Interstate Pest Control Compact

Interstate Pest Control Compact (IPCC) and Pest Camol Insurance Fund
Annual Meeting of the Governing Board
Saturday, September 17, 2011
7:30 AM - 8:30 AM
Little American Hotel, Salt Lake City, UT

[Draft]
Attendees:
Member States Present (26):
Arizona — Don Butler
California — Karen Ross
Colorado — John Salazar
Delaware — Ed Kee (IPCC Chair)
Indiana - Joe Kelsay
Louisiana — Mike Strain (IPCC Treasurer)
Maine — Walt Whitcomb
Michigan — Gordon Wenk (MDA staff)
Minnesota — Dave Frederickson
Mississippi — Lester Spell
New Jersey — Doug Fisher
North Carolina — Richard Reich (NCDACS staff)
North Dakota — Doug Goehring
Ohio — Jim Zehringer
Oklahoma - Jim Reese
Oregon — Lisa Hanson (ODA staff)
South Carolina — Martin Eubanks (SCDA staff)
Tennessee — Jai Templeton (TDA staff)
Texas — Drew DeBerry (TDA staff)
Utah - Leonard Blackham
Vermont — Chuck Ross
Virginia — Matt Lohr
Washington — Jeff Canaan (WSDA staff)
West Virginia — Steve Miller (WVDA staff)
Wisconsin - Ben Brancel
Wyoming — Jason Fearneyhough
Others Present (3):
Charlie Coffman - IPCC Executive Director
Carrie Castille — IPCC Treasurer Assistarid&puty Assistant Commissioner, Louisiana

Department of Agriculture & Forestry
John Campbell — Mississippi Department ofidgjture & Commerce staff
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Call to Order
Chairman Ed Kee (DE) welcomed everyone to the mgethd asked Executive Director Charlie
Coffman to call the roll.

Roll Call of Member States

Charlie called the roll and counted 19 member statesent. Chairman Kee noted that a
guorum (19) was present and thanked everyone foglaligent on a Saturday morningNote:
Upon examination of the attendance roster followtimgy meeting, it was noted that seven
additional states were represented for a total @) 2

Report of the Chairman

Chairman Kee: On the agenda is a report of theroha and what | really want to say is thank
you to Charlie Coffman for holding everything tdget over the past year and before that.
We’ve been in a transition (with the treasurer ppos) and also owe special thanks to
Commissioner Strain and Carrie for really doingteolf legwork on this over the past year.

Please note that the Governor of Utah is comirgpout 8:30, so we want to be forewarned and
get our business done efficiently.

Our first item is the report of our Executive DitecCharlie Coffman.

Charlie: Thank you Chairman Kee; | have just a Fewisekeeping items before we get started.
Each of you should have a paper copy of the agandany PowerPoint presentation at your
location. There were some minor adjustments td’theerPoint since | sent it out. | apologize,
but | inadvertently duplicated one table in thafinial report in the draft | sent out but that's
been fixed in the copy you have today.

If you are concerned that you’re not getting theudoents or other mailings | send out, please
see me or e-mail me. If there is anyone else am staff that you'd like to have on the
distribution list other than the ones that areadseon there, | will be happy to add those for you.

There is an attendance roster going around; lestarover here on the left with Don. Please be
sure to sign that to document your state’s prestaraguorum purposes and if you see anybody
come in after it has gone around, please try totgetthem. Perhaps Robin Gothard from
Commissioner Douglass’ staff can help with that iboecessary.

Not that | expect any of you to necessarily needbneto save the Compact money after the
meeting this morning I'll be on my own time. Myfeiis with me and we’ll be doing some
sightseeing, but if you need me at any time for @ach business I'm in room 716. I'll be here
until Tuesday so just to make that note.

Approval of the February 15, 2011 Mid-Year MeetingMinutes

Chairman Kee noted that the mid-year meeting mshéal been previously distributed and
called for a motion and a second to approve sahpproval was moved by Mississippi and
seconded by Wyoming. Motion carried.
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Executive Director’'s Report
Executive Director Coffman gave his report hightigh issues affecting the Compact since the
mid-year meeting on February 15, 2011 as follows:

Membership
There have been no changes in membership singeithgear meeting. We continue to remain

static with 39 total parties; that's 38 states Bnérto Rico.

Assessments in Progress — Louisiana and Wisconsin
Louisiana paid its third installment on April 6 adsconsin was billed for its final
installment on September 2. There are no othestanding fees.

