                                                                SUNBURST FARMS IRRIGATION DISTRICT

                      Regular Board of Directors Meeting

                     Irrigation District Office

                    16040 North 43rd Avenue

                    August 02, 2011

MEMBERS PRESENT: 

Karen Mills, President

Carrie Kuitunen, Secretary

Courtland Rouse, Member


                                                      
EMPLOYEES PRESENT: Brenda Brown
Richard Mitten

                                            

OTHERS PRESENT:         (See attached sign-in list)
1.  CALL TO ORDER: 
The meeting was called to order by Karen Mills, President, at 7:30 P.M.

2.  APPROVAL OF MINUTES:

MOTION
Secretary Carrie Kuitunen made a motion to approve the minutes of the Regular Board of Directors Meeting on July 05, 2011, Executive Session on July 05, 2011 and Executive Session on June 17, 2011.  Courtland Rouse seconded the motion.  Motion Passed, unanimously.  

3.  CORRESPONDENCE:         

1. Letter dated July 6, 2011, from Ken Bennett Secretary of State, State of Arizona re:  Notary Brenda Brown, Complainant Randy Videen.  The complainant alleged that an Affidavit suggested the document in question might have been notarized with blanks.  The Affidavit contains the signer’s signature, and the jurat includes the signer’s handwritten name with the Notary’s journal entry, they seem to indicate that the signer voluntarily signed his name and took the jurat oath in the Notary’s presence.  The Notary has met the standards of the law in this instance.  

2. Roofing invoice dated June 29, 2011, from Contreras Roofing, LLC balance due $400.  Roof completed as per roofing proposal with a 5-year-warranty against leaks.

3. Letter dated July 15, 2011, from homeowner Beth Gondales, addressing insufficient water delivery and has requested additional water at a discounted rate. Irrigation Manager Richard Mitten stated that the property had not received water for several months and with the heat the water is going to sink in quickly.  

4. Letter dated July 22, 2011, from Arizona Department of Water Resources re: City of Phoenix, Underground Storage Facility Permit No.71-220047.0000 and Water Storage Permit No.73-220047.0000. This is regarding an application for an underground storage facility permit and application for a water storage permit.  Also included were instructions on deadlines for filing objections to the proposed permit.  No action needed. 

5. Email dated July 29, 2011, from homeowner Randy Videen. The Arizona State Board of Accountancy voted to accept the Accounting and Auditing Standards Committee’s recommendation to open an investigation file in the matter of Neil Sullivan, CPA.  

6. Letter dated July 29, 2011, from homeowner Randy Videen stating his opinion on missing receipts from 2008, and $27.50 that was paid for copies which was not accounted for.  Mr. Videen is also requesting that the Board of Directors provide this information to the District’s accountants regarding this matter.  Attachment includes a letter dated May 31, 2010, and an Excel spreadsheet from September 2008 thru March 2009.  Office Manager Brenda Brown stated that she will address this matter during Call to the Public. 

7. Email dated July 30, 2011, from homeowner Randy Videen asking the Board of Directors to compare the previous disclosure and the new disclosure from Neil Sullivan, CPA.  The new statement claims that management has elected to omit the statement of cash flows and substantially all of the disclosures required by generally accepted accounting principles.  This statement is standard for all small businesses.  Mr. Videen is also questioning when management took action to make such omissions.  And whether it prudent to pay substantial sums of money to a CPA to prepare financial statements, who is not independent, does not make insurances as to their accuracy and to which management requests that all of the disclosures required by generally accepted accounting procedures be omitted.  

4.  REPORTS:

A.  
Financial Report:

Neil Sullivan reported that this is a preliminary report for Fiscal year 2011 and will go to the person who is doing the review.  As of June 30, 2011, the District finished the year with approximately $240,000 in the bank accounts. The District is approximately $5,000 under budget for the year.  Discussion ensued regarding the surplus and how the Budget Committee tries to budget in the black $3,000 to $4,000 each year.  Discussion ensued regarding the amount of attorney fees that have been incurred due to existing and current problems that the District is going through.  President Karen Mills stated that the attorney fees to Wilson and Associates need to be on the 2011 books, as the work was completed in fiscal year.  See Attachment.

