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EXECUTIVE SUMMARY
PERKINS MOUNTAIN UTILITY COMPANY AND
PERKINS MOUNTAIN WATER COMPANY
DOCKET NOS. SW-20379A-05-0489 AND W-20380A-05-0490

On July 7, 2005, Perkins Mountain Utility Company (“PMUC” or “Wastewater
Company”) and Perkins Mountain Water Company (“PMWC” or “Water Company”)
collectively referred to as (“The Utilities™) filed applications with the Arizona Corporation
‘Commission (“ACC” or “Commission”) for Certificates of Convenience and Necessity
(“CC&N”) to provide wastewater and water services in portions of Mohave County, Arizona.
On September 14, 2005, the Utilities filed an amendment to the applications to include a revised
legal description. On November 10, 2005, Utilities Division Staff (“Staff”) filed its Staff Report
in the docket. On March 31, 2006, the Water Company filed a second Amendment to its
Application for a CC&N. The second Amendment requested a CC&N for a portion of the
service area originally requested and an Order Preliminary for the remainder of the service area
originally requested :

Based on the information provided in this docket and from Staff’s review of other
available materials regarding the Utilities and related affiliates, Staff has reevaluated its prior
- recommendations made in its initial Staff Report. Staff believes that the ultimate obligation of

the Commission is to protect the public interest, to that end the imposition of reasonable.
_conditions to ensure the Utilities are conducting their business operations in a manner which will
-not compromise the interests of its customers should be required.

‘Water Service — CC&N

Staff recommends the Commission approve PMWC’s application for a CC&N for Phases
1, 2, 3, 7 and part of Phase 4 for Golden Valley South within portions of Mohave County,
Arizona, to provide water service, subj ect to the following condition5'

1. That the Cornrmssmn find that the fair value rate base of PMWC S propPrty devoted
to water service 18 $2,406,039. '

2. That the'Commissi'ondapprove Staff’s rates as shown on Water Schedule REL-5-Rate
Design in the Rate Analyst Report, attached to the November 10, 2005 Staff Report.
In addition to collection of its regular rates, PMWC may collect from its custorners a
proportionate share of any anllege sales or use tax.

3. That the Commission requlre PMWC to file with Docket Control, as a compliance
item, a tanff consistent with the rates and charges authorized by the Commission
within 30 days of the decision in this matter.

4. That the Commission require PMWC to notify Docket Control, as compliance item in
this docket, within 15 days of providing service to its first customer

5. That the Commission require PMWC to file a rate application no later than six-
months following the fifth anniversary of the date it begins providing service to its
first customer



- 10.

That the Commission require PMWC to maintain its books and records in accordance

with the NARUC Uniform System of Accounts for Water Utilities.

That the Commission require PMWC to use the depreéiation rates recommended by
Staff.

That the Commission require PMWC to seck other means of ﬁnancmg that do not
include contributions. :

- That the Commission require PMWC’s charge for mmnnum depos1t be as per A.A. C

R14-2-403(B)(7).

That the Commission require PMWC to file with Docket Control, as a compliance
item, copies of the Approval to Construct (“ATC”) for phase 1 of for Golden Valley
South project when received by the Company, but no later than 3 years after the

. effective date of the order granting this application.

11.

12

13.
“item, for review and approval by the Director of the Utilities Division, a backflow

14.

15.

16.

That the Commission require PMWC to file with Docket Control, as a compliance
item, for review and approval by the Director of the Utilities Division, a curtailment
tariff within 90 days after the effective date of any decision and order pursuant to this
application. The tanff shall generally conform to the sample tariff found posted on
the Commission’s web site (www.cc.state.az.us/utility) or available upon request
from Commission Staff. ' '

That the Commission require PMWC to file with Docket Control, as a compliance
item in this docket, a copy of all related franchise agreements for the requested area .
within 3 years of the decision in this matter.

That the Commission require PMWC to file with Docket Control, as a compliance

prevention tariff within 30 days of the decision in this matter. The tariff shall
generally conform to the sample tariff found posted on the Commission’s web site
(www.cc.state.az.us/utility) or available upon request from Commission Staff.

That the Commission require PMWC to provide an irrevocable letter of credit or a
performance bond of $2,500,000. The bond or letter of credit shall remain in place
until further Order of the Commission, but at least until the Commission’s decision on
PMWC’s first rate case. Proof of the performance bond or letter of credit shall be
filed in this docket, as a compliance item, prior to service being provided to any
customer. Thereafter, the proof of the performance bond letter of credit shall be filed
semi-annually on June 30™ and December 31st covenng the precedmg six month
penod ‘

That the Commlsswn require PMWC to ﬁnance at least 50- -percent of its plant with
equity. o : :

That the Commission require PMWC to file with Docket Control, as a compliance in
this' docket, semi-annual reports on the status of all pending litigation against Mr.

Rhodes and all the Utilities® affiliates. Such semi-annual report shall be filed within-




60 days after the end of each calendar semi-annual period and shall continue until
- further Order of the Commission.

17. That the Commission require PMWC to notify the Commission within 15 days, as a
compliance item, of any change in the ownership of the Water Company.

18. That the Commission require PMWC to file with Docket Control, as a compliance in
this docket, a copy of Arizona Department of Water Resources (‘“ADWR”) Letter of
Adequate Water Supply for each individual Subdivision in the requested area, when
received by the Company, but no later than 15 days after receipt.

Staff further recommends that the Commission’s Decision granting the requested CC&N
to PMWC be considered null and void, after due process, should PMWC fail to meet Conditions
Nos. 3, 10, 11, 12, and 13, listed above withrn the time specified.

"~ Water Service — Order Preliminary

Staff also recommends the Commission issue an Order Preliminary to PMWC for a
CC&N for Phases 5, 6 and the remaining portion of Phase 4 of Golden Valley South, and all of
The Villages at White Hills within portions of Mohave County, Arizona, to provide water
service, subject to comphance with the following conditions:

1. That conditions to approval of water service CC&N are hereby mcorporated by
, reference and apply equally to the 1 issuance to the Order Prehmrnary '

2. That the Commission require PMWC,to file with Docket Control, as a compliance
item, an amended legal description for The Villages at White Hills CC&N area
including the entire 440 acres of land that is owned by Sports Entertainment no later
than 15 days after the effective date of the order granting the Order Preliminary.

3. That the Commission require PMWC to file with Docket Control, as a compliance
item, copies of the ATC for phase 1 for The Villages at White Hills project when
received by the Water Company, but no later than 3 years after the effective date of
the order granting the Order Prehmmary

4. That the Comrnission require PMWC to file with Docket Control, as a compliance -
item, copies of the ADWR Analysis of Adequate Water Supply demonstrating the
-availability of adequate water for Phases 5, 6 and the remaining portion of Phase 4 of
Golden Valley South, and all of The Villages at White Hills when received by
PMWC, but no later than 3 years after the effectrve date of the order granting the
Order Preliminary. :

5. That the Commission require PMWC to file with Docket Control as a compliance
item in this docket, a copy of all related franchise agreements for the requested area
kwrthm 3 years of the decision granting the Order Prehmmary

6. That after PMWC complies with above' requrrements 2, 3, 4,rand#5. PMWC shall
 make a filing stating so. Within 60 days of this filing, Staff shall file a response. The
Commission should schedule this item for a vote to grant the CC&N as soon as




possible after Staff’s ﬁling that confirms PMWC’s compliance with items 2, 3, 4, and
5- . ) - .

Wastewater Service — CC&N

Staff recommends the Commission approve PMUC’s épplication for a CC&N for Phases
1, 2, 3, 7 and part of Phase 4 for Golden Valley South within portions of Mohave County,
Arizona, to provide wastewater service, subject to the following conditions:

1.

That the Commission find that the fair value rate base of PMUC’s property devoted to
wastewater service is $2,581,198.

That the Commission approve Staff’s rates as shown on Wastewater Schedule REL-
5-Rate Design in the Rate Analyst Report, attached to the November 10, 2005 Staff
Report. In addition to collection of its regular rates, PMUC may collect from its
customers a proportionate share of any privilege, sales or use tax.

That the Commission require PMUC to file with Docket Control, as a compliance
item, a tariff consistent with the rates and charges authorized by the Commission
within 30 days of the decision in this matter. - :

That the Commission require PMUC to notify Docket Control, as compliance item in
this docket, within 15 days of providing service to its first customer.

That the Commission require PMUC to file a rate application no later than six-months

following the fifth anniversary of the date 1t begins providing service to 1ts first

customer.

10.

That the Commission require PMUC to maintain its books and records in accordance
with the NARUC Uniform System of Accounts for Wastewater Utilities.

That the Commlssmn require PMUC to use the deprematlon rates recommended by
Staff.

That the Commission require PMUC to seek other means of ﬁnancmg that do not
include contnbutlons

That the Commission require PMUC’s charge for minimum dep051t be as per AAC.
R14-2-603(B)(7) and (8) ‘ ~

That the Commission require PMUC to file with Docket Control, as a compliénce
item, copies of the ATC for phase 1 for Golden Valley South project when received
by PMUC, but no later than 3 years after the effective date of the-order grantmg this .

~application.

11.

That the Commission require PMUC to file with Docket Control, a’s'\a compliance
item, a copy of APP for the Golden Valley South project when received by PMUC,

“but no later than 3 years after a dec151on s issued in this proceedmcr



12.

13.

14.

That the Commission require PMUC to obtain Section 208 approval from Arizona
Department of Environmental Quality (“ADEQ”) within 3 years from the effective
date of the decision in this matter and file with Docket Control, as a compliance item
in this docket, a Notice of Filing indicating the Section 208 approval for the Golden
Valley South project when received by PMUC, but no later than 3 years from the
effective date of the decision in this matter.

That the Commission require PMUC to file with Docket Control, as a compliance
item in this docket, a copy of all related franchise agreements for the requested area
within 3 years of the decision in this matter.

