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PROCEEDI NGS

CHAI RVAN BAIRD: We'll call the neeting to

order. Start off with a roll call, please. Wenever

MS. MARQUEZ: One second.

CHAI RVAN BAI RD:  Sure. Techni cal
difficulties here.
MARQUEZ: Sam Bai rd?
RVMAN BAI RD: Her e.
MARQUEZ: Arthur Chick?
CH CK:  Here.
MARQUEZ: Paul DeSancti s?
DESANCTI S:  Here.
MARQUEZ: Terry d eeson?
GLEESON: Here.
MARQUEZ: Neal Haney?
HANEY: Here.
MARQUEZ: Joe Hart?
HART: Her e.
MARQUEZ: Everette Hoyl e?
HOYLE: Here.

535 2535303530 26

MARQUEZ: Troy Hyde? Absent.
Zeek g eh? Absent.

Cene Pal ma?

MR PALMA: Her e.

M5. MARQUEZ: Debra Bl ake?
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proceed.

MS. BLAKE: Her e.

MS. MARQUEZ: MNMary WIIlians?

M5. WLLI AMS: Her e.

CHAI RVAN BAI RD: Cool. Thank you very nuch.

All right. W have a quorum W'|

Everybody had a chance to review and di gest

the mnutes fromthe |ast neeting? Are there any issues

there we need to bring up? | have none.

No? |If not, the chair would entertain a

notion to accept, as they've been submtted.

MR HANEY: So noved.

MR CH CK: Second.

CHAl RVAN BAI RD:  Second we have.
All in favor?

Opposed? None.

All right. Departnental information.

Somet hi ng new, here we go. This is good.

MS. BLAKE: Thank you, M. Chairman and

board nenbers.

Departnmental information, as far as

personnel updates, | think since the |ast board neeting,

the individual we had hired to fill the vacant Phoeni x

installer position rendered his resignation. He had a job

offer after

he started here with a | ocal jurisdiction, and
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so he left us.

But we were able to hire sonebody quickly
who we had interviewed before. And he fornmerly worked for
t he Departnent for about 18 years as an inspector up in
t he Yavapai County area. So we were fortunate to get Lon
Cifton. He used to do consuner verification conplaints,
so he already has that skill. And obviously a great code
guy and inspector. So he's basically hit -- hit the fl oor
runni ng, and so we appreciate that.

Action itens fromthe previous board
nmeeting. |If | could draw your attention to the tab in
your booklet identified as "Departnental |nfornmation" and
starting on page 5.

(M. Ggeh joined the neeting.)

MS. BLAKE: One of the requests at the | ast
board nmeeting, and | think this canme from Board Menber
Hart, was if we could cone up with sone percentages or
conpari son for the volunes of commercial FBBs conpared to
residential FBBs. And so what you see in the very top
charts on page 5 is the conparison on the left, 2012, to
the prior year, 2011. Now, these are cal endar year. And
so basically, as you can see, 98 percent or greater of the
permts that we issue are for comercial FBBs. A very
smal | percentage for residential.

The next little chart 1s the nunber of
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installation permts for the same products that are issued
by the | ocal jurisdictions who are under an | GA agreenent
with us. Again, nunbers a little bit different but
basically simlar volunes. Those are based on fiscal

year, though, instead of cal endar year. So for |ast

fiscal year, it was 85 percent to 15 percent. And then
the grand total, as expressed on the very bottomthere,
for both conmbined still runs close to 98 percent for
commerci al conpared to residenti al

CHAI RVAN BAI RD: Joe, does that answer your
questi on?

MR HART: Yes.

Thank you.

MS. BLAKE: You're wel cone.

Begi nni ng on page 6, one of the next
foll owups fromthe | ast board neeting was the di scussion
about could we provide on our website a list of all
current -- or a list of all licensees that were currently
di sci plined, so they're suspended, they're revoked,
they're on probation, whatnot.

We used to do that for the dealer |icensee
popul ation, but here's what becane a bit chall engi ng about
it. W produced the report once a nonth. W upl oaded it
to the website, but it wasn't real tine. And so as a

manuf acturer m ght go out there and | ook at it, and he's
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| ooking at the list for Cctober 1st, there could have been

di scipline that occurred today, Cctober 17th, that

woul dn't be reflected there. So a while ago -- |'m
t hi nki ng about two years ago, |'mnot sure on that tine
frame but about there -- what we did do on the website was

put an online licensing search feature.

And so on page 6, what you're |ooking at, if
you | ook over on the right-hand side in that col ored
bl ock, you'll see the very top one is |icense status.
This allowed |icensees to renew their |icense online and
pay for it, which is a -- a nice feature for them It
also allowed for license search. And I'mjust going to
run you through a couple of pages to show you how t hat
actual |y works.

So if you go to page 7, if you click on that
"Li cense Search”, you will then get three options. You
can search by a specific license nunber if you have it,
t he conpany name, the entity, or the qualifying party
nane. You can also, if you don't have that information,
you can filter by the |location. And you can do it by
city, by ZIP code. And then the fourth one is you can
| ook at a whol e class of |icenses.

So if you flip to page 8 with ne, if you
woul d select the "Show All the Licenses", then you're

going to get a dropdown nenu that says, can | | ook at al
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dealers or a particular class of dealers? | can | ook at
all installers, | can |look at all manufacturers or a
particular class. The nice feature about this is it's
realtine informati on. Meani ng, when you select this
search, you're looking at the |icensing database as it
sets that m nute.

And so it's kind of the reverse of what you
asked for, but this is only going to give you valid
| i censes. And so those of you, you know, obviously in the
busi ness of doing this, you would want to get the |icense
nunmber and | ook it up.

So again, if you | ook on page 9, what this
little screen capture is showng you is that | selected |
wanted to ook at all dealer licenses. So it wll produce
you a list, and they're organized in nuneric order by
| i cense nunber, so you can search that way. Again, just
showi ng you sone options.

On page 10, | put in a particular |icense
nunber. And on page 11, the information that's provided
online wll show you the nane of the conpany, their
address or location, the qualifying party, and all the
i nformati on you need to know that that is a valid |icense.

And, of course, the |last one is on page 12.
If I put inthe Gty of Gdendale, on page 13 it gives ne a

| ist, again nuneric order by license nunber, of all the
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| icensees in that particular city.

So wll that neet the needs of what you

asked for? |It's not exactly the sane. But | think the

risk of discipline |license, because it's not i mediately

current,

we thought this was the best approach to give the

nost current i nformation.

CHAI RVAN BAI RD:  Yeah. Debra, this is

great. Let's go back to the page 9. And it shows there

that their licenses are -- are valid or they wouldn't be
on the list, right?

MS. BLAKE: Right. This is only valid
| i censes.

CHAl RVAN BAI RD:  Now, what's a non-valid
I ncl ude? What kind of issues?

MS. BLAKE: A non-valid license would be the
| i cense has not been renewed, they still have the option
to -- to renew it.

CHAI RVAN BAI RD: Sur e.
MS. BLAKE: A non-valid |license would be a

| i cense that has been suspended, revoked, the |licensee is

deceased.

Donna, am | m ssing anything, off the top of

your head?

MS. GRANT: No.
MS. BLAKE: That's pretty nmuch it.
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CHAI RVAN BAI RD: Do you fol ks ever put
sonebody on probation?
MS. BLAKE: W do. But that license is
still valid. They can still operate their business. They

just have to conply with sone ternms that we' ve establish
for the probation. Usually extra reporting, sonetines a
nmonetary fine or discipline that way. But they can still
operate their business.

CHAI RVAN BAI RD: Okay. So anybody can open
this up, a prospective custonmer can open this up --

MS. BLAKE: Anybody.

CHAI RVAN BAIRD: -- and get into it.

So if the association would want to pass the
information on to the retailers, they could have this
infornmation, the retailers could use it for their
custonmers if they -- if sonmeone was feeling unconfortable.

MS. BLAKE: Absolutely.

CHAI RVAN BAIRD: O wanted to do further
resear ch.

MS. BLAKE: Absolutely. |It's available for
anybody 24/ 7.

CHAI RVAN BAI RD: Kind of a reverse way of
getting at it, but | think you get where you need to get
t he sane.

I"msorry, | don't recall who asked that
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question or how it came up.

MS. BLAKE: | think it was Chairnman Baird,
if | recall correctly.

CHAI RVAN BAI RD: Yeah, | think it canme up
when we were | ooking at the recovery fund and we wanted to
figure out, well, if there's a deal there, there's
sonebody that's bad, how are we going to know? You know,
SO --

Oh, | renenber now. It was about a
manuf acturer. |'mselling sonebody, how do I know if
they're good or not? If they're valid or not. So that's
how it came up. Well, so do it.

MS. BLAKE: Ckay.

CHAI RVAN BAIRD: Do that today. Geat.

MS. BLAKE: Good. | think that resol ves all
of the action itens that we captured in the abbreviated
m nutes. There were a couple of others, and we have
e-mai l ed those individuals wth the specific questions
t hat were asked.

CHAI RVAN BAIRD: Ckay. |If | could go back
to the personnel section. What openings do we currently
have available in the departnent that are unfilled?

MS. BLAKE: The two openi ngs --

For the whol e departnent or just for Ofice

of Manuf act ured Housi ng?
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CHAl RVAN BAIRD: O fice of Manufactured
Housi ng.

MS. BLAKE: O fice of Manufactured Housi ng,
we currently have two positions opened and unfilled, and
one is an inspector position. Currently identified for
t he Tucson area. And the second one we have is an
i nstall ati on nanager position.

CHAI RVAN BAI RD: Ckay. Two questions, then,
as a followup. You have two m nutes to respond.

(Laughter.)

MS. BLAKE: Gosh, | feel |ike President
bama. Go ahead.

MR. QJEH. You' ve been wat chi ng sonmet hi ng on
TV, huh.

CHAI RVAN BAI RD:  |'ve been educat ed.

How are we handling their absences now,

t heir openi ngs now?

