board
has to approve and review all of that. So, we'd |like to
start working on it now, and have done so.

Just a quick recap of the action itenms from
the | ast board nmeeting, which was January of 2013.
provided all of you information on the Arizona Buil di ng
Oficials spring training, which occurred in Prescott.
Staff fromthe departnent gave a training session on the

I nstall ati on of nmanufactured homes and nodul ar bui |l di ngs.

The next training session they wll have will be in
Phoenix. | think it's Cctober. |'mnot sure of the date.
But it's a nice opportunity. | had a conversation with

Jack Judd today, who is the building official from Yavapai
County, but he also has a key role in the Arizona Buil di ng
Oficials. He would like our next training to include a

visit to one of the manufacturers or a visit to an
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install-in-progress where they can really see how all this
applies. So we'll work towards that. O her follow up
fromthe | ast board neeting, the percentages that were in
error on the Expense and Revenue charts have been
corrected and they are part of your packet today. And the
Conpl aints Verification Inspection Sunmary was revi sed as
requested to only include open conpl aints.

And finally, the last topic | have to
provide you is on the training. 1In addition to the ASBO
training | already spoke about, we did do that on Monday,
April the 8th. There were 16 participants and it went
really well. |'ve not received the feedback yet in
witing, but |1've heard from again, Jack Judd, that he had
good feedback. The first of our required annual installer
trai ning sessions was held on April 10th in Tucson. The
second one was in Phoenix and it was |ast week. And one
of the focuses of that training that we're providing them
has to do with the new certificate programthat | shared
wth you at the |ast board neeting that now requires all
ROC contractors to participate in our insignia or
certificate programand attend the training as a
prerequisite to purchase those certificates.

MR BAIRD: Excellent.

MS. BLAKE: Thanks.

MR, BAIRD: Any conmments anyone? Questions?
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Thank you, Debra. That was great.

MS. BLAKE: You're wel cone.

MR BAIRD: Al right. Let's nove to the
financial report.

MS. BLAKE: That begins in your packet on
page 5. It's nunbered at the bottom And what you wll
find on pages -- let's see. Pages 5 through 14 are just

t he updated pie graphs that needed the percentage
correct ed.

MR BAI RD: Unh- huh.

MS. BLAKE: So, it was sinply a fornmul a
I ssue. But nonet hel ess, the percentage shown on the graph
and shown to the right were not in sync. So that's been
corrected and shoul d be correct going forward.

Begi nni ng on page 15, begins the standard
mont hly report that we provide to you at every board
neeti ng, beginning with Decenber 2012. And the nost
current that was available at the tinme of this board
packet begi ns on page 34, and that's for February of 2013.
The only thing that I would draw your attention to, unless
you have questions, is on the February report. On page
34, you will notice about three-fourths of the way down
under Expense and Revenue, line item the HUD Revenue t hat
we received, is the suppl enental paynment that we get

annual ly, and that was $158,987. It's due at the end of
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Cct ober every year, but HUD processing tine we typically
never see it until January or February. So we did get it
in February and that's refl ected there.

MR PALMA: That was due to the sequester?

MS. BLAKE: Yes, it was.

MR BAIRD: Geat. So year-to-date February
is fromJuly of '12 through February of '13?

MS. BLAKE: Yes.

MR BAI RD: Ckay.

Zeek, was that you?

MR QJEH: No, that wasn't ne. |I'mstill
here t hough.

MR. BAIRD: Wio was speaki ng?

MR QIJEH: |I'msorry. |I'mat the airport.

MS. BLAKE: He's at the airport. Mist be an
announcenent .

MR BAIRD: Ckay. Well, it looks |like the
information is what it is.

MS. BLAKE: Unh- huh.

MR. BAIRD: About the sane as | ast year.

MS. BLAKE: Well, | think if you | ook across
that line again, if you | ook at the year-to-date revenue,
currently it's 425, 000.

MR BAIRD: Right.

MS. BLAKE: Conpared to |ast year, 359. So
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revenue is up. That's a good thing.

MR BAI RD: Lower .

MS. BLAKE: | heard that. And if you | ook
across that, there's the year-to-date expenditures -- or

this year, 423.

MR BAI RD: Unh- huh.

M5. BLAKE: Last year, 474. So revenue up,
expenses down.

MR BAIRD: Yay, yay.

MR PALMA: | think that's great managenent.

MR BAIRD: Excell ent nmanagemnent.

MS. BLAKE: | would agree with that, GCene.

| do a good job.

MR. BAIRD: And we expect nore.

MS. BLAKE: No.

MR BAIRD: Al right. Any coments from
anyone on this? | don't think it's anything earth
shattering. | nean, it's what we all expected.

MS. BLAKE: No.

MR BAIRD: And we've all had the chance to
digest it as well when you sent the earlier reports out.
Ckay.

MS. BLAKE: Ckay.

MR BAIRD: The Chair will entertain a

notion to accept the financial statenent.
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MR GLEESON: | accept.
MR BAIRD: M. deeson. Second?
MR HOYLE: Second.
MR BAIRD. Everette.
Al in favor?

(Chorus of ayes.)

MR OJEH  Yes.

MR. BAIRD: Mdtion carried. Thank you very
much.

Let's nove right along. W should change
this neeting's nane to "Debra's neeting."

MS. BLAKE: No, thanks.

MR. BAIRD: Recovery fund di scussion.

MS. BLAKE: Recovery fund. Under your tab
begi nning on page 41. This is the chart as it was revised
at the Board's request back in January to show the credits
com ng in, what the begi nning bal ance was, the interest
earned. This is a new balance. The center section shows
any claimanounts out there and their status. There is a
$20, 000 cl ai m pendi ng that has been received by the
Department and has not yet been schedul ed for heari ng.

And so then to the far right, the balance is
brought forward fromthe first row, plus potential clains.
We don't know that it will be that anount or that it wll

even go to hearing. It is likely that it will, but it nmay
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not be that exact anmpbunt. But that would give a remaining
bal ance in the recovery fund of 101, 661.

MR BAIRD: Excellent.

MS. BLAKE: Then begi nning on page 2 -- and
this is a change again that was requested at the | ast
board nmeeting -- this is the Conplaints Verified
| nspection Summary. There is one open conmplaint. It is
I ndi cated here. The purchase agreenent anount is 110, 000.

The dealer's license is valid. W've had a coupl e of

rei nspections on this conplaint. It's been a bit | onger
t han nost conplaints go, and you will see the detail of
t hat conplaint on page 43. It was verified to the

manuf acturer, CVH  The deal er was Hancock Hones and the
Installer was Desert Valley. It is a possible Recovery
Fund claim Although the dealer's license is valid, but
dependi ng on the nonetary val ue, whether or not the dealer
makes good on it, it could go to the Recovery Fund. |
don't see that happening at this point. It's
substantially conplete and the deal er has been actively
I nvol ved as well, as has been the manufacturer in getting
this resol ved.

MR BAIRD: The two itens renaining are
exterior touchup paint and sone kind of a scrape inside
t he house.

MS. BLAKE: Correct.
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MR. BAIRD: Ckay. So that's certainly under
$10, 000.

MS. BLAKE: Fairly mnor.

MR BAIRD: W're good. kay. |Is there any
i nfformati on on the $20, 0007

MS. BLAKE: Good question. | will have to
verify that and get back to you

MR BAIRD: Ckay. | was wondering if
sonebody just estinmated this one claimthat is listed as
20, 000 max or sonething like that.

MS. BLAKE: No. W should have information
for it if we have it "in house.” |It's just not been
scheduled. Let ne follow up on that and I'Il send out an
e-mail to the board nenbers.

MR BAI RD: Ckay.

MS. BLAKE: Thank you.

MR CH CK: M. Chairnman?

MR BAIRD: Yes?

MR CH CK: Question. Debra, enlighten ne
agai n because | probably forgot. But on page 25, we have
a Recovery Fund of $270,000. That's education?

MS. BLAKE: That's educati on.

MR CHCK: W still have put a |lot of noney
in there --

MS. BLAKE: |I'msorry. | mssed the first
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part .

MR CHCK: | got it confused. The Recovery
Fund. But that educational fund is 270, 000.

MS. BLAKE: Yes.

MR CH CK: That was from sonebody's issue,
was it not? There was an infl ux.

MS. BLAKE: There was an influx. [If you
| ook on the far right there, in fiscal '11, you'll see
shaded in kind of an orange, we had a | arge deposit put in
for $324,000. That was discovered that interest earned on
t he cash bond fund is supposed to be transferred nonthly,
quarterly, regularly, into the Recovery Fund. And it was
di scovered that there was a | arge anobunt of interest in
t he cash bond fund that had never been transferred. And
so that was rectified back in fiscal '11, ,and that's why
that | arge deposit was nade.

MR CHCK: So it is just sitting there.
That's real noney?

MS. BLAKE: Well, it isn't sitting there.
What the statute says about -- you're tal king in general
about the education fund?

MR CHCK Well, I"'mtal king about this
$270, 000.

MS. BLAKE: Ckay. |It's nore of a paper

thing. So what the statute says is, 75 percent of the
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prior years' Recovery Fund interest is available for
educational fund use. | know OMHO has used it in the
past, WMHCA, a | ot of our stakehol ders have. It's not real
noney t hough. Because as you saw back on page 41, the

bal ance in the Recovery Fund is 101 -- 102, 000.

So even though on paper there is 270
avai |l abl e for educational purposes, it doesn't exist
because the Recovery Fund bal ance -- because of all that
fraud and abuse to the Recovery Fund a few years ago w ped
it out. The fund was a mllion dollars, and we had cl ai ns
of over $900,000 that wiped it out. So the noney is gone.
So the 270 that you see reflected there, is not avail abl e.
There is only 102,000 avail abl e, and the Board deci ded
probably a year ago that it would not all ow any educati on
or grants while the Recovery Fund remai ns so | ow because
it needs to be available for consuner conplaints, if there
are any that cone through.

Does that answer your question?

MR CHCK: No. |'meven nore confused.

MS. BLAKE: Well, | should have just been
qui et then.

MR BAIRD: Well --

MS. BLAKE: Could you clarify your question?

MR CH CK: The question is: |If that's not
real nmoney, if that's not 270,000, but 101, 000 or 100,
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whatever it is, then why are we -- why do we carry that
debt? It's m sl eading.

MS. BLAKE: Well, if you're recomrendi ng
that we adjust it in sone way, we can make it reflect
accuracy. W just do the mathenmatical cal culations. As
you |l ook in that chart down there, what was the education
fund bal ance clear back in '08, it was 75 percent of the
Recovery Fund interest that was brought in. It's just a
runni ng total.

MR CH CK: But we've used it.

MS. BLAKE: There have been two uses of it.
One in February -- well, two anounts in fiscal '08. There
were $13,000 in checks issued for grants. And in fiscal
'09, there was a $5,000 check issued. There have been no
grants issued fromit since then.

MR CHCK: But if we -- if we don't have
it, then how can we say we have it? It's $270,000 that we
don't have. W've got sone pot of 270,000 sitting here in
this interest.

MS. BLAKE: How would you like it reflected

differently?

MR CHCK: | don't know | don't even
know.

MS. BLAKE: | nean, | guess ny best answer
Is: |If there was noney in the Recovery Fund -- which
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there isn't because it was all paid out -- 270,000 of it
woul d be avail abl e for education grants.

So if you want this depicted in a different
way, |'m happy to do that.

MR CH CK: If it's not available, it
shoul dn't be there.

MS. BLAKE: It is not avail abl e.

MR CHCK: And if it's been used, it would
shoul d be sonewhere in there indicated what was used and
how much it was used and where it was used.

MS. BLAKE: But -- okay. Well --

MR BAIRD: Debra, let ne say --

MS. BLAKE: Go ahead.

MR. BAIRD: So, supposedly 75 percent of the
i nterest earned on the Recovery Fund anpbunts i s supposed
to go into the education or can go into the education
f und.

MS. BLAKE: Well, it's not a separate fund.
That's the point. 1It's the relocation fund. GCkay? As a
whol e.

MR CHI CK: Recovery.

MS. BLAKE: Recovery. Sorry. Art was
getting very nervous over there.

MR BAIRD: It's a recovery fund --

MS. BLAKE: Recovery fund.
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3

BAIRD: -- which we know is $110, 000.

o

BLAKE: Yes. That's what's avail abl e
t oday.

MR BAIRD: GCkay. And we earn noney on that
every nont h.

MS. BLAKE: Yes, we do.

MR. BAIRD: And 75 percent of those nonies
I S supposed to go here, in the education fund.
BLAKE: Yes.
HART: Wi ch has been suspended.
BAI RD: Wi ch we have no npbney.
BLAKE: Correct.

25230

BAIRD: Ckay. So | would think we woul d
want to do sone kind of an entry to wpe it out and show
much how nmuch is really there. | nean, if we get
hal f - percent a nonth, we've got, you know, hundreds of
dol l ars that could be shown there that we have, earnarked
for education. It's not very nuch, but whatever it is. |
nmean, if we wped it out, we should have w ped it out here
too, and wpe it out over here wwth real noney, and we
shoul d have wiped it out on paper. R ght? 1Isn't that
what you're sayi ng?

MR CHCK Yes. And I still have a
question as to the legislation. Interest goes into this

account.
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MS. BLAKE: Yes.

MR CH CK: Interest was put into this
account, 200-sone-odd thousand dol | ars.

MS. BLAKE: Well, renenber, it's not a
separ at e account, but yes.

MR CH CK: But then we used that for other
pur poses. To pay off clains.

MR BAIRD: It's alegislative or is it the
Board's discretion?

MS. BLAKE: No. It's legislative. Wll,
giving grants is at the Board's discretion.

MR BAIRD: Right.

MS. BLAKE: How the Recovery Fund wor ks
Is -- and it's one fund, it's not -- part of it's
education. |It's one fund, the Recovery Fund. And its
purpose that it was created for was to nmake consuners
whole, if they' re damaged in some way. GCkay? The
| egi sl ator also created a segnent of that that said -- and
agai n, you have to renmenber when the |egislative created
this, the fund was extrenely healthy. And they said, in
statute, 75 percent of the interest that goes into the
Recovery Fund may be used, and the Board may grant that,
for educational purposes. And | know where you're going
wth it. You feel |ike that noney has been taken away and

It's no longer available. But that was
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at -- the noney was taken away for the purpose of the
rel ocation -- the Recovery Fund -- |I'mgoing to nmake
nmyself a note -- the first and nmain purpose of the

Recovery Fund is to make consuners whole. That's its
Intent. Assuming, that's been taken care of and there's a
bal ance in it, that's that basis. Seventy-five percent of
all the past interest accunul ating could be avail abl e at
the Board's discretion for educational grants. But | --
it is msleading because there is not that nuch avail abl e
because the Recovery Fund doesn't have that much in it.