That the Commission require PMUC to provide an irrevocable letter of credit or a
performance bond of $2,500,000. The bond or letter of credit shall remain in place
until further Order of the Commission, but at least until the Commission’s decision on -
PMUC’s first rate case. Proof of the performance bond or letter of credit shall be-
filed in this docket, as a compliance item, prior to service being provided to any
customer. Thereafter, the proof of the performance bond letter of credit shall be filed
semi-annually on June 30™ and December 31st covering the preceding six month

period.

15.

16.

17.

That the Commission requlre PMUC to ﬁnance at least 50-percent of its plant with
equity. :

That the Commission require PMUC to file with Docket Control, as a compliance
item in this docket, semi-annual reports on the status of all pending litigation against
Mr. Rhodes and all the Utilities” affiliates. Such semi-annual report shall be filed
within 60 days after the end of each calendar semi-annual penod and shall continue

e untll further Order of the Commission.

That the Commission require PMUC to,notify the Commission within 15 days, as a
compliance item, of any change in the ownership of the Wastewater Company.

Staff further recommends that the Commission’s Decision granting the requested CC&N
to PMUC be considered null and void, after due process, should PMUC fail to meet the
Conditions Nos. 3, 10, 11, 12, and 13, listed above within the time specified. -

Wastewater Service — Order Preliminary -

Staff also recommends the Commission issue an Order Preliminary to PMUC for a
CC&N for Phases 5, 6 and the remaining portion of Phase 4 of Golden Valley South, and all of
The Villages at White Hills within portions of Mohave County, Arizona, as amended, to provide
wastewater service, subject to comphance with the following conditions:

1.

That condmons to approval of wastewater service CC&N are hereby mcorporated by
reference and apply equally to the issuance to the Order Prehmmary

That the Commlssmn require PMUC to ﬁle w1th Docket Control, as é compliance

~item, an amended legal description. for The Villages at White Hills CC&N area



including the entire 440 acres of land that is owned by Sports Entertainment no later
than 15 days after the effective date of the order granting the Order Preliminary.

That the Commission require PMUC to file with Docket Control, as a compliance
item, copies of the ATC for phase 1 for The Villages at White Hills project when
received by PMUC, but no later than 3 years after the effective date of the order
granting the Order Preliminary.

That the Commission require PMUC to file with Docket Control, as a compliance
item, a copy of APP for The Villages at White Hills project within 3 years from the
effective date of the order granting the Order Preliminary. ‘

‘That the Commission require PMUC to obtain Section 208 approval from ADEQ
within 3 years from the effective date of the decision in this matter and file with
Docket Control, as a compliance item in this docket, a Notice of Filing indicating the
Section 208 approval for The Villages at White Hills project within 3 years from the
effectlve date of the decision granting the Order Preliminary.

That the Commission require PMUC to file with Docket Control, as a compliance
item in this docket, a copy of all related franchise agreements for the requested area
~ within 3 years of the decision granting the Order Preliminary.

.~ That the Water Company be granted a CC&N for Phases 5, 6 and the remaining
- portion of Phase 4 of Golden Valley South, and all of The Villages at White Hills.

. That after PMUC complies with above requirements 2, 3 4, 5, and 6, and 7 transpires
PMUC shall make a filing stating so. Within 60 days of this filing, Staff shall file a
response. The Commission should schedule this item for a vote to grant the CC&N
as soon as possible after Staff’s filing that confirms PMUC’s comphance with items
2,3,4,5, and 6, and 7 has transplred
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Perkins Mountain Utility Company and Perkins Mountain Water Company
Docket Nos. SW-20379A-05-0489 and W-20380A-05-0490 -
- Page 1

Introduction

On July 7, 2005, Perkins Mountain Utility Company (“PMUC” or “Wastewater
Company”) and Perkins Mountain Water Company (“PMWC” or “Water Company”)
collectively referred to as (“The Ultilities”) filed applications with the Arizona Corporation
Commission (“ACC” or “Commission”) for Certificates of Convenience and Necessity
(“CC&N™) to provide wastewater and water services in portions of Mohave County, Arizona.
On September 14, 2005, the Utilities filed an amendment to the applications to include a revised
legal descnptlon - :

On November 10, 2005, Utilities Division Staff (“Staff’) filed its Staff Report in the
docket. : '

‘On December 5, 2005, a hearing was convened.
e On March 31, 2006, the Water Company filed a second Amendment to its Application
for a CC&N. The second Amendment requested a CC&N for a portion of the service area
originally requested and an Order Prellmmary for the remainder of the service area originally
requested.

Background -

PMUC and ’PMWC are Nevada Corporations, in good standing with the ACC

 Corporations Division, formed to provide wastewater and water utility services to all of the

residents and businesses in the Golden Valley South and The Vlllages at White H1lls master-
planned communities, seeking CC&Ns for these areas.

~Golden Valley South is a master planned community which includes an active retirec
community with an 18-hole golf course, an interconnected community for all age groups, an
1ndustr1al/busmess park area and community commercial areas. Golden Valley South is nine
square-miles (approximately 5,750 acres) and is located approximately five miles southwest of
Kingman, Arizona. The development 1s expected to be compnsed of more than 33 OOO dwelling
units at build- out :

The ‘Villages at White Hills is planned as a self-contained - community to provide.
affordable homes for commuters to the Las Vegas metropolitan area. The development is four -
and one half square-miles (approximately 2,700 acres) and is located approximately 40 miles
northwest of Kingman. The Villages at White Hills is expected to serve both res1dents and
travelers and be compnsed of more than 20,000 dwellmg units.” : S

Rhodes Home Anzona LLC (“Rhodes Homes”) 1s the developer for Golden Valley S

South and The Vlllaoes at Whlte HlllS



Perkins Mountam Utility Company and Perkins Mountam Water Company
- Docket Nos. SW-20379A-05-0489 and W-20380A-05-0490
Page2

Second Amendment to the Application

On March 31, 2006, the Water Company filed a second Amendment to its Application for
a CC&N. In this’ Amendment, PMWC revised its Golden Valley South plans by removing
Phases 5, 6 and part of Phase 4 from the original CC&N area application. PMWC requests a
CC&N for only Phases 1, 2, 3, 7 and part of Phase 4 for Golden Valley South (6-1/8 square-
miles). In addition, PMWC requests an Order Preliminary to a CC&N for Phases 5, 6 and the
remaining portion of Phase 4 of Golden Valley South, and all of The Villages at White Hills.

Thé Propose)d Wastewater System

Using a 20-year planning period, for Golden Valley South, PMUC is proposing to
construct an 8.0 million gallon per day (“MGD”) activated sludge wastewater treatment plant
(“WWTP”) and approximately 100,000 lineal feet of collection system at a total projected cost of
$53.1 million. PMUC is projecting to serve 152 customers in the first year and 2,042 customers
by the fifth year. A reclaimed water system is also being proposed that will consist of pump -
station/storage sites and 58,000 lineal feet of force mains for beneficial use at an estimated cost
of $9.9 million for irrigation of large 1andscaped areas or golf course 1f ultimately included in the
land use plan.

 Using a 20-year planning period, for The Villages at White Hills, PMUC is proposing to
. construct a 6.0 MGD activated sludge WWTP and approximately 41,000 lineal feet of collection
system at a total projected costs of $48.1 million. PMUC is projecting to serve zero customers in
~ the first year and 1,025 customers by the fifth year. A reclaimed water system is also being
proposed that will consist of pump station/storage sites and 25,000 lineal feet of force mains for
beneficial use for irrigation of large landscaped areas or golf course if ultlmately included in the
land use plan. - ~

The Wastewater Company has not received its Arizona Department of Environmental - k
‘Quality (“ADEQ”) Certificate of Approval to Construct: (“‘ATC”) for construction of the
facilities. . Staff recommends that the Wastewater Company file with Docket Control copies of
the ATC for Phase 1 of each project when received by the Company, but no later than 3 years

- after the effectlve date of the order grantmcr this apphcatlon

Staff also recommends that PMUC file with Docket Control copies of the APP and
Section 208 Plan Amendment for each pl‘O_]GCt Wlthln 3 years after a dec131on is issued in thls
, proceedmg

The Proposed Water System -
Usmg a 20-year planning penod for Golden Valley South PMWC is proposing to

»constl uct 15 wells (each producing at 1,200 gallons per minute (“GPM?”)), 10 million gallons of
storage (three sites minimum), booster systems, and approximately 133,000 lineal feet of
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transmission/distribution main at a total cost of $41.4 million. PMWC is projecting to serve 150
customers 1n the first year and 2,040 customers by the fifth year.

Using a 20-year planning period, for The Villages at White Hills, PMWC is proposing to
construct 25 wells (each producing at 500 GPM), five tank/pumping sites (tanks ranging from
0.3 MG to 3.0 MG) and approximately 56,000 lineal feet of transmission/distribution main at a
total cost of $28.6 million. PMWC is projecting to serve zero customers in the first year and
1,025 customers by the fifth year. :

The Water Company has not received its ADEQ Certificate of Approval to Construct for
construction of the facilities. However, Rhodes Homes Arizona, L.L.C, the developer, has been
issued ATCs for a transmission water line (March 30, 2006), 1.0 million gallon storage tank

(April 27, 2006) and well (April 28, 2006). The well is known as Golden Valley Ranch Well
No. 1 (“Well GV No. 17). All these planned fa0111t1es are located outside the northern boundary
of the requested CC&N area. At the appropriate time, the developer will convey these utility
infrastructures to the water provider.

The arsenic levels for the Golden Valley Ranch Well No. 1 is at 7.8 parts per billion
(“ppb”) and Well No. 2 (under design) is at 7.2 ppb and meet the new arsenic standard. The
Villages at White Hills developments’ well sources are unknown at this time. If the arsenic
levels need to be lowered to meet the new MCL for The thlaoes at White Hills development, the
ATC will resolve this issue.

Staff recommends that the Water Company file with Docket Control copies of the ATC |
for Phase 1 for each project when received by the Water Company, but no later than 3 years after
the effective date of the final decision in this case.