MS. BLAKE: Wll, we're handling that now
because in Tucson, for sone reason over the past several
mont hs, the volune in -- in newinstalls has declined.

And so one inspector down there is covering that area
efficiently by hinself. Long-termas things start to pick
up, obviously that doesn't work. So we need to fill that
position. But it's working right now

Wth the position that you'll all recal
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reported last tine, Betty Rosen had retired. W -- we are
handl i ng that vacancy right nowin a couple of different
ways. And primarily internal staff is picking up the
slack. The good news is that | think through training

t hat has been provided and the availability of the e-nmil
contact, and installers are always welcone to pick up the
phone and call ne, that we're managing it. And it's not
been an extraordi nary burden.

Now, having said that, it al so doesn't take
the programforward the way we want to do it in devel oping
it and making it better than what it is. So that's why we
will need to fill it at sonme point. W have to rewite
that position, and we have done that. But we're not able
at this point to have Departnent of Adm nistration review
it and approve it because they're going through a
personnel reform process, and there's basically a
norat ori um on revi ew ng those new j ob descri ptions.

CHAI RVAN BAI RD: Ckay. So we could hire an
I nspect or now?

MS. BLAKE: Well --

CHAI RMAN BAI RD: If we --

MS. BLAKE: W have the position open. W
currently don't have the funding in the budget to be able
to support hiring that position.

CHAI RVAN BAI RD: Ckay. | guess | need an

Griffin & Associates Court Reporters
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explanation on that. | don't know if anybody el se does.
What does that nean?

MS. BLAKE: Whuld you like to discuss the
budget ?

MR PALMA: Sure. |'d be nore than happy to

direct you to the eighth floor, OSPB, Ofice of Strategic
Pl anni ng and Budgeting. Unfortunately, our |evel of
funding that was granted to us for the fiscal year '13
does not cover the -- the nunber of positions that we have
avail able -- what we were hoping to have filled. W did

submt a suppl enental budget request. And that was

heavily docunented with the activities and -- and the
Increase in activities and all the -- all the data that
they would need to grant us the supplement. | think we

asked for 238,000, | believe.

So we're awaiting word fromthem
Supposedly, we should hear back fromthem by the end of
the nonth. So based on that request being fulfilled, then
we'l | take action on that position.

CHAI RVAN BAI RD:  Ckay.

MR PALMA:  We unfortunately cannot print
our own noney, so we don't have the options available to
us as the federal governnent does.

CHAl RVAN BAI RD:  Does the sane scenario hold

true for the manager position?
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MS. BLAKE: Yes. Those positions were
budgeted in the budget that was subm tted and approved,
and yet, you know, we have a shortage on funds based on
our needs. And so as Gene explai ned, unless we get the
suppl enental - -

If we get the supplenental, then, you know,
we can hire those positions once we've gone through the
ot her processes with Departnent of Adm nistration and so
on, on that position, reclassifying it, if you wll. But
t he funding would be there to fill those positions.

CHAl RVAN BAIRD: Ckay. So | think I
understand. These positions were included in the initial
budget .

MS. BLAKE: Correct.

MR PALMA:  Yes.

CHAI RVAN BAI RD: W have since used those
nmoni es for other things that we deened necessary?

MR PALMA: No. W just didn't get fund --
f unded adequately.

MS. BLAKE: W didn't get enough.

CHAl RVAN BAI RD:  So they cut your budget?

MR PALMA: It's kind of an inverse way of
| ooking at it is that because we had carryover bal ances
from ot her non-appropriated funds | ast year -- actually,

| ast year we were not adequately funded, but we were able
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to cover the deficit because of the carryover bal ances in
ot her non-appropriated funds. And al so because our use of
t he rel ocation fund, which has now di pped down to

50 percent -- 15 percent, excuse ne, and actually
accurately reflects our activities. Unfortunately, OSPB
did not take into consideration that we are not any | onger

accessing relocation fund by 24 percent. And that was a

probl em

So all that being -- is being worked out.
And hopefully they'll reward us for our cost efficiencies
and, you know, adequately fund us. And we -- just while

we're on the issue, we've also made it known that going
forward for '14, '15, and '16, our funding wll have to
I ncrease to keep up wth business activities.
Unfortunately, they're | ooking at the perspective of,
well, you did it with 1.7 in general funds two years ago
for two years in a row, you should be able to do it going
f orward

But as you all know, you know, business wll
hopefully increase, and so we -- we do need qualified
I nspectors and supporting adm nistrative services. So
let's just hope that they -- they're able to grant us what
we need going forward. But we've nmade it known. So it's
not |ike they don't know.

CHAI RVAN BAI RD: Well, i f business does
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I ncrease, that wll increase the anmount of funds com ng
into the departnent notw thstanding the 0SB, right?

MS. BLAKE: Well, sonewhat. But renenber
that the way the departnent is structured is that all fees
that conme in go into the general fund, and we're a general
fund agency. So we get a general fund appropriation, but
t he other revenue that we have comng in is noney that we
get fromHUD for a specific purpose. And then we have the
non- appropriated fund that Gene was speaki ng about, which
is the relocation fund. And in the past, as CGene j ust
said, we used it as a higher rate based on authorization
fromthose who were in decision nmaking positions at that
time. And now as a result of the Sunset audit and the
f eedback from stakehol ders, we need to reduce that. And
so the reduction of that, then, there's a gap between the
appropriation that we get and our ability to use the --
manage to the -- the percentages we want to bring down for
the rel ocation fund.

CHAI RVAN BAI RD:  Ckay. Thank you.

MS. BLAKE: So there's the gap.

CHAI RVAN BAIRD: | can report to the board
fromwhat |'m hearing across the transit |oop fromthe
i ndustry is that the Departnent's holding it together, you
know, pretty well. There are sonme issues but the --

the -- the willingness of Debra and several other of the
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menbers of her departnent have been -- their wllingness
to -- to communicate, and to accept phone calls, and to
call back, and to e-nmil, they're doing other people's
jobs as well, and that's what's been able to keep it going
in nmy estimation, and that's what |'m hearing from
everybody. So it's working. |[If business did get better
fast, we would be in trouble.

MR QJEH. See, that was -- | was thinking
about that, too, Sam \Wat if hypothetically, say the
enpl oyee i n Tucson, you know, is on an extended, you know,
absence. What happens to -- to his duties there? | nean,
we are in the business of extended quality custoner
service, and we are al so nmaking noney, so | think |I don't
know i f the situation is conmuni cated, you know,
appropriately to the -- the eighth floor, as, you know, he

menti oned. O one person and just one person doing all of

that, it just puts too much strain, | think. Even if he
has a |ight workload. |If activities pick up, is there
anything that we can do to -- as a board to make that
happen?

CHAI RVAN BAI RD:  What kind of help would you
need? | think his question was, what can the board do to
help you with the eighth floor to obtain proper funding,
especially if business does increase. |It's not going to

wait for the eighth floor to say okay; it's going to
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happen on its own, whenever that is.

MR PALMA: Wl l, M. Chairman, obviously
t he Departnent appreciates your support, the board's
support, the industry's support. And should you find it,
you know, sonething that you would |like to do, you can
al ways put in a phone call, wite a letter, or, you know,
just express that support. That you think the Departnent
I's doing a good job, and that you want that -- the |evel
of services rendered by the Departnent to naintain and
grew. And so, therefore, any resources that the State
could -- we're not asking here for 2 mllion; we're asking
for a few hundred thousand --would be truly appreci ated by
the industry and by the board. So that's -- that's
obvi ously your -- your call. And if you would like to do
that, then we woul d appreciate it, obviously.

CHAI RVAN BAI RD: Woul d that be appropriate
with the current request you have submtted? To do
sonething in support of that request?

MS. WLLIAVS: Be careful because you' re on
a general personnel update topic, so you can't get too far
afield on this discussion.

CHAI RVAN BAIRD: But it is a personnel
update. We're tal king about openings, and we're tal king
about noney to pay for those openi ngs and where do we

obtain that. So | think we're right on point.
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MR QJEH | agree.
MR PALMA: 1'Ill leave that to your
judgnent. If you think that's supporting the Departnment
in the having -- hiring personnel to provide the services
t hat your industry needs is sonething you think is
I nportant, then, please, that's obviously your -- your
deci si on.
CHAI RVAN BAI RD:  Ckay.
M5, WLLIAMS: Well, it's nothing they can

t ake action on --

CHAl RVAN BAI RD: W can do that individually
or can do it as a group or both.

MS. BLAKE: Well, and that's what | was
| ooking at the statute for. | think as a board, you can't
t ake action today because this is not an agendized itemto
t ake action on, but should you decide that you wanted to
do it in the future as a board, you would have to | ook at
the powers and duties of the board and find an appropriate
statute that you could wap it around.

I mean, obviously what this board -- one of
the things you re enpowered with is establishing the fees
to be in the 95-105, and so that nmay be an approach that
you woul d take in terns of the whole, the budget thing,
the fees going to the general fund, the appropriation, so

on and so forth. There's nothing that prevents you from
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doing it as an associ ation, as individual businesses, or
I ndi vidual citizens. And so --

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: -- does that hel p?

MR QJEH: Yeah.

CHAI RVAN BAIRD: One other point. | wll
say this. Qur conpany, C ayton Hones, we have about half
the business in the United States right now, okay. And we
are expecting business to double over the next four years.
Qur business to double. 1'mnot speaking of Arizona. |'m
speaking nationally. But we're expecting it to double.

I f our business doubled in Arizona over the next four
years, there would have to be a giant el evation of service
support, and you know t hat.

MS. BLAKE: Correct.

CHAI RVAN BAI RD: Not sayi ng anything. W
know t hat .