MR CHCK | really think that -- well, for
our purposes, even though we're not giving out grants,
that the true anmount that would be available if
educati onal purposes should be stated and not sonet hi ng
that is not not avail able or doesn't even exist. | would
ask that to be | ooked at.

MR BAIRD: | think it's a great idea.
Debra, | heard you say earlier that you could do pretty
nmuch what we wanted to do here. Because there is no noney
there. You're just reporting -- | nmean, why is it on
here? Maybe that's the real question.

MS. BLAKE: You know, | think it was added
to the financial reports probably back in '08. Because as
sone of the stakehol ders cane to the board neeting and

made a formal request for grants, the Board wanted to
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know, okay, how nuch noney is in there that we could give
for a grant if we decide, and vote to do so. And so we
started reporting that, and you see that in those years,
you know, the amounts, you know, the remaining anounts
were small, 1,000, 7,000. And then we got that huge
transfer of noney fromthe cash bond interest in fiscal
11 and then it just inflated that. And so, we can
reflect it in any way that you would like it refl ected.

MR CHCK: Well, I only want to see it for
what it really is.

MS. BLAKE: Ckay.

MR CHCK: It's not what | want. | recall
t hat conversation how that npney got there. | believe,
anyway. We didn't know what to do with it so we put it In
this particular fund. I think, you know, in general, |
think 1"mpretty close to that.

MS. BLAKE: You nean this 323, 0007?

MR CH CK: R ght. Yeah. W --

MS. BLAKE: No. We knew what to do with it.
The problemwas it was discovered that the transfers
weren't being nade as they were supposed to be nade.

MR CH CK: And -- but this anount of npney,
if it was interest earned --

MS. BLAKE: It is interest earned.

MR CH CK: Interest earned. And | do
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believe that -- you've said it -- that the interest earned
Is put into this fund --

MS. BLAKE: Correct.

MR CH CK: -- for educational purposes if
the Board grants it.

MS. BLAKE: Well, | would say it a different

way. The interest earned is put into Recovery Fund. The
Recovery Fund's purpose is to make consuners whol e.

MR CH CK | agree.

MS. BLAKE: Part of the statute says that 75
percent of the interest put into that fund can be nade
avai |l abl e for educational grants at the Board's
di scretion.

MR CH CK: Pretty good chunk of change if
we went that direction for availability of educati onal
funds where we have said, you know, in these past couple
of years we don't have the noney to grant -- to give
grants. Educational grants.

MR. BAIRD: Ckay. The bottomline is there
Is no noney. Al we have in that fund -- Debra is saying
the two of themare put together and they are kind of
reported differently, you know. This one -- it's just on
paper. It's not really there. W don't have $270, 000
period. W have 100-whatever. Part of that's supposed to

be earmarked for education, whatever interest is of that.
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So | would say we need to get -- forget about paper, and
get how much noney we have that we available for us to
deci de what to do wth.
MR CHICK 1'dlike to see the true nunber

of interest avail able.

MS. BLAKE: Well, that's provided for you on
your Recovery Fund report. W report to you every nonth
the anmount of interest that's earned. |'mon page 41.

MR BAIRD: So $424.

MS. BLAKE: Left-hand col umm.

MR CHCK: | see that.

MS. BLAKE: It's about $400 a nonth that
goes in there. And again --

MR CH CK: Wat is the total bal ance that
we' ve been accunul ating since '08?

MS. BLAKE: That's what you're | ooking at on
page 25.

MR CH CK: Ckay. Now, well, if that's
$270, 000 - -

MS. BLAKE: You are. |If there was a bal ance
in the Recovery Fund that exceeded $270, 000, you could
make an argunent to the Board that 270 is avail able for
educational grants and put in a request for that. But the
bal ance isn't there.

So I'mnot sure how you want to ne to show
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it on the reports differently.

MR BAIRD: Well, | would |ike to know how
much we have in there now. Real noney. |f we do, naybe
we don't, because it's just all in the one Recovery Fund.
That's if it's all in there, then it's included in this
121, 661.

MS. BLAKE: It is.

MR. BAIRD: You know, whatever percentage is
there. | nean, we were zero. |It's still easy to figure
out how nuch it is because we were zero. W were in the
hole. W didn't have noney to pay out, so that wll --
that date is there. It's on the record. So we know that.
So fromthat point forward, we know how nuch interest was
col l ected on those nonies. W had 10,000 one nonth, we
had 20, 000 the next. It's only the interest on that,
what ever they got, and that nuch noney is supposed to be
in there, mnus whatever already's been spent on
education. So | don't think it's that nuch noney. |
nmean, maybe we only have a few thousand dollars in there,
but I do think that we should report it separately than
havi ng our exact dollars, what we've got there, we need to
know t hat .

So | guess, can | just ask you to go ahead
and figure out nuch we got in there, how nuch we should

have earmar ked for education that we've coll ected i nterest
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on since this fund, which was zeroed out, is done --
brought forward. Then we should report that in the
Recovery Fund as so nuch of the $121,000 is earnmarked for
educati on.

MS. BLAKE: Ckay.

MR CHCK: | think that's -- we should know
that, yes, because | have a vested interest in that --

MR BAIRD: W all do.

MR CH CK: -- request an educational grant.
And if |I'm Il ooking at $270,000 and the Board says, no, we

don't have it, how can | say we don't have it if we -- how
can | |l ook at a nunber and say we don't have it when it's
t here?

MR, BAIRD: Yeah. | think the point Debra

made was that the funds were used to pay off clains
I nstead of educati on.

MS. BLAKE: Yeah. Wat you see on page 25
Is arolling total. But you're absolutely right. That
anount of nopney is not currently in the Recovery Fund.
And you know, with sone of the changes made, the Recovery
Fund is not going to recover as quickly as it m ght have
in the past. Because you recall, with new hone sal es, do
not pay into the Recovery Fund any |onger. They go
through a title conpany -- yes, sir?

MR. GLEESON. Maybe you can just change the
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colum that says "checks issued for grants,” put a sl ash,
and then put "clains.” And you can put -- zero it out and
start addi ng back in.

MS. BLAKE: Are you on page 41 or 257

MR GLEESON. Twenty-five.

MR. BAIRD: CGo ahead to any page. They are
all the sane.

MR GLEESON: Well, 25 is where Arthur's
questi on was.

MS. BLAKE: |I'msorry. Say that again?

MR CHCK If you look --

MR. GLEESON:. The colum that says "Checks

I ssued for grants,” you can put a slash and put "cl ains"
there and zero it out. And, you know, each year --
whenever it went to zero, then put back in when it started
buil ding i nterest --

MR BAIRD: Yeah. He's saying that check
I ssued for grants/clains, which would nean that we took
that -- whatever noney was there and you can zero it
out --

MR GLEESON: R ght there --

MR BAIRD: -- to satisfy the -- any of the
cl ai ns agai nst the Recovery Fund. But the purpose here is

we need to know, the board nenbers, how nuch nobney we have

there for education so we can grant it, if requested.
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Ri ght now we woul dn't have any i dea how nuch nobney is
really there, other than the fact we've only got 120 to
begin with, and that's growi ng sl owy.

MS. BLAKE: We'll cone up with sonething and
put it back to --

MR BAI RD: John?

MR DINGEMAN: | mght just add, maybe j ust
nove that columm over and add one so we can identify the
di fference between educati on and cl ai ns.

But | do have a question: |Is there a target
nunber that should be in the Recovery Fund per statute.

MR BAI RD: No.

MS. BLAKE: No. How d you like that short
and sinpl e?

MR DINGEMAN: That's all | needed to know.

MR BAIRD: W went for nmany, nany years a
little over a mllion dollars and then --

MR DINGEMAN:  So this nunber, based on
Debra's statenents that -- the way | see it or understand
it is, if the noney all of a sudden appeared tonorrow,
based on the anmount that's been paid in, we would then
have to say 270 is available for education, if all within
amllion dollars was in there tonorrow.

MS. BLAKE: Correct. Absolutely.

MR, BAI RD: Yeah.

Griffin & Associates Court Reporters
602.264.2230




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

Reporter's Transcript of Proceedings - May 1, 2013

33

MR DI NGEMAN:  Ckay.

MS. BLAKE: And just very quickly, for your
benefit, is that -- gosh, |I've forgotten the year now --
Ken can probably help nme. It mght have been 2010. There
was a couple of dealers, but primarily one, who took a | ot
of consuners' cash noney for their hones and took off,
never to be found again. And those -- | think there were
13 consuners affected. That total fraud, | guess, came up
to $900, 000. The Recovery Fund had over a mllion in it
at the tine. That's not what the Recovery Fund was
created to do. It was for, you know, | got the wong
refrigerator and ny dealer won't make it good and ||
repl ace that for a thousand dollars. And so the clains
wer e paid because that is what the fund is for, but it
w ped it out.

MR BAIRD: And we've since instituted a new
| egi sl ation that requires escrow for nost of these issues
whi ch woul d have sol ved that problem had they been under
that program Before, it was an internal departnenta
process that investigated and through a -- what did you
call that fund ? Wen people put noney down and you had
-- you still use it. |Instead of escrow, you had the --

MS. BLAKE: Trust account.

MR GLEESON: Trust accounts.

MR. BAIl RD: It was a trust account i ssue,
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and it wasn't good. But that's how we reacted, so it was
just for educational business.

So we're okay with you trying to do that for

us?

MS. BLAKE: We'll look into that.

MR BAIRD: |'ll be happy to work with you
on that.

MS. BLAKE: Ckay. Thank you.

MR BAIRD: You're welconme. Arthur is going
to be on vacation for five nonths, so I'll have to work
for him

Ckay. Anything else in Recovery Fund?

MR, CH CK: Thank you.

MR. BAIRD: You're wel cone. Recovery Fund?
Thank you.

We're in the best shape we've been in for
two years. So that's good. And clains are droppi ng and
| i censees are doing a nuch better job in getting things
resol ved before they go to that because they know what is
goi ng to happen. Ckay.

Let's tal k about fee structure, which is an

I nportant part of our neeting today. 1Isn't that right,
Debr a?

MS. BLAKE: Yes.

MR. BAIRD: This is our once a year neeting
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where we establish any changes to the fee structure that
the industry pays. | know you've been working on this for
a long tine, Debra.

M5. BLAKE: Yes.

Ayde, woul d you hand out those? Thank you.

l"msorry that we didn't get this
information to you sooner, but it's been quite an invol ved
process. For those of you who were on the board | ast
year, it will be information that is famliar to you
because it's in the sane format. We'll wait until Ayde
gets them out.

I'"mgoing to take you to page 2 of this
handout that says at the very bottomin red, "For
conpari son purposes |last years.” This is just a rem nder
under agenda item A of our FY13 recommendati ons, and that
was, as you see down in that area, we |ooked at primarily
three fees that we were able -- had informati on and were
able to do sone cost analysis on. And those are plan
review, installation inspections for nanufactured homes,
and installation inspections for FBBs.

And what we presented to the board | ast year
was that -- well, | see a typo there. That first columm
shoul d say "FY11l fees,"” not '12. You would just nake that
edit. FYl1ll fees, for those three categories, were as

refl ect ed. The FY12 fee, as reflected there, and what we
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propose to the Board was that the fee be increased for

t here consideration as indicated. Wat the Board voted to
do was to increase one fee, and that was the installation
i nspection fee, and they chose to increase it to $300

whi ch was about a 40 percent increase. So that was the
only fee increase that was entertained by the Board at its
| ast year neeting to look at it. So that's just a quick
summary of that.

So then I1'd like to go back to page 1 and
spend a little bit nore time. And these are the proposed
cost analysis and the proposed fees for your consideration
for the upcomng fiscal year, fiscal '14, which begins on
July 1st. The sanme categories are there and I'mgoing to
junp around a bit because you see under "insignias, new
| i censes, renewed |licenses,"” sone notes there about tine
tracking and different things, and | asked Mary Ann to
join us today to just give you a quick update on sone of
t he technol ogy sol utions that we have put in place to be
able to really capture tine and activities on all of these
different categories that you set fees on so that we can
accurately assess a fee.

So Mary Ann, would you?

MS. KNI GHT: W started | ooki ng at
technol ogy back in, | guess, 2011, in the fall of 2011.

And the first solution we | ooked at was fuel force nanager
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t hrough our account, wreless carrier, which was Veri zon
at the tine. W started using it and right off the bat we
found out that we wanted nore. |It's alnost |ike you give
a (inaudible) and to go with it. So we saw one thing and
we wanted nore. Verizon was not able to give that to us,
whi ch was the reporting process. W were able to track
wher e peopl e were going, but we weren't able to get viable
reports out of what we were getting.