The Water Company will not be located in an Active ManagementArea (“AMA”) and
will not be subject to any AMA reporting and conservation requtrements

: On October 19, 2005, Arizona Department of Water Resources (“ADWR”) 1ssued an
~ Analysis of Adequate Water Supply letter finding that 9,000 acre- ~feet per year of groundwater
was physically available for Golden Valley South. This 9,000 acre-feet is less than the Water
Company’s initial projected build-out demands for all seven phases of the development of
15 911 acre-feet per year for approxnnately 33,200 dwelltng umts .

~ Based on the ADWR letter the Water Company ﬁled an amendment to 1ts CC&N :
application. PMWC has amended its request for a CC&N to limit the CC&N area to that portion
of Golden Valley South that can be served with the 9,000 acre-feet per year that ADWR has
determined is currently physically available. The Water Company is now requesting a CC&N to
serve approximately 24,100 dwelling units with 8,735 acre-feet per year of groundwater. In
addition, the Water Company seeks an Order Preliminary to a CC&N for the remainder of the
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Golden Valley South with the issuance of the CC&N for those areas at such time as the
Developer obtains an Analysis of Adequate Water Supply from ADWR and submits such
evidence to the Commission.

On August 14, 2006, ADWR issued an Analysis of Adequate Water Supply letter finding
that an additional 2,895.69 acre-feet per year of treated effluent will be physically available at
build-out. This 2,895.69 acre-feet, along with the 9,000 acre-feet, totals to 11,895.69 acre-feet
per year, which is less than PMWC’s projected build-out demands for the Golden Valley South
development ( including system losses) of 12,196.11 acre-feet per year.

‘The Villages at White Hills is projected for approximately 20,000 dwelling units with the -
Analysis of Adequate Water Supply determination pending with- ADWR. PMWC seeks an
Order Preliminary to a CC&N with the issuance of the CC&N for those areas at such time as the
Developer obtains an Analysis of Adequate Water Supply from ADWR and submits such
evidence to the Commission.

Staff recommends that PMWC file with Docket Control the ADWR Analysis of
Adequate Water Supply demonstrating the availability of adequate water for the requested Order
Preliminary areas within 3 years after the effective date of the decision in this case.

Staff further recommends that PMWC file with Docket Control, as a compliance in this
docket, a copy of the ADWR Letter of Adequate Water Supply for each individual Subdivision
in Golden Valley South and in The Villages at White Hills developments, when received by the
Company, but no later than 30 days of the recelpt.

| Field Inspection of Golden Valley South Development

© On September 21, 20006, Siaff, accompanied by ADEQ employees (Kaicrr Bery and
Andy Wilson) conducted a field inspection of PMWC and the Rhodes Homes Arizona, LLC -
- construction sites for the Golden Valley South development. The purpose of this inspection was
to determine the status of construction activity. Staff noted that all water system construction
activities (transmission water line, storage tank, and Well GV No. 1) have been issued ADEQ
Certificates of Approval to Construct and are located outside the requested CC&N area. No
- water system plant facilities had been installed or constructed within the requested CC&N area.

; The status of the construction activities as of the date of the ﬁeld mspeetion are contained |
‘in Attachment C : ~

N Aquifer Study

~There are three groundwater basins or aquifers in Mohave County, Arizona, namely: the
Detrital Valley, Sacramento Valley, and Hualapai Valley. (See Attachment F, a map of the :
basins). According to the Utilities’ Response to Staff’s Data Requests, the Golden Valley South
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development will withdraw groundwater entirely from the Sacramento Vatley Basin, while The
Villages at White Hills will withdraw groundwater entirely from the Detrital Valley Basin.

Staff contacted the United States Geological Survey (“USGS”), Arizona Geological
Survey (“AGS”), and ADWR inquiring if any groundwater aquifer studies have been conducted -
for Mohave County. All three indicated no studies were conducted. However, ADWR indicated
that in conjunction with USGS, it has initiated studies in the northern Mohave County area and
the final report is expected to be completed by the end of 2008.

Competing Water Pyrojects

In response to Staff’s Data Request, the Mohave County Planning and Zoning
Department (“MCPZD”) provided a list of proposed subdivisions in Mohave County. Some of
the subdivisions, such as the Sterling and The Ranch at White Hills, are massive in size and will
withdraw water from the same aquifers as The Villages at White Hills and the Golden Valley:
South developments. (See MCPZD’s response to Staff’s Data Request filed in the docket on
March 29, 2006, for a list of the proposed subdivisions.) Sterling and The Ranch at White Hills
will withdraw water from the Sacramento Valley Basin and the Detrital Valley Basin,
respectively. S :

Valley Pioneers Water Company, during a discussion with Staff in May 2006, regarding
its Application for a CC&N extension in Docket No. W-02033A-06-0262, informed Staff that
Mineral Park Mine, one of its customers, is proposing to expand its operations and wants to triple
its water usage to 6,500 acre-feet per year. According to Valley Pioneers Water Company’s
response to Staff Insufficiency Letter, Valley Proneers Water Company pumps water from the
Sacrarnento Valley Aquifer. ‘ :

Owuership Structure” = = - = D et L e

In connection with the issuance of additional discovery requests related to determining if
the Water Company has an adequate water supply to serve the proposed CC&N area, the
ownership of the Utilities was changed from Mr. James Rhodes to a wholly-owned subsidiary of
Mr. Rhodes, Rhodes Homes Anzona LLC. : :

, On July 3, 2006, Mr. Rhodes executed a Stock Transfer Agreement which transferred all

of the shares of the Utilities to Rhodes Homes Arizona, LLC which is 100 percent owned by
The Rhodes Companies, LLC (“Rhodes Companies”), which is in turn 100 percent owned by
Sagebrush Enterprises, Inc. (“Sagebrush™). Sagebrush is 100 percent owned by Mr. Rhodes.
~Thus, the ultimate parent of the Utilities remains Mr. Rhodes. ~See Schedule LAJ-1 of
~ Attachment D for an ownership dragrarn for a portron of companres in which Mr ‘Rhodes has an
ownership interest. ' , :

Staft’ s review of some of the afﬁhates ﬁnancral records whrch were provrded under a
- protective agreement resulted in the followrng conelusrons
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‘1. Sagebrush has substantial assets and received an unqualified opinion from its external
auditors for the year ended December 31, 2005. Sagebrush had substantial net
income for the years 2004 and 2005. >

2. Rhodes Companies has received Corporate Family rating of Bl by Moody’s Investors

Service (“Moody’s”). See Exhibit A of Attachment D. The Rhodes Companies also

- received debt ratings from Moody’s of Ba3 (investment grade) for $450 million five-

year senior secured first lien term loan, and Bl (below investment grade) $150
million six-year senior secured second lien term loan. ‘

3. As of June 30 2006, Rhodes Homes was generating profits and had assets equal to
approximately 4.4 percent of the total assets of Sagebrush.

These conclusions are based upon the audited balance sheet and income statement for
Sagebrush for 2004 and 2005, a Moody’s Investor Services press release for the Rhodes

Companies, LLC and the unaudited balance sheets and income statements. for Rhodes Homes

Arizona, LLC for the periods ending December 31, 2005 and June 30, 2006. |

Although the bond ratings of the affiliates could be stronger, the fact that the Utilities will

be affiliated with entities which are large enough to receive bond ratings is somewhat reassuring. .

Most new water and wastewater utilities are affiliated with developers who have far less -

financial backing.

Based on the information provided by the Utilities, Staff has reevaluated its prior
recommendations made in its initial November 10, 2005 Staff Report. Although the balance
sheets 1llustrated on Schedules REL-1 for water and REL-1 for wastewater attached to the
November 10, 2005 Staff Report show the infusion of paid-in-capital into the Utilities in place of

-the fnads which would be generated by-the requested hock-up fee, Staff did not-specifieally~ «» =

address or recommend capital structures for the proposed utilities. It is Staff’s practice to
- recommend, and the Commission has adopted, specific capital structures for new utilities. To
- further ensure that the Utilities invest the paid-in-capital shown in the November 10, 2005 Staff
Report, Staff recommends that the Commission require the Utilities to finance at least 50-percent
- of its plant with equity. This will ensure that the Utilities are substantially financed by the
owner, and that the owner has a significant investment at risk. = Staff believes this
recommendation, in this and other cases involving new CC&Ns, motivates the utility owners to
protect their 1nvestment by applying proper mamtenance and mstalhng quahty plant, furthering
the pubhc mterest

" Fitand Proper
The ACC 1s reqmred by the Ar1zona Statutes § 40- 281 et seq to mvesngate all apphcants

for a CC&N and to issue a CC&N only upon a showing that the i 1ssuance to a particular applicant
would serve the public mterest In deterrmmng Nhether or not the issuance of a CC&N toa
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particular applicant is in the public interest, Staff considers whether the applicant is a fit and

proper entity to own and operate a water and/or wastewater utility.