MS. BLAKE: Just along that l[ine with
per sonnel again, you know, are we staffed to support you
in the way you need supported, like the different
busi nesses? |If we have that kind of a significant
i ncrease, the answer is no, obviously. However, nost of
our staff is cross-trained. And so, you know, we have
staff who are not currently supporting in-plant

I nspections, staff that is not currently supporting
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in-the-field inspections for installations, but have the
training and the knowl edge to be able to do that. So we
can throw resources around a bit. It's not going to

support that huge increase; we'd have to hire staff. But

we have sone cross-training to help address the short-term

| ssues.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: M. Chairman and Board Menbers,
the last itemthat | had under that Depart nental

I nformation, and this is just a verbal update, kind of
along with Chairman Baird was just saying, is that, as you
know, there is information put out from HUD and ot her
organi zations that report production increases in the
I ndustry. And the one that came out in Septenber | ooked
at production through August.
Now, Arizona never nakes the list of the top
ten in terns of volune of production. And percentage of
I ncrease. But these reports look at that. And so what
t he nost recent report, again, |ooking through August,
conpared nationally, how the production trends have gone,
and in general it's about 17-point -- | want to say .9 --
17 to 18 percent across the nation. And so just because
CHAI RVAN BAI RD: As an increase froml ast

year ?
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MS. BLAKE: As an increase --

CHAI RVAN BAI RD: Sane tinme period?

MS. BLAKE: Yes. Thank you. January
t hr ough August 2012 conpared to the prior period for | ast
year. So | thought, hmm | don't think it's that high in
Arizona but let me |look. Well, surprisingly, when I did
|l ook at it, the good news is, |looking at that sane peri od,
January through August, conparing the two years, the
production of HUD units -- this doesn't include FBB -- the
production of HUD units in Arizona is up 22.5 percent. So
not where y'all want it, but it's good news.

Now, based on that production, nost of that
vol une is being shipped out of state. And therefore, the
I ncreases in the dealer sales is only up about five
percent, but it's still going in the right direction. The
increase for installers, so a |lot of these, obviously,
preowned hones that are being installed a second tine, is
up over nine percent. So | think it's alittle good news.
It's not fabul ous news.

CHAI RMAN BAIRD: It's great news. Let ne
clarify one thing. Wen she said, nost of the production
I's going out of state, she neant nost of the increase in
production is going out of state.

MS. BLAKE: Correct.

CHAI RVAN BAI RD:  Mbst of the production is
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staying in state. But nost of the increase, the
22 percent, that is going -- that has -- has conme from out
of state as the manufacturers have expanded their base and
done what they've had to do to stay in business, it neans
traveling hones farther. M conpany, ny plant, we deliver
honmes to Wom ng, for exanple. So --

MS. BLAKE: Thank you for that
clarification. And one other point of clarification, sone
of that volunme produced in Arizona does stay in Arizona,
but it goes to the tribes. So we don't have jurisdiction
over the dealers of the installation there. And there's
been an increase in sone of the mning areas, Miyrenci and
ot hers, that have increased sone production. And that,
again, is a no jurisdiction for us in terns of
installation. So --

CHAl RMVAN BAIRD: As are --

MS. BLAKE: ~-- | think those are kind of
fal se nunbers in sonme way.

CHAI RVAN BAIRD: Not false. | think they're
accurate. You just have to understand they're just
nunbers that can be --

MS. BLAKE: Right.

CHAI RMAN BAIRD: -- as we |earned | ast
night, interpreted several different ways. But there's
several businesses going to Mexico as well, sone m nor
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concerns there, that the Departnent doesn't have
jurisdiction over.

MS. BLAKE: Yes. Thank you. That's the
ot her one.

CHAl RVAN BAI RD: So there's severa
different ways. But all in all, business is about the
sane as |ast year for -- for Arizona. |If you |ook at just

for Arizona, what stays here, it's about the sane.

That sane report that -- you all have
probably seen that report. | nmay have sent it to you
individually. And there's another way of | ooking at
Ari zona. Rather than | ooking at the production nunbers,
you can | ook at the other word, which is called shipnent
nunbers. And those include anything that was produced
anywhere but ended up in Arizona, okay. So we have
Cal i fornia manufacturers shipping into Arizona. W have
New Mexi co factories shipping into Arizona. And so that
one is, if you want to |look at Arizona, forget about
production, go to shipnents. That's what we're getting.
That's what the association deals with in their budgets is
what's here, not what goes outside. Because when we ship
sonet hi ng i nto New Mexi co, we pay the New Mexico
Associ ati on dues instead of Arizona dues, and California,
and U ah, and Nevada, and Woning. So --

MS. BLAKE: Ckay. Thank you, M. Chairnan.
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CHAl RVAN BAI RD:  You're wel cone.

MS. BLAKE: Next item on the agenda.

CHAl RVAN BAI RD:  Next item would be --

If we're done with this one. Anybody have
any questions? This is kind of a state of the state from
the departnent. | think it's very good. Thank you very
nmuch for that. This is working out very well, | think.
Just kind of a trial balloon we threw out there, and it
ki nd of worked. | think everybody understands a little
better.

The next itemis the financial report.

MS. BLAKE: Correct. That starts on page 15
Is the first one |I'd like to draw your attention to. The
report you find here is for the nonth of June 2012, which
is also the end of our fiscal year. And although it's not
i ndi cated on here, in terns of the percentage of
proration, it ended up at 92.7 percent. Again, our goal
I's between 95 and 105, so we weren't quite there, but we
didn't mss it by much. O course, this June report does
not reflect the increase in fees for the installation
permts. And that you will see -- begin to see on the
July report.

If you will turn to page 18 of that, this is
just kind of, again, end of fiscal year. This is the sum

total for fiscal '12 year-to-date, of how the revenue
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breaks down. And you'll see that 27 percent of the
revenue we bring inis fromHUD paynents. The next big
one is fromrenewed |licenses, FBB permts, and so on.

And then on the next page, page 19, and that
Is the breakout year-to-date, if you will, for -- I'm
sorry, it's not year-to-date. That's for June only. But
this | ooks the same for nost nonths. Eighty-five percent
of the expenditures are related to payroll, followed by
in-state travel, which includes the fleet and fuel, things
li ke that, that we maintain to do our jobs.

And then the rest of the information there
on page 21 through 26 are the -- just a repeat of the
Information that you get nonthly via e-nmail from Ayde. It
tells you about activity with new | i censees and gi ves you
specific informati on about them the type of license, and
so on and so forth.

MR OJEH Just a comment, M. --

MS. BLAKE: Begi nning on page --

CHAl RVAN BAI RD:  Yes. W have a comment.

M5. BLAKE: I'msorry. Yes.

CHAI RVAN BAI RD:  Zeek?

MR QJEH. Thank you, M. Chairman.

Wuld it be possible, Debra, to -- |I'm
| ooking at this page 17, 18, and page 19. | see the

per cent ages, but would it be possible to have the actual
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nunbers, you know, on the sane page so -- and nmaybe nake
that, you know, half of the page, and then the other half
woul d be the graph, so it would be easier for people to
see 21 percent is -- and |'msure the nunbers are here
sonmewhere in this financial report.

MS. BLAKE: Yes. The nunbers are on page
15. But sure, we can add the -- the doll ar anount.

MR QJEH. Unless -- unless if, you know,
t he board doesn't want that. But |I'mused to seeing
things |ike that and then not having to go back and -- and
do this. But | don't know. It's just formality, just --

MS. BLAKE: Wuld you like to poll the board
and --

MR QIJEH. Sure. |If they want it, fine; if
t hey don't --

CHAI RVAN BAI RD:  Wul d you like to see the
dol I ars? No?

Neal ? No.

MR GLEESON: | don't care.

CHAI RVAN BAI RD: Paul ?

MR DESANCTIS: It probably woul d be easier.

CHAl RVAN BAI RD:  You probably have the
nunbers before you have the percentage.

MS. BLAKE: We have all the data.

MR QJEH. They do. Oherw se they won't
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have this.

MS. BLAKE: It would be very easy for Ayde
to do that for you.

CHAI RMAN BAI RD: M. Chick?

MR CHCK: | wuld like to-- I"dlike to
support Zeek's like report.

CHAI RVAN BAIRD:  All right. Do we need to

vote on this, or can you just do it?

MR CH CK: As an accountant, | find that
very, very hel pful. And gives you a relationship as to
t he vol une.

MS. BLAKE: |I'msorry, Art. | mssed the

begi nni ng of that.

CHAI RVAN BAI RD: He was saying that as an
accountant --

| won't speak for him Go ahead.

MR CH CK: As an accountant, | Ilike
nunbers, but it also gives ne a sense of relationship as
to the magnitude of the expenditures we're tal king about
and the dollars we're involved in. And if we have them
why not |ist them

CHAI RVAN BAI RD: So Debra's agreed to, on
behal f of the Departnment, to do this.

| do have a comment here before you -- if

you could turn to page 18. This was our 19 -- our 2012
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revenue breakdown, fiscal 2012, which was July of '11
t hrough June of 12.
M5. BLAKE: Yes.
CHAI RMAN BAIRD: | think that's right. | am

surprised that the FBB contribution is over 28 percent. |
had no idea that that type of -- you know, obviously we
have representatives here on the board fromthat industry
-- but I"'msurprised at that, and |I've been in the

busi ness forever. If you |look at the plan review, the
permts, and the insignias, that's 28 percent added to

t hat .

MR. GLEESON. And the FBB i nspections.

CHAl RVAN BAI RD:  Par don?

MR GLEESON: And the FBB -- well, there's
not hing on there --

CHAl RMAN BAIRD: It's FBB, which are
maj orally commercial. So the comrercial industry is, you
know, over a fourth of our support to this departnent.

MS. BLAKE: Right. And I think through the
past board neetings, we've also seen, in |ooking at these
reports, an increase in the permts. Renenber their
permt fee structure is based not on a flat rate like it
is for manufactured hones; it's based on the linear -- the
| inear feet. And so they pay a nmuch heftier fee for a

permt.
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CHAI RVAN BAI RD: Ckay. | just -- you know,
part of what | had in mnd, you know, as when | becane
chai rman was to see how quick | could get out of being

chairman. But the second thing was |I've sat through a | ot

of these neetings over -- this is ny third term and, you
know -- and spread apart by a few years as well -- but
there wasn't a lot of information -- a lot of -- there

wasn't a | ot of understandi ng anongst the board nenbers,

t hought, about really what we do and how we do it. So
that's one of the reasons -- that's one of ny charges that
|'"ve given nyself is to try to help everybody understand

as nmuch as possi bl e.