Concurrently, we had a neeting with the
ot her side of the house fire marshal and the guy says,
"Cee, you know, it's okay -- wouldn't it be nice to
respond with a tablet.” A week |later we were -- had a
wal k-in from Sprint, which was gi ven a new state contract.
And to get our business, they offered us tablets for free.
All right. Ddn't cost us anything, the basic cost for
our phones. (Obviously, we made the nove over. They were
selling a conparabl e product to fuel force nanager. This
was through a different software conpany called Actsoft,
which is out of Florida. And what they were calling it
was Conet Tracker. Conet Tracker has a GPS , and it has
reporting -- they have GPS. They al so have the ability to
do fornms on the tablets so we'd be able to devel op the
forms. We devel oped forns (inaudible) and we started
using them and we were getting sone anonalies in the

recording of tine and distance. W were |losing tinme and
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travel in the state. As we all know, we are a state that
has a | ot of dead zones. (Cene spent a lot of tine
(inaudible) to try to get Excel spreadsheets to match with
what we were getting off the system

Most recently, as of three weeks ago, we
| ooked at anot her product as an add-on to Conet Tracker
because Conet Tracker does that -- one of the biggest
question is to form W now have it so inspectors can go
out in the field on both sides of the house and they have
the fornms on their tablets, okay, and | guess the
install ers have seen these and they go out, they | ook down
at their codes, and they check off as proof, and they can
sign it right out inthe field and e-mail it to whoever
they're doing the inspection for. So we don't want to go
away fromthat since we have all the forns devel oped
already. But we've gone to Actsoft and | ooking at an
add-on which is a GPS device including a hard wire to the
trucks and into cars, or whoever is using it. And that
way, they won't be going out. Tablets have a tendency to
go out when you're in a building, when you're under a
house, for exanple. O it's not -- sorry. It's not
tracking the di stance correctly because it's tracki ng when
you're wal king around. [It's distance. Wat we're really
| ooking for is distance fromthe office to the site or

fromtheir hones to the site, or wherever they're starting
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out from fromsite to site. W don't care the distance
they' re wal king around the | ot or what they're doing
under. W weren't able to get that kind of information
fromthe tablet. So that's why we're noving to this next
-- as we speak, this is being installed into the trucks.
So we're getting closer and cl oser to get good nunbers.
Al'l right.

MR BAIRD: Excellent.

MS. KNIGHT: And | have one I T guy, by the
way. He's the guy that has no hair, downstairs, Jim

MS. BLAKE: Thank you, Mary Ann. So that's
what we're doing as far as trying to get technology to
really give us the information we give -- we can give to
you. And so sone of those technol ogi es, which Mary Ann
just discussed, have been used in the installation
I nspection processes, and so -- as well as we've been
asking the OW staff to continue to use the systens we had
I n place before, which were "work arounds" basically,
where they track their information on Excel. So it's as
accurate as the individual tracking it, but it's not
100 percent, which is where we're trying to get with it.

So under "Plan Review' in the first section
here, the FY1l fee was $134 per plan submittal. The FY12
f ee was unchanged, as we just discussed. And therefore,

the current fee is remaining at 134 for fiscal '12, which
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iIs the last fiscal year that we have total information on.
The anmount of revenue collected for Plan Review was

102, 000. The actual cost of review ng those plans was
112, 000. You see the cost differential there, which would
mean about a 10 percent increase for full cost recovery.

Next one down is --

MR BAIRD: Wait a mnute. |'msorry.
You're saying it needs to go to 173. Wll, | take 10
percent of 134 at $13, and | get 147. | don't get 173.

MS. BLAKE: |'m not down there yet. D d you

want to nove down there?

MR BAIRD: No, no, no. OCh. I'msorry.

MS. BLAKE: |I'min the top.

MR BAIRD: Ckay. Gotcha. | didn't nean to
j unp ahead.

MS. BLAKE: That's okay. |If you want to
nove there, |'m happy to go there too.

MR BAIRD: Sorry.

MS. BLAKE: So the top part is just kind of
a sunmmary overview. Ckay.

I nstal l ati on i nspected for manufactured
hone. The FY11l fee was $120 per permt. And that, of
course, includes permt processing inspections. The FY12
fee was 123. The current fee that the Board approved | ast

year was 300. |If you continue to follow ne across, the
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revenue col |l ected was 83,000 for fiscal '12. The actual
cost of performng that was 371,000. And | can't even say
that big nunber on the end. W are so far away from
covering cost on that still. Again, not new information
for you who participated on the board | ast year.

Installation for FBBs, the fee has renai ned
unchanged t hrough the |ast three fiscal years at 412. The
revenue collected for fiscal '12 was 115,000. What it
actually cost to performthose functions was 162, 000, or
you see a $40, 000 deficit. Ckay.

So now |'mgoing to nove down to the | ower
section on that page. So again, Plan Review. FY12 fee,
134. FY13 fee, which is the fiscal year we're in right
now, 134. The actual cost from above, 102,000. The
nunber of plans that we processed for that fiscal year was
648. And what we are proposing, the 173, would be ful
recovery cost based on the actual cost above.

The cal cul ation, Sam is the actual cost
above.

MR. BAIRD: So you took 102,000 and divi ded
it by 648.

MS. BLAKE: You got it. And that's what it
cost us to performthat function, 173.

Same thing with the next one below. [|'m not

going to go through each of them but that's the
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cal cul ation. Actual cost from above, actual volune
processed, and just the mathematical cal culation. Wat it
cost the departnment to provide that service.

So now |'"'mgoing to flip you to the sane
information, and simlar information is going to be on the
next page. And these are our recomendati ons for your
consideration, while -- | guess recommendation 1 is on the
first page, and that is to achieve immediately full cost
recovery by increasing the fees to those nunbers, 173,

587, and 590. Through the Sunset audit, which you've all
been with us through that process. Wat was recommended
Is that we can increase fees gradually, but the goal nust
be to achieve full cost recoveru. So for your

consi deration, again those sane fees. Again, what the fee
was | ast year, what the fee is currently. The first,
shaded in blue on Plan Review, tells you that we -- the
remai ni ng noney necessary, per subnmittal, is $39. [If we
I ncrease that fee by 29 percent, and |' mroundi ng here,
that will get us to $173 if you want to do all of it in
one year. And then for fiscal '15, there would be no

I ncr ease.

I nstallation inspection for manufactured
homes. Again, we reviewed the fees. They're currently at
300. The anmpbunt necessary to achieve full cost recovery

per permt and inspections is 287.49. |If we increase the
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current fee by 40 percent, that gets us to $420 per
permt. That would leave us with 114,00 -- $114 still to
recover in fiscal '14, or about another 40 percent
i ncrease to get us to the 587 full recovery cost.
And last is the installation inspections
for -- these are primary conmmerci al nodul ar FBB bui | di ngs.

Currently, the fee has remai ned unchanged at 412 per
permt, and that's an average because permts for factory
built buildings are cal cul ated on di nensi ons, and so
that's just the average. The anobunt necessary to achieve
full recovery is $178. |If you decide to raise it,

20 percent, would get us to 494. That would | eave a
remai ni ng bal ance for fiscal '15 and anot her 20 percent

i ncrease to get us to $590.

That's a lot of information in a short
period of tinme, but are there questions about that?
Di scussi on?

MR GLEESON:. | think the permt fees are
getting too high

MR BAIRD: |I'msorry? You think --

MR GLEESON: | think the permt -- well, in
addition to these pernmt fees we al so have to pay zoning
fees from whatever jurisdiction, be it Mesa, Maricopa
County, Cty of Phoeni x, whatever, and | think the fees

are getting too high. They're already getting conplaints
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MR BAI RD: M. Hart?

MR HART: Do these nunbers include the re-
MR GLEESON: No.

MR. BAIRD: They include free inspections --
MS. BLAKE: You get free inspections wth

If you -- if four or nore are required, then

you're invoiced for re-inspections after three.

MR

HART: The dollars that you're dealing

with, do they include the fees fromthose re-inspections?

MR
MR
MR

the of fset of the

revenue.

rei nspection fees.

get three inspecti

I nspecti ons,

pl us m | eage,

VS.

MR.

MR.

GLEESON: No.
HART: I n other words --

BAI RD: Your expenses, do they include

BLAKE: Yes. It's included in the

HART: So this is above and beyond any

GLEESON:  When you buy the permt, you

ons. Anything over the three

t hey charge you tine and nm | eage.
MS. BLAKE: Well, yes.
MR, GLEESON. Twenty-two doll ars an hour
ri ght?
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MS. BLAKE: Uh-huh. Joe, if you go back to
the first page where you see the actual revenue coll ected
in the very top chart up there, that revenue collected
i ncludes all the fees associated with that.

MR HART: Ckay.

MS. BLAKE: Does that hel p?

MR HART: Yes.

MR GLEESON: But the new fee increase does
not i nclude anything over three inspections, does it?

MS. BLAKE: Well, that's up to your
di scussion. But currently, it includes three inspections,
peri od.

MR HOYLE: It's based on the revenue of any
I nspections that woul d have been in the coll ected
revenues. But when it's transferred over, it's just
i nclusive of the three inspections, not any proceeds seen
out -- or revenues collected on that. So this would
actually be increased with additional inspections.

MS. BLAKE: Correct. So if the Board
decides to include whatever nunber of inspections it
t akes, so you get as nmny inspections as you need per
permt, then yes, the other side of that is costs are
going to go up

MR HOYLE: Right.

MS. BLAKE: And revenue is going to cone
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down. So that can be addressed next year, if that's the
route you want to take.

MR BAIRD: Ckay. The information here is
fromfiscal 2012.

MS. BLAKE: Correct.

MR BAIRD: W don't have fiscal '13
year-to-date data or anything like that, that we don't
have the first six nonths, July through Decenber or
anyt hing, to do this.

MS. BLAKE: Well, the only thing we have on
that, Chairman, is on page 44 that | started providing to
you in your packets regularly, that shows you the revenue
conparison, last fiscal to current fiscal through
February. And so we are seeing revenue conmng in at about
a 21 percent increase over the prior year. Now, part of
that is because our fees increased. The other part of
that is they started to show some growh in the industry.
So, nore activity. But renenber, you went froma $123 fee
per permt to 300. And so you would expect to see sone
growh there, and so that's that. And if you | ook at
t hose other charts on page 44, the actual installation
permt volune year-to-date for fiscal '13 does show a 6
percent increase. And then plan review volune al so shows
an 11 percent increase.

MR BAIRD: So the individual permts are
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I ncreasing at 5 percent, but our incone is increasing at
20 percent.

MS. BLAKE: Unh- huh.

MR BAIRD: Wich is reflective of our
i ncreases from | ast year

MS. BLAKE: Correct. Except for the plan
review i s the biggest increase and we didn't increase | ast
year, that fee.

MR BAIRD: Right. So I'mthinking out |oud
here. These actual costs, the differential -- | nean, the
revenue col |l ected should be -- if the remai nder of the
year from March through June remai ns the sane percentages,
then we're going to get another 20 percent off the revenue
collected in '13 as conpared to '12.

MS. BLAKE: Unh- huh.

MR BAIRD: So that neans like, in the first
revenue collected in the plan review, instead of 121 we've
got a 20 percent -- well, no. Wit. I'msorry. W're
only tal king about -- this fee conparison, is that for
installation or is that all three?

MS. BLAKE: No. It's the total revenue.

MR BAIRD: It's total.

MS. BLAKE: Unh- huh.

MR. BAIRD: Wiich is about -- so it's going

to be 20 percent. So each of these nunbers that are in
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red here, losing 10,000, losing 287, |osing 47, probably
be mtigated by up to 20 percent. The volune is about the
sane. Only 5 percent up, but the incone is there. So,

t he cost revenue differential --

MS. BLAKE: You may consider it a wash
because we know the revenue or the increase has gone up
11 percent, and what we see here is 10 percent. So it may
cone out in the wash. Installation inspections for
manuf act ured hones, that can't possibly cone out in the
wash.

So those are recommendati ons for those three
fees for your consideration and Board vote at this
nmeet i ng.

MR BAIRD: Ckay. | can assune -- your
recommendati ons are for these three and these three only,
and that you've recommended that all other fees remain the
sanme?

MS. BLAKE: There will be one new fee
di scussed after this, which wll be a new fee, expedited
plan review. But yes, these are the three fees that we've
done the cost analysis on that we can bring to you
recommendati ons for fee adjustnents.

MR BAIRD: The only other thing that |
think we need to consider is the Sunset review. During

t he Sunset review, we were told that we needed to get
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oursel ves between a 95 and 105 range; is that right?

MS. BLAKE: Well, | think the Sunset review
made nention of that because under the Board's statutory
requirenents, it's the set fees so that revenues and
expendi tures, the proration for that is between 95 and
105. Now -- and Mary may be able to help -- or Gene with
this -- so that's currently what's set in statute. What
canme out as a result of the Sunset audit was a
direction -- directive that all tasks perforned, services
provi ded by the Departnment, nust each individually achieve
full cost recovery. So they didn't lunp it all together
| i ke the statute says. They say, "Plan review has to be
sel f-supporting.”™ So, full cost recovery. Installation
I nspections. | suppose one could lunp the different
products together, manufactured housi ng and FBBs, but we
separate them But that's been the direction we've been
given, to ny understanding, fromthe Sunset audit.

CGene, is that correct?

MR. PALMA: Yes. They basically brought in
the definition that exists -- that was being interpreted
by the Departnent prior to the audit. They brought in to
include all administrative activities that support QVH,

I nspections and plan review, and conpliance, which was a
heal t hy sum

Wher eas before, you could go back three
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years ago and you can see expenditures were about 370, 380
for the year. Now you're |ooking at al nost doubl e that
figure, sinply because we've brought in our definition of
"expenditure." And that's sinply because of the GAO
office. That's agency-wide, is a fee -- a cost recovery
in terms of the agency fees. So we've done this on the
other side too. In terns of the fire marshal, we
I ncreased fees last year. But at the sane tine as
I ncreasing fees, we've al so streanli ned our operations.
We' ve defined on our task to know what each activity costs
and then we're able to tie the fee to the particul ar
activity. So we're not here to nake a profit. W're here
to have a hundred percent cost recovery.

So what | would venture to say is presently
t he revenues are increasing, but at the sane tine as
activity increases, as you all know, your cost wll
i ncrease. And what we're trying to position the
Departnment in is to have enough resources, trained
resources, already in place so when activity levels get to
t he poi nt where, you know -- and who knows -- we don't
anticipate themgetting back to 2008 | evels, but there is
going to be a healthy |level here that we're seeing an
upward trend, that the Departnment is in a position to
mai ntain the service levels and, in fact, inprove on them

And al so, with the technol ogy inplenentation that Mary
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addressed, we're actually perform ng nore inspections wth
| ess inspectors in a faster period of tine. And the
record keeping is nmuch better. So, we've cone a | ong way
just in the three, four years since we started on the
project. But again, it's up to the Board, and |
under st and your position. You want to see val ue for your
dollar, and that's what we're here to provide. W!'re
happy to provide the docunentation, any questions, and you
know, we want to nake sure we provide the service |evel
that you're confortable with. But at the sane tine, you
know, you're in a business, you have to be profitable.
Let us know where we need to inprove or where we're --
what your concerns are.

MR BAI RD: Ckay.

