ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature —Second Regular Session

COMMITTEE ON COMMERCE
Minutes of Meeting

Wednesday, March 12, 2014
House Hearing Room 5 -- 10:00 am.

Chairman Forese called the meeting to order at 10:08 am. and attendance was noted by the
secretary.

Member s Present
Mr. Kwasman Ms. Miranda Mr. Shope, Vice-Chairman
Ms. Mach Mr. Montenegro Mr. Forese, Chairman
Ms. McCune Davis Mr. Petersen
Members Absent
Mr. Mesnard
Committee Action
SB1103 -DP (5-3-0-1) SB1178 —HELD

CONSIDERATION OFBILLS

SB1103 —reqistrar of contractors; continuation — DO PASS

Jason Theodorou, Majority Research Intern, advised that on November 6, 2013, the Senate
Commerce, Energy and Military and the House of Representatives Commerce Committee of
Reference recommended that the Arizona Registrar of Contractors (ROC) be continued for
10years. SB1103 continues the ROC for 10years with a retroactive effective date of
July 1, 2014 (Attachment 1).

William Mundell, Director, Arizona Registrar of Contractors, briefed the Committee on the
establishment and mission of the ROC, a Governor-appointed 90/10 agency that does not receive
a General Fund (GF) appropriation. ROC functions include licensing of contractors,
investigation of licensed contractors due to consumer complaints, investigation of unlicensed
contractors (Attachment 2) and administration of the Recovery Fund, which is used to reimburse
homeowners when it is determined that a violation occurred such as theft, etc. The ROC
operates more efficiently with implementation of electronic filing and is working smarter with
less money and less employees. He discussed background checks on applicants, which are now
conducted through a private firm, LexisNexis, at less cost and |ess turnaround time.
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Mr. Petersen noted that he received calls from constituents about delays in processing of licenses
for expansion of a building by Buffalo Wild Wings and construction of a charter school.
Mr. Mundell related that he would like to obtain the facts in those two cases. The ROC has
60 days to process applications and now requires documentation up front, which has hastened the
process; documentation was previously requested piecemeal .

Mr. Kwasman asked if there is a probationary period so contractors can work while waiting for
the ROC or if that could be considered. Mr. Mundell answered that the statute currently does not
allow that to occur, which could be amended by the Legislature. Arizona has reciprocity with
Cdlifornia, Utah and Nevada, which speeds up the process; however, it is illegal to bid on a
project before obtaining alicense.

Mr. Petersen asked if a 30-day turnaround would be possible. Mr. Mundell responded that the
statute was changed to alow expedited processing at the Arizona Corporation Commission for a
fee, but pointed out that the ROC is becoming more efficient and recently hired a licensed
examiner who will help expedite the application process.

Mr. Petersen asked how the 14 states that do not license general contractors manage the industry.
Mr. Mundell replied that the individual cities and counties license and regulate contractors,
which likely resultsin different requirements and standards.

Senator Bob Wordley, sponsor, stated that construction has been the number one industry in
Arizona for many years. Arizona would become a mecca of unlicensed, unscrupulous
contractors if not for the ROC's efforts to control the industry. He admitted that the ROC could
operate faster, but noted that the number of employees was dramatically reduced over the last
few years to 90 people with abudget of $7 million versus $12 million previously.

Mr. Kwasman brought up the possibility of creating state standards that counties could adopt
with differentiating mechanisms and reciprocity throughout the state so there is no need for this
top-down bureaucratic state-run model.

Chairman Forese welcomed a fourth grade class from St. Gregory's Catholic School.

Senator Worsley noted that there are 90 people at the ROC overseeing the entire state and he is
not aware of any problems with the agency. The ROC is fulfilling its purpose and has become
more efficient over the last few years, so he does not see any reason to make changes.

Mr. Montenegro asked if Senator Worsley will consider afive-year continuation to address some
of the issues raised.

Senator Worsley replied that is the call of the Members but the ROC is not a rogue agency and
issues are being addressed as they arise.

David Jones, President, CEO, Arizona Construction Association, in support of SB1103, indicated
that consideration of the potential for a provisional license period could be advantageous. Most
people are ripped off by out-of-state entities; for example, chain restaurants hire a program
manager who goes into a local community, hires subcontractors and suppliers, skips town and
then the subcontractors and suppliers are not paid. In Arizona, someone cannot purport to do
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construction work without a license. Organized crime entities move through Arizona and
California and rip off individuals, mostly in residentia areas, and law enforcement officers may
not understand whether the contractor did or did not do a good job; at least there is an agency
charged with protecting consumers and overseeing the industry. He urged the Members to
support the ROC.

Names of those who signed up in support of SB1103 but did not speak:
Brian Finn, representing self

Mark Minter, Executive Director, Arizona Builders Alliance

Tyler Pamer, Registrar of Contractors

Brett Jones, Vice President of Operation, Arizona Construction Association
Michael Gardner, Lobbyist, Arizona Builders' Alliance

David Jones, President/CEO, Arizona Construction Association

Spencer Kamps, Lobbyist, Home Builders Association of Central Arizona

Chairman Forese applauded Mr. Mundell for the work done at the ROC.

Ms. Miranda moved that SB1103 do pass. The motion carried by aroll call
vote of 5-3-0-1 (Attachment 3).

SB1178 — special detainer actions; landlord: tenant —HEL D

Chairman Forese announced that SB1178 will be held.

Without objection, the meeting adjourned at 11:05 am.

Linda Taylor, Committee Secretary
May 6, 2014

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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