By doing that, I'mlearning nore nyself as
wel |, even though |'ve done this since 1972, okay. Still
there's amazing things, like this fact right here, | had

no idea. And ny goodness, that's huge. You know, over a
fourth of our business is right here, in commercial. You
know, which is great. So -- so that's the only reason

brought it up. And if | bore you with sone of these other

questions that I'masking, I"'mtrying to just seek a
br oader understanding fromus all. That's all.
Next .

MS. BLAKE: Thank you, M. Chairman.
What you see begi nning on page 27 is the

first nmonthly report for the fiscal '13, which began on
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July 1st. W really haven't done a huge conparison to
this yet. And we'll just continue to be |looking at it
over the next few nonths in the first quarter to see where
we're at with proration, see where we're at with revenue
coming in on the -- on the different categories, and so
forth.

CHAI RMAN BAI RD:  But we can conpare prior
year to -- prior year's July, so 2011 July to 2012 July's.
| nmean, you have that information on here.

MS. BLAKE: Yes.

CHAI RVAN BAIRD: So that's a good
conpari son. How many people, et cetera, et cetera.

MR. GLEESON: The FBB' s al nost doubl e.

CHAI RVAN BAI RD: |"msorry, the FBB's --

MR GLEESON: The FBB is al nost doubl e.

CHAI RVAN BAI RD:  Yeah.

MR GLEESON: And engi neer reports.

CHAI RVAN BAI RD:  Yep. Ckay.

MS. BLAKE: Ckay. And then the final
financial report that is in your packet for this board
nmeeti ng begins on page 34, and that is the information for
August .

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: Any questions about that before

we nove to the next agenda itenf
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CHAI RVAN BAI RD: No.

Next agenda item woul d be, then, fee
structure, which is one of the mandatory standing itens.

MS. BLAKE: And what's presented for you
begi nning on page 42 is in every one of your board packets
every tine we neet, is just the fee schedule for the
current fiscal year.

CHAI RVAN BAI RD:  And there's no changes --

MS. BLAKE: No changes.

CHAl RVAN BAIRD: -- fromthe previous tine.
And these went into effect July 1st.

MS. BLAKE: Correct.

CHAl RVAN BAI RD:  So we've had a coupl e of
nont hs, three nonths to get sonme extra i ncone going.

So --

MS. BLAKE: Ckay.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: Next agenda item

CHAI RVAN BAI RD:  Any comments on the fee
structure? No.

Wien do we have to redo these again? W
don't have nmuch tinme. It seens to go by so fast, but
seriously.

MS. BLAKE: In our April neeting, if not

bef ore, because you have to nmake a decision as a board
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bef ore May 15t h.

CHAI RVAN BAI RD:  So we've got a coupl e of
board -- one --

How many nore board neetings before then?

MR GLEESON: Two.

CHAI RVAN BAI RD: Two. So we have a couple
board nmeetings. So | think next board neeting, we ought
to express sone initial 1ssues, and probably get that as
an agenda item

MS. BLAKE: And we'll have five or
six nonths of data --

CHAI RVAN BAI RD: By t hen.

MS. BLAKE: -- on the financial reports that
we'l |l present to you probably at the January neeting j ust
to tell you what we're on track for. And then, obviously,
the information will be presented to you with sone
recommendati ons for the April neeting, where you'll need
to make your deci sion.

CHAI RVAN BAI RD: The reason | say that is
| ' ve been involved nany years, and it's always April. For
the first tine we're seeing it, we're supposed to be
voti ng, boom instantly, and it's like, let's -- let's
don't that to ourselves again. |If we can go a little bit
before, at |east have an idea of what we're tal ki ng about

here. GCkay. Geat.
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Recovery fund. Are you just doing
everyt hi ng today?

MS. BLAKE: We're doi ng everything. Wen
you get tired of hearing ne talk, just say.

CHAI RMAN BAI RD: Not at all.

MS. BLAKE: And |I'Ill be quiet.

Ckay. Page 44. This is the chart we
provide for you every board neeting. This is the current
status of the recovery fund. The bal ance as of
Cct ober 1st was 165,000 plus. The claimthat has been
pai d since this was produced is $101,000 claim And
again, | think I nmentioned at the | ast board neeting, this
Is the last of the House Mart recovery fund cl ai ns that
were the big dollar hitters. Part of that $900,000. So
this was the | ast payout on this one. The reason it's
taken a while is this particul ar case went through a
coupl e of appeal processes. And so it's taken this |ong
to get a final decision on it.

So | ooking at it, again, as of COctober 1st,
assum ng that claimhas been paid, which it has at this
poi nt, we have $64,600. W are -- in the past we were
gi ving you the average nonthly deposit over a year period
of tinme, and it was al ways 8,000, 8,000. And so Mary Ann
and her staff, | asked themcan we | ook at the three-nonth

period that we're actually reporting to you in this
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bookl et and gi ve us that nunber? Because renenber the
nont hly deposits cone not only fromrecovery fund fees
that are paid in but also the interest that is paid
monthly on the -- the cash -- the cash bond fund.

And so for this particular period, there was
a deposit of $10,285, which brings the current bal ance at
about $75, 000.

CHAI RVAN BAI RD: Now, this 101, 000 that we
paid out, that was to a custoner who had paid cash to --
for a hone and they never --

MS. BLAKE: Yes.

CHAIl RVAN BAIRD: And the retailer ran off
w th the noney.

MS. BLAKE: Correct.

CHAl RMVAN BAIRD: Ww. Do these fees --

Al so, what if we hit sonebody's bond? Were
does that noney show? Were does that show up? It would
be in -- inthis 10,285 if we were to go after sonebody's
bond and actually get it?

MS. BLAKE: No. This is just the deposits
that go in. If we're successful in collecting a bond, it
woul d go into the running total.

CHAl RVAN BAI RD:  Ckay. Sane difference.

MS. BLAKE: So whatever the bal ance is, we

woul d make that deposit into there.
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CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: And on the next report, we'll
updat e that.

MR QJEH: | just have a question on this
page, M. Chairnan.

CHAI RVAN BAIRD: Certainly.

MR QJEH: Wat is -- is this 74 the anpunt

you have left fromthe 165, is that what this page is
sayi ng?

MS. BLAKE: Yes. The calculation is the
bal ance m nus any clains that are waiting to be paid --

MR. QJEH. Because |'m | ooking at that |ine,
It says zero, and that just threw nme off. So the 165 is
supposed to --

MS. BLAKE: Well, let's tal k about those --
those different areas. So there's three statuses of a
recovery fund claimapplication that we receive. The
first one is it's been to hearing, and we're just waiting
for the appeal tinme to run to issue the paynent. kay.
And that's that 101.

The next category is we've received a claim
we' ve scheduled it for hearing, but it hasn't been to
hearing yet. But we know the anount they're claimng, it
doesn't nean it's the anount the judge will award. But we

need to consider that when we consi der what the bal ance
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could be, m ght be.
And then the third one is we have the claim

but we haven't scheduled it for hearing. So in the past

what we've done -- and if you want it expressed
differently, we can certainly do that -- is we take what
t he bal ance is, and we would -- we would basically m nus

all those potential amounts off, add in the nonthly
deposit, and give you an estinmated running total once all
clains are paid.

CHAl RVAN BAI RD:  Just |ike a worst-case
scenari o.

MS. BLAKE: It's worst-case scenario, but if
It makes nore sense to do it a different way --

MR, QJEH. Just on the standard concept,
just rooking at it, you know, | don't know, you know. |
under stand what you're trying to say. You know, | would
probably present it differently, but --

MS. BLAKE: Do you have a suggestion for how
you'd like to see it?

MR QIEH: Well, if the balance that we have
is 165, then everything should be, you know, in the sane
colum, that this is what we started with, these are, you
know, the clains that, you know, we've paid. These are
the clains that we think we're going to pay. And then,

you know, in just one colum you see the nunbers fl ow ng
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properly.
Now | ' m goi ng through nultiple colums
trying to figure out, you know, which one -- which one is

which. Normally, you know, if you | ook at where it says

zero here, zero -- you can't have zero and then have a
positive -- and have a positive nunber. It doesn't flow
properly.

MS. BLAKE: Ckay. W can reformat this --
VR QJEH: Does that nake sense what |'m

trying to say?

MS. BLAKE: -- |ike an accounting fl ow

MR QIJEH It's not -- if everybody
understands it, it's okay with me. You know, | just -- |
just want to -- this is not a big deal.

CHAl RMAN BAIRD: It wasn't in a row, but I
just |like the 165 m nus 101, that's 64, plus 10 is 74.
That's what | did, you know, so -- but I'mnot an
account ant .

MS. BLAKE: It's just as easy for us to
format it in a different way. So at your request, we'd be
happy to do it.

CHAl RVAN BAIRD: | do |ike the worst-case
scenario. That's what we're charged with is | ooking at
how we're going to fund that.

MS. BLAKE: Ckay. So do we make a change to
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this or not?

CHAI RVAN BAI RD:  Zeek, we can change it if

you want .

MR QJEH: | nean, it's up to the board. |If
everybody, you know, likes it the way it is, it's fine
wth nme. You know, I'mjust a team player. | know even

iIf I"mlooking at colums |like this, you know, they have
to nmake sense, and they have to flow But if everybody
understands it, it's okay with ne.

CHAl RVAN BAIRD:  We' Il discuss --

MR CH CK: Excuse nme, M. Chairman.

CHAI RVAN BAI RD: Certainly.

MR CH CK: There's nothing contam nating

this -- the schedule, is there? | don't see any estinates
being -- everything is actual dollars that I'm | ooking at.
I n other words, we have $74,938.72 in the bank. |Is that a

true statenent?

MS. BLAKE: Yes.