MS. BLAKE: Thank you, CGene. And the other

thing is -- oh, I"msorry.
MR BAIRD: Joe has a point, | believe.
MR HART: Can we have a scale? Can we
change it -- this is per building. R ght? Correct?
MS. BLAKE: Unh- huh.
MR BAIRD: Per square foot, per story.
MS. BLAKE: Correct.
MR HOYLE: Per |lineal foot.
MR. BAIRD: Per |lineal foot, per story.
Uh- huh
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HOYLE: It's an average --

BAIRD: Versus the -- oh, no. |It's --
BLAKE: Every unit.

GLEESON: It says "per unit."

BAIRD: | don't know.

2235 33

HART: What about doing it per floor or
sonet hing per floor? Raytheon puts in 20,000 square feet
and they can afford a little nore, that bunp.

MR BAIRD: W can do whatever we want, but
| don't know, we have to deci de today.

MS. BLAKE: M. Chairman, | al so just want
to bring to your attention we have sone nenbers of the
public who represent the commercial side as well, who may
have some input and are prinmarily here today to tal k about
t he expedited plan review, if you' d like to seek
I nf or mati on.

MR BAIRD: Sure.

MR, HART: Can we talk to your inspector
that's here?

MS. BLAKE: |Is ny plant manager back there?
Certainly, he's part of the staff and you can ask hima
questi on.

MR HART: Cbviously, if you go out to a
site it's a certain cost to get there, no matter what the

site is.

Griffin & Associates Court Reporters
602.264.2230




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

Reporter's Transcript of Proceedings - May 1, 2013

53

MS. BLAKE: Travel tine, right.

MR HART: Intel, Raytheon. Not that |I'm
pi cki ng on anybody that's big. Your tine of inspection,
there has to be a lot nore. | don't even know if that
| i neal footage of security would cover. You're inspecting
27 panel boxes. You're inspecting 27 sets of pads and
piers, and you're getting paid 12 lineal foot of install,
to where a guy whose famly, they can afford a single-w de
manuf actured hone. And then there is a person that coul d
afford a three-plex. Maybe that person that can afford
that three-plex, their fees should be a little higher and
you keep the famly that can only afford a single-w de
right where they're at. |Is that too conplicated? It is
conpl i cat ed.

MR GLEESON. Sounds good to ne.

MR BAIRD: It would take a | ot of study to
cone up to the actual cost versus that. W don't -- |
don't think we have tinme to consider that today, Joe.
nmean, but for next year, absolutely we should entertain
that. W should do it. Today we have to nmake a deci sion.
We have to raise rates or not raise rates and deci de how
much if we raise themor |lower them if we want to. M
question is -- I'ma board nenber. 1'msitting here and
I"mrequired by the legislation and the directives to stay

bet ween the 95 and the 105. Ckay? And then we have the
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Sunset thing which seens to be doing sonething el se.
don't -- which one do we follow? Mary?

MS. BLAKE: Yes, Mary?

MS. WLLIAVS: Well, | think the auditors
just interpreted the statute different. Right?

MR PALMA: It just depends on 95 percent of

what .

MS. WLLIAMS: Yeah.

MR PALMA:  And what they've done is brought
in that definition. So the 95 is sinply a nunber. It's

just what is it for? 95 percent of what? Whereas before,
three or four years ago, it was a snmall pie. Now, it's a
bi gger pie. So either we cover nore of the cost or we're
falling short. It won't be 95. It will be -- | don't
know, a raw nunber, 80 or sonething, dependi ng on

obvi ously what that final pie nunber is. But that's what
t he auditor general has basically declared. That we need
to broaden that definition because we are not adequately
covering costs as of 2009.

MR BAI RD: Unh- huh.

MS. BLAKE: If I may, we tal ked about before
that in the way the departnment head interpreted that
statute, the 95 to 105, was based on, as Cene said, the
whol e pot of revenue comng in. Because we already know

that -- well, we think we know -- that the licensing rates
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we charge, nore than cover the cost of perform ng that
service. Every other fee was pretty deficient and so it
wasn't equal. And so what the auditor said is, well, yeah
you got to get to 95 to 105, or basically full recovery,
but you need to do it per fee, per task. You can't nake a
big profit on sone and pick up the slack for installation
I nspections and permt. That's not what that neant. So
they redefined that and so that's where we've tried to
take it.

MR BAIRD: So they redefined it, asked us

to clean it up and give us a few years to do it.

MS. BLAKE: Correct.

MR BAIRD: |Is that fair?

MS. BLAKE: Well said.

MR BAI RD: Ckay.

MR MORTON: May | offer a public comment?

MR BAIRD: Yes.

MR MORTON: Let ne introduce nyself first.
My name a M ke Morton. I'mwith Accelerated Construction
Technol ogies. 1've been a |licensed FBB deal er since 1984,
al nost 30 years. |'ve been a licensed manufacturer since

1980, al so for FBB.
And when | | ook at your discussion here for
plan review, the inpact to ne is going to be a $39

I ncrease, and the inpact for ny installation is going to
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be 178, so a total of $278, which is a spit in a bucket.
My typical client pays anywhere from 25 to $125,000 in
zoni ng, inpact fees, permt fees. And for ne to tell ny
owner, "Gosh, |I've got to pay another 200 bucks," | nean,
that's ridiculous. |It's just not going to -- it's just
going to get lost. So, in ny business, it's
I nsignificant.

MR BAIRD: Interesting. Coment, Joe?

MR HART: No. Get it done quick?

MR BAIRD: Any other comments fromthe
publ i c?

MR. ANDERSON: M. Chairman, ny nanme is Ken
Ander son, and | represent Manufactured Housing I ndustry in
Arizona. This is rather difficult for us to accept. CQur
| ssues, as John probably knows, are appraisals. I1t's not
t hat we don't have buyers that we can get approved, but we
can't get appraisals. W have a nmjor issue right now
wth ADOT requiring an extra escort car for half of our
| oads. That's going to raise our price about two to three
hundred dollars. You know, a 40 percent possible increase
i n inspection fees is going to hurt us dramatically
because we can't get the appraisals. And John would be
the first to tell you that he's not going to add $200 or
$300 for pernit fees because it just doesn't exist. So

our problemis really the appraisal end of it. W grew
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only 5 percent |ast year. Safeco was growi ng at a nuch
bi gger rate, but the appraisals are holding us back much
nmore than ot her industries.

MR BAIRD: Ckay. Anyone el se?

So we | ower manufactured and we rai se FBBs?
Is that what | just heard? That's a joke.

MR. FREDERI CK: | have a question for you.
|'"'m Tom Frederick. [|'ve had a |license since 1975. |'ve
had a manufacturing conpany. The plan review that you're
doing for, like, Mke and everybody else in here, for
custom bui |l di ngs and stuff |ike that, | understand you've
got to do plan review. But you ve got Mbile Mni, you
got PackMan, you got your Md Space, all these other
peopl e that have already paid you for that plan review
Wiy are we having to cone back in here, pay you for a plan
review again for a stock unit you've already made noney
on, and wait two or three weeks to get a permt? 1In
Nevada, | can go in there, their plan reviews -- | can
have a permit the next day for a six-plex, whatever.

You' ve got engineering that goes wth those buil di ngs.
Sane with M ke, he has engineers he brings in and says,
"This is the way this building needs to be set.” You
should be able to give that to the | ady at the desk. She
shoul d take your noney. She should give you a permt to

go back out. You're costing this industry lots of noney.
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Lots of noney. | nean, we got people sitting three to six
weeks trying to get into a doubl e-wi de. You should have a
dry fee and a wet fee. |If you get -- hook up the water
and the sewer, you have a wet fee. |If you get nothing,
it's a dry fee. But you're costing this industry noney.

MR. BAIRD: Ckay. That's probably a
different topic.

MR. FREDERI CK: No.

MR BAIRD: W' re asking about fees.

MR FREDERI CK: Right. And you're asking us
to keep paying nore noney in these fees. Plan review
should -- you're asking this stuff to go through a pl an
review again for three weeks or two weeks, and then you
get that, and then you gotta send it over to anot her
departnment. You're still asking for the sane noney, is
what |' m sayi ng.

MR BAIRD: Ckay. | don't understand what's
requi red here --

MR. FREDERI CK: Do you understand, Terry?

MR, GLEESON. Yeah. You're taking an
engi neer's stanped plan that they're going to --

MR FREDERI CK: Absol utely.

MR GLEESON: And they're turning it into
the state so they can stanp it --

MR. FREDERI CK: (| naudi bl e.)
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MR, GLEESON:. (Il naudible.) W had that
problemwi th our -- when we're in a flood zone.

MR FREDERI CK: Absol utely.

MR GLEESON: | don't understand why it

t akes so | ong.

3

FREDERI CK:  Yeabh.

3

HART: M ght be probl em sol ved when we
go into --

MR FREDERI CK: Can you tell nme why --

MR BAI RD: Excuse ne. GCkay. W have to
tell sonebody to stop talking. So go ahead, Joe.

MR HART: That problemwote -- m ght just
take it away, disappear when we tal ked about the review

MS. BLAKE: Uh-huh. W haven't quite got to
that yet. This is about the fees, what it costs us to
provi de the service, and whether or not the Board is
entertai ning any i ncrease.

MR. BAIRD: The process of what has to be
done and howit's to be done, | think it may be valid to
tal k about, but we've got to get the structure down first.

MS. BLAKE: And nost of that process, M.
Chai rman and board nmenbers, is defined in rural.

MR BAIRD: R ght.

MS. BLAKE: Wiat the Departnent enforces is

statute and rural. So nmany of you heard ne say nany tines

Griffin & Associates Court Reporters
602.264.2230




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

Reporter's Transcript of Proceedings - May 1, 2013

60

before, if you don't |like what it says, then it either
needs to go through the | egislature and gets changed, or
as | nmentioned earlier, we're all putting rural packets
t oget her to address sone things which the Board w ||
review, when we can nove it forward through that process.
And so there is opportunity to do that in the future and
address sone of those things.

MR BAIRD: Ckay. | have a question. W
have -- this is page 2?

MS. BLAKE: Yes.

MR BAIRD: Bottom section. W have a bl ue,
a pink, and a yellow. \Wat are they?

MS. BLAKE: Just to show you the different
fiscal fees to separate them The Blue was fiscal '13,
| ast year. The pink was fiscal '14, to show how the
graduated fee increase would get to full cost recovery by
the yellow, which is fiscal '15.

MR. BAIRD: So, the proposed -- let's just
take the WMH, the one in the mddle. W were 123 in '12.
Then we increased it for '13 to 300.

MS. BLAKE: Correct.

MR BAIRD: And then if we take your
proposal here, we'll go to 431, which is a 40 percent
I ncrease, and then in '15 we'll catch up by doing --

MS. BLAKE: Wll, that's what we reconmmended
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to you last year. |If you look in the yellow, if you're

| ooking at "installation inspection,” |ast year our cost
anal ysis showed us that the full cost recovery was 562. 46.
If you | ook up above, there have been sone changes to
that, as Gene indicated. W had to pull in adm nistrative
cost, conpliance cost, and the full cost recovery for that
sane, currently, is 587.

So, the bottom chart was what we presented
| ast year, just as a reference point. What you need to
focus on is the chart above that, which are -- where we
need to go in fiscal '14 and '15 to get full cost
recovery, if that's the direction you give us.

MR. BAIRD: How nany years do we think we
have before we have to go to full recovery of our cost?

MS. BLAKE: | don't recall that we were
given a particular tinme. | nean, sonething reasonabl e.
There was no nunber thrown out, "you nmust do it in three
years, is five years reasonable?” | don't know the answer
to that.

MR BAIRD: | think we tal ked | ast year on
the five-year range is what we were tal king about. Three-
to five-year range.

MS. BLAKE: W did three | ast year

MR CHCK: M. Chairman?

MR BAI RD: M. Chick?
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MR CH CK: W're tal king about a rate based
on fiscal year '12, expenses and vol une.

MS. BLAKE: Correct.

MR CHCK: W've fixed the volune. |If
vol ume goes up, then a certain part of these rates that
are variabl e are out-of-pocket, and a certain part that is
fixed. For exanple, rent. |If |I look at the nunbers
t hrough fiscal year '13 right now, or '12, we're al nost at
t he sanme volune as we were here. So we have these
addi ti onal volunes com ng in which should reduce the cost
per visit --

MS. BLAKE: Excuse ne. Wen you say
"volune," you're tal king about the nunber of permts?

MR CHCK: Wll, I'"mlooking at what you
call "actual volune."

MS. BLAKE: So you're on the first page of

t hat .

MR CHCK: If you took 371,000 --

MS. BLAKE: Ckay.

MR CH CK: And divided it by 632 vol une.

MS. BLAKE: Correct.

MR CH CK: Ckay. | don't know what that
means, but | presunme it's visits or plans or whatever it
is.

MS. BLAKE: It is. It is. But mnmy question

Griffin & Associates Court Reporters
602.264.2230




© o0 ~N o o b~ w Nk

N N N N N o o e
oa A~ W N P O © 00 N oo 0o~ O w N -+ O

Reporter's Transcript of Proceedings - May 1, 2013

63

to you, sir, isit's not a fixed nunber that changes year
to year.

MR CH CK: Right.

MS. BLAKE: Based on what's going on in the
I ndustry.

MR CH CK: But we've got a trend now, an
upward trend.

MS. BLAKE: W have a trend of -- an
i ncrease of 5.6 percent.

MR BAIRD: Page 447

MS. BLAKE: Page 44. Permt vol une.

MR CH CK: W have 604 permts to date, and
we' ve got one, two, three, four nonths |left.

MS. BLAKE: Unh- huh.

MR CHICK: And so if we're |looking at a
vol une of 632 and we're only 28 shy of it right now,
that's going to drive the cost or should drive the cost
per visit down, cost per volume down, because |ike any
other total dollars allocated, you have fixed and
vari abl e.

So are we over estimating our need? W also
have indicated -- M. Palnma indicated that our revenues
are up and our expenses are down. That's a trend, that's
a wonderful trend, and | congratulate you. |If that

continues, then we can anticipate | ess cost which affects
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the rate. So are we trying to take too big of a bite of
the apple -- and |I' munderstandi ng our responsibilities to
the legislature -- but I think we have to give that sone
consi deration before we --

MR BAIRD: Yeah.