Enabling Legislation — Arizona and Nebraska

As those of you who have attended the last coupteeetings know, Arizona and
Nebraska lost their voting privileges as a resttiai being able to get their enabling
legislation passed in the six-year period aftey {hed their assessment fee. | was just
informed here at the meeting by Arizona DirectonButler that they feel they're in a
position to move on theirs. He has a draft copthefbill and some legislative support,
so we certainly hope they are successful and teajet them back to full membership.

I -

g AK l 0 Member States

Qj/Mt Non-Member States
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Treasury Status

The engagement letters for financial reporting txdreturn services were drafted by Silva
Gurtner & Abney, approved by the Executive Commitead signed by the Executive Director
on May 6. The estimated approved fees for theséces were $2,000 for financial reporting
and $1,200 - $1,500 for the tax return servicége ihcorporated these fees into the FY 2011-12
budget.

Dr. Castille and I have talked here at the meeatingut the need for a separate engagement letter
from the firm for the mid-year financial report.nCe the final draft of the letter is ready, it will

be passed through the Executive Committee for ajaptmefore it is signed. I'm hoping the cost
figure will come in a little lower for this mid-yeaeport. We'll just have to see how that goes.
We’'ll be working with the firm in the coming montbs the tax return, the new engagement
letter and the mid-year report.

The FY 2011 Financial Report was prepared by SBuainer & Abney, distributed to the
Governing Board on August 30 and posted on the ieebe September 9.

Tax Status

To recap quickly; our five-year advance ruling pdrivas scheduled to end on June 30 of this
year and we’ve failed to me the public support testng any of the years since our 501(c)(3)
status was granted in 2006. The direction appraewékde February meeting was for me to seek
501(c)(5) status under that category’s agricultarghnization definition.

As directed, | proceeded to contact the InternaleRae Service (IRS) after the meeting by letter
on March 11; it took two months to get a respon&iter getting their letter, | ended up calling
them twice; once on June 16 and again on AugusMIffat was learned was that we could
proceed to file for reclassification as a 501(cgbany time and the advance ruling period, this
kind of set me back a little, had been eliminatéde had no written notice of the latter.
Apparently, it just happened this spring and Wi Istiven’t received any written notice of it. |
would have thought they would have sent notices&reorganization that was under an advance
ruling period. | found out about it during onetbé phone conversations. They said as long as
we’d been filing our tax returns properly and andj that we didn’'t have anything to worry
about, so | think we’re in good shape there.

In addition to the above, | asked if there was pogsibility that we could maintain our 501(c)(3)
status as a private foundation, since further repdn my part suggested there was, and was told
that all we had to do was to continue filing ouuuras as we had been. | believe it is more
complicated than that, but didn’'t argue the posit gelt more research needed to be done and
that we would need to seek a written opinion frowent in the end. When you look at the
definition of a private foundation under 501(c)(8% not clear whether we can qualify for that

or not.

Following my contact with the IRS, | contacted &i&urtner & Abney for an informal opinion,
since they are going to be doing our tax returs yieiar. They encouraged us to go ahead and
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take advantage of what was to be our final yeaeutite advance ruling and file the long Form
990 that will be required of us this year and lesagl with that.

In the conversation | had with the IRS on Augustth@ gentlemen | talked with said all we
needed to do in the future was to file a 990 PFffovate foundation) instead of the 990 and that
would take care of us under our current 501(c}{@),'m not sure that’s correct. Silva Gurtner

& Abney recommended that we explore our optionhécoming months to maintain our
501(c)(3) status without meeting the public suppest before we file for 501(c)(5) recognition.
Additional assistance with this has been offeredCbynmissioner Gary Black from Georgia. He
has recommended that | call an accountant theywaweworks with a lot of non-profits to get
another opinion and | plan to do that.

Conflict of Interest Policy

The annual distribution of the conflict of inter@stlicy was initiated following the mid-year
meeting. The chronology of my effort to date to @éof your signatures is as follows: The
policy and a signature page went out with an exgilan via e-mail on February 25. With only
nine responses received by May 23, a reminder b those that had not responded and that
brought in an additional 10 by August 17. A secogminder went out on August 18 in an effort
to pull in the remaining signatures before the ahmeeting and | believe | now have all but two
of those, as | have received several here at tletimge

2011 Annual Report
The annual report was prepared by the Executivedr in August, distributed to the
Governing Board on September 7 and published ow#site on September 9.