MR CHCK: And if we had clains not
schedul ed for hearing, that would not -- how would that
affect the -- the bank account? It would just --

MR QJEH: That, it wouldn't. That isn't
t he issue.

CHAl RVAN BAIRD: It wouldn't affect it, but

potentially we'd have to pay those clains out.
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Potentially, we'd have to pay both of those col ums, both
of those sections out. So what we've done in the past, |
t hi nk, what the Departnent's reported to us, is that we

just kind of added it up to kind of see worst-case

scenari o, we've got 75 grand. If one was 30 -- both were
30, 000, then we'd figure, oh, we're still -- if the
wor st - case happens, we've still got some noney. W

haven't zeroed it out.

MR CHCK: But if there was a hundred --

MS. BLAKE: W can do it like credits and
debits and give you balance, if that -- if that makes nore
sense.

MR QIJEH. | -- | don't have anything, you
know, the nunbers, you know, are what they are.

MS. BLAKE: Ckay.

MR QJEH | try, you know, when | present
nunbers, you know, to try to break it down to where non
you know, accountants can look at it and it nakes, you
know, nmeaning to them w thout having to do nmuch work. And
that was what | was striving at. Not, you know, the
nunbers thensel ves but nore the presentation. That was
what | was tal ki ng about.

MR HANEY: And when we sit here and we | ook
at this, and we discuss it, and we know exactly what it

nmeans. But if sonebody were to cone along two years from
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now and pull this report --

MR QJEH. They would be -- they would be
doing like this, what is this, what is that, you know, and
-- and --

MR HANEY: So fromthat -- fromthat
per spective, yeah.

MR. QJEH. The nunbers thensel ves are okay,
It's just the presentation.

MS. BLAKE: Wiy don't we take it into an
action item and we'll reformat this into nore of a
debits, credits, balance type thing. ['ll present it to
you at the next board neeting, and you can nake a deci sion
on -- on the presentation at that point. Does that work?

MR QJEH. Sure.

CHAl RVAN BAIRD: Great. And then the two
claimitens that are unknown, you could just put
"potential" by those or something |like that so we know
that those aren't really hard dollars, that's just the
potential that could cone against it. R ght?

MS. BLAKE: Wll, it's not a potenti al
claim

CHAl RVAN BAIRD: No, it's a potenti al
expendi t ure.

MS. BLAKE: The dollar anmount --

Ckay. So you want to work on the | anguage
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for that.
CHAI RVAN BAI RD:  Arthur, are you okay with
t hat ?
MR CHCK Wll, |I don't see anything wong
with what -- clainms that have been schedul ed for hearing

and are waiting hearing date. Those are clainms that
sonebody says, you owe ne this. It hasn't been -- to be
determ ned, settlenent. And then the clains not schedul ed
for hearing, that's again, that's a potential liability,
but it's not an actual cost.

So if I know how nuch noney we had in the
fund, and if | know how nany potential clains outstanding,
then it gives you a sense of where the fund's at. And
because it has no weight, no bearing on what's actually in
t he bank.

CHAI RMAN BAI RD: None.

Ckay. So try it next tine. Try a different
format, we'll look at it, and we'll probably like it
better.

MS. BLAKE: Ckay.

CHAI RVAN BAI RD: Okay. On the agenda, you
had next to tal k about the new escrow | aw and the recovery
fund fees.

MS. BLAKE: Thank you.

Begi nni ng on page 48, what you see here is
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just a printout of the new statute. W' ve tal ked about it
many times. |'mjust providing this as a resource
docunent for you. And then the follow ng pages, 51, 52,
and 53, tal k about the recovery fund itself.

And just a couple of points | wanted to nake
to the board to keep you inforned is we had -- departnent
staff, Donna specifically, and I, have had several
conversations with licensees to provide clarification. W
nmet a couple of weeks ago with Arizona Housi ng Associ ati on
and a couple of their nenbers. Because as we started to
get questions, and they were good questions, we had to
rel ook at the statutes and say, okay, what does it say?
Because we don't, obviously, establish the | aw;, we enforce
it.

And one of the questions that cane in that
we needed clarification on, and we did get it, was all new
home sal es have to use the services of a third-party title
conpany. That -- that's what this says. The question
cane about is what about preowned, used honme sal es?
Because as part of all the discussion prior to the bill
and now the law was that if the sale of the hone was over
$50, 000, you had to offer the consuner --

Sorry, | just need to | ook at this one quick
second.

Ckay. Thank you. And, Donna, junp in and
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correct ne if | say sonething wong. She works with it
every day; | don't.

So used hone sal es that were $50, 000 or nore
had the option --

MR HANEY: Under.

MS. BLAKE: |I'msorry. New honme sal es
$50, 000 or nore also had to use the services of a
third-party title conpany. Hones that were -- used hones
$50, 000 -- |l ess than $50,000 had the option. The deal er
could continue to use a trust account or escrow account at
hi s bank that he or she had total control over, but it had
to | eave the consuner the option to use a title conpany.
Ckay.

So here cones the question about recovery
fund. The original premse was | -- | thought we
under st ood, was that using the services of a third-party,
I ndependent title conpany minimzes the risk to the
consuner's noney for a dealer to msuse it. And so,
therefore, if you have that tighter control in place,

t hose who drafted the new | aw deci ded that they did not
have to pay the recovery fund fee into the recovery fund.
So today it works now, they sell a hone and they pay a
fee, currently it's $30, into the recovery fund. So that
was part of that decision, and it's now part of | aw.

But then when we | ooked at it, what the | aw
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currently says is, all new hone sal es have to use a
third-party title conpany and do not pay into the recovery
fund. So no fee is paid. Al the used hone sal es,
regardl ess of the threshold or the price, regardl ess of
whet her they use a title conpany or not, have to pay the
fee, the $30 fee, into the recovery fund.

MS. GRANT: No.

MS. BLAKE: No?

MS. GRANT: No. Used hone sal es under
50, 000, regardless of whether a title or a broker house
was used, nust pay the $30. A used hone sal e $50, 000 or
nore, you do not because it does not fall under
Subsection D, as stated in AR S 2189. That's what we
deci ded.

Because they drew attenti on to Subsection D
only, the indication was that the used hone sal e under
50, 000 was the one that was subject to recovery fund
regardl ess of where the transaction took place, through a
bank or through a title conpany.

2189(A), it says, in addition to paying the
| i cense or renewal fee, they' re going to al so be subject
to paying a recovery fund --

MS. BLAKE: Ckay. So we're on page 48 at
the bottom Section D. Thank you, Donna.

Ckay. So what that neans now is the only
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sales that have to pay into the recovery fund are used
homes under $50, 000. What that neans to the recovery fund
is a very small anount of noney in fees coming into the
recovery fund to build its bal ance, which again is at
about $75,000. So it's going to be a sl ow grow h.

Now, we already know that the interest from
cash bond continues to go in there, and so we're going to
be averagi ng, you know, a steady flow, but not as what it
had been in the past. However, there's nothing that we' ve
read that limts any consuner fromfiling a cl ai magainst
t he recovery fund.

CHAl RVAN BAIRD: Even if it's under escrow?

MS. BLAKE: Even if it's under escrow. And
| think the thought process is we really m nim zed the
opportunity for a consuner to have to file a claim but
that option is still there.

MR HANEY: A couple of things. Nunber one
Is | don't renenber -- and | can't see it, where it says
If you're using third-party escrow, you don't have to pay
it into the recovery fund, is that what you' re sayi ng?

MS. GRANT: The understandi ng that we have
when the |aw was drafted is that if you use a title
conpany -- this is what we got fromour neeting with Scott
Butler and all them-- that if a title conpany was bei ng

used, they weren't going to have to pay into a recovery
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fund. But when we | ooked back and | ooked at the wording
of 2189(A), that's not what it's saying.

MR HANEY: It was never ny understanding
that the intent was that the recovery fund paynents woul d
not be made into the recovery fund. Because the initi al
pur pose -- ny understanding, and | could be all wet here
-- was that the initial thrust of doing this with the
trust account was that a deal er could not take $100, 000
and abscond with it until there has been sone ownership
and sone things take place. That never will prevent an
after-transfer problemfromcom ng up, to which the
consuner is entitled to have sone conpensation. And so |
don't renenber it ever being put into the statutes that --
you know, we did discuss in board neetings, ny
recollection is, that at sone future tine, we may be able
to lower that amount. That's a fee that's set by the
board, as | recall.

MS. BLAKE: Correct.

MR, HANEY: And so that should sonme future
tine that fund get built up, we could either |ower or drop
that fee. Because there have been tines in the past when
it reached a certain anount that that fee was dropped.

But | don't -- | don't recall our discussion centering on
the fact that if we set up this trust account, that that

recovery fund fee --
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MS. GRANT: You nean the title conpany?

MR HANEY: Pardon ne?

MS. GRANT: Are you talking about the title
conmpany, not a trust account?

MR HANEY: Right. Third-party escrow. M
recollection is not that we ever discussed at that tine
that that would replace or totally do away wth the
necessity of the consuner fund -- consuner recovery fund.

MS. GRANT: Are you talking about the
assessnent fee? |'msorry.

MR HANEY: The $30.

CHAI RVAN BAIRD: Is it nentioned in the | aw?

MS. GRANT: |If you | ook under 2189(A) --

MS. BLAKE: Page 52 of your handout.

MS. GRANT: Page 52. The way that it's
worded, it says, let's see, the deal er or broker of
manuf act ured hones, nobile honmes or factory-built
bui | dings shall pay, in addition to the |icense or renewal
fee, a fee established by the board of not to exceed $50
for each unit that is sold and that is subject to Section
2180, Subsection D.

Subsection D is only tal king about used hone
sal es for under 50, 000.

MR. HANEY: And was that statute changed the

sane tine the other ones were?
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MS. GRANT: M/ understanding is it was, but

| did not see it right away until --

MR HANEY: | never saw it --

MS. GRANT: | never caught it right away.