MR CHCK: | don't know how to say it, but
if I were doing the -- analyzing it, it would be what

portion of this is fixed and what portion is variable and

| would attack the variable on the -- as the rate
I ncr ease.

MR BAIRD: | think those are all valid
points. | don't think the Departnment is asking us to go
for this whole increase this year. | just think we have

to decide as a board how nmuch of a bite we want to take
out of this, the total apple.

MR CH CK: But this passes on to the
consuner .

MR. BAIRD: Absolutely. Directly.

MR CH CK: And we've heard fromthe public

t he concerns, and those are legitimate concerns. And |I'm

not in the industry, I'mthe consuner. And if they are
concerned, they're concerned for ny benefit. |I'm
concer ned.

MR BAIRD: Valid.

Terry?
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MR GLEESON. | agree. | think it's too
nuch noney.

MR BAIRD: The 40 percent would be too nuch
noney or what we're paying right nowis too nmuch noney?

MR GLEESON: R ght. The one you're paying
for zoning fees, and then you pay for the state fees, and
t hen you're 700, $800 -- or sonetines in Maricopa County
you're close to 2000.

MR BAIRD: GCkay. Then | guess the issue
goes down to, given our responsibilities to the
| egi sl ature, we have to make -- you know, we have to
bal ance those two.

MR. GLEESON: Right.

MR BAIRD: As |I'mseeing it. That's
unfortunate. That's what we have to do. So |ast year we
took a pretty -- the biggest bite we've ever taken out of
the installation fees for MHs. W left pretty nuch
everything el se alone. A few changes, but nothing el se,
and we're still in the hole. But you know, how much in
the hole are we, | don't know.

Unfortunately, we didn't have any tine to
really study and decide it, up on this, but we're charged
now by having to do it. Like, if M. Haney was here, he
woul d say, "This is the way it's been forever."” That we

just all of sudden, here we are sitting, |ooking at each
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ot her deci ding how much to do it based upon -- trying to
make a deci sion based on not as nuch data as we would |ike
to see.

MR PALMA:  Well, what kind of data did you
want to see?

MR BAIRD: Well, | would like to see where
we were after the first six nonths.

MR PALMA:  You want to see --

MR BAIRD: That would be accurate.

MR GLEESON:. Looking on 25, does it say
where we're at?

MR, PALMA: So six nmonths of '13 would tip
t he scal e.

MR BAIRD: Well, that would bal ance that
with '12. Then we could have seen that and we coul d have
checked the trend. W could have been able to project
f or war d.

MR. PALMA: The thing is, you can call a
special -- what is that --

MS. BLAKE: Special session.

MR PALMA: A special neeting.

MR GLEESON:. That woul d probably be better
and we could see year-to-date.

MR BAIRD: But Arthur can't be here.

MR CH CK: | can be on the phone.
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MR BAI RD: (Good.

MR PALMA: O |ike you say, you can, you
know, obviously you don't swall ow a whol e whal e or you can
do half -- 1 just wanted to -- you know, whatever it
t akes, we want to neke sure we're providing it. And to
Arthur's point, | mean, our fleet costs increased because
of the price of gas. W went al nbst 35 percent greater
this year than | ast year. Labor costs were lower this
year because we didn't fill tw vacancies. So -- | nean,
| understand the whole fixed and vari abl e, you know,
anal ysis, but at the sane tine, you' ve got to | ook at the
whol e perspective. | nean, when we raised the FBB | ast
year, | think -- who was it that was charging -- they were
al ready chargi ng 300.

MS. BLAKE: Mbst of the | GAs --

MR BAI RD: | GAs.

MR PALMA: |1 GAs, right. You know, if we
conpare our fees with counties or cities, it's a joke. On
the fire marshal side, sane thing. W doubled our fees
and we're still under city and county, and we're not --
and we're trying to give you the value. And if it's the
value thing, let us know. W, you know -- we're trying to
fill vacancies for response to inspections. W're trying
to turn around time for plan reviews. W're going to talk

about the expedite fee today. | guess | got a little
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| npati ent because | want to -- |I'mgiving you the

I nformation, but sonehow I'mlistening and thinking you're
not quite sold on it -- or what questions do you have?
Because |'m here, Debra's here, she's worked on it, and we
apol ogi ze for not giving you tine to look at it, and
that's why | suggested a special neeting. But if there is
nore information, if we have it, we'll give it to you.
We're just anxious to know where we can correct, what kind
of , you know, inprovenents we can nake. W want the
confidence fromthe industry. And if we don't have it for
a particular reason, let us know W'Il work on that.

MS. BLAKE: M. Chairman --

MR GLEESON. Well, you know, let's take the
city of Mesa, for instance. Wen we purchased the permt
fromthe City of Mesa before you took it over, it was
$338. That was the total permt fee because they just
covered that small area. | understand you're driving from
Phoeni x to Mesa or Phoeni x to Tonopah and it costs you
extra noney to do that. But in ny mnd, | would rather
see the City of Mesa take it over and then you guys just
do the audits, you know. Educate the inspectors.

MR PALMA: W had an issue there because
we're responsible for holding the statue. The state is
| iable. And when an I GA partner is put in the state in a

precarious position, that's our first priority.
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MR, GLEESON. Right.

MR. PALMA: So |'m not saying that
particul ar case involved that, but in many cases we have
term nated an | GA because the priority and interest of the
state cones first. And unfortunately, sone of these | GA
partners don't have the resources to foll ow through on
I nspections or any other services.

MR. GLEESON. They've got quite a few
i nspectors. But now we have a zoning i nspection and then
we have a state inspection, and then once we get a state
fund we have to call for a zoning -- it used to be two or
three inspections, and nowit's five or six inspections

fromtwo different, you know --

MR, PALMA: | can't do anything about, you
know, city -- a local jurisdiction, |aws, statutes,
ordi nances. | nean, these |laws that we are dealing with
are -- you know, they were all inplenented before we were

all here. So we're just trying to make best of what the
situation presents now And | stated before, you run a
busi ness, you have to do what's best for your business.
|"mjust hoping that if there is sonething that we can do,
it's best to | et us know and we can sonehow nmake your
bottomline nore profitable, we will do it because that's
what the office does, as a state agency i s supposed to do,

to facilitate commerce and protect the consuner. W
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bal ance those two interests. And unfortunately, it takes
noney and we're at the point where, okay, you know, to
survivor as an agency we have to justify to the

| egi sl ature that our services are being conpensated for by
t he industry or by the taxpayer.

MR. BAIRD: There are several issues going
on, you know. One is just the cost of doing business, you
know, versus, you know, the cost of recovering fees and
expenses to do sone of those things. It's -- and | don't
know how you solve all of those in one issue, and that's
really not our nandate today. OQur nandate today is to
decide if we want to raise fees or not and how nuch. As
to the validity of the information you've provided, |
believe it. | nean, there it is. And if we have to -- we
are required to go toward that goal of getting the noney.
So -- you know, | don't know how you keep payi ng $300 when
it costs you 578.

Yes, John?

MR. DI NGEMAN:  For the sake of the argunent,
just doing the nmath. At a 5 percent -- a 5.6 percent
I ncrease, you have a total permts of 906 from |l ast year
That would increase you to 956 . Right?

MR BAIRD: R ght.

MR DINGEMAN: It | ooks |ike the bal ance of
that 906 is based on a 70/30 split going back to the
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bott om of page 232 versus 275. That wll bring you 669
and 287, and your difference would be a 32. So instead of
587, 555. And instead of 589, 565, 32 and a $24 drop. |If
you just take that -- and |I'm just saying, giving sone
sinpl e nunbers -- | know they're small -- but if you take
that on the top of page 1 in the blue, the 287, |less the
32, it's 388 instead of 420. Under FBBs, instead of 177,
|l ess 24. Instead of 494, you're at 470. So if you just
assune that your volune is increasing, let's just assune
that it's going to stay that way for this year, and you
wanted to mtigate sone of the increases |ooking towards
next year. Wll, $56 less in fees, you could consider.
Not sone sinple nath.

MR BAIRD: W can.

MR HOYLE: M. Chairnman?

MR BAIRD:. Yes, M. Hoyle?

MR HOYLE: The Sunset ruling confirmng
that finish line, in ny opinion, would be sonewhat
critical to find out when we have to abide by the deadline
because it nmay allow us the ability to spread these
i ncreases, whatever size they are, for another year as
opposed to try and cover themall by the 15th budget. So
is there any way we can confirmwith that, when this
trigger has to be pulled wth thenf

MR PALMA: | can tell you there is no term
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certain. No date certain.

MR, HOYLE: GCkay. So in theory though, the
Sunset ruling was essentially the last warning to say, "To
keep this office open, this is what you're going to do."

MR PALMA: This is what you should be
maki ng some progress on.

MR. HOYLE: Right.

MR. PALMA:  And we received a two-year
continuation to get -- just to prove, okay, this is what
we're doing. And so the bill will come up or the hearing
wll be this fall as to whether to grant the Departnent,
you know, a further term And that will be based on the
audi tor general's report which they should be finishing up
here in the next nonth or so. And you know, as Debra
said, we've been, you know, responding to their request
for information and so on and so forth. And dependi ng on
that report, as we've tal ked about here, we've nade
progress, and | thank the Board and as | did | ast year and
| thanked the fire safety comnmttee. Because both sides
of the Departnent, you know, showed confidence in the
Departnment by raising fees and so the auditor general sees
that as a positive because, okay, the Board and safety --
fire and safety commttee both have seen docunentati on,

t hey both know the directors of each side, and they're

confident that those procedures are bei ng undertaken. So
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that's a vote of confidence. Now, how the final report
cones out, | wsh |l could tell you. It still won't be
avai |l abl e, but that's what the legislature is going to
deci de upon. And then they're going to have a hearing and
at that tinme they'll let us know, you know, we're happy
wth this progress, here's another six years or however
they want to progress at that point. But it's -- and |ike
| said before, it's sonething that the Board has to

consi der noving forward. W' re not here to obviously --
If we can get to the point where we're at 90 percent cost
recovery and then the chief efficiencies through

t echnol ogy and organi zation restructuring, then that wll
achi eve the goal of 100 percent in the end.

So, don't get us wong. W're not solely
focusing on raising fees to make that. W're naki ng ot her
changes too. But obviously, the fee increase, whether it
be 20, 30, 40 percent, wll assist us noving forward, and
that's sonething the Board is obviously going to have to
decide. If you want to say, okay, we'll do this 20 this
tinme, and hopefully the departnent of chief's efficiencies
on their operations which will conbine for 90-sone percent
recovery, | think the legislature will be happy to see
t hat and proceed to give us a |longer tenure.

And also, if I may say, we've al so proposed

to the legislature to get away fromthe 100 percent
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general funding to go to fee retention and base the
agency's exi stence on OWH fees and OFM fees, and that w ||
really assist the agency in noving forward because now we
control nore of our own destiny, rather than having to go
to the | egislature hand-in-hand every year and having to
show, okay, we did this, we did this. Now, the Board and
the Fire Safety Commttee will be able to say nore daily
operations in terns of how we are doing and adjusting fees
accordingly, rather than having to go to the legislature
for the funding.

So, just to put another thought in your head
t here.

MR. BAIRD: Very good.

MS. BLAKE: M. Chairman, if | may add a
couple things that were being said. Thank you for
bringi ng that up about the fee-based agency. | think many
of you were aware of it anyway, but yet another reason why
we have to be self-supporting, and again, achieve through
appropriate fees and increased efficiency through
t echnol ogy and ot her resources.

The other thing is, just to bring to your
attention, and I knowit's not in a format that's
necessarily the best, but the financial reports and the
update of where we're at fee conpari son on page 44, part

of your board packet, part of what was sent to you
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electronically, and again, just apol ogize that we didn't
have this actual cost accounting for you in advance, but |
t hi nk, you know, as sone of the board nenbers i ndicated,
it's very wise to | ook at.

Here's what we know fromjust a costing, a
cash flow thing where we have to get. But the other
thing, as you've all nentioned, you have to consi der where
are we at through February and what does that | ook like in
terms of growh and efficiency on page 44. So if you wll
conbi ne those two thoughts, as John and Art did, but --
and the auditors, as Gene indicated, we're not done with
them or they're not done with us, however you want to | ook
at it. So they've already nade inquires. They know we're
neeting on this today. They | ooked at what you all did
| ast year, you know. You're aware of the cost recovery,
you're taking actions as you deem appropriate, and this
information will be provided to them agai n because they've
al ready asked for it.

So | guess if you would take all of that
I nto consideration as you make your decisions for today.

MR BAIRD: Can we first agree we need to
have an increase or not?

MR HART: Yes.

MR, DI NGEMAN:  Yes.

MR BAIRD: Now can we tal k about how nuch
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of an increase do we need?
What was your fuzzy nmgic there?
MR DI NGEMAN: My fuzzy magic was -- so at

255 increase on the WH, brining it to 388 as opposed to

420.

MR, BAIRD Ckay.

MR DI NGEMAN. And 470 versus 494. So, $24
decr ease.

MR BAI RD: Ckay.

MR DI NGEMAN: Assum ng you're going to | ook

at efficiencies, and as Joe nentioned, | ook at sone ot her
I deas for next year, we can get better nunbers on boxes.

MR BAIRD: That would be a different
appr oach.

MR DI NGEMAN: That would be a different
approach in the years to cone. But | nmean, the |onger you
drag it out, the deficit just continues to grow.

Potenti al ly.

MR HART: Right.

MR BAIRD: Right.

MR DI NGEMAN: And vol une is not al ways
certainty because on the Desert View Village Pl anning
Commttee, the Gty of Phoenix did before us, tinme after
tine, telling us where the city was going to grow. It

stopped for a tine being. So nothing is with certainty.
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MR BAIRD: Well, we also need to know t hat
we're collecting nore nobney. Revenues are up 20 percent.

MR, DI NGEMAN:  Uh- huh.

MR BAIRD: It's only 5 percent nore, so
there is a fixed variable cost there, but we've got hard
cost here that is going up 20 percent, so it can be
mtigated. So | think we all agree we need to have an
I ncrease. How nuch should it be, that's the question.
Any recommendati ons? So, we can start with -- | wote
down sone nunbers.

MR DI NGEMAN:  What's that?