A letter dated August 2, 2011, from Neil Sullivan was supplied to the Board of Directors and the District Office.  See Attachment.  Neil Sullivan reports on allegations from homeowner Randy Videen.
Dear Board:

The following is in response to the e-mail forwarded to me “Neil” that originated from Randy Videen:
When I “Neil” was retained by the District in July 2005 (Larry Hudson and Board at that time), the requirement was for me “Neil” to issue monthly compiled financial statements without disclosures, which included a balance sheet and income statement with budget comparison in a format from QuickBooks that was established in the first month and is currently still in use.  There have been no changes in the financial statements or accounting procedures to produce them from the beginning of my tenure with the District.  At the end of each June 30 fiscal year, the year-end compilation, along with a QuickBooks backup, would then be forwarded to another CPA for preparation of reviewed financial statements, including full disclosures.  To clarify, disclosures are AICPA prescribed footnotes and comments in the accountant’s letter to provide the reader of the financial statements additional pertinent information.  These disclosures are required on reviews and audits and unnecessary on compilations.  

It is common for small entities to use this arrangement because the cost for monthly compilations or reviews with disclosures would be several times more than “The Districts” monthly charges from me “Neil” have been.  I “Neil” do not do compiled financials with disclosures, which would have eliminated me “Neil” from consideration as the District CPA from the beginning, had they been required.  I “Neil” do not believe my predecessor Walt Michels included any written disclosures when he “Walt” prepared the financials, as well.  

Homeowner Randy Videen is correct that the compilation letter is different this month from the original format.  Ironically, these changes were all noted by the CPA who was the investigator from the Board of Accountancy, to which homeowner Randy Videen lodged a complaint against me at the beginning of 2011, which is ongoing.  There is a new pronouncement from the AICPA that went into effect about the first of 2011 that changed the compilation letter format and content.  Since I “Neil” had not revised the District’s letter, I “Neil” was requested to do so and agreed to comply.  Both letters contain verbage about the exclusion of disclosures.  Other than a rewording, the message is still the same - there is only a balance sheet and an income statement included, the statements are the representation of management, and the accountant makes no assurances.  Assurances come with reviews and audits, which require considerably more scrutiny and backup information by the CPA.  The independency statement is admittedly the most controversial change.  Up to the inception of the new pronouncement, it was used mostly when a CPA had a close tie-in with a client, like part ownership, a spouse on the Board, inside information, etc.  If applicable, the inclusion in the letter was required, but no reason could be given.  Under the new rules, assistance to an entity’s staff as to account coding, journal entry preparation, maintaining the depreciation schedules, etc. constitutes lack of independence of a CPA and it must be disclosed and a reason can be included, if appropriate.  I “Neil” perform all of the aforementioned functions and accordingly have included the sentence regarding lack of independence in my “Neil” compilation letter as required.

Sincerely,

Neil Sullivan


B.  
Board Reports on Current Issues:

None

C. Custodian of Records Report:

Custodian of Records Richard Mitten stated that the District has received the following Public Records Request.

1.  Public Records Request dated July 01, 2011 from homeowner Walt Michaels,

     requesting the following information:

a. Invoices from Western States Petroleum “pump oil”

· District responded on July 05, 2011

· Approved, for copying of the public Record in its original form 

2.  
Public Records Request dated July 06, 2011 from homeowner Walt Michaels,

 

requesting the following information:

a. 
Audio recording of the Board of Directors Meetings of June 17, 2011 

(Special Session) and July 05, 2011 (Regular Session)

b. Audio recording of the Board of Directors Meetings of July 05, 2011 (Regular Session)

· District responded on July 08, 2011

· Approved, for copying of the public Record in its original form 

Custodian of Records Richard Mitten stated that a conversation took place on July 26, 2011, with homeowner Von Jones regarding a past public records request for legal fees.  Richard reported that homeowner Von Jones verbally requested the financial report.  Richard complied with the request and provided the financial report which indicated how much the District spent on legal fees.  Richard also stated that on July 27, 2011, homeowner Von Jones sent an email stating that he appreciated the efforts in answering the questions and delivering the information, but the financial report was not what he had originally requested.  Von requested that in the future the information to be given to Randy Videen’s attorney
D. Managers Report:

Office Manager Brenda Brown reported on the delinquent accounts, finance charges, and the status of foreclosures.  Three out of four bank owned properties are current on their accounts.  Eighteen homes transferred escrow since January 01, 2011.  Seven of these homes were foreclosures and or short sales.  Brenda also reported on Friday, June 17, 2011 the SBFID Board of Directors passed a motion to adjust Irrigation fees for fiscal year 2011-2012 from $26.56 to $27.80 due to the rising costs to the District.  Membership/MAR fee remained the same at $36.75 per acre per month with the Capital Expenditure fee also remaining the same at $10.00 per acre per month effective July 1, 2011.  The increase for water is reflected in the August billing.  Brenda also stated that the Elections for the Sunburst Farms Irrigation District Board of Directors will be held Tuesday, November 15, 2011 at the District Office.  Polls will be open 8:00 a.m. through 6:00 p.m.  In order to vote in these elections, you MUST BE REGISTERED.  Those who voted in the last election are automatically registered.  If you did not vote in that election, you must register. Deadline for registering is no later than September 26, 2011, 5:00 p.m.  If you need to verify your voting status, call the District Office at 602-938-8760.  Voter Qualifications:  Holder of evidence of title for at least 90 days prior to election, must reside continuously for six (6) months immediately preceding the election in the County in which the District or a part thereof is located and must be a least 18 years of age.  More information regarding the Elections has been mailed with the August statements.  See Attachment

Irrigation Manager Richard Mitten reported that four (4) repairs were completed in the month of July and that the District Office got the new roof completed.  Homeowner Pete Bormanis donated a new rain gage to the District.  Richard also supplied Q & A’s to his report.  For ex:  Q:  When would a homeowner need to let the office know of any changes to their irrigation schedule?  A:  The deadline for ordering or cancelling irrigation is the Wednesday before the week of irrigation by 10:00 am.  If the homeowner cancels the irrigation after the schedule is completed they will have to pay for the time ordered.  If a homeowner would like to be added to the schedule after it has been completed the office will put them on the makeup list to get irrigation if possible.  See Attachment

E. Legal Liaison’s Report:

Legal Liaison Peggy Schwend stated that she received a call from Alan Wilson informing the District that the billing statement had been mailed on July 28, 2011 for the legal opinion regarding the easement, replacement of water lines and related issues.  The total bill is in the amount of $12,526.50.  Alan Wilson has been the District’s attorney for 25 – 30 years.  Peggy reiterated that due to a homeowners inquire the District had concerns with the relocation of the new lines in the center of the bridle paths.  This was suggested by the Engineering Study that the District obtained a few years ago.  Peggy went on to say that there is a utility easement and an irrigation easement and if the District moved the lines to the center of the bridle path now the District is in joint with the utility easement.  At the current time the location of the lines are strictly in the irrigation easement.  The legal opinion states that the District does not have to dig up or remove pipe or yield back any of the easement because the District is not abandoning the easements.  Irrigation Manager Richard Mitten stated that when Line 7 was completed homeowner Walt Michaels brought this matter up during a regular board meeting.  Discussion ensued regarding the tardiness of the attorneys billing.  Legal Liaison Peggy Schwend stated in fairness to Alan Wilson he’s been sending the demand letters to the homeowners who are delinquent and the cost of these letters are billed to the homeowners.  The District has not received any bills from Wilson’s office because what he’s mainly been spending time on recovering the accounts receivable.  President Karen Mills directed the Office Manager Brenda Brown to move forward with collecting statements earlier if work is being done by Wilson’s office.  Secretary Carrie Kuitunen stated as far as getting a legal opinion Mr. Wilson is not out of line.  It usually costs $10,000 a minimum to rely on that attorney’s letter.  The District is paying for that assurance.  Homeowner Walt Michaels stated that the A.R.S. requires that the District hires an attorney and determine on what the District will pay prior to the hiring.  The District is not doing that.  President Karen Mills asked Walt Michaels if he would provide the statutory citation that he was referring too.  Walt stated that he did not know it off hand but he would be happy to provide the information to her.  

F.  
Hohokam Report:

Irrigation Manager Richard Mitten reported that he thinks that Hohokam will probably disband by December 30, 2011.  The president, vice president and secretary of Hohokam will not be running for office in 2012 if the organization continues.  Richard also applied for funds in the name of Sunburst Farms Irrigation District in the amount of $25,000.  The next Hohokam meeting will be held in September.

5.  VOTE TO GO INTO EXECUTIVE SESSION:

MOTION
Member Courtland Rouse made a motion to adjourn the Regular Board of Directors Meeting at 8:26 pm and go into Executive Session.  Secretary Carrie Kuitunen seconded the motion.  Motion Passed, unanimously.  

6.  CALL TO ORDER:


The meeting was called back to order by Karen Mills, President at 9:02 P.M.  