MR, HANEY: | never saw it -- well, |
shouldn't say | never saw it -- | don't renenber ever

havi ng seen that --

Well, | know what it's saying, but | didn't
realize that this 2189 --

MS. GRANT: This had to have been added in
to say Subsection D because this was not existing. The
ability to have a trust or escrow account was always in
2180(A) until the |aw was revised effective July 1. So
this has got to be sonething that was changed by whonever

MS. BLAKE: Yes. And | have, if | may, the
statute prior to the new change.

MR HANEY: Ckay.

MS. BLAKE: And the 2189(A) -- bear with ne,
"Il just read it briefly -- is that the sane peopl e,
deal er or broker, who deals in all of these products, in
addition to the license or renewal fee, pays a fee
established by the board. At that tine not to extend $30.
It was updated after that to 50, but not part of this new
| egi sl ation, for deposit into the consuner recovery fund.

There was no delineation by what type of product had to
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pay into it. This was changed and added wth the new | aw
that went into effect July 1st.

MR HANEY: | don't renenber that ever being
part of the discussion, ever, ever. But apparently, it is
in the statute now.

MS. BLAKE: It is in |law now  But
obvi ously, just need to bring to your attention that neans
the recovery fund is going to build extrenely slowy.

MR HANEY: Are we allowed to -- are we
all owed to discuss this now?

MS. WLLIAMS: It's on for the new | aw

CHAl RVAN BAIRD: We're on point. [It's an
agenda item

MR. HANEY: Yeah. Like | said, | don't
renenber it ever being part of the discussion. It nay
have been part of the way it was witten originally, |
don't know. But | know it was never part of the
di scussion. And ny recollection of the discussion was
never that -- that having an escrow account -- requiring
the use of a third-party escrow woul d ever do away w th
the full need for the recovery fund because the prinmary
thrust of it was to make it much nore difficult for
deal ers to take hundreds of thousands of dollars in
deposits and run off with it wthout transferring title or

delivering goods. It did nothing to prevent
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after-installation problens fromcom ng up that would
still be recoverable fromthe recovery fund.

MS. BLAKE: Right.

MR HANEY: And so |l -- 1 -- 1 do recal
sone di scussions about that there mght be a tine in the
future when the fund was rebuilt that that fee could be
| owered or done away with on a tenporary basis, never that
It was going to be done away with on all but used hone
sal es under $50,000 that don't use a third-party escrow.

MS. GRANT: Well, they do have the option to
use it. You have to give the buyer the ability and the
seller consent. So there's still a possibility the title
conpany's going to be used. But the way the law s
witten, it's not going to matter whether they use title
or not, they've still got to pay --

MR HANEY: So only -- only used hones under
$50, 000 are going to be assessed the fee.

MS. BLAKE: And that's regardless of if they
use a third-party escrowtitle conpany or not. Used hones
under 50,000 have to pay into it.

MR HANEY: | wonder if that m ght be a
poi nt of industry discussion to address in the next
| egi sl ati ve sessi on.

M. Anderson?

CHAI RVAN BAI RD: First of all, is it
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appropriate to --

MR HANEY: OCh, |'msorry.

CHAl RVAN BAIRD: -- get sone input fromthe
presi dent of Arizona Housi ng Associ ati on?

MS. WLLIAMS: It's your call

CHAl RVAN BAI RD: M. Anderson

MR- ANDERSON: Yes. | -- | was involved in

drafting the bill, and this was in there fromthe

begi nning, and it was explained to everyone. And |I'm not

sure if the board had that privilege, but all the industry
contacts, all the stakeholders with AMHO and MHCA, that

t horoughly was di scussed. That was part of the bill, and

It was part of the intent fromthe begi nning.

Also in the bill was a all owabl e i ncrease by
the board to increase it fromwhatever it is up to $50.
Currently, preowned home sal es quadrupl e new home sales in
the state. There is enough noney -- | mean, we -- we
anticipated it would take a couple years before, you know,
t he escrow t hing woul d get caught up because, as Debra has
poi nted out, there's a two-year period where sonebody can
file against the recovery fund. But we felt that with the
preowned hone sales, that there would be enough income
com ng in during that two-year period. Because they do --
| mean, they do quadruple new honme sales. Hopefully

that'll change, but usually they do out pace new hone sal es
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by at | east doubl e.

So -- so that was a provision in the | aw,
and it was widely explained to all parties. The only
chi nk was what Debra brought up, and that's preowned hone
sal es bel ow 50, 000, we thought that that person that got a
third-party escrow would not have to pay into the recovery
fund, but that m ght represent one or two percent of the
transactions. Because nost of the preowned hone sales are
going to go through trust as opposed to third-party.

CHAI RVAN BAI RD: Thank you.

MR HANEY: That's interesting.

CHAl RVAN BAIRD: Let ne cone at it froma
little different direction. |If we wanted to change
sonet hi ng.

Cene, |'ve heard that al nost every new
law -- |1've heard 80 percent of new | aws get adjusted soon
after they're made | aws because uni ntended -- unintended
consequences, things that everybody didn't think about,
they forgot, oh, | didn't know it neant that, and
da-da-da-da-da. And there's a process that the
| egi sl ature goes through, and I don't know what it is, but
is what 1'm hearing or what |'ve heard even close to the
way it is? Can a | aw be changed?

MR PALMA: Well, M. Chairman, | don't know

If it's 80 percent, but, | nean, |'ve been part of |aws
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t hat have been amended, yes. They still have to go

t hrough the sanme process, but obviously, if it's a -- what
they call a technical correction, or maybe sonethi ng that
is not -- doesn't go to the material -- | don't know,
correct ne if I"'mwong Mary -- if it doesn't go to the
material effect of the law, then it's obviously easier to
just sail through the |egislative process rather than
sonething that is -- nowyou're radically -- not radically
but substantially affecting the law as it stands now  But
any | aw can be changed, and it's just a matter of sonebody
proposi ng | egi slation and goi ng through the process. But,
you know, that takes tine and resources.

CHAI RVAN BAI RD:  Onh, yeah.

MR. PALMA:  And so sonebody has to, you
know, provide that tinme and resource. So, but it -- it
happens all the tine.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: M. Chairman and Board Menbers,

t he one action that you could consider and vote on, if you
find it appropriate, is that currently, the recovery fund
fee is capped at $50. Qur current fee, based on your
decision, is at $30. As M. Anderson pointed out, the
homes under $50,000 is probably a very slow -- a very | ow
percentage of the sales. And so |I'm not sure adjusting

that gives you much, but it gives you sonmething. And so

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 - October 17, 2012

56

you have the ability within the statute to vote at any
tine to adjust that fee.

MS. WLLIAMS: But don't do it today. It
has to be specifically agendi zed for a fee change. But
you coul d have a speci al neeting.

MR. HANEY: Don't we have sonething on the
agenda about fees, adjusting fees?

MS. WLLIAMS: Yeah, but those are genera
topics. |If you're going to change a fee, you want to give
enough notice to the public that that's what you're
considering so if sonmebody wants to cone and --

MR. DESANCTI S: Debra --

MS. BLAKE: Yes.

MR. DESANCTI S: Wat's your --

CHAI RMAN BAI RD:  Joe.

MR HART: M. Chairman, | have --

MS. BLAKE: Oh, let Paul --

CHAI RVAN BAI RD:  Ch, sorry, Paul.

MR, DESANCTIS: | was just asking in your
experience, what's your feeling on this? Because as Neal
poi nted out, the -- the whole purpose of this was to
prevent these walloping, very large hits to the recovery
fund. AmI| -- after all the years, | nmean, | really see
the recovery fund was very stable and well funded. What

type of -- and maybe it would be good to | ook at what type
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of dollar anmount is the usual, and what itens to custoners
usually go after, especially for -- if |I'm nmaking sense
here. What's your feeling on that? This was obviously a
bad tine with the econony, and we had one bad pl ayer.

M5. BLAKE: Two.

MR. DESANCTI S: Two bad pl ayers, yes.

MR. HANEY: Two very bad pl ayers.

MS. BLAKE: You know, |I'm going to ask Donna
to respond to that because she deals nore directly with
it. Qher than, you know, the big hit, yeah, | nean,
typically I think we see -- (tal king sinultaneously) 3 to
$7,000, is that a reasonabl e range?

MS. GRANT: |'ve seen -- |'ve seen it
average 12,000 when | was doing it. Like people weren't
getting their AC or their garage. They were supposed to
be assessed restructures, and the contractors cane and
actually liened the property because they were not paid.
And by law, they can lien if they did work on that hone.
So the custoner has the injury. So |'ve seen, you know,

t he average, |1'd say, is $12, 000.

Primarily, when | was doing the recovery
fund clains, what | was seeing not the ones that were
absconding with funds and just taking off, is just not
delivering all goods and services. A dealer was getting

ready to go out of business, didn't have enough nobney to
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pay the AC guy, that kind of thing. It averaged |ike
4, 000 bucks.

MR DESANCTIS: And when a |l ender's invol ved
and a title involved, there should be |lien waivers that
are trade-offs when --

MS. GRANT: Definitely on a construction
| oan, there should be. But | don't know that that's
necessarily part of a third-party escrow, you know, if
it's a straight finance deal not a construction | oan.
know construction | oan | enders do want to see |lien
rel eases, but | don't know that that's true in what | call
straight financing where it's not staged funding. | don't
know - -

MR DESANCTIS: Sure. | think there woul d
be sone kind of a, you know, with a wal k-through or
sonething like that, with an itemlike that, that's pretty
blatant with the custoner. |'mtrying to figure out how
t hose things woul d take pl ace.

CHAI RVAN BAIRD: Isn't that part of the
escrow? That's why we went to the escrow situation to
begin with. The funding' s not supposed to be nade until
t hese servi ces have been provided, or products have been
provided. You close the | oan when everything' s done. You
get title, and the noney's di spensed, and boom

If that's true, and | think that was part of
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the initial thought about going to escrow versus staying

where we were, to put sone teeth into that and not to

allow it to happen. To have a -- these title conpani es,
that's what they do. | nmean, that's -- that's their
pur pose.