MR BAIRD: | wote down three nunbers.
Plan review, MH, and FBB. | wote down 150, 350, and 450.
That's what | wote down.

MR GLEESON: \What was that?

MR, BAl RD: 150 for the Pl an Revi ew, MH,
350; and 450 for the FBB

MR. DI NGEMAN: So considering the increase
and permts and the increase in revenue.

MR BAIRD: It's a shot in the dark. It's a
guess, but it shows the Sunset Review Board that we're
movi ng and we're addressing things. W're increasing --
| ast year we had one major increase. This year we're
having three increases. W're increasing three

categories, to kind of fine tune it. |It's showng a step
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in the right direction. 1It's showing that we're trying to
get where we need to be. It's also saying that, hey, we
t hi nk business is getting better, you know. Because
busi ness is getting better, you know, we're going to do
nore. But we're also -- we have inproved our efficiencies
dramatically. It doesn't cost us as nuch to do what we
do, so we're going to have nore incone and we're going to
have | ess cost percentage-w se.

Art hur, any ideas?

MR CH CK: Yes. Sixteen dollars over the
current fees --

MR BAIRD: Plan review?

MR CHCK: Rght. Fifty dollars on the
I nstallati on and MH, nmanufactured hones, over our
existing -- the 300.

MR BAI RD: Unh- huh.

MR CH CK: And over on the FBB, existing
412 and go to 450, or plus 38. |If that -- | guess -- |'ve
got to say this, M. Chairman. W have to thank Debra and

M. Pal ma.

MR BAIRD: Absolutely.

MR CH CK: W' ve never had this kind of
information. And it doesn't help. It nmakes it a little
difficult.

M5. BLAKE: Sorry.
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MR CH CK: But we have to be able to get
our arns around this, and | think that's fair. Wat you
suggested is fair for this year, but | think at sonme point
intime we started terribly low, that was our problem W
got ourselves into a hole before we could -- before it was
addressed. And now we've got |ots of forces working
agai nst this revenue, and | think, you know, they've
addressed those. So |I'd be confortable wth what you
suggested for this year

MR BAIRD: Terry?

MR, GLEESON: Well now, $50 woul dn't be too
dramatic. It is better than the 420, | guess.

MR BAIRD: Yeah. Wll, everything is
relative. | nean, the chair wll accept any
recommendations -- | nean, notions. So if you think
that's too high versus the FBB, or versus the plan review,
| don't care. W have to start sonewhere so we can --

MR, GLEESON. Well, ny suggestion was we
rai se nobile hone permts |last year, let's raise the other
two this year and | eave the nobil e homes where they're at.

MR BAIRD: | think that's hard to argue
with when you' ve got a $287 deficit. | think if |I were on
t he Sunset Review Board, |'d say "hnmm | need you a
little bit there." But we didn't do the other two | ast

year, and frankly, we probably should have, you know, in
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nmy mnd. GCkay. Thoughts?
MR, HOYLE: Are you open for a notion?
MR BAIRD: |'mopen for a notion.
MR CHCK: M. Chairman, I'd |ike to nove

t hat we accept the three rates as proposed Pl an Revi ew.

We go fromone -- let's see, where was it? W go from 134
to 150, a $16 increase. Installation inspection nobile
honmes, 300 current to 350 proposed. Installation

i nspection FBB, current 412, to proposed 450. For the
fiscal year '"14, | believe it is.

MR BAI RD: Thank you. Second?

MR HART: Second.

MR BAIRD: M. Hart, second.

D scussi on?

All in favor of the notion?

(Chorus of ayes.)

MR BAIRD: Qppose?

MR. GLEESON: (Rai ses hand.)

MR BAIRD: M. deeson, of course.
MS. BLAKE: Paul or Zeek?

MR DESANCTI S: Aye. Yes.

MS. BLAKE: Ckay. Paul.

MR BAI RD: Paul voted yes.

Zeek?

MS. BLAKE: | think Zeek dropped off.
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Motion carries. Five -- six to one. Yeah.
BLAKE: Still on the fee topic.
47 in your book.
Lois, are you still with us online?
MOREY: | am
BLAKE: Thank you. Begi nning on page
on 48 -- you see an e-nmai
And Lois, would
you go ahead and i ntroduce yourself one nore tine?
MOREY: Yes. |I'mLois Mixrey. |'m CEO
BLAKE: And so, as you can read from
you |li ke to go ahead and tell the Board

that, Lois, would
what your
publ i ¢ menber

I nput on this for

reconmendation i s and why,

here as wel |,

and then we have a
M ke, who woul d al so have sone

the Board to consi der.

Loi s?

MS. MOREY: | contacted Debra | ast
January -- | will speak up.

As | was saying, last January | contacted
Debra because what we were experiencing -- well, first of

all, |

nodul ar

need to tel

bui | di ngs.

you ny conpany buil ds conmmerci al

One of the biggest reasons that we are

able to stay in business and keep a | ot of people enpl oyed
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I s because we can quickly turn around these buil dings, as
|'"msure you can talk wth Joe about, and M ke Mrton -- |
heard he was there.

Well, last January, what we were
experiencing is the turnaround tine for plan reviews, was
| eadi ng into our turnaround tinme on the nodul ar
construction. And | know that in many | ocal jurisdictions
they offer expedited review process. |If you want to pay a
little more, you can get your plans reviewed, and you can
literally wal k themthrough and pay them sonme nore. So |
canme up with, you know -- given this is a problemin the
conpany, | contacted Debra to hopefully say, okay, can you
| ook into an expedited review process so that we can get
our plans, we may have to pay nore and we m ght need to
pay the overtinme if it's people that are working for the
state, et cetera, but we need to sonmehow get those pl ans
back. W need to be able to keep all of our enployees
goi ng, and sonetines the delay is caused by the state
which is inpacting ny ability to keep nmy workers worKki ng.

So | contacted her, she got back with ne and
said that was sonething that she would | ook into, and we
have now cone to this board neeting.

Debra, if you' ve got anynore information
about the process by which we can expedite these reviews

or anything you can add.
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MS. BLAKE: Yes. And |I'll share that in
just a nmonent, Lois.

M ke, would you like to address the Board on
t he i npact?

MR MORTON: Sure. |I'mhere to support the
proposal by Lois. It was by coincidence a week ago |
call ed Debra to talk to her about concerns | had, simlar
to the concerns Lois had with the extended plan review
times. So here we are, all here together. | have ny
record of plan reviews the Departnent conducted in 2012.
And | have 11 days, 10 days, 13 days, seven days, siXx
days, seven days, and nine. |In the way we viewed these
tines by the Departnent in 2012, as being very supportive
of two things. One, our industry, because renmenber what
we do, we sell tine. W can't sell tine if we can't get
our pl ans.

And then the other thing that we felt the
Depart ment was supporting was our econony was in the
trash. | nean, everybody was struggling. And we used to
have multiple plans at the Departnent that were there for
review and approval. And if one took | onger or several
did, it was no big deal because you had sone ot her
projects. But today -- today, you have one plan review on
there and you' ve got 50 enpl oyees, you know, all waiting

to get on this job and get going on it. So, in '12,
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excellent job. You hel ped us wwth the econony, you hel ped
us sell tinme. ay.

I n 2013 though, things are really changed.
Here's what | got so far. 27 days, 28 days, 24 days, and

one | have in the process and it's at 19. | don't have it
back yet. Here, the econony is the sane. W're not
getting any support. | told Debra | may have to lay off

enpl oyees if you can't turn this thing around, and that's
the last thing we want to do. And | think it's the | ast
thing you want to be responsible for, is our conpanies
| ayi ng of f enpl oyees because we're not getting pronpt plan
reviews. And we don't feel we're getting supported by the
virtue of our business resale tine, but it's changed.
2013 is different.

Now, as far as solution though, that's the
problem | think Lois has a great solution. Let's have

an expedited plan review fee where we pay additional

nmoney. |If we want to go down that road, we can, and get
our plans sooner. So, | think the solution is a good one.
| support it.

MS. BLAKE: Thank you, M ke.

M. Chai rman and board nenbers, the other
docunent that Ayde passed around was a cover page,
"Expedited Plan Review. " Just sone additional information

for your review, and then | wll share with you sone
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research that |'ve done towards providing a solution for
t he commercial nodul ar business. And that is, we've got a
coupl e of relevant statutes and rul es.

| just want to fully informyou that we're
required by statute to have a state plan review or the
statute calls it "design approval bureau." Sonething el se
that | just recently received a | egal opinion from Mary on
was there is a provision and statute that we've not really
nmoved forward with -- and I'll explain that in a mnute
why we haven't -- but it allows us authority, and Mary has
confirmed this, to enter into conpacts or contracts with
other states or private organi zations that address the
st andards of construction.

So, as you all know, statutes are often
witten vaguely and open for interpretation, and so |
beli eve that, you know, we have the authority to enter
into a contract with a third party agency maybe to assi st
us with this.

The other thing | wanted to nake you aware
of is part of our rural package is the statutory
turnaround tinme. And again, | conpletely understand the
I npact and what M ke and Lois have said. | wll say that
we are performng within the statutory requirenents and
that's not to justify, | get that it's not quick enough.

And we al so track our performance neasures. And so the
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supports what Lois and M ke have said, and that is, you
know, here's just a few stats from January. You know,

t hese nunbers look little conpared to what they're saying
to you, but when you put them together, we've had plans as
| ong as 30 busi ness days, which if you cal cul ate that,
that's six weeks. That's big.

Typically, based on the stats for the first
quarter of fiscal -- or for calendar '13, our average
turnaround tine has been 13 days, or two and a half weeks.
Now, you know, as M ke indicated with his record keepi ng,
he's not experienced that 13-day, so we definitely need to
do sonething about it. W're wlling to do so, and we
have statutory authority. 1'd like to retain it in-house.
The problemwith that is, this agency, as you are all well
aware, is operating in crisis node. W went from 62
people a few years ago to 28, and we provide all the
services and functions that we've provided in the past.
And so, in looking at -- we have one plan reviewer, Patty,
who is here wwth us today. She does an excell ent job, but
she's only one person, you know. She can't do it any
qui cker than that. And | can tell you, she's a positive
i nfluence in this agency froma |ot of standpoints, but I
mean, nobody wor ks harder or faster than she does at
getting these done. It's just the volune, and as you

know, a lot of the commercial buildings, it's an invol ved
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plan review. And so -- and Lois' conversations |'ve had
wth her in person, and then in here, you know, because we
don't know -- | don't know how many conmer ci al

manuf acturers are going to say, you know what, |'Il| pay

t hat as Lois recommended, 500 extra dollars if | can get

it back in a week. My assunption, based on conversations

wth different manufacturers is, once we offer it,

everybody is going to want it. WlIl, and that's great.
But | can't do that with Patty. She's still only one
per son.

And then |'ve got the manufactured housing
side of the industry that's going to say, "Hey, we can't
pay that extra cost. How cone the commercial guys get all
the preferential treatnent around here? So now |'ve got
to wait six weeks as you're rushing through theirs because
t hey' ve got nore noney than we've got?" You know the
argunent. | thought, all right, what else can | do here
because | don't have the nopbney in the budget to hire
another plan reviewer. |If | have enough vol une of
expedited plan review six nonths fromnow, a year from
now, | mght be able to justify hiring a second person and
then retaining it in-house. But what | can do
I mredi at el y.

Well, |I've had a few conversations wth sone

third party engineering firns and have had extensive
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conversations with one who is wlling to do it, willing to
devel oping a relationship, a contract wwth the Departnent.

They can guarantee a one-week turnaround

tinme --

MR BAI RD: Five days.

MS. BLAKE: Well, we haven't entered into
the contract yet obviously. |It's up to the Board about

whet her or not we're going to go this route. But |I'm not
sure if it's five business days or seven busi ness days.
We've just defined it in a "week.” But it is contingent
on sonething that all the manufacturers need to be aware
of, and that's assum ng that when the plan is submtted to
this third party reviewer, there is no deviations, there's
no mssing things fromeither your internal engineers or
external engineers who draw the plans. So the plans have
to be good to go. Because if that delays it, then that's
on the engi neer and the manufacturer, not on the plan
review. So worst case scenario, if there are sone
om ssions, corrections, you're still going to get it
sooner than what we can do it for you. But to guarantee
t hat one-week turn around tine, it has to be basically
error-free.

MR GLEESON: | have a question. |If you had
any corrections, wuld that $500 fee cover the corrections

or would there be any additional charges on top of that?
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MS. BLAKE: Well, thank you for bringing
that up, Terry, because |I'mnot sure we can go to the 500
fee thing because you've got buildings that are several
stories high and huge, you know. And then you've got the
little things. And so, I'mnot sure a flat rate i s going
toget it. | think w'll have to -- ny recommendation to
the Board woul d be that we | ook at an hourly rate for plan
review, which is no different than what you pay us. You
pay us an hourly rate and we just reviewed all that
i nformation, and so we establish an hourly rate. And of
course, you know the third party guys are going to be a
| ot nore expensive.

But what | have | ooked at, and again, it's
kind of in-the-tal king stages, but an hourly rate of $200
an hour would cover the cost of the third party. Al
pl ans would still come through our office so we can track
them record them W'd nmail them out and they'd cone
back to us so we could get them because we want --
ultimately it's our responsibility, so we want to have
sonme control on it. But that's howit would kind of work.

Wien | talked with Patty -- again, it varies
with the commercial buildings, but would you share with
what you told ne about usual reviewtines?

MS. STECHER Yeah. | would say nost of the

accessory installations, even flood plain plots, are done
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considerably -- you know, 95 percent of them are done
underneath the one hour. That's the allotted tine.

The struggle | run into or | have
encountered on the plan review side is obviously on the
commerci al structure. Sonme of the sinpler ones you can,
nost times, get them acconplished within an hour. But as
sone of you know, FBB manufacturers, not all of your
product is a sinple project. And so there is nore tinme
i nvol ved with reviewi ng the plan because there is a | ot
nor e pages involved, and there's a | ot nore cal cul ati ons,
and there is a lot nore review. And if it was just a
cursory review, that would be great. But unfortunately,
we found that there are di screpancies between what the
engi neer has designated to what is actually on the pl ans.
So, in good conscience, we do reviewit. Ckay?