Funding of Temporary Interstate Duty for State Pargel in Plant Pest Emergencies

This is a piece of business that needs to have stwsere put to it. We had a lot of new
members at this year’'s mid-year meeting and it meon that agenda. It is something that was
introduced at the 2010 mid-year meeting by Natidtiaht Board (NPB) President Carl Schultz.
He referenced the cooperative use of state personwddfire control and animal disease
emergencies within state and federal circles. &iie the NPB would like to see a parallel
mechanism for plant pest emergencies. He speduldtiether the IPCC could underwrite such a
mechanism with backing from APHIS and we lookethat. The Technical Advisory
Committee and | reviewed Compact language withctinelusion that existing language would
support such an endeavor. After that, nothing mae done on our part. The NPB continued
its pursuit of this with APHIS into 2011 with thgentual determination that there were too
many legal obstacles for APHIS to fund such a meisiathrough the Compact. Efforts
continue by the NPB and APHIS to find an appropriathicle to fund a cooperative emergency
response mechanism that provides for temporarysiate duty by state personnel in plant pest
emergencies. | just wanted those of you who wereron this when it came out originally to
know exactly what was going on if you hear it betalied about.
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Treasurer’'s Report
Executive Director Coffman gave the Treasurer'sdefor Commissioner Strain.

Year-End Financial Report

All of the tables for the formal report are in tAewerPoint slides, so I’'m not going to go

through those individual tables. If you have angsiions, you can certainly ask us, but in the
interest of time I'm just going to move on throutjose as we have done in the past. Looking at
the highlights, total assets as of June 30 ofytibés were $1,186,376.00. This represents an
increase of $9,706 from June 30 of last year. Fanes$nvested in a MorganStanley
SmithBarney portfolio at varying rates of yield.

As for the investment risk, the IPCC portfolio fmlls the conservative investment strategy
approved by the Governing Board on September 1B).2(hvestments were diversified in the
following way as of June 30:

Money Market Funds 9%
Accrued Interest 1%
Exchange Traded and Closed End Funds 10%
Preferred Stocks 1%
Corporate Funds 45%
Mutual Funds 34%
100%

Contracts payable reported as $52,000 represemeazbhtractual balance due to the state of
Minnesota for its approved eradication program ske@son.

Total revenues amounted to $49,631, of which incomavestments totaled $41,234.
Wisconsin paid the second installment on theiestasessment and Louisiana made their third
installment payment. No donations were received.

Investment income covered all of the administraéimd operating costs of $26,430 for the fiscal
period. There were no fees or expenses assoueidtiethe investments.

A copy of the full report was sent out prior to theeting for Governing Board member files and
has been posted on the website.

At this point, I'm going to turn it over to Commisger Strain to make any comments he might
like to make and also Dr. Castille if she has any.

Commissioner Strain: Thank you, Charles. | alsmtwo thank the investment committee and
that would be Director Tom Jennings, Commissiontev&Troxler, and Secretary Kee. What
we’'ve done, we've taken a hard look at the differemestments that we have to make sure they
are safe as these are all government funds. Taefaeturn is anywhere from 2 or 3 to 5%, but
we’ve had a pretty sound investment strategy. @/gicue to work with Claire Meade, who is
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our investment person with MorganStanley SmithBwrri2o you have any questions on where
we have the monies? Dr. Castille, do you havecamyments?

Dr. Castille: No comments.
Commissioner Strain: Okay, thank you.

Chairman Kee: Thank you Commissioner and Dr. @asti will entertain a motion to accept
the year-end financial report as presented. Metidoy North Dakota, thank you; seconded by
Oklahoma. Any discussion on the motion? All imdaof the motion signify by saying ‘I’;
opposed... none. Thank you. Motion carried.

FY 2011-2012 Budget Approval

Chairman Kee: The next item is the FY 11-12 bu@ggroval. It is in your packet, the sheet
with the spreadsheet, and it is on the screenkthan. Are there any questions for Charlie? We
can entertain those. | would just say it is villuthe same level except the Colorado project is
complete, so if you go down the blue column you @@ the annual budget is less than the
previous year, primarily because of the completibthe Colorado project. Charlie, do you have
anything to add to that? Are there any questitagiathe proposed budget or comments?