In response to Staff’s Data Request, the Utilities submitted lists of litigation involving
officers, directors, Rhodes Homes, the Utilities and/or their related entities. The litigation
mentioned include, but are not limited to, alleged breach of contract, alleged construction
defects, and 1llegal campaign contributions. Approximately 45 litigation items were mentioned
on the lists. (See Attachment G for copies of Judgrnents) Staff reserves the right to supplement
its Staff Report with additional 1nformat10n

During its review, Staff came upon numerous - articles discussing commendable
philanthropic efforts of Mr. Rhodes and/or affiliated entities as well as articles discussing

questionable business practices of Mr. Rhodes and/or affiliated entities. Staff recognizes that

news reports can be subjective in nature and generally are not conclusive on any point. However
news reports may provide information, or raise issues which may lead to relevant information. It

is Staff’s intention to provide the Commission with relevant information. Therefore, Staff has

attached for INFORMATIONAL PURPOSES ONLY articles which it found during its review.
Staff is satisfied that the Commission will accord this information appropriate weight as it
- considers th1s matter. (See Attachment H for copies of the articles.) -

Staff realizes that anyone who conducts business on the scale that Mr Rhodes does is

likely to encounter business disputes. In this case, it is the tenor and sheer number of the
lawsuits that makes them unusual. Staff believes that the ultimate obligation of the Commission

is to protect the public interest, to that end the imposition of reasonable conditions to ensure the

Utilities are conducting their business operations in a manner which will not compromise the

1nterests of its customers should be required.

e Inerecents vcmmlsoicn Decisiens, performance bsnde ~have ‘been sequired for-now: » -~

CC&Ns where a substantial number of customer deposrts or advances may be held by a

regulated utility, the company has no prior experience in operating a water or wastewater facility,
or where the financial strength of the-entity could be in jeopardy due to inadequate funding,

pending law suits, etc. Performance bonds or letters of credit provrde the customers secunty in
' ,the event a new ut1hty ﬁles for bankruptcy :

Based on the 1nformat10n prov1ded in this docket and from Staff’s review of other

~available materials regarding the Utilities and related affiliates, Staff concludes that:

e  The Utilities have no prior operating experience,

o There is evidence of negative determinations or questronable business practices
' regarding Mr. Rhodes and/or affiliated entities, and ‘

e The ﬁnancral capability of 1ts two 1mmed1ate parent compames 1S not secure.

! Such as Decision Nos, 68235, 68236, 68237.

E

N 4}
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Therefore, Staff recommends that the Utilities provide a performance bond or irrevocable

letter of credit which is adequate to secure the first four years of the estimated operatlng
EXPEnses.

Staff recommends that PMWC provide an irrevocable letter of credit or a performance
bond of $2,500,000. The bond or letter of credit shall remain in place until further Order of the
Commission, but at least until the Commission’s decision on PMWC’s first rate case. Proof of
the performance bond or letter of credit shall be filed in this docket, as a compliance item, prior
to service being provided to any customer. Thereafter, the proof of the performance bond letter
of credit shall be filed semi- annually on June 30™ and December 31st covering the preceding six
month period.

Staff aleo recommends that PMUC provide an irrevocable letter of credit or a

performance bond of $2,500,000. The bond or letter of credit shall remain in place until further

Order of the Commission, but at least until the Commission’s decision on PMUC’s first rate

case. Proof of the performance bond letter of credit shall be filed in this docket, as a compliance
item, prior to service being provided to any customer. Thereafter, the proof of the performance
bond or letter of credit shall be filed semi- annually on June 30™ and December 31st covering the
precedmg SiX month penod

As new utilities w1th no p.rior" operating experience, Staff recommends that the Utilities
be required to finance at least 50-percent of its plant with equity, to insure that the Utilities are
substantially financed by the owner, and that the owner has a significant investment at risk.

Because of the tenor of the lawsuits involving affiliated individuals and entities related to
~ the Utilities and the sheer number of lawsuits, in order to protect the Utilities’ customers against
potential detrimental impact that may occur as a result of a judgment against Mr. Rhodes and/or

“ihe Utilities™ affiliates; Stafl recorimmends that FMWCrand-PMUC-file with Ducker€ontrol -aswu-~

compliance item in this docket, semi-annual reports, on the status of all pending litigation against
Mr. Rhodes and all the Utilities’ affiliates. Such semi-annual report shall be filed within 60 days
after the end of each calendar seni- annual penod and shall continue un‘nl further Order of the
Commission.

Due to the sudden change in the ownership of the Utilities, from Mr. Rhodes to a wholly-
‘owned subsidiary of Mr. Rhodes, Rhodes Homes Arizona, LLC, in connection with the issuance
of additional discovery requests, Staff believes that the Utilities should be required to notify the
Commission of any change in the ownership structure of the Utilities in the interest of the
general public. Therefore, Staff recommends that the Utilities, as a compliance item in this
docket, notify the Commission within 15 days of any change in the ownership of the Utilities.

'
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Recommendations
Water Service - CC&N

Staff recommends the Commission approve PMWC’s application for a CC&N for Phases
1, 2, 3, 7 and part of Phase 4 for Golden Valley South within portions of Mohave County,
Arizona, to provide water service, subject to the following conditions:

1. That the Commission find that the fair value rate base of PMWC(C’s property devoted to
water service is $2, 406 039.

2. That the Commission approve, Staff’s rates as shown on Water Schedule REL-5-Rate
Design in the Rate Analyst Report, attached to the November 10, 2005 Staff Report. In
addition to collection of its regular rates, PMWC may collect from its customers a
proportionate share of any privilege, sales or use tax. :

3. That the Commission require PMWC to file with Docket Control, as a compliance item,
a tariff consistent with the rates and charges authorized by the Commission W1th1n 30
days of the decision in this matter

4. That the Commission require PMWC to notify Docket Control, as compliance item in
this docket, within 15 days of providing service to its first customer.

5. That the Commission require PMWC to file a rate application no later than six-months
- following the fifth annrversary of the date it ‘begins providing service to its first
customer. ‘

evee o w6 That the Cormmissionr req.hre PMWC- to-maintain i books -and-recordsir accerdanse -~ =

with the NARUC Uniform System of Accounts for Water Utilities.

7. That the Comm1ss1on requlre PMWC to use the depreciation rates recommended by
Staff.

8. That the Comrmssmn requrre PMWC to seek other means of ﬁnanemg that do mnot
1nclude contributions.

9. That the Commrssron reqmre PMWC S charge for minimum deposrt be as per A.A.C.
R14-2- 403(B)(7) t . t : ,

10. That the Commission require PMWC to file with Docket Control, as a compliance item, -
- copies of the Approval to Construct (“ATC”) for phase 1 of for Golden Valley South -
- project when received by the Company, but no later than 3 years after the effectlve date
of the order granting this apphcanon

L
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11.

That the Commission require PMWC to file with Docket Control, as a compliance item,
for review and approval by the Director of the Utilities Division, a curtailment tariff
within 90 days after the effective date of any decision and order pursuant to this
application. The tariff shall generally conform to the sample tariff found posted on the
Commission’s web site (www.cc.state.az.us/utility) or available upon request from

- “Commission Staff.

12.

13.

14.

That the Commission require PMWC to file with Docket Control, as a compliance item
in this docket, a copy of all related franchise agreements for the requested area within 3
years of the decision in this matter.

That the Commission require PMWC to file with Docket Control, as a compliance item,

for review and approval by the Director of the Utilities Division, a backflow prevention

tariff within 30 days of the decision in this matter. The tariff shall generally conform to

the  sample tariff found posted on the Commission’s web  site
(www.cc.state.az.us/utility) or available upon request from Commission Staff.

That the Commission require PMWC to provide an irrevocable letter of credit or a
performance bond of $2,500,000. The bond or letter of credit shall remain in place until

~further Order of the Commission, but at least until the Commission’s decision on

PMWC’s first rate case. Proof of the performance bond or letter of credit shall be filed
in this docket, as a compliance item, prior to service being provided to any customer.
Thereafter, the proof of the performance bond letter of credit shall be filed semi-

- annually on June 30th and December 31st covenng the preceding six month period.

15.

16.

That the Comrmssron requlre PMWC to ﬁnance at least 50-percent of its plant with
equrty

e A B e T e oo PR S TR e B SRR P ';,,: il mem s

That the Commrssron require PMWC to ﬁle w1th Docket Control as a comphance in
this docket, semi-annual reports, on the status of all pending litigation against Mr.
Rhodes and all the Utilities” affiliates. Such semi-annual report shall be filed within 60
days after the end of each calendar sem1 -annual period and shall continue untrl further

e ek e

~ Order of the Cornmrssmn

17

That the Commlssmn require PMWC to notlfy the Commission within 15 days as a

~ compliance item, of any change in the ownershrp of the Water Cornpany

18.
‘this docket, a copy of Arizona Department of Water Resources (“ADWR”) Letter of

That the Comrmssmn requrre PMWC to file with Docket Control, as a compliance in

- Adequate Water Supply for each individual Subdivision in the requested area, when
- received by the Cornpany, but no later than 15 days after recerpt
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Staff further recommends that‘the Commission’s Decision granting the requested CC&N

to PMWC be considered null and void, after due process, should PMWC fail to meet Conditions
Nos. 3,10, 11, 12, and 13, listed above within the time specified.

Water Service — Order Preliminary

Staff also recommends the Commission issue an Order Preliminary to PMWC for a

CC&N for Phases 5, 6 and the remaining portion of Phase 4 of Golden Valley South, and all of
The Villages at White Hills within portions of Mohave County, Arizona, to provrde water
service, subJ ect to compliance with the followrng conditions: : :

1.

That conditions to approval of water service CC&N are hereby incorporated by
reference and apply equally to the issuance to the Order Preliminary.

That the Commission require PMWC to file with Docket Control, as a compliance item,
an amended legal description for The Villages at White Hills CC&N area including the
entire 440 acres of land that is owned by Sports Entertainment no later than 15 days
after the effective date of the order granting the Order Preliminary.

| Thatthe Commission require PMWC to file with Docket Control, as a compliance item,
copies of the ATC for phase 1 for The Villages at White Hills project when received by

~ the Water Company, but no later than 3 years after the effective date of the order

grantmg the Order Preliminary.

That the Commrssmn require PMWC to file with Docket Control, as a comphance item,
copies of the ADWR Analysis of Adequate Water Supply demonstrating the availability
of adequate water for Phases 5, 6 and the remaining portion of Phase 4 -of Golden
Valley South, and all of The Villages at Wi

later than 3 years after the effective date of the order granting the Order Preliminary.

TYN XY

That the Commission require PMWC to file with Docket Control, as a compliance item
in this docket, a copy of all related franchise agreements for the requested area w1th1n 3

5 years of the demsron grantmg the Order Prehmmary

That after PMWC complies with above requrrements 2,3, 4, and 5. PMWC shall make
a filing stating so. . Within 60 days of this filing, Staff shall file a response. The
Commission should schedule this item for a vote to grant the CC&N as soon as possible

: ‘after Staff’s filing that confirms PMWC’s compliance with items 2,3,4,and 5.