And so because of that, that takes a little
bit nore tine and then the tine to send it out for -- to
send out coments to custoners. So it can range anywhere
fromtwo hours to six or eight hours on a plan, depending
on the conplexity. So, if | have devoted one whole day to
one FBB manufacturer, there are several other plans that
are not being reviewed as a result, so then that causes a
del ay, you know, with this turnaround tinme that we're
di scussing. So obviously, and on a correction notice |

m ght get the response within a day or two. Sonetines it
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m ght be a week or two. Then, when | get those responses
back, we try to process those within a couple days, but I
think all of you know, when you | eave sonething for a
little bit and you cone back to it, you have to reacquaint
yourself with a project and kind of | ook through the
things again. | nmean, |'mnot going to do, you know, a
full review again, but you have to kind of becone
famliar, okay, | wote this out or | made a comment about
this because -- and then | ook for it.

So definitely on the FBB nmanuf acturer side,
t hose plans do take nore tinme on average than sone of the
others. And with this process that Debra has suggest ed,
If we could elimnate those types of projects, if
manuf acturers are wlling to pay that expedite fee and get
their plans turned around, and that's not sonething that's
tying up plan review, then these other projects that are
comng in don't take that long, they'll be processed a | ot
sooner and qui cker.

MS. BLAKE: So, M. --

MR HART: M. Chairman?

MR BAI RD: M. Hart.

MR HART: | agree with Mke and Lois. The
city of Phoenix, two years ago, canme out with a plan. You
m ght be aware of that. |If you sent down your engi neer or

architect, whoever it is, if they went to the city of
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Phoeni x cl ass, and passed the class, cost |ike two grand,
then they could seal the drawi ngs and go in and get a
permt over the counter. They had to pay 10 percent for
the fees, extra, for all the permt fees. And as M.

Morton pointed out, the city fees are a whole | ot higher

than your fees are. A lot of people are willing to do
t hat .

This year they came out with -- it was a
letter in the paper -- | think I mght have sent it to
you -- if you goin with a full set of draw ngs, you can

get a permt over the counter. One of the keys behind
going to that school a couple years ago, your errors and
om ssion insurance, had to be pretty high. Couple
mllion, or sonething |like that. Couple mllion, ten
mllion. That's the suggestion. But if you have draw ngs
seal ed by an architect or an engineer in the proper field,
t hat have the errors and om ssions insurance, and they
ensure the state, because we've got to | ook out for that
liability. R ght? And then they audit them They don't
do themall, but they do audit sone. Fees are higher.
Got to have a -- they've 100 percent taken ownership of it
fromthe wonb to the tonb.

MR CHCK: M. Chairnman?

MR BAI RD: M. Chick?

MR. CHI CK: Educational, please. | don't
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have the slightest idea what's involved in permtting or
reviewing as far as drawings. But it would seemto ne
t hat these are nodul ar constructions. Right?

MR HART: Yes.

MR CH CK: Standard nmaterials you use in
whol e buil dings and wiring, electrical |oad, engineered
design. | heard the architect.

MR HART: Yes.

MR CH CK: Wat does our planner -- do they

have to review? Tell nme what the process is. Help ne,

you know. Wiat is involved in -- we receive a set of
pl ans?

MS. BLAKE: Yes.

MR CH CK: Then what happens?

MS. BLAKE: Patty?

MS. STECHER  Based on the type of plan

submittal that is sent in, and I'll use FBB as an exanpl e,
since that is where we're appearing to focus and expedite,
| have a checklist that | utilize that basically covers

t he general design paraneters of a buil ding.

Each plan that is submtted is required to
be detail ed, basically explaining how you re going to put
this building together and you are al so supposed to
I ncl ude cal cul ations to support that the design, as-is,

will work. And so ny function is, first of all, to make
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sure that all of the basic code criteria has been net,
whet her it's (inaudible), fire, requirenent -- based
again, this is nore commercial. You' re not going to see
this in manufactured hones. There is a different set of
criteria based on the type of occupancy, the anount of
occupancy, that will be net wll determ ne sonme additional
features that woul d be required.

And so because not every FBB is just a
singl e-wi de construction trailer, we have projects that
cone in that are multi-wi de comrercial classroons. W
recently had one that cane in. They were going to be
installing glass awnings over it. So there is a w de
range of conplexity to it. So unfortunately, that
I nvol ves nore tine in the review of that project. And as
| stated earlier, | reviewthe calculations to the plans
and make sure that what the engineer has indicated for the
desi gn has been accurately applied. Because in nost
I nstances, at least in ny experience wth this industry,
you have an engi neer that is not in-house. You have him
out sourced. So you are devel opi ng your draw ngs i n-house,
you send to the engineer, and they seal it. They may have
gi ven you design information and you're relying on the
manuf acturer to inplenent that information on the
drawi ngs. Mbost cases, that usually happens. But

unfortunately, | have encountered, depending on ny review
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of cal cul ations of these draw ngs, not all of that

I nformati on has been transferred to the drawi ngs. And so
unfortunately, as a result of that, there is a nore

i ntense review that's then included because if the

engi neer has indicated you need utilize to a certain type
of fastener and a certain spacing, but the draw ngs don't
reflect that, the people who are building the building are
not | ooking at the engineer's calculations. They're

| ooki ng at the shop draw ngs.

And so our responsibility is to ensure that
what the engineer has indicated is accurately refl ected on
t hose drawi ngs that are going to be worked from And so
an ideal situation, the expectation would be that the
engi neer seal should be adequate for us. But given ny
experience with this on the private side, also on the plan
revi ew side, there are enough di screpancies in those two
itenms that require a nore thorough review. And especially
If it's a manufacturer that is building a project that
they nornmally don't build. There is a |learning curve, and
so then there is additional itens that conme up as a result
of plan revi ew

So, to say specifically what | |ook for, |
have a general checklist that covers the construction
paranmeters. But then based on the type of occupancy,

based on the type of use, there are additional itens that
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we need to | ook for to make sure that those itens have
al so been included in the drawings. And if not, we ask
t hose questions, well, why isn't it in here, based on this

type of use and occupancy. You've indicated to ne certain
provi sions need to be included, and they have not been.

So unfortunately, that is what causes a | ot
of the delay in plan review. [It's not the installation
pl ans or the accessory plans. |It's the FBB plans that do
take a ot nore tine. And especially if it's nore
conplex, there is that additional review involved with it.
And so that ends up -- it's not like it's the sane 24 by
60 that's comng to our office every day.

| don't know if | answered your question
appropriately, but it's an in depth process. It just
depends on the type of product that comes through.

MS. BLAKE: M. Chairnman and board nenbers,
can | just add a couple quick comments?

One thing in support of Patty -- and I'1|
just tell you when | first started wth this agency --
gosh, | can't believe it was six years ago. Seens |onger
sone days.

Anyway, as | started to review nyself with
all the functions we provided and famliarizing nyself
wth the statutes and the rules, |I'mthinking, okay, plans

have to be submtted to your point, Joe. Have to be
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seal ed by a registered engi neer by the state of Arizona.
Then why do we need a design approval agency? That nakes
no sense to ne.

Well, as | have learned, as Patty just
shared with you, the reason is because there are | ot of
deficiencies on plans that cone in. Go back to what is
our departnent purpose, you know, primarily to protect
consuners from you know, all of the products that are
constructed and install ed throughout the industry. So
that's one comment.

The second comment to Joe is, again, we're
faced with, can we cone up with creative solutions |ater
because currently, | just don't see where we have any way
around what you're suggesting because the statute and the
rules are extrenely specific. So, if in the future, we
want to nove towards -- and the Board believes this is a
good nove -- that engineers design these plans and they
seal them and you hold them accountable that they are
correct, then that's sonething we could do. But based on
the current rules, that's not a possibility. The rules
are very specific.

So, for purposes of today's discussion, we
may want to table that and bring that up at a future board
neeting and work towards that as part of our rural package

and address those things there.
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MR HART: M. Chairnen. Debra. | agree
100 percent. But it is also the busy tine of the year.
Just like everybody else in this room everybody can feel
t he pain of sonebody getting laid off. | can al npst

guarantee you, if you nake these engineers and architects
have errors and om ssions insurance, you're not going to
find -- have many flaws. |If you make the nmanufacturers
stand behind that as well, | could al nrost bet you noney
the m stakes you find are the people --

MS. BLAKE: | hear you and agree with you.
| have no statutory authority to do that at this point in
tine. So it's something we could review at a | ater date.
Sounds |ike an excellent idea to ne, but | have to have
statutory authority to do sonething or not do it. And I
can't do what you're suggesting at this point in tine.

MR HOYLE: M. Chairnman?

MR BAIRD: W can add it to our rules,
submttal, that we want to try to change. But until
t hen --

MS. BLAKE: W' d have to agendize it for
future a neeting and tal k about it then.

MR BAIRD: Probably appropriate.

MS. BLAKE: Do you want to agendi ze that for
t he next neeting?

MR. BAIl RD: Yeah. W'l tal k about that and
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the way we determne the fee for the permtting on FBBs by
square footage and stories. And Joe thought if we
specified it differently. So, it's a discussion.

MR HART: Sane thing on the hones.

MR MORTON: M. Chairman?

MR BAIRD: Yes?

MR MORTON: Does that nean then, that the
resolution to extended plan reviews is going to be del ayed
for another quarter?

MR BAIRD: The expedited review we're
tal ki ng about that's on the table?

MR MORTON. What's on the table is plan
reviews are taking six weeks, which is unacceptable to the
I ndustry. So what |'mhere for and what Lois is here for,
is to ask for a solution to that problem

MR BAIRD: This was a side issue, as far as
" mconcerned. The issue is still on the table. What
you're really asking for, and the concerns | think sonme of
us have is for an extra fee, we're going to have an
outside third party, you know, take the place of our
over burdened, single person trying to do it for the entire
state --

MS. BLAKE: Yes.

MR BAIRD: -- for all products, and if we

can have sonebody do this. And then the questions | have
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are what liabilities does the state have by doing that,

what ki nds of assurances do we have, how do we set the fee

structure, et cetera. But we're willing to do that right
now. | think we're all feeling the pain of having to
wai t .

MR GLEESON. Hi s question is: Do we have
to wait another quarter to do that? Can you do a
special --

MR BAIRD: No. The only thing we have to
do -- we have to wait a quarter on, is what Joe is talking
about, is trying to redo the whole process. W're
staying -- as | understand it, we're trying to stay within
the state law right now, which allows themto use a third
party, if they so deci de.

MS. BLAKE: Well, M. Chairnman, just to

clarify. | think the answer is, the fees would not becone
effective -- if you decide to set an expedited plan review
fee -- until the beginning of the fiscal year which is
July 1st.

So | think the question that's asked is:
What do we do for May and June?

MR HART: That's huge.

MS. BLAKE: Yeah. And you can't set a fee
to put in effect, is ny understanding, that we could

I mredi ately put in effect.
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MR, BAIRD Ckay.

MS. BLAKE: So we can't do that. You can
set a fee that we can begin inplenenting. And whether we
start to do it in-house and get a feel for it, or whether
we i mediately get a third party involved, which is the
path I m goi ng down because | don't know what the vol unme
Is going to be. | don't want to put the Departnent in a
position to say, "We're going to offer the service to al
of you,"” and then | get 50 plans in and | can't do them
Because then, you know, that's obviously an issue.

So I would work towards getting the contract
and the process in place for the third party so that all
pl ans submtted as of July 1st that want to pay that
hi gher rate could certainly do so, and we would strive
towards that one-week turnaround tine. But just to
clarify, that can't start until July 1st, and only if the
Board decides to establish a special expedited plan review
f ee.

MR BAIRD: So we're not able to address the

I ndustry's concern of a six-week delay currently.

MS. BLAKE: Well, | don't think we have any
six weeks at this point. | think Patty's -- three and a
hal f ?

MS. STECHER. |'mrevi ew ng product that
cane in on the 11th of April. So -- and again, we're
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t al ki ng busi ness days. So obviously, | know a | ot of
peopl e count cal endar days, but business days are five
days. Those are the allowed days that | can work. So
currently --

MR BAI RD: Debr a?

MR HOYLE: M. Chairman, in the statute,
what it does allowto do, if the office does get into a
contract with a third-party, in order to circunvent the
addi tional fee, could the contractor, the manufacturer,
pay a portion of that fee directly to the third party?

MS. BLAKE: Well, | can only speak to it and

maybe Mary can help. W have to look at it, but | think
all fees related to the (inaudible) statutory by this
agency are set by the Board. So whether we third-party it
out or not, just |like our I1GA contract, that's a third
party agreenent. It just happens to be with a |ocal
building entity. They have to adopt our fees. They can't
charge $500 for a pernmit if the Board has said 300. And
so this would be the sane arrangenent. They've got to
adopt the fee that the Board sets. Currently, we don't
have a fee. And so..

MR HOYLE: How close are we getting
proposals from or do you have those already froma third
party?

MS. BLAKE: | have had several conversations
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wth a couple of different third parties. And primarily |
narrowed in on one that | wanted to try a six-nonth
contract with to see howit works for them how it works

for our licensees, and so on and so forth. And so we're

ironing out the details. |If there are other third parties
who mght be interested in a simlar, but | really wanted,
li ke, a six-nonth trial. And then we nay open it up to

other third parties where you can pick your own.

MR HOYLE: Right.

MS. BLAKE: But we're just trying to cone up
with an i mmedi ate solution to assist, and that's kind of
where we're at with this.

MR HOYLE: Now, does that contract have to
go back through the AG s office and all the approval s that
way ?

MS. BLAKE: Yes.

MR HOYLE: So at the best case scenari o,
how soon do you think you could get it, in a contract?

MS. BLAKE: W would be ready July 1st.

MR, HOYLE: Ckay. That's the soonest they
can --

MS. BLAKE: Well, again, the fee cannot be
put in place prior to July 1st.

MR HOYLE: Right.

MS. BLAKE: And so it's not the contract
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that's the delay, it's the fee that you're going to pay
for that.

MR HOYLE: Right.

MR BAIRD: Joe?

MR HART: Are the nunbers that are com ng
in, are they in line with what the state charges for plan
approval per hour?