MR DESANCTIS: Even for a dealer who sort
of just m smanages in a tough tine, borrowi ng from Peter
to pay Paul, or sonmething |ike that.

CHAl RMAN BAIRD: Right. You can't do that
with the escrow

MR DESANCTI S: Ri ght .

CHAl RVAN BAI RD: So that was what the
t hought process is behind the industry. It was that, plus
there was one nore thing, was to get sonme teeth to it. |If
you did have a bad player, you could go after him |
mean, these guys we had, the attorney general woul dn't
even go after them | nean, | was just |like, what? How
can you steal $900, 000 and be okay with it? You know,
there's just sonmething bad, wong. So that's why
everybody got upset, we cane into it wth that. |
woul d - -

Know ng that we have the escrow and hones in
escrow, there still may be sone things that go against the
recovery fund, but they certainly won't be a whol e house.

They won't even be an air conditioner, typically, because
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you' ve already had that handl ed. There could be sone
warranty issues, but it won't be sonmething like, | never
got ny garage, you know, because they never should have

cl osed escrow without, the title conpany wouldn't |et

t hem

MR. DESANCTIS: And a lot of this, again,
has to be --

CHAI RVAN BAI RD:  So now we're tal ki ng about,
you know, warranty-type things. ay. |'ve got one.
|'"ve got a guy -- renenber we had the big snow up i n Munds

Park? He had an ei ght-year-old house, he tried to conme
agai nst the recovery fund because his roof fell in. He
had a 20-pound roof |load, that's all that was required
that many years ago, et cetera. Now it's 40-pound, and it
never woul d have happened. But, you know, he never pushed
any snow off his roof. He had eight feet up there. Well,
it's going to happen, guys.

But that was the recovery fund thing.
That's what goes agai nst the recovery fund. You know, he
didn't wn, obviously. But those are the kind of
conpl ai nts that cone agai nst that, whenever the custoner
t hi nks they' ve been wonged, they didn't do whatever, and
t he escrow shoul d handl e nost of that. Therefore, we
won't need a |lot of nobney in the recovery fund.

MR. DESANCTIS: It was really for cash deals
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wth | enders involved. | don't think you' re going to --
t hese days especially, you're not going to get --

CHAl RMAN BAI RD:  Yeah. It's the cash deal s,
exactly. The lender's not going to let it happen.

MR DESANCTI S: Ri ght .

CHAI RVAN BAI RD:  You know, they're not going
to fund, okay. And if they do, they've got the guy.
They' ve got his assets. They can go after himand get it.
It's the cash deals. But then the cash deals, that's
where we expected the title conpany and the escrow
conpani es, or whatever they are, to do that. That's their
fiduciary responsibilities, not to issue those funds until
it's done. | nean, it's the same as buying a house. And
we didn't have that. W didn't have that. W had the
ability to Il et an unscrupul ous guy not do that. You know,
he could go out and play ganes. Put his noney here, here,
here, and all of a sudden nowit's all gone. And so is
he. So | don't know.

MR CHCK: M. Chairman?

CHAI RVAN BAI RD:  Yes. M. Chi ck.

MR CH CK: On the $50,000 cap or bel ow, |
woul d think that nost of those sales would be pretty much
cash.

CHAI RVAN BAIRD: | would agree with that.

MR CH CK: And so there's no escrow and
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there's no other account comng into play. Wat protects
the consuner if the dealer does not provide all the
services that he pron sed?

CHAIl RVAN BAIRD: Well, | won't answer for
the Departnent, but | will say before I ask themto answer
is that there is another part that cones into play, the
trust account. Their license requires themto naintain a
trust account with the -- with the Departnent that's
overseen by the Departnent. That's the way it was before
this law went into effect for all transactions.

Now for this transaction under $50, 000, the
retailer or any consuner can deci de together to use an
escrow account or to use the old system which is the
trust account system

MR CH CK: So when | pay cash for that
50 -- $40,000 unit, that has to go into escrow or a trust.

CHAl RVAN BAI RD: Exactly.

MR CH CK: And before that can be rel eased,
at least all or sonme portion of it, then all the
conditions of the sale have to be --

CHAl RVAN BAI RD: Exactly.

MR CH CK: And that should be in contract
| anguage.

CHAl RVAN BAIRD:  And the issue was, in the

past, all transactions went to the trust account, okay.
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Al of them You know, whether there were 300, 000 or
50,000. And the problemwas is that -- was the control of
t hat trust account, auditing processes and the ability of
the retailer to unscrupul ously, you know, subvert the

pr ocess.

MR CH CK: | was part of that conversation
that -- so this -- this all refreshes me. M nenory is
not all that good at tines, and there's a |lot of details
that we're going over. And as Neal was speaking on the
subj ect, and as Ken has spoke on the subject to sone
extent, not everything was thought of. Not everything
coul d be possibly thought of.

Sol -- 1 think that we've got to go wth
what the |l aw says right now And if it requires changing
in the future, then that would be up to the responsible --
t he stakeholders to bring that action. And we continue to
do what we're supposed to do, and that's charge $50 for
every unit that's sold. O they give us $50 for the
recovery fund.

MR. HANEY: Currently, it's set at 30, but
we can go up to 50.

MR CHCK It's set at 307?

CHAI RVAN BAIRD: W can vote it today to go

MS. WLLIAVS: M. Chairman, you can't vote
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t oday.

CHAI RVAN BAI RD: We can vote at our next
nmeet i ng.

MS. BLAKE: O you can have a speci al
nmeeti ng and have that agendi zed and vote on that.

MR CHCK: But | -- I'mlooking at |eaving
it as it is, and status quo.

MR. HANEY: | think Donna had sonet hi ng she

was goi ng to say.

MS. GRANT: Yeah. | was going to explain
t hat consunmation isn't always goods and servi ces.
According to your 2180(N), which would be your page 49,
all earnest noney deposited in the trust or escrow account
has to be held there until one of the followng is
conpleted: An application for title transfer has been
made, or two, the transaction involved is consunmated or
term nated and a conpl ete accounting is made.

So it is quite possible that a transaction
be consummated w thout all goods and servi ces havi ng been
delivered. |If the title transfer has taken place, the
deal er has consummated the sale and coul d, by statute,
rel ease the nonies fromtheir trust or escrow account.

Say that there's an assessed restructure
that's not been installed. The hone's been installed, but

say there's an AC or awning and skirting to come. |If

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 - October 17, 2012

65

they've done title transfer, they have acconplished N(1);
therefore, they are allowed by statute to renove the nobney
fromthe trust.

CHAI RVAN BAIRD: | f sonmebody wants to steal
t hey can.

MR. HANEY: There's always a way.

CHAIl RVAN BAIRD: But if it's under the
recovery fund, y'all do audits.

MS. GRANT: Yes, | do.

CHAI RVAN BAI RD:  And you woul d find
sonething like this.

MS. BLAKE: W do audits whether it's under
the recovery fund or not. W audit sal es.

CHAI RVAN BAI RD:  You audit every --

MS. BLAKE: (Tal ki ng simul taneously).

CHAI RVAN BAI RD:  You audit on a periodic
basi s sal es.

M5. BLAKE: Not every.

CHAI RVAN BAI RD: But a periodic basis and a
periodic timng, and you don't do every sale.

MS. BLAKE: Correct.

CHAI RVAN BAI RD:  But you do every retailer.

MS. BLAKE: Yes.

MS. GRANT: Every |licensee, deal er or

br oker.
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CHAI RVAN BAIRD: Ckay. |I'mnot sure. \Were
are we at now?

Yes, Joe.

MR HART: M. Chairman, | have a question
for Debra. 41-2180 --

CHAI RVAN BAI RD: Page 487?

MR HART: Yes.

MS. BLAKE: A(2)?

MR HART: Yes.

MS. BLAKE: A(2), okay.

MR HART: Does that have any effect on a
nmultifamly unit? Say, 50-room apartnent?

MS. BLAKE: Yes. |If it is classified as a
residential FBB, the way this is witten, yes. Most of
t he other | anguage in the statute specifically identifies
themas single-famly residential FBBs. That's not what
this says. So if it -- if your plan classifies it as an R
occupancy, then this would apply.

MR HART: So if one was to get |ucky enough
to get a dormor sonething like that, it would have to be
residential and in escrow to get paid?

MS. BLAKE: According to the way this | aw
sits today.

MR GLEESON: The nul tisection, that's under

a commerci al .
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MS. BLAKE: Not if it's classed as a
residential. Like an apartnent --

CHAl RVAN BAIRD: Like a -- a triplex or
dupl ex.

MS. BLAKE: Yes.

MR HART: O a dornf

CHAIl RVAN BAIRD: |Is that residential, a
dor nf?

MS. BLAKE: |"msorry, | didn't hear --

CHAl RVAN BAIRD: He said a dormtory.

MS. BLAKE: A dormtory?

CHAIl RVAN BAIRD: | would think that woul d be
commer ci al .

MS. BLAKE: Of the top of ny head, | would
guess yes, but | don't know. It could be classified as

educational, which is a different class, but | think it
falls under conmerci al

CHAI RVAN BAI RD: What about a hotel ?
300-unit hotel, that's commercial, right?

MS. BLAKE: Wiat |' mthinking about is
apartnments. You know, there's apartnments in Mrenci, |
think they're six- to 12-unit apartnents as residential.

CHAl RVAN BAI RD:  There you go. There's one
nor e uni nt ended consequence.

Ckay. Anything el se?
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MS. BLAKE: That's all we had on the new
escrow | aw.
CHAI RVAN BAIRD: | think we all should have
anticipated, | think we did anticipate there were going to

be issues. It went into effect in July, and it's
different, it's new There's |lots of change. But we've
been doi ng business for three nonths with it.

MR. DESANCTIS: Well, hopefully the buyers
take a little bit of care of thenselves with the
wal k-t hrough and checki ng thi ngs out.

CHAl RVAN BAI RD:  They do. The Departnent's

got a great programfor that. And I think evidence is if

you | ook at the recovery fund. There's no -- nobody's
cone against us. | nean, that fund has gone down, down,
down, down, down. | nean, nobody's -- nobody's going

after us. Everybody's taking care of business.