7.  OLD BUSINESS:

A.  
Discuss and possible action on hiring of new employee possibly part or full time 

      to handle public information requests: 

President Karen Mills stated that last month direction was given to the Custodian of Records Richard Mitten to supply the Board with more information regarding time spent on answering the requests and if normal job duties are not being met.  Custodian of Records Richard Mitten stated that in the month of June thirty eight (38) hours out of one hundred and sixty (160) hours were spent answering public records requests which is 24%.  Also, there was a total of thirty seven (37) hours of overtime for the month of June.  Discussion ensued the amount of overtime was partially due to answering the public records requests.  Custodian of Records Richard Mitten stated that in the month of June there were several public records request that were not answered from May.  Therefore, additional help was needed from Brenda accessing files and locating documents.  Office Manager Brenda Brown stated that since December 09, 2008 there is two hundred and forty eight hours (248) spent in answering Randy Videen’s public records request, emails, phone calls, correspondence, etc.  Brenda also stated that filing in the office falls behind quite often and letters regarding irrigation issues have not been sent.  Since a computer has been purchased for the Irrigation Manager Brenda has asked Richard to help comply in the letter writing but needs direction from the Board in doing so.  President Karen Mills stated that this agenda item will be tabled until more information is obtained

8.  NEW BUSINESS:

 A.  
Consideration of Action regarding items discussed in Executive Session:

B.  
Consideration of Action to approve District’s attorney’s preparation for special 

       action filed in Superior Court by homeowners Randy Videen and Von Jones 

       pursuant to A.R.S. 48-2982 and A.R.S. Section 38-431.07(B):

Discussion ensued regarding the action filed in Superior Court and the current attorney fees.  Member Courtland Rouse stated that the preparation for action is close to being completed therefore, the attorney fees will start to come down.  No action taken
C.  
Consideration of Action to approve District’s attorneys continuing preparation  to defend litigation threatened by the Office of the Attorney General pursuant to A.R.S. Section  preparation for special 48-2982 and A.R.S. Section 38-431.07(B):


President Karen Mills stated that the attorney will continue to maintain contact with the Attorney General’s Office regarding the agreement.  Discussion ensued regarding the monthly attorney fee for viewing agendas, notices and minutes which must be maintained until the end of the year. No action taken   

 D. 
Discuss and possible action to continue Irrigation Manager’s insurance 

compensation:

Office Manager Brenda Brown stated that last year the Board of Directors approved $47.00 a week for the health insurance for Irrigation Manger Richard Mitten. By Richard not being on the District’s insurance policy for fiscal year 2010-2011, there was a savings to the District of over $6,000 for the year.  The approved health insurance for fiscal year 2011-2012 per employee is $229.67 a month.  This would be an increase to the Irrigation Manager of $25.97 a month.  Discussion ensued regarding the payment to the Irrigation Manager’s personal insurance vs. the savings for the District and the possibility of the rate increasing if the Irrigation Manager was on the current policy.  After lengthy discussion the Board of Directors made the following motion.

MOTION

Member Courtland Rouse made a motion to continue the Irrigation Manager’s insurance compensation and to increase it $25.97 a month.  President Karen Mills seconded the motion.  Motion Passed, unanimously.    

E.  Discussion on absentee voting procedures and responsibility of Board Secretary   

per A.R.S. Section 48-2920.2:

Office Manager Brenda Brown stated that Secretary Carrie Kuitunen requested during last month’s meeting, that this be put on this month’s agenda under Board Reports.  President Karen Mills stated Article 1 is listed in Formation and it’s done by the County of Supervisors.  In the County there is no one else to hold the Elections because we’re not a District at that point. If the District wanted to change the way we were formed, then the County of Supervisors would handle it.  Since the District has been formed, now we refer to Article 4, District Elections and then the County is no longer involved.  In Article 4 3023 Secretary must file Certified Statement of Results but other than that there is no activity needed from the Board Secretary.  Secretary Carrie Kuitunen stated that she had called Jim Barton at the Attorney General’s Office and was told that the Secretary of the Board is responsible for the absentee early ballots.  Carrie requested for the District obtain a post office box in the amount of $29.00 for six months and to have the ballots mailed there.  President Karen Mills asked who would retrieve the ballots on Election Day.  Secretary Carrie Kuitunen stated as Board Secretary it’s my duty to collect the early ballots.  Office Manager Brenda Brown stated that she had called Chrisie Passerrellie from the County Election Department and according to the County an Elected Official cannot touch the ballots.  Discussion ensued regarding the differences between Article 1 Formation and Article 4 District Elections.  Secretary Carrie Kuitunen stated that if it’s going to mitigate the District’s liability against the possibility of somebody filing a complaint at the Attorney Generals Office for voter irregularities I “Carrie” think it’s prudent.  Carrie also stated that she is not asking to change the voting procedures.  Carrie is asking for one thing that she feels is important and if it’s her responsibility then she needs to be comfortable handling that responsibility.   Carrie went on to say that she is not comfortable being responsible for absentee voter ballots when they come into the office when she hadn’t even seen them.  Carrie also stated that how can she be held accountable for those.   Discussion ensued regarding the past elections and how they all have been handled under Article 4.  Secretary Carrie Kuitunen stated that she wanted to set up the post office box and be in charge of handling the key.  President Karen Mills stated that we need to examine Title 48 Article 1 and Article 4 and the relevant Title 16 to see how it affects the District’s election process.  
MOTION