Wastewater Servrce - CC&N

Staff recommends the Commrssron approve PMUC s apphcatron for a CC&N for Phases

1, 2, 3, 7 and part of Phase 4 for Golden Valley South within portrons of Mohave County,d' |
Anzona to provrde Wastewater service, subject to the following condmons e '

nite Hills when reoeived: uy FIVIT \,, Bul Y e
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1.

10.

11

12.

That the Commission find that the fair value rate base of PMUC’s property devoted to
wastewater service 1s $2,581,198.

That the Commission approve Staff’s rates as shown on Wastewater Schedule REL-5-
Rate Design in the Rate Analyst Report, attached to the November 10, 2005 Staff
Report. In addition to collection of its regular rates, PMUC may collect from 1ts
customers a proportionate share of any privilege, sales or use tax.

That the Commission requir’ePI\/fUC to file with Docket Control, as a compliance item,
a tariff consistent with the rates and charges authorized by the Commlssmn within 30
days of the decision in this matter.

That the Cornmission_require PMUC to notify Docket Control, as compliance item in
this docket, within 15 days of providing service to its first customer.

- That the Commission require PMUC to file a rate application no later than six-months

following the ﬁfth anniversary of the date it begins prov1dmg service to its first
customer. , :

That the Commission require PMUC to maintain its books and records in accordance

with the NARUC Uniform System of Accounts for Wastewater Utilities.

That the Cornmrssmn require PMUC to use the deprec1at10n rates recommended by
Staff. ~ : :

That the Commission require PMUC to seek other means of ﬁnancmg that do not
‘include contributions. ,

L Vet e e L e rera . ot e s Lo e ek s

That the Comm1ssron requlre PMUC S charge for minimum dep031t be as per A A C.

R14-2-603(B)(7) and (8).

That the Commission require PMUC to file Wlth Docket Control as.a comphance item,

copies of the ATC for phase 1 for Golden Valley South project when received by
PMUC, but no later than 3 years after the effective date of the order grantmg this

application.

. That the COmmission require PMUC to file with Docket ContrOl ‘as a compliance item, =
a copy of APP for the Golden Valley South project when received by PMUC, but no

later than 3 years after a dec151on is 1ssued n this proceedmg

That the Commrssron require PMUC to obtam Sectlon 208 approval frorn Anzona |

Department of Environmental Quality (“ADEQ?”) within 3 years from the effective date

" of the decision in this matter and file with Docket Control, as a compliance item in this

docket, a Notice of Filing indicating the Section 208 approval for the Golden Valley
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South project when received by PMUC, but no later than 3 years from the effective date
of the decision in this matter.

13. That the Commission require PMUC to file with Docket Control, as a compliance item
in this docket, a copy of all related franchise agreements for the requested area within 3
years of the decision in this matter

14. That the Cornmission require PMUC to provide an irrevocable letter of credit or a
performance bond of $2,500,000. The bond or letter of credit shall remain in place until
further Order of the Commission, but at least until the Commission’s decision on
PMUC’s first rate case. Proof of the performance bond or letter of credit shall be filed
in this docket, as a compliance item, prior to service being provided to any customer.
Thereafter, the proof of the performance bond letter of credit shall be filed semi-
annually on June 30™ and December 31st covering the preceding six month period ‘

15. That the Comrnlssmn require PMUC to finance at least 50—percent of its plant with -
© equity. :

16. That the Commission require PMUC to file with Docket Control, as a compliance in
- this docket, semi-annual reports, on the status of all pending litigation against Mr.
~ Rhodes and all the Utilities” affiliates. Such semi-annual report shall be filed within 60
_days after the end of each calendar semi-annual period and shall continue until further
Order of the Commiission. :

17 That the Comm1ss10n require PMUC to notlfy the Commission W1th1n 15 days asa
comphance item, of any change in the ownershrp of the Wastewater Company

to PMUC be considered null and void, after due process, should PMUC fail to meet the
Condrtrons Nos. 3,10, 11,12, and 13, hsted above w1th1n the time specified. e

Wastewater Service — Order Preliminary

Staff also recommends the Commission issue an Order Preliminary to PMUC for a
CC&N for Phases 5, 6 and the remaining portion of Phase 4 of Golden Valley South, and all of
The Villages at White Hills within portions of Mohave County, Arizona, as amended, to prov1de
wastewater servrce subject to comphance Wrth the followmg condltrons : .

1. That conditions to approval of wastewater service CC&N are hereby incorporated by
reference and apply equally to the issuance to the Order Preliminary. '

That the Commission require PMUC to file with Docket Control,' as a cdnlpliance item,
an amended legal description for The Villages at White Hills CC&N area including the

o

‘Staff furtherrecommends that the Conmission’s Decision graniing the requemea COEN = s mrsems
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entire 440 acres of land that is owned by Sports Entertainment no later than 15 days
after the effective date of the order granting the Order Preliminary.

That the Commission require PMUC to file with Docket Control, as a compliance item,
copies of the ATC for phase 1 for The Villages at White Hills project when received by
PMUC, but no later than 3 years after the effective date of the order granting the Order
Preliminary.

That the Commission require PMUC to file with Docket Control, as a compliance item,
a copy of APP for The Villages at White Hills project within 3 years from the effective
date of the order granting the Order Preliminary.

-That the Co‘mmi‘ssion require PMUC to obtain Section 208 approval from ADEQ within

3 years from the effective date of the decision in this matter and file with Docket
Control, as a compliance item in this docket, a Notice of Filing indicating the Section

208 approval for The Villages at White Hills project w1th1n 3 years from the effective

date of the decision granting the Order Preliminary.

That the Commission require PMUC to file w1th Docket Control, as a cofnpliance item
in this docket, a copy of all related franchise agreements for the requested area within 3

years of the decision granting the Order Preliminary.

. That the Water Company be granted a CC&N for Phases 5, 6 and the remammg portlon

of Phase 4 of Golden Valley South and all of The Villages at White Hllls

That after PMUC comphes with above requu‘ements 2,34, 5, and 6, and 7 transpires
PMUC shall make a filing stating so. Within 30 days of this filing, Staff shall file a

Pt L

~ response The Cemrussion shoudd-schedule thus tton: Jor=a voterogrant-the CC&N as-

soon as possible after Staff’s filing that conﬁrms PMUC s comphance w1th items 2, 3,
4,5,and 6, and 7 has transplred :




ATTACHMENT A

MEMORANDUM

DATE: December 13, 2006
TO: Blessing Chukwu -

Executive Consultant 111

'FROM: Marlin Scott, Jr. .
Utilities Engineef'w((b%

RE: AMENDMENT TO THE APPLICATION FOR
Perkins Mountain Water Company , ,
Docket No. W-20380A-05-0490 (CC&N — Water)

~ Introduction

'On March 31, 2006, Perkins Mountain Water Company (“Perkins Mtn. Water” or
 “Company”) submitted an amendment to its Certificate of Convenience and Necessity
(“CC&N”) application to provide water service to two proposed master-planned
communities in Mohave County. One requested area which would provide service to the
~ Golden Valley South development (nine square-miles) is approximately five miles
“southwest of Kingman and the other requested area which would provide serve to The
Villages at White Hills development (4-1/2 square- rmles) is approximately 40 m1les
northwest of ngman :

" The Company revised its Goiden Valley South pians Dy removing Phases 5; 6 andpartof ©
Phase 4 from the original CC&N area application. The Company now requests a CC&N
~for only Phases 1, 2, 3, 7 and part of Phase 4 for Golden Valley South (6-1/8 square-
~ miles). In addmon the Company requests an order preliminary to a CC&N for Phases 5, -
6 and the remaining portlon of Phase 4 of Golden Valley South and all of The Vlllages at
White Hills.

~ Company’s Proposed Water Systems

Golden Valley SOuth

- Using a 20- yeaiplanning period, the Company is proposing to construct 15 wells (each at
1,200 gallons per minute (“GPM?)), 10 million gallons of storage (three sites minimum),
booster systems and approximately 133,000 lineal feet of transmission/distribution main - :
at a total p10)ected cost of $41.4 million. The Company is projecting to serve 150
: customers inthe first year and 2, 040 customels by the ﬁfth year. : '
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* The Villages at White Hills -

- Using a 20-year planning period, the Company is proposing to construct 25 wells (each at
500 GPM), five tank/pumping sites (tanks ranging from 0.3 MG to 3.0 MG) and
approximately 56,000 lineal feet of transmission/distribution main at a total projected
cost of $28.6 million. The Company is projecting to serve zero customers in the first year
and 1,025 customers by the fifth year.

Cost Analysis

The Company submitted an estimated total plant-in-service spreadsheet for the first five
years by the National Association of Regulatory Utility Commissioners (“NARUC”)
plant account which combined the two development projects (see attached Company’s
Schedule A-11): - '

Year 1: $4,812,375
Year 2: $9.932,275

Year 3: $11,980,317
Year 4: $15,058,359
Year 5: $19,424,751

Staff has reviewed the proposed total plant-in-service along with the Company’s
engineering reports and found the plant facilities and cost to be reasonable and
appropriate. However, approval of this CC&N application does not imply any particular
future treatment for determining the rate base. No "used and useful" determination of the -
proposed plant-in-service was made, and no conclusions should be inferred for rate
making or rate base purposes in the future.

- Arizona I)ppartmpnt of va;ronmpnhl Oualny (“ADFQ” l)ahge NI E I L

Comphance Status -

The Company does not have any plant fac1l1t1es at this time; therefore an ADEQ
- compliance status is not applicable at this tlme :

Approval to Constluct

The Company has not recewed its ADEQ Cemﬁcate of Approval to Construct (“ATC™)
for construction of the facilities. However, Rhodes Homes Arizona, the developer, has -
been issued ATCs for a transmission water line (March 30, 2006), 1.0 million gallon
storage tank (April 27, 2006) and well (April 28, 2006). The well is known as Golden
- Valley Ranch Well #1. All these planned facilities are located outside the northern
~ boundary of the requested CC&N area. = At the appropriate tlme the developer will

convey these utlhty mfrastructules to the water provxder » L
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Staff recommends that the Company file with Docket Control copies of the ATC for

Phase 1 when received by the Company, but no later than 3 years after the effectwe date
of the decision 1in this case.