Charlie: | might just say that we began purchasimgdirectors and officers liability insurance
policy last year and the premium on that has ggna little bit. | wasn’t too keen on that, but |
included that increase, and the $850 that’'s shawatleer expense, that's the fee that would be
required if we filed for 501(c)(5) status with tHeS, so | plugged that in as a contingency.
There is no figure in there yet for the additioeaagement letter that we’ll need from Silva
Gurtner & Abney for the mid-year financial repdstit | was planning to submit that when | get
the information from them and have it ready for Ex@cutive Committee.

Chairman Kee: Motion to approve the budget, pledgetioned by Wyoming; seconded by
Wisconsin. Thank you, any other questions abaiptioposed budget? Hearing none...

Commissioner Doug Goehring (ND): Nothing specifiaf in the future could we have the font
just a little bit larger?

Chairman Kee: Some guys look like they're getider, but we’ll take that into consideration,
thank you. Okay, with no further comments, allshdn favor of the motion to approve the
budget signify by saying ‘I'; opposed... none. Oktngnk you. Motion carried.

The next item on our agenda is the insurance flaiths/projects; I'll turn it back to Charlie.

Insurance Fund Claims/Projects

Historical Denials

At the mid-year meeting, | think it was Director lizofrom Oregon that asked as we were going
through and considering approval of the Minnesgtasyg moth claim project, if there had been
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any historical denials of project proposals. |slne research on that and wanted to close it out
with everybody, since the question was asked.

A review of the projects’ history table lists twane for cereal leaf beetle all the way back in

1970 and one for a common barberry survey in 199 table also lists a claim for gypsy moth
eradication in 1985 that was withdrawn and two \wHess money was spent than originally
requested; one for white-fringed beetle contrdl%79 and one for Echium vulgare eradication

in 2005. As a hedge against whether these listiege exhaustive, | consulted with previous
Executive Director Bob Balaam, who built the webdiy the way, and he said he had researched
the record to construct the table for the websitkta the best of his knowledge that was a
complete list, so that should close that out for us

Colorado: Eradication of Yellow Starthistle in TWemlorado Counties —

As Chairman Kee said, we had the closing out ofdblrado project against yellow starthistle,
which was the third year of that project. Theica®d interim report, a report that is done every
year which is more thorough than the update thptasented at these meetings, dated March 15,
was published on the website on March 18. It dam lae found in the recently completed 2011
Annual Report, which is on the website.

An update on the project’s final field season tigtodugust was provided by the Colorado
Department of Agriculture’s Steve Ryder. That mfiation is provided in the bullets in my
slide, but I'm not going to go through those witie time constraint we have. | don’'t want to
short change the project, but you can read thodeley can also be found in my personal
Executive Director’'s Report that was distributed/éol prior to the meeting. The final report on
the project will be due March 15, 2012, after whichill be put on the website, so you can look
for it there.

Minnesota — Gypsy Moth Eradication

| do want to touch on the Minnesota project, aavehthe bullets from their update here as well
for you, mainly just to show you how fast we canvmon projects. The cooperative agreement
was finalized on February 22 with Commissioner Eragkson’s signature. | didn’t start work
with them on the application until December angas finalized prior to the mid-year meeting,

S0 you can see how quickly we were able to movejeBt treatments were completed on June 3,
the invoice for the full claim amount of $52,000svaceived on August 9 and Dr. Castille paid
the claim on August 15. The final report on thejgct is due January 31, 2012, and that will
also be loaded on the website when it is complefgghin, you have the bullets there, but I'm

not going to go through those in the interest ofkti

Unfinished Business

We have the bylaws amendment to address and vdtesomorning that was read at the mid-
year meeting. Just briefly, Article 9 on Finanibeg put up the same slide we used then,
addresses audits. It says the receipts and desiberds of the insurance fund shall be subject to
the audit and accounting procedures establishedrutsdbylaws. It goes on to say that these
audits shall be conducted yearly by a certifietla@nsed public accountant, but there were never
any procedures put in the bylaws for this. Sohwibny Amoroso and Mauldin & Jenkins’ staff,
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who we were working with at the time, we put togetan amendment to Bylaw 7 by adding an
‘e’ to it. Bylaw 7 is “Financial Affairs” and weid read this at the mid-year meeting as required
by the bylaws for an amendmentThe insurance fund receipts and disbursements bkall
accounted for using generally accepted accountimgpples and mid-year (January) and
annual (July) reviews conducted of that accountirag culminate in reconciled mid-year

and annual financial reports. Full audits will gnbe conducted at the request of the Governing
Board.” I'll turn it over to Chairman Kee for a motion timat.