Member Courtland Rouse made a motion to approve a Post Office for the amount of $29.00.  Secretary Carrie Kuitunen seconded the motion.  Motion Passed, unanimously.
F.   Discuss and possible action to ratify the District’s attorney fees $3,430.00 for 

the special action filed by homeowners Randy Videen and Von Jones pursuant to A.R.S. Section 48-2982 and A.R.S. Section 38-431.07(B)

MOTION

Member Courtland Rouse made a motion to ratify the District’s attorney fees $3,430.00 for the special action filed by homeowners Randy Videen and Von Jones pursuant to A.R.S. Section 48-2982 and A.R.S. Section 38-431.07(B).  Secretary Carrie Kuitunen seconded the motion.  Motion Passed, unanimously. 

G.  Discuss and possible action to approve Attorney fees for Wilson and Associates 

in the amount of $12,526.50 for the legal opinion of the relocation of new lines:

MOTION
Secretary Carrie Kuitunen made a motion to approve attorney fees for Wilson and Associates in the amount of $12,526.50 for the legal opinion of the relocation of the new lines in the bridle path.  President Karen Mills seconded the motion.  Motion Passed, unanimously


President Karen Mills stated that the Board will go out of order and go back to New Business C.  President Karen Mills stated that the Attorney felt it was important for this to be on the agenda; therefore, a phone call will be made as to why this item was left on the agenda.  Member Courtland Rouse stated that during last month it was brought up if Brenda and Richard could converse with the attorney.  They are considered senior policy staff they are entitled to be in Executive meetings if the Board asks.  They have the ability to call the attorney with questions. This is per Robert Lynch.  President Karen Mills stated that Brenda does have to call the attorney from time to time because she holds information.  The District now has a Custodian of Records, which is Richard Mitten and he will have to call the attorney when needed.  

9.  CALL TO PUBLIC:







1. Office Manager Brenda Brown reported that this is regarding the correspondence from homeowner Randy Videen and the missing receipts.  Brenda stated that in early 2010 a book that was used for cash receipts that had been dated 2004 or 2005 was inadvertently misplaced, lost or destroyed.  At which time it was reported to the Arizona State Library and Archives and had been discussed at the June 2010 Regular Board of Directors Meeting.  References are made to two (2) receipts approximately $11.25 and $21.25 for a total of $32.50, which keep resurfacing as if it was never dealt with. When in fact, the District had changed the procedure and started invoicing for copies which was long over due, notating the accounts of the receipt number and never substituting a “Post it” for an official numbered receipt.  

2. Homeowner Dr. Nancy McEachern stated that last month she requested to see what percent of this rise in attorney fees is due directly or indirectly to Randy Videen.  Irrigation Manager Richard Mitten stated that during the budget meeting in May of this year it comes out to be $2.17 per acre per month for attorney fees.  Discussion ensued regarding the budget committee and how the funds are put together for legal fees.  Walt Michaels stated that the attorney fees are skewed and the District received other attorney bills from Wilson and Associates during last year’s budget.  Walt also agreed to bring the information in from Wilson and Associates for President Karen Mills.  

3. Homeowner Larry Hudson stated his concerns regarding record management and offered ideas on scanning for future references.  Larry also stated that he would like to have a discussion on election procedures and the possibility of installing GPS systems on the District vehicles.  President Karen Mills asked Larry Hudson to review the election process in accordance to statutes.
4. Homeowner Victor Armendariz stated that he has no questions at this time.  

10.  ADJOURNMENT:

Without objection, meeting adjourned at 10:02 PM.

Dated this _____ day of ______________________, 2011

Submitted by:  Brenda Brown, Office Manager
Minutes accepted on: __________________, 2011 by Secretary ______.

*Note:  All attachments are filed with the original minutes and may be viewed at the District Office   
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