Arsenic

The U.S. Environmental Protection. Agency has reduced the arsenic maximum

contaminant level (“MCL”) in drinking water from 50 parts per billion (“ppb”) to 10 ppb. |

‘The date for compliance with the new MCL was J anuary 23, 2006.

The arsenic levels for the Golden Valley Ranch Well #1is at 7.8 ppb and Well #2 (under
design) is at 7.2 ppb. The Villages at White Hills developments’ well sources are
unknown at this time. If the arsenic levels need to be lowered to meet the new MCL for
The Villages at White Hills development, the ATC will resolve this issue. -

Arizona Department of Water Resources (“ADWR”) Compliance'

Compliance Status

The Company will not be located in an Active Management Area (“AMA”) and will not
be subject to any AMA repomng and conservatlon requ1rements ‘

Golden Valley South — Adequate Water Supplv

- On October 19, 2005, ADWR issued an Analysis of Adequate Water Supply letter

~finding that 9,000 acre-feet per year of groundwater was available for Golden Valley

South.  This 9,000 acre-feet is less than the Company’s initial projected build-out
demands_for all seven phases of the development of 15 911 -acre- feet _per year for{

: approxnnately 3j ,200 dwelhng units.

Based upon this ADWR letter the Company has filed th1s amendment The Company '

has amended its request for a CC&N to limit the CC&N area to that portion of Golden
Valley South that can be served with the 9,000 acre-feet that ADWR has already
determined is physically available. The Company is now requesting a CC&N to serve

approximately 24,100 dwelling units with 8,735 acre-feet per year of groundwater. In

-addition, the Company seeks an order preliminary to a CC&N for the remainder of the

-'Golden Valley South with the issuance of the CC&N for those areas at such tlme as the ‘

Developer obtains an analy31s of adequate water supp]y from ADWR

On August 14, 2006 ADWR 1ssued an Ana1y81s of Adequate Water Supply letter ﬁndmg :

that an additional 2,895.69 acre-feet per year of treated effluent will be physically

available at build- out. This 2,895.69 acre-feet, along with the 9,000 acre-feet, totals to
11,895.69 acre-feet per year, which is less than the Company’s projected build out

demands for the development (including system losses) of 12,196.11 acre-feet per year.

A T A
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The Villages at White Hills — Adequate Water Supply

White Hills is projected to serve approximately 20,000 dwelling units with the analysis of
adequate water supply determination pending with ADWR. The Company seeks an order
preliminary to a CC&N with the issuance of the CC&N areas as the Developer obtains an
analysis of adequate water supply from ADWR. '

Staff recommends that the Company file with Docket Control the ADWR Analysis of
Adequate Water Supply demonstrating the availability of adequate water for the
requested Order Preliminary areas within 3 years after the effective date of the dec151on n
this case. :

L‘etter of Adequate Water Supply

Staff further recommends that the Company file with Docket Control, as a compliance
item in this docket, a copy of the ADWR Letter of Adequate Water Supply for each
individual Subdivision in Golden Valley South and in The Villages at White Hills
developments when received by the Company, but no later than 15 days after receipt.

Agulfer Study

Staff contacted the United States Geological Survey (“USGS”) Arizona Geologlcal
Survey and ADWR inquiring if any groundwater aquifer studies have been conducted for
Mohave County. All three indicated no studies were conducted. However, ADWR
indicated that in conjunction with USGS, it has initiated studies in the northern Mohave
County area and the final report 1s expected to be completed by the end of 2008

\Vater Deprecmtlon Rates

The Company has adopted Staff’s typlcal and customary Water Depreciation Rates.
These rates are presented in Table A and it is recommended that the Company use these
depreciation rates by individual NARUC category as delineated in the attached Table A
Summary

Conclusmns

A. Staff concludes that the Company S proposed water systems will have adequate
1nfrastruoture to serve the requested areas.

B Staff concludes that the prOposed plant facilities and cost are reasonable and
appropriate. However, no "used and useful" determination of this plant-in-service
was made, and no partlcular future treatment should be mferred for rate mal(mg or
rate base purposes in the future
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C.

The Company does not have any plant facilities at this time; therefore, an ADEQ
compliance status is not applicable at this time.

Rhodes Homes Arizona, the developer, has been issued ATCs for a transmission
water line (March 30, 2006), storage tank (April 27, 2006) and well (April 28,
2006). The well is known as Golden Valley Ranch Well #1. All these planned
facilities are located outside the northemn boundary of the requested CC&N area.
At the appropriate time, the developer will convey these utility infrastructures to
the water prov1der :

The arsenic levels for the Golden Valley Ranch Well #1is at 7. 8 ppb and Well #2

~(under design) is at 7.2 ppb and meet the new arsenic standard. The Villages at

White Hills developments’ well sources are unknown at this time. If the arsenic
levels need to be lowered to meet the new MCL for The Vlllages at Whlte Hills
development, the ATC will resolve this issue.

The Company‘will not be located in an AMA and will not be subject to any AMA
reporting and conservation requirements. ‘

On October 19, 2005, ADWR issued an Analysis of Adequate Water Supply letter -
finding that 9,000 acre-feet per year of groundwater was available for Golden
Valley South. The Company is requesting a CC&N to serve approximately -
24,100 dwelling units with 8,735 acre-feet per year of groundwater.

On August 14, 2006, ADWR issued an Analysis of Adequate Water Supply Ietter
finding that an additional 2,895.69 acre-feet per year of treated effluent will be
physically available at build-out.. This 2,895.69 acre-feet, along with the 9,000

‘acre-feet, totals to 11,895.69 acre-feet per year, which is less than the Company s
~ projected build out demands for the development including system losses, of

12 196 11 acre-feet per year. |

Staff contacted the Umted States Geologlcal Survey (“USGS”) ‘Arizona
Geological Survey and ADWR inquiring if any groundwater aquifer studies have
been conducted for Mohave County. -~ All three indicated no studies were
conducted. However, ADWR indicated that in conjunction with USGS, it has
initiated studies in the northern Mohave County area and the final report is
expected to be completed within four years. f :

Recommendatlons

1.

Staff recommends that the Company use the water dep1ec1atlon rates by
md1v1dual NARUC cateoory as delmeated n the attached Table A '
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2.

Staff recommends that the Company file with Docket Control a copy of the ATC
for Phase 1 for the Golden Valley South project when received by the Company,
but no later than 3 years after the effective date of the decision in this case.

Staff recommends that the Company file with Docket Control, as a compliance in
this docket, a copy of the ADWR Letter of Adequate Water Supply for each
individual Subdivision in Golden Valley South and the Villages at White Hills,
when received by the Company, but no later than 15 days after receipt.

The Company seeks an order preliminary to a CC&N for Phases 5, 6 and the remaining
portion of Phase 4 of Golden Valley South, and all of The Villages at White Hills. Staff
recommends submission of the following before the CC&N is final:

For Golden Valley South:

4

Staff recommends that the Company file with Docket Control the ADWR
Analysis of Adequate Water Supply demonstrating the availability of adequate
water for the requested Order Preliminary areas within 3 years after the effectwe
date of the decmon in this case.

For The V111ages at White Hﬂls

5

A copy of the ATC for Phase 1 for the The Villages at White Hllls project when
received by the Company, but no later than 3 years after the effective date of the
Demsmn in this case.

Staff recommends that the Company file with Docket Control the ADWR
Analysis of Adequate Water Supply demonstrating the availability of adequate
water for the requested Order Preliminary areas w1tmn 3 years after the enecuve
date of the decision in this case.
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Table A. Water Depreciation Rates
: ' : Average Annual
A(I:\ciﬁlilltjl(\:]o. ’ Depreciable Plant Service Life Accrual
‘ (Years) Rate (%)
304 Structures & Improvements 30 : 3.33
305 Collecting & Impounding Reservoirs : 40 2.50
3006 Lake, River, Canal Intakes ' : 40 2.50
307 Wells & Springs 30 3.33
308 Infiltration Galleries ‘ 15 6.67
309 Raw Water Supply Mains 50 2,00
310 Power Generation Equipment ‘ 20 5.00
311 Pumping Equipment
320 Water Treatment Equipment
320.1 Water Treatment Plants
320.2 Solution Chemical Feeders
330 Distribution Reservoirs & Standpipes
330.1 Storage Tanks '
330.2 Pressure Tanks ‘
331 Transmission & Distribution Mains
333 Services ‘ ’
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant & Misc Equipment =
340 Office Furniture & Equipment
340.1. . . j-Computers & Sofiware.
341 Transportation Equipment
342 Stores Equipment ;
343 Tools, Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
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By NARUC Plant Account

301
302

303~

304
305
306
307
308
309
310
311

- 320

1330
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Organization
Franchises

Land and Land Rights

Structures and Improvements
Collecting and Impounding Reserviors
Lake, River and Other Intakes

Wells and Springs -

Infiltration Galleries and Tunnels

Supply Mains

Power Generation Equipment
Pumping Equipment

Water Treatment Equipment
Distribution Reserviors and Standpipes -
Transmission and Distribution

Services

Mains

Meters and Meter Installations

Hydrants

Backflow Prevention Devices
Other Plant and Miscellaneous Eguipment

Office Furniture and Equipment

Computers and Software
Transportation Equipment
Stores Equipment

Tools, Shop and Garage Equipment

Laboratory Equipment
Power Operated Equipment
Communications Egquipment
Miscellaneous Equipment
Other Tangible Plant