MR GLEESON:. W ran all the bad peopl e out
of town.

CHAI RVAN BAI RD:  We di d.

Next .

MS. BLAKE: M. Chairnman and Board Menbers,
" msorry. Donna just nicely rem nded ne | forgot
sonet hi ng under this agendized topic. And that is, along
wth this recovery fund, the fee. Currently, there is a

difficulty wwthin the departnent processing to know which
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I s which because the honmeowner bull- -- information
bulletin, there's no distinction on there as to whether or
not they -- if it was new hone sal es, used hone sal es,

what not. So what Donna's asking is if we could change the
honeowner infornmation bulletin to designate whether it's a
new hone sal e, a used hone sale, and whether or not the
recovery fund fee is required.

MS. GRANT: | want the used honeowner
bul l eti n changed to have a check box to say, under 50, 000
or over 50,000, so | know whet her they owe 30 bucks on the
sal e or not.

MR. HANEY: And there's two separate
bul | eti ns now.

MS. GRANT: Yes. There is a bulletin for
new, and there is a bulletin for used. But on the used,
unl ess | make phone calls or do e-mails which take up
quite a bit of ny day, | don't know if the sale was over
50, 000 or under. So | don't know whether they owed the 30
bucks.

So what |'ve done is |I've asked them
voluntarily to include a cover letter or the acquisition

and sales report formthat they send to revenue, because

that will show ne what the sale price was of the unit.
But | don't have the mandatory -- |I'mjust asking themto
hel p me.
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MS. BLAKE: Donna, the honeowners
Information bulletin, is that an industry forn? Is it a
board fornf

MS. GRANT: Board form This is the
boar d- approved - -

CHAl RVAN BAI RD:  Which we are allowed to
change at wll? Yes.

MR HANEY: D d we ever -- is that a formwe
approved, or is it sonething that was devel oped by staff
to do what they need to do?

MS. GRANT: | don't know. | -- |'ve been
here 28 years; | can't tell you who developed it, but the
statute says the board approves it.

CHAI RVAN BAI RD: M. Anderson, would you
li ke to speak on this?

MR ANDERSON: | think it was devel oped by
Ari zona Housing, the Honmeowners, the Departnent, and the
Par ks Association. And all four of us worked on it.

MR. HANEY: Must have been a long tine ago.

CHAl RVAN BAI RD: Sounds to ne |ike we need a
clarification to go along with the new law. W're just
asking the formto have two boxes on it. One for under
50, 000 and one for honmes under 50,000, how are they being
done, through escrow or through recovery?

MS. GRANT: | just need sonme way where |'m
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not having to nake phone calls and do e-nails so that |
know whet her they owe 30 bucks or they do not.

MR HANEY: O put a line on there that says
sal es price.

CHAI RVAN BAI RD:  Then she needs to know, if
It is under 50, they can still do an escrow account and
they -- no, they'll still owe.

MS. GRANT: That's not going to matter.
That's why | just need to know if it was over 50,000 or
under 50, 000.

MS. BLAKE: And just for clarification, we
can i s have the discussion now, we can't take a -- a --
excuse ne, easy for ne to say -- a board vote because it
I's not specifically agendized. So we can have the
di scussi on, but -- and we can prepare a sanple form at
your direction and bring it to the next board neeting, but
we woul d have to agendized it for you to vote on it.

CHAI RVAN BAI RD:  Donna, you'll have to
suffer for three nore nonths.

MS. GRANT: Shoot. | was so hoping that you
woul d say, yeah, go change it, Donna. And | was ready.
(Tal ki ng si mul t aneously).

CHAl RVAN BAIRD: -- and have it e-mail ed or
sonething |ike that --

MS. BLAKE: W could have a phone call, as
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| ong as we have a quorum

MR. DESANCTIS: W'Ill take care of you
t here.

MR HANEY: But that neans that's got to be
-- that's got to be publicized, the whole bit.

CHAI RVAN BAI RD:  They can publicize it so we
can schedul e a phone neeti ng whenever.

MS. BLAKE: |Is that what you're directing us
to do? You want us to --

CHAI RMAN BAIRD: | think that would be a
wonderful direction. Get a quorumtogether. How nmany
peopl e have to be there for the phone call, six?

MS. BLAKE: Fi ve.

CHAI RVAN BAI RD: Fi ve. | think it's
appropriate to ask the Departnent to do that for us.
Schedul e the neeting, and we'll go forward. It would be
great if we all saw copies of it, even though it is a
t el econference, before we voted.

MS. BLAKE: You w || get an agenda just |iKke
you get in the board packet for the phone. W have to go
t hrough the process of it because of the neeting | aw

MR HANEY: Public notice.

MS. BLAKE: Yes.

CHAI RVAN BAI RD:  Zeek.

MR QJEH. So, M. Chairman, agenda item VII
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(b), isn't specific enough? 1Is that why we're -- is that
what we're saying? | nean, it says that, you know, fund
recovery fees. Do we have to wite a description, a

par agraph, as to, you know, what this is?

MS. WLLIAMS: Well, you're asking -- what
staff wants you to do is approve a form change to a form
whi ch you al ready have. And this agenda doesn't give the
public notice that that's what you're going to be talking
about and taking action on. You can't just put a general
action itemto do any action you want on the recovery
fund. The way it's on the agenda is just for a discussion
on the new | aw and how it affects your existing --

CHAI RVAN BAI RD: Except it says possible

action.

MS. WLLIAMS: | know. But --

MR QJEH: Yeah.

MS. WLLIAMS: -- that's sonething that
you're actually going to be taking -- take action on

sonet hing specific that you' ve approved before. Sonebody
fromthe public may want to cone and give i nput on that.
That's not on here to change a formor increase the fee --
CHAl RVAN BAIRD: So we can raise the fee
from30 to 50 today, but we can't change a fornf
MS. WLLIAVS: No. | said you couldn't --
CHAl RVAN BAIRD: W can't do that either.
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MS. WLLIAVS: No. This isn't enough. So
that's why we try to anticipate the specific agenda itens
before so that we can have it on there within 24 hours.

CHAI RVAN BAI RD:  Ckay.

MS. BLAKE: Ckay. So question,

M. Chairman. On the tel ephonic neeting that we're going
t o agendi ze and schedule, do you want it just on the
honmeowner bulletin? Do you also want to have a di scussi on
about whether or not you want to raise the recovery fund
fee anobunt? Currently at 30, can go to 50. Do you want
bot h agendi zed?

CHAI RVAN BAIRD: Well, let's discuss that --
that item | don't think we've explored it. Going from
30 to 50 is a significant raise.

MR HANEY: And we don't know if there's a
need for it yet.

CHAI RMAN BAI RD: And we don't know if

there's a need for it yet. I|I'malso troubled, | nean, it
seens |like we're -- because that's our only source of
I ncome, we're kind of looking at it. But is it fair for

sonebody that pays -- that buys a $300, 000 house not to
pay anything, and then sonebody that buys a $25, 000 house
has to pay whatever. They have to pay 30, you know, but
do they have to pay 507?

MR, DESANCTIS: | don't think it's going to
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hurt to wait until next neeting.

CHAl RVAN BAIRD: | don't either. | don't
t hi nk we have enough information yet. W can |ook at the
recovery fund again, see the funds that are comng in,
boom boom boom

So probably the one item To -- to, you
know, we're doing this, of course, to -- to help one of
your departnent nenbers.

MS. BLAKE: Who shall be nanel ess.

CHAI RVAN BAI RD:  Who's waving at hersel f,
t hanki ng us very nmuch. It shouldn't take very |ong, guys.

MS. BLAKE: M. Chairman, next item

CHAI RVAN BAI RD:  Ckay. Next. Wuld that be
the notice of proposed rul enaki ng?

MS. BLAKE: Yes.

CHAI RMAN BAI RD: Can we change the rul e that
says we can't vote on anythi ng?

| take that back. Don't wite that down.

MS. BLAKE: That begins on page 55 of your
booklet, and it is just a verbal update for you as well as
a copy of the agenda for the Governor's Regul atory Revi ew
Council. And this was the review of our five-year rule
review that's statutorily required that you go through all
of your rules, give history on what was updat ed, what

actions were taken, and give a plan for, do you plan to
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make any changes for it in the future, what's the economc
I npact, so on and so forth. So we did conplete that
five-year rule review W did submt it tinely. And it
was reviewed in final format at the Cctober 2nd GRRC
neeti ng and approved as submtted. So that is conplete.
It wll be due again in 2017 for that process.

CHAI RVAN BAI RD:  Anot her five years.

So we're on page 56, paragraph D,
Subsection 1. It's about us. So all those things, you
submitted i ssues on and got approved?

MS. BLAKE: Yes. It's a conprehensive
review. You have to go through every rule and give a
report on it.

CHAI RVAN BAI RD:  Wonderful . Well,
congratul ations. | think.

MS. BLAKE: It was with the help of |ots of
fol ks. Thank you, though.

CHAI RVAN BAIRD:  All right. Any other
comments on the rul emaki ng? No.

Call to the public. Any public nenbers |ike
to be recogni zed?

At this tinme, none raising their hand.

W'l |l nove on to announcenents of future
neeting dates. | think we have a schedule for that on

page 59.
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MS. BLAKE: You do. Thank you. Ayde has
cal endared and schedul ed this neeting room correct, Ayde?

MS. MARQUEZ: Uh- huh.

MS. BLAKE: -- for all of 2013. The
neeti ngs, consistent with what they were this year, it
will be the third Wednesday of each -- of the begi nning of
each quarter. And they're defined for you on page 59.

CHAl RVAN BAIRD: Great. The board w ||
entertain a notion to adjourn.

MR HANEY: So noved.

MR QJEH: Second.

CHAI RVAN BAI RD:  Zeek seconded.

Al in favor?

Thank you very much.

(The proceedi ngs concluded at 2:36 p.m)
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