Chairman Kee: OK, does everyone understand theemdthose of you that were here at the
mid-year probably remember some of the histori}.etitertain a motion to accept that bylaws
amendment. Okay, motioned by North Carolina armorsged by North Dakota. Any further
guestions or discussion on the amendment?

Commissioner Strain: Do you think we should giveome clarification... to better understand
it?

Chairman Kee: Sure.

Commissioner Strain: The reason we're doing thigen you look at the amount of transactions
they are very, very low and to do a full auditasturrently described would be costly. What
we’re saying is that our CPAs will do a review lbgrglard accounting practices, but it had been
in the bylaws for all these years that we were sapg to be doing these full audits which can
run $5-10,000 each time for just a handful of teanti®ns. So therefore, in order to have our
bylaws reflect what we have been doing, which wersegally accepted, is why we have the
amendment. But it also says that full audits élconducted at the request of the Governing
Board. So that when you turn in these reportsakgan compliance with what our bylaws say.

Chairman Kee: Thank you, commissioner; very helpAny other questions or discussion?
Okay, hearing none, all those in favor of the amest as presented signify by saying ‘I’;
opposed... none. Okay, thank you. Motion carried.

New Business

Personal Services Contract of the Executive Dinefdstributed prior to the meeting) —
Renewal with no changes

Chairman Kee: The next item we’re moving to is rmginess and that would be approval of
the personal services contract for the Executiveddr and that is reflected in the proposed
budget or the finance part of it is. Charlie, dayave anything you'd like to say.

Charlie: No.

Chairman Kee: So I'll entertain a motion for wiea one year contract with no changes, and it
was distributed, so I'll entertain a motion for apyal of this personal services contract for
Charles Coffman. Motioned by California; secondgdNorth Carolina. Any questions or
discussion? Okay, seeing none, all those in fa¥approving the contract signify by saying ‘I'.
Thank you. Motion carried.
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Election of Officers and Executive Committee fat122012

Chairman Kee: This slate was discussed and satrioed at both the mid-year meeting and in
the months after that. You can see the slateiadéing presented. All of these folks have
agreed to do this, so | will entertain a motioratcept the slate for both the officers and the
executive committee as presentddotioned by Wyoming; seconded by Vermont. Any othe
guestions or discussion? Okay, all in favor oftihe slates as presented signify by saying “I7;
opposed... none. Motion carried.

Officers Slate

Chairman.........cooo i Tom Jennings (IL)
Vice Chairman.............oooiiiiii i Katy Coba (OR)
SECIELaANY ... Walt Whitcomb (ME)
TrEASUII ...t e Mike Strain (LA)

Executive Committee Slate

Chairman.........cooo i Tom Jennings (IL)
Midwestern Region.............cooeieiie i i, Keith Creagh (MI)
Northeastern Region.............c.ocoviiiiii e, Chuck Ross (VT)
Southern Region..........c.ooovviiiii i, Gus Douglass (WV)
Western Region..........ccooviiiii i, Jason Fearneyholty )

Chairman Kee: Okay, thank you very much. Is tlzemngother new business to come before the
Compact?

Commissioner Fredrickson: Thank you, | missed mpyaotunity to extend my appreciation for
the expediency regarding the moving of the resautcdlinnesota. We’ve been a member
since 1969, I'm told, and we’ve applied for fundsabcouple of occasions, and again | want to
compliment you, Charlie, and the staff for movihgttthrough on a rather quick basis. We were
stuck with some financial problems at the state plaist year with a significant deficit and a
government shutdown. With the exception of thedspent of Agriculture, we were fortunate
enough to have our budget move along, so againktyau very, very much, and | want to thank
the state of Wisconsin and North Dakota, our nedglstates, for submitting letters of support

for the project. So, thank you.

Chairman Kee: Thank you, we appreciate that comumieins a system that works and |
appreciate your observation, sir.

Any other new business to come before the Comp@tt&y, hearing none and seeing none, I'll
entertain a motion that we adjourhlotion to adjourn was made and seconded. Meeting
adjourned at approximately 8:10.
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* Note: Appreciation is extended by the Executire®@or to West Virginia Department of
Agriculture (WVDA) Senior Executive Assistant Rdbathard for providing the transcript from
which the minutes were prepared and to the WVDAsr@anications Director Chris Kelly-Dye
for her assistance with maintaining the Compactbsite.