Totals

Projected CWIP .-
CWIP Balance

Change in CWiP Balance

Exhibit E
Page 37 0f 39

Schedule A-11

$ . (614,372) %

Page 1
Year Year Year Year Year
1 2 3 4 5
$ -3 -5 - % -8 -
130,000 130,000 - - 15,000
800,000 600,000 - - 300,000
800,000 600,000 - - 300,000
40,000 540,000 . - 520,000
700,000 700,000 : . 825,000 825,000
2,139,975 2,251,600 1,597,542 1,719,942 1,783,692
68,700 109,200 153,500 182,300 197,300°
30,000 77,400 141.000 166,000 198,600
68,700 109,200 153,500 182,300 197,300
2,500 - . - 2500
22,000 - - - 24,000
‘ '1Ao,ooo 2,500 2,500 2,500 2,500
500 - : - 500
$ 4812375 $ 5110000 § 2048042 § 3078042 § 4366392 .
$ 1023980 $ . 409808 §  B15608 $ . A73278 - 360,000
©§$° 1,023,980 208,000 § 257,670

T§ (513,278 T

/2312005 11:48 AM

- PMWC CC&N Application.xls

]




ATTACHMENT B

MEMORANDUM

DATE: June 26, 2006

TO: Blessing Chukwu
Executive Consultant I

FROM: Marlin Scott, Jr. @ ¢ (00~
: Utilities Engineer

RE: AMENDMENT TO APPLICATION FOR
Perkins Mountain Utility Company '
Docket No. SW-20379A-05-0489 (CC&N Wastewater)

Introduction

~ On March 31, 2006, Perkins Mountain Utility Company (“Perkins Mtn. Utility” or

- “Company”) submitted an amendment to its Convenience and Necessity (“CC&N™)
application to provide wastewater service to two proposed master-planned communities
in Mohave County. One requested area which would provide service to the Golden

Valley South development (nine square-miles) is approximately five miles southwest of i

Kingman and the other requested area which would provide service to The Villages at
White Hills development (4-1/2 square—mlles) 1s approx1mately 40 m11es northwest of
- Kingman.

- The Compa.ny,revisedits Golden Valley South plans by removing Phases 5, 6 and part of

Phase 4 from the ongmar CC&N area application. The Company now réquests a CC&IN" LT e
for only Phases 1, 2, 3, 7 and part of Phase 4 for Golden Valley South (6-1/8 square-

miles). In addition, the Company requests an order preliminary to a CC&N for Phases 5,
6 and the remalnmg port1on of Phase 4 of Golden Valley South, and all of The Vlllaoes at
Whlte Hllls ,

| ; Company s Proposed Wastewater Systems |

Golden Valley South

Using a 20-year planning period, the Company is proposing to construct an 8.0 million
gallon per day (“MGD”) activated sludge wastewater treatment plant (“WWTP”) and
approximately 100,000 lineal feet of collection system at a total projected costs of $53.1
million. The Company is projecting to serve 152 customers in the first year and 2,042

customers by the fifth year. A reclaimed water system is also being proposed that will = - |

-~ consist of pump station/storage sites and 58,000 lineal feet of force mains for beneficial |
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use at an estimated cost of $9.9 million for irrigation of large landscaped areas or golf
course if ultimately included in the land use plan.

The Villages at White Hills

Using a 20-year planning period, the Company is proposing to construct a 6.0 MGD
activated sludge WWTP and approximately 41,000 lineal feet of collection system at a
total projected costs of $48.1 million. The Company is projecting to serve zero
customers in the first year and 1,025 customers by the fifth year. A reclaimed water
system 1s also being proposed that will consist of pump station/storage sites and 25,000
lineal feet of force mains for beneficial use at an estimated cost of $5.6 million for
irrigation of large landscaped areas or golf course if ultimately included in the land plan.

Cost Analysis

The Company submitted an estimated total plant-in-service spreadsheet for the first five

~years by the National Association of Regulatory Utility Commissioners (“NARUC”)
- plant account which combined the two development projects (see attached Company’s
Schedule A-11): : ~

Year 1: $4,548 325
Year 2: $7.,937.,725
. Year 3: $9,541,950"
~Year 4: $16,915,025
~Year 5: $19,024,350

Staff has reviewed the proposed total plaut—in—service along with the Company’s:
engineering reports and found the plant facilities and cost to be reasonable and

- apptopriate. Howeéver, approval of this CC&IN applicaiion does not imply ary paviicular=- -« mms = o

future treatment for determining the rate base. No "used and useful" determination of the
, proposed plant-in-service was made, and no conclusions should be inferred for rate
maklng or rate base purposes in the future ;

Arizona Department of Environmental Quahty (“ADEQ”) Comphance

o Comphance Status

The Company does not have any plant fac111t1es at thrs time; therefore an ADEQ
'comphance status 1is not applicable at thrs time. :

'Approval to Construct

The Cornpariy has not received its ADEQ Certiﬁcate of Approval to Construct (“ATC"’) i
for construction of the facilities. Staff recommends that the Company file with Docket



Perkins Mountain Utility Company
June 26, 2006
Page 3

Control copies of the ATC for Phase 1 when received by the Company, but no later than
3 years after the effective date of the order granting this application.

Aduifer Protection Permit and Section 208 Plan Amendment

Since an Aquifer Protection Permit (“APP”) and the Section 208 Plan Amendment
(“Amendment”) represent fundamental authority for the designation of a wastewater
" service area and a wastewater provider, Staff recommends that the Company file with
Docket Control copies of the APP and Section 208 Plan Amendment within 3 years after
a dec1510n is issued in this proceeding

~Wastewater Depreciation Rates

The Company has adopted Staff’ s typical and customary Wastewater Deprec1at10n Rates.
These rates are presented in Table A and it is recommended that the Company use these
depreciation rates by individual NARUC category as delineated in the attached Table A.

Summary
- Conclusions -

AL Staff concludes that the Company S proposed wastewater systems will have
adequate 1nfrastructure to serve the requested areas.

- B. - Staff concludes that the proposed plant fa01ht1es and cost are reasonable and
appropriate. However, no "used and useful” determination of this plant-in-service
was made, and no particular future treatment should be inferred for rate making or -
rate base purposes n the future

C.  The Company does not have any plant facilities at this time; therefore an ADEQ |
comphance status is not applicable at this time. ;

Recommendations

1. Staff recommends that the Company file with Docket Control as a compliance
‘ item in this docket, copies of the ATC for Phase 1 for the Golden Valley South
project and Phase 1 for The Villages at White Hills project when received by the
Company, but no later than 3 years after the effectlve date of the order granting
this apphcatlon , L

2. Staff rec‘ommends that the Company file with Docket Control a NOtices of Filing
indicating approval of both the Golden Valley South and The Vlllages at White
Hills APP and Section 208 Plan Amendment w1th1n 3 years after a dec1510n 1s
issued in tlns proceeding. ‘ '
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3.

Staff recommends that the Company use the wastewater depreciation rates by
individual NARUC category as delineated in the attached Table A.

o
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- Table A. Wastewater Depreciation Rates
Eﬁ%ﬁ Depfeciable Plant Sjr:iir: %jfe Ac?;]uz]llgate ,
: v (Years) (%)

354 Structures & Improvements 30 3.33
355 Power Generation Equipment 20 5.00
360 Collection Sewers — Force 50 2.0
361 Collection Sewers- Gravity 50 2.0
362 Special Collecting Structures 50 2.0
363 Services to Customers 50 2.0
364 Flow Measuring Devices. 10 10.0
365 Flow Measuring Installations 10 10.00
366 Reuse Services - 50 2.00
367 | Reuse Meters & Meter Installations 12 8.33
370 ' Receiving Wells 30 3.33

=371 Pumping Equipment. - 8 12.50
374 Reuse Distribution Reservoirs 40 2.50
375 Reuse Transmission & Distribution System 40 2.50
380 Treatment & Disposal Equipment - 20 5.0
381 Plant Sewers 20 5.0
382 Outfall Sewer Lines 30 3.33
280 Other Plant &. Misgcellaneous Eq,uipmemk 15 6.67.
390 Office Fumiture & Equipment | 15 ’6.6v7 |
390.1 Computers & Software - 5 -20.0
391 Transportation Equipment 5 20.0
392 Stores Equipment : 25 4.0
393 ‘Tools, Shdp & Garage Equipment 20 - 50
394 Laboratory Equipment - 10 10.0
395 Power Operated Equipment 20 “5.0
396 -Communication Equipment 10 2°10.0
397 Miscellaneous Equipment 10.. .710.0
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Schedule A-11

PMUC CC&N Application xis

Plant Additions - Summary Page 1~
By NARUC Plant Account
Year Year Year Year Year-
1 2 3 4 5
351 Organization % -3 -3 -3 - ¥ -
352 Franchises ‘ - - - - .
353 - Land and Land Righis i ) - 225,000 - 300,000 -
354. Structures and Improvements - - - - 250,000 -
355 . Popwer Generation Equipment 50,000 50,000 - 100,000 100,000
380 . Collection Sewers - Force Mains e - - - -
361 Collection Sewers - Gravity Mains 1,228,225 1,796,700 1,448,225 1,585,025 1,656,275
362 ' Special Collecting Structures L Lo - ST -
363  Services to Customers 69,100 109,200 153,500 182,300 197,300
364 Flow Measuring Devices - - - - -
365 Flow Measuring Installations g S : - R .
366 ‘Reuse Services 2,000 - - - -
367 - Reuse Meters and Meter Installations 4,000 - - - -
370 - Receiving Wells - - - - -
371 Pumping Equipment 650,000 - - 400,000 -
374 -Reuse Distribution Reserviors .- - - - -
375 Reuse Transmission and Distribution Sys. 550,000 256,000 - 128,250 128,250
380 Treatment and Disposal Equipment 1,950,000 950,000 - 4,125,000 -
381 Plant Sewers. . - - - 25,000 - 25,000
382 - Qutfall Sewer Lines - - - 250,000 -
389  Other Piant and Miscellaneous Equipment e - - , - -
390 Office Furniture and Equipment 5,000 - - - -
390.1 Computers and Software . 2,500 - - 2,500 -
‘391 : Transportation Equipment 22,000 - = 22,000, -
392 . ‘Stores Equipment - - C- -0 -
393 Tools, Shop and Garage Equipment 10,000 2,500 2,500 2,500 2,500
394 - Laboratory Equipment 5,000 - - - -
3985 Power Operated Equipment . : - - - - -
396 Communications Equipment ol 500 - - . 500 -
397 - Miscellaneous Equipment : - - - i - -
398 - Other Tangible Plant - e - - ' -
Totals "9 4548325 5 3389400 $ 1,604225 § 7,373,075 $ 2,109,325
Proiected CWIP, . e T s ST e e e e
CWIP Balance $ 677,880 ' % 320,845 "% 1,474,675 % 421,865 % 400,000
_ Change in CWIP Balance R 677,880 "% . (357,035) $ - 1,153,770 % (1,052,750) % - . (21,865) . .-
_Exhibit £ n el S BI23/2005 1146 AM L e



" ATTACHMENT C

MEMORANDUM

TO: Docket Control
'Arizona Corporation Commission

FROM:  BmestG.Johnson "
~ Director ; e
]4/7 Utilities Division ™ "
DATE: December 15, 2006
RE: / REVISED - STAFF FiELD INSPECTION OF GOLDEN VALLEY

RANCH DEVELOPMENT - Perkins Mountain Water Company
Docket No. W-20380A-05-0490 (CC&N - Water) and Perkins Mountain
Utility Company, Docket No. SW-20379A-05-0489 (CC&N -
Wastewater) ‘ : : !