MS. BLAKE: No. They're higher. That's why
nmy recomrendati on was you would -- a submittal would still
pay the adm nistrative fee which we currently charge $31
because we are going to assign it a plan nunber, log it,
track it, you know W' re going to be the adm nistrative
function for it, and then the plan review fee per hour.
Currently, we charge 103 per hour, one hour mninmum And
my recomrendation to the Board is to cover the cost of the
third party. That fee would increase it to $200 per hour
for plan review

MR BAIRD: Ckay. I'mjust listening to the
I ssue. Does it affect ny business to the degree that's
it's affecting your business. Wat if you received a
package that had a PE stanp, a PE architect stanp,
whatever is required, and it's al so been reviewed by a
third party? The manufacturer got it approved
through -- picked the third party source -- they got it
approved through them they did those steps, would that
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fall underneath our approval, our |egislative, our rural
process?

MS. BLAKE: | don't think so. Because it
woul d have to be a third party we contracted with; we, the
Departnent, not a third party that Joe's conpany has
chosen because we woul dn't recognize that. W have no
contractual arrangenent.

Is that correct?

M5. WLLAIMS: Correct. It's your
responsibility.

MS. BLAKE: It's our responsibility for plan

review, so only we can give that responsibility to

sonebody el se on our behalf. So, | just don't -- | nean,
| spent sonme tine -- it hasn't been that | just thought
about this today -- | spent sone tine on: How do we get

around this and how do we make this happen. Open to
suggestions. That's the best | can conme up wth.

MR. BAIRD: Have you thought of how do we
resolve it other than waiting until July to do sonethi ng?
Anyt hi ng that can be done in the neantinme to facilitate
t he i ndustry's needs.

MS. BLAKE: | nean, who would pay for it and
based on what fee? And all fees have to be approved by
t he Boar d.

MR BAIRD: Wich can't take effect until
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July 1st.

MS. BLAKE: A third party may charge Joe a
t housand dollars to do it, but that's not going to get him
anyt hing because a third party is not in partnership with
the Departnent, and it's our authority.

MS. MOREY: Excuse ne. Does the third party
have to -- | nean, can we go directly to the third party
t hat you've arranged the review process with? W pay them
directly and we pay you the processing fees?

MS. BLAKE: Well, we've | ooked at a
different way to do it because we do all the tracking and
t he performance neasures and everything here, and need to
continue to do that so that we can do our cost accounti ng,
our volune tracking, to bring to the Board to make
deci si ons.

So we haven't worked out the details and the
contract, Lois. Wat we are considering | eani ng towards
at this point is, the plan would cone to us, we would send
It to the third party, do all of our tracking, recording,
send it out. The third party, if there is any questions,

I ssues, would work directly with you or your engineer, and
they may send it directly then to you to expedite it by a
day or two, and then send us the informati on so we can

cl ose out our tracking on that.

So | haven't worked out all the exact
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details of it. Mary Ann and | have talked a little bit
about the accounting piece of it. Do we have the third
party invoice you directly, or do we run it all through
here, you'll pay us, and we invoice you. So we haven't
wor ked out all the details, so I'mnot sure. Open to
suggesti ons and t houghts, but what we need to go get
through at this nmeeting is: Are we going to establish an
expedited plan review fee and what is it? And the
effective date will be July 1st.

MS. MOREY: Ckay. Well, the reason | was
asking is, the effective date being July 1st is way out
there. And if there is a possibility of just establishing
the relationship with the third party inspector through
the state, and then allow us to go in and obtain that
approval fromthemdirectly paying them directly, there
woul dn't be an additional fee issue problemw th the
state. That's just a suggestion. So sonething to
consi der, anyway.

MR GLEESON: M. Chairman?

MR. BAIRD: They're shaking their heads,
Loi s.

MR GLEESON: Well, that's kind of what |
was going to say. Wy can't they pay the $134 to the
state, send it over to the third party when it's ready,

they pay directly to the third party, and the copies are
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sent back to the state? Then there is no --

MS. BLAKE: Ckay. Wat |'mbeing told by
Mary is that we' ve not agendi zed how we work out all of
this and so we can't really discuss it today at today's
board neeti ng.

MS. WLLIAVS: [It's whether or not you want
to establish a fee.

MS. BLAKE: Today we have to focus on the
f ee.

MS. WLLIAVS: If the Departnment can work
out sonet hing w thout needing the Board's approval on
process, then they can do that outside of today. But what
you can only address is: Do you want to have a fee and
what is it, to be effective July 1.

MR GLEESON. kay.

MR BAIRD: | hear you. So what we need to
do is decide if we want to do the expedited plan, and if
we do want to do it, we need to give the Departnent
direction to go ahead and proceed as expeditiously as
possi ble and to inplenent it as soon as possible,
especially with relationships with any third parties so
it's established quickly. And we just have to figure out
a fee. You're asking us for a fee today?

MS. BLAKE: Correct.

MR. BAIRD: And your recommendation is the
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$200 an hour versus the $100 an hour.

MS. BLAKE: $103 currently.

MR, BAIRD: $103 an hour as it is currently.

MS. BLAKE: Wich that would stay the sane,
but there would be a new one for expedited that would be
$200 an hour, one hour m ni num

MS. MOREY: |'mjust asking: Can you do the
fee as, you know, the average $134 an hour plus expedited
costs or -- | nmean, out of -- plus the reviewer costs?

Can that be the fee?

MR GLEESON: You're tal king about the third
party costs?

M5. MOREY: Yes. It would be $134. The fee
for expedited reviewis $134, plus the cost of the
expedited review person that you're going to establish the
relationship wth.

MR BAIRD: So it's $103 an hour now with a
one hour mninmum plus a $31 filing fee. That's your
$134. And you're saying that you would like it to be that
103 for one hour mninmum plus the 31, plus whatever
charges that the third party has?

MS. BLAKE: No. I'msorry. Let nme clarify.
For expedited plan review, you would pay a $31 application
submttal fee, which is already established. |Instead of

payi ng the 103 per hour plan review fee, you pay the
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Departnment, you woul d pay an expedited plan review fee,
probably to the Departnent at the rate of $200 per hour.
So al nost double the rate to get it pushed through in a
week.

MR GLEESON:. And then they would pay the --

MS. BLAKE: W have not worked out the
details of how that contract would work. But whether you
woul d pay the Departnent, whether you would pay the third
party, |eaning towards you pay the Departnent.

MS. MOREY: Ckay.

MS. BLAKE: Does that hel p?

MS. MOREY: Sure.

MR BAIRD: | think we should have sone
consi deration towards doubling the fee because it's
expedited. So whatever the 103 goes to in the future,
this would al so establish what this woul d be.

Let's have a notion. Mtion?

MR CH CK: | have one quick question. How
many manufacturers are involved in what we're tal king
about here?

MS. BLAKE: How many out-of-states do we
have, Dave?

MR MEUNIER | don't know the exact nunber,
but we average around 70 manufacturers, |icensed

manuf act ur er s.
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pl ans to us.

i n. Yes.
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MS. BLAKE: And nany are out of state, but

MR CH CK: FBBs.

M5. BLAKE: Yes.

MR MEUNI ER:  Yes.

MS. BLAKE: So they have to submt their

MR BAI RD: Commerci al .

MS. BLAKE: Because they're shipping them

MR CH CK: To ne, a licensed engineer or a
| i censed architect is a |licensed person.

Ckay. |'mopen for a notion.

MR HOYLE: 1'd like to nove that we double

the review fees in order to provide an expedited service.

t hat ?

HART: | second.

DI NGEMAN:  Through a third party?
HART: Through a third party, yes.
BAIRD: Through a third party.

» 2 3 3 3

MR HART: No. You don't need that.
M5. BLAKE: Just set the fee because --
MR, BAIRD: Ckay. Let's have a review

t he bi ddi ng here.

BLAKE: darification. D d you need

of
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The notion is?

MR. HOYLE: The notion is a $206 review fee
for an expedited plan review by a third party reviewer.

MS. BLAKE: darify. Drop the third party,
pl ease.

MR. BAIRD: Wat he said, except third
party.

MR. DI NGEMAN:  You nean double. Right? You
want to stick with double so if it changes in the future
it's doubl e whatever --

MR HOYLE: Yes. Because you've already
rai sed the fees.

MS. BLAKE: The Board would still have to
approve the fee.

MR BAIRD: | think the notion --

MS. MOREY: Do you need to identify the tine
frame for the expedite?

MR GLEESON: One week --

MS. MOREY: | nean, double the review fee to
expedite the plans to be reviewed within the week or five
days or sonething |like that?

MR HOYLE: Three days, perhaps?

MR BAIRD: | think we're establishing the
fee, the detail --

MR GLEESON: -- $300.
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MS. MOREY: Ckay. Al right.

MR BAIRD. Al right.

MS. WLLIAMS: Need a specific anount.

MR HART: 2067

MR BAIRD: 103. So we can nmake it 206.

MR DI NGEMAN:  We raised fee --

MR HART: Wsat did we do?

MR BAIRD: Raise from 134 to 150.

M5. BLAKE: To 150 --

MR BAIRD: You' ve going to leave it at 31,
so that's 139.

MS. BLAKE: At the 150, 31 is separate.

MR BAI RD: 129.

MR, HART: For this year. For this year?

M5. WLLI AMS: For next year

MR BAI RD: For next year.

MR BAIRD. So we can't say doubl e?

MR GLEESON:  $238, plus --

MS. WLLI AVE: No.

MS. BLAKE: You can think double, but you

have to say the number.

M5. WLLIAMS: So whatever you set your --
i f you increase this in your |ast vote, then base this fee
on that.

MR BAIRD: Ckay. Sure. Then the
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Departnment's recommendati on was two hundred bucks an hour.
Two hundred bucks. Right?

MS. BLAKE: That was ny initial
recommendat i on.

MR BAIRD: So it's either --

MS. BLAKE: 200 or 238, whatever your
pl easure is.

MS. WLLIAMS: Do you have a notion on the

second?

MS. BLAKE: No.

MR BAIRD: No. Still discussing. W're
going to have -- M. Mrton?

MR MORTON: | think you should add to the
notion that the expedited review will be conpleted five

busi ness days followi ng the date of the application.
That's six days total.

MR BAIRD: | don't disagree with you.
They're saying we can't.

MR MORTON: | think you should also add to
your notion that if a second submttal is required to
address corrections, that the sane fee shall apply, the
sane expedited fee shall apply, and the plans will be
returned three days follow ng the date of the submttal.

MR BAIRD: | don't disagree with you, but

|'"ve been told that we have to |limt our discussion at
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this neeting to the fee.
MS. BLAKE: And if | may, as followup to
t he Board' s decision on the fee, the Departnent wll put

t oget her standard operating procedures and a policy on
this which will be what the third party will accept.

So it wll address all of the information,

M ke, with you about how do you handl e submttals, what is
the turnaround time, what if the third party doesn't neet
the turnaround tinme, do you get fees returned. | nean,
we're going to address all that, but it's going to be in a
policy. But we don't -- we can't discuss that today
because it's not agendi zed.

MR BAIRD: But at the next neeting we could
agendi ze the approval of the policy of the program which
s what you' re concerned about. And you can have it at
that tine.

MR MORTON: | understand.

MS. MOREY: Ckay. That sounds great to ne.

MR, BAIRD Ckay.

So sonebody pl ease give us a notion since we
haven't heard one yet.

MR HOYLE: | think we ought to take a vote
on the fee.

MR BAIRD: | agree. So let's notion on the

f ee.
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MR HOYLE: | think it was 238, was ny
| ast - -

MR BAIRD: Ckay. So the notion on the
table is to establish an expedited plan and review fee of
$238.

HART: Per hour.
BAI RD:  Per hour.
DI NGEMAN: | second.

2% 3 3

BAI RD: W have a notion made? A

second?

All in favor? Say "aye.

(Chorus of ayes.)

MR. BAIRD: (Qpposed?

Motion carried. Excellent. Al right.

Al so, as of the agenda, we've got that down
to make this an agenda for the next neeting. W'IlI|l review
the policies. W'Ill review an approval policy with
appropriate industry input.

Ckay. Al right. | think we're down to
Section 8, which is call to the public.

Do we have M. Anderson?

MR ANDERSON: M. Chairman and nmenbers of
t he board, the fact that you mtigated the fee increase,

we very nmuch appreciate. | would say 90 percent of our

I ndustry is still |osing noney. Sone of our
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manuf acturers, probably every retail er, and nost
installers, are |l osing noney. So we appreciate the fact
that you were able to mtigate it and keep it mnimal.
John, we appreciate the extra $50 dollars on the

apprai sal. Wen you go to class, naybe you could teach
people, well, | have an extra $50. W need to get that up
alittle bit. W do need it on the appraisal side because
I f the appraisal doesn't happen, if the custoner doesn't
have the noney, that deal does not consummate. So it's
very critical to us.

And one other point, Debra. Back to the
educati onal interest noney.

MS. BLAKE: Yes.

MR. ANDERSON: | think part of that noney
was t he cash bonds where deal ers had gone out of business
and didn't claimit. Because as | renenber, we only had
about 20,000 in the educational fund at any one tine.

Most of -- the rest of that canme fromthe cash bonds that
| think your office discovered.

MS. BLAKE: W're going to check it out
agai n, but thank you. Yeah.

MR BAIRD: Ckay. Are there any other
I ssues? Nothing else fromthe public?

I'll accept a notion to end this neeting.

MR CH CK: | nove that we adjourn.
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BAI RD: Thank you, Arthur.
BLAKE: Wait.
BAIRD: Are you serious?

5 2 B 3

BLAKE: D d you address the next board
nmeeti ng? Wuld you care to do that, M. Chairman?

MR. BAIRD: The next board neeting is
schedul ed -- was schedul ed forever ago.

MS. BLAKE: July 17th.

MR BAIRD: July 17th. Thank you.

M5. BLAKE: Just one nore comment. Pages 51
and -- 51 only, is a list of the current board nenbers.
If your information is not correct, would you pl ease
e-mail Ayde wth corrected e-nails, phone nunbers. So
pl ease review it. You don't need to take any action if
it's correct.

MR BAIRD: Thank you.

MS. BLAKE: Thank you.

MR BAIRD: | have a notion to adjourn on
the table. Do | have a second?

MR GLEESON: | second.

MR BAIRD: Al in favor?

(Chorus of ayes.)

MR BAIRD: Thank you.

(The proceedi ngs concluded at 3:41 p.m)
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