This Staff Field Inspecﬁoh Report replaces the one docketed on October 12, 2006. -
Introc:luyction

On September 21, 2006, Staff conducted a field inspection of Perkins Mountain Water
Company (“Perkins Mtn. Water” or “Company”) and the Rhodes Homes Arizona
construction - sites for the Golden Valley Ranch development. The purpose of this
inspection was to determine the status of construction activity. This inspection. team
consisted of Staff members; Marlin Scott, Jr., Engineering, and Brad Morton, Consumer

Service, accompanied by ADEQ members; Andy Wilson, Environmental Rugineerg -

| - Specialist, and Karen Berry, Drinking Water Field Inspector, and Rhodes Homes

representatives; Klrk Brynjulson, Vice Pr651dent of Operations, and Christopher
Stephens, Executive Vice Pres1dent , s

'Arizona Department of EnvironmentaI:Quality '(“‘ADE‘Q”) ‘Permits o

Approval To Construct

Rhodes Homes Arizona, the developer, has been issued the Certificates of Approval To
Construct for, 1) a transmission water line (issued March 30, 2006), 2) a 1.0 million.
gallon storage tank (issued April 27, 2006) and 3) Well #1 (issued Aprl 28, 2006). The
well is known as Golden Valley Ranch Well #1 (“Well GV#17). All these fac1l1tles are

- located out51de the northem boundary of the requested CC&N area. :

Status of Constructmn
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1..  Transmission Water Line: Approximately 25,150 feet of transmission main have
been installed from the northem boundary of the requested CC&N area, northerly
to a proposed Well Site #2 (“Well GV #2”)and the above mentioned storage tank
site.

2. 1.0 Million Gallon (*MG™) Storage Tank Site: This tank site is approximately 2-
1/2 miles north of the requested CC&N area. Construction is under way for the
-tank site grading, padding and piping installation. Three 1.0 MG storage tanks are

proposed for this site with the one 1.0 MG tank approved for construction at this

tlme

3. Well GV #1: This well site is located approximately 1/2-mile north of the
requested CC&N area. The well is constructed with a 16-inch casing that is 1,100
feet deep and equipped with a 700 Horsepower turbine pump that pumps 1,700

GPM into a 100 feet by 100 feet holding pond (“Pond #1”). A portable pump

then pumps water from the pond using an above-ground pump line to deliver the
water to the Aztec Ball Park and to two other holding ponds (Pond #2 and #3)
located within the requested CC&N area. Water pumped from Pond #1 is
~delivered into the southern section of the Transmission Water Line and
‘transported approximately 1/2-mile to the northem boundary of the requested
CC&N area and is then connected to another above-ground pump line/portable
pump that delivers water to Pond #2 and #3 located in the requested CC&N area.

4. Well GV #2: This Well is located approxrrnately two miles north of the requested ‘

CC&N area and one mile west of the tank site. The well is also constructed with

- a 16-inch casing to a depth of 1,100 feet. This well is capped and surrounded by

100 feet by 100 feet of charn hnk fencrng

© QOther Plant Facrhtres and Constructlon Act1V1ty

5. Well GV #4: "Thjs Well is 1ocated approximately in the center of the requested”

CC&N area. The well is constructed with a 16-inch casing toa depth of 980 feet
- and is capped. '

6. Well GV #3: This well is located approximately two miles southwest of GV #4
: and is outside the requested CC&N area. The well is also constructed wrth al6-

inch casing to a depth of 980 feet and is capped

7. Constructron wrthm the Requested CC&N Area Earth movrng operatrons are
currently taking place. Heavy equrpment was grading the topography - for

preparation of subdivisions and a golf course. Two holding ponds are on site that

store water pumped from GV #1 and used for dust suppressron compactron and
. Watenng of palm trees. , ;

B e e
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8. Designer Homes: Two sets of designer homes have been constructed. The first
set, consisting of two homes, is located -approximately 1/2-mile north of the
requested CC&N area and adjacent to the Aztec Ball Park. The second set, also
consisting of two homes, is located approximately 3/4-mile north of the requested
CC&N area. All four homes are being served by hauled water and portable
toilets. : L ‘

The designer homes are maintained by “Reservationists”, not sales people. The
Reservationists advised Staff that 750 reservations had been placed as of
September 21, 2006. Each reservation requires a $2,000 deposit be pald to hold
the property.

Summary

All water system construction activities have been issued ADEQ Certificates of Approval
To Construct and are located outside the requested CC&N area. :

No water system plant fac1ht1es have been installed or constructed within the requested ‘
CC&N area. ~ :

- EGI:MSJ:mfs

Originator: Marlin Scott, Jr..



ATTACHMENT D

MEMORANDUM’

TO: Blessing Chukwu
Executive Consulfcant I

FROM: Linda A. Jaress 1&\
' "~ Executive Consultant III
Utilities Division

DATE: December 15, 2006

RE: ADDENDUM TO STAFF REPORT FOR PERKINS MOUNTAIN WATER

- COMPANY AND PERKINS MOUNTAIN UTILITY COMPANY -

APPLICATIONS FOR CERTIFICATES OF CONVENIENCE AND

NECESSITY FOR WATER AND WASTEWATER SERVICE (DOCKET NOS.
W-20380A-05-0490 AND SW-20379A-05-0489)

" Introduction

This Staff Report amends the reporf of Public Utilities Analyst Ronald E. Ludders which
was attached to the Staff Report on this matter filed on November 10, 2005. It provides further
information on the ownership of Perkins Mountain Water Company (“Perkins Water”) and
Perkins Mountain Utility Company (“Perkins Wastewater”) (collectively, “the Companies™) and
adds a Staff recommendation.. : : :

, Ownership Structure'

©o eee To assure the entity whick requests a Certificate of Convenience-and Mecessity (CCENY). -
is fit and proper to provide utility service, the Staff of the Arizona Corporation Commission (“the
Commission™) often looks to the experience and financial capacity of the owner. A recent
change in the ownership of the Companies came to the Commission’s and Staff’s attention
- causing Staff to request relevant information about the existence of affiliates, and the affiliates’
' ﬁnancxal health as 1t relates to the Compames : :

On July 3, 2006, Mr. James Rhodes, who owned the Companies, executed a Stock
Transfer Agreement which transferred all of the shares of the Companies to Rhodes Homes
Arizona, LLC which is 100 percent owned by the Rhodes Companies, LLC. The Rhodes
Companies, LLC is, in turn, 100-percent owned by Sagebrush Enterprises, Inc. (“Sagebrush”) :
Sagebrush is a corporation and 100-percent owned by Mr. Rhodes. Thus, the ultimate-parent of
Perkins Water and Perkins Wastewater remains Mr. Rhodes. See Schedule LAJ-1 for an
ownership dlagram for a portion of the afﬁhated compames n Wh1ch M. Rhodes holds an

"ownershlp interest. = ' :
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Staff’s review of some of the affiliates’ financial records which were provided under a
_protective agreement, resulted in the following conclusions:

1. Sagebrush has substantial assets and received an unqu‘aliﬁed opinion from its external
auditors for the year ended December 31, 2005. Sagebrush had substantial net
‘income for the years 2004 and 2005.

‘2. The Rhodes Companies, LLC has received a Corporate Family rating of Bl from

Moody’s Investors Service (“Moody’s”). Moody’s discussion of the rating is -

attached as Exhibit A. The Rhodes Companies, LLC also received debt ratings from -

~ Moody’s of Ba3 (investment grade) for a $450 million five-year senior secured first

lien term loan, and B1 (below investment grade) for a $150 million six-year senior

secured second lien term loan.

3. As of June 30, 2006, Rhodes Homes, LLC, was generating profits and had assets
. equal to approximately 4.4 percent of the total assets of Sagebrush.

These conclusions are based upon the audited balance sheet and income statement for
‘Sagebrush for 2004 and 2005, a Moody’s Investor Services press release for the Rhodes
Companies, LLC and the unaudited balance sheets and income statements for Rhodes Homes
Arizona, LLC for the penods endmg December 31, 2005 and June 30, 2006. :

In conclusion, although the bond ratmgs of the afﬁhates could be stronger the fact that '

Perkins Water and Perkins Wastewater will be affiliated with entities which are large enough to
receive bond ratings is somewhat reassuring. . Most new water and wastewater utilities are
afﬁhated with developers who have far less financial backlng

_Eg_uitv
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 Staff has reviewed its prior recommendations made n 1ts initial November 10, 2005 Staff

e e o ety

Report. Although the balance sheets illustrated on Schedules REL-1 for water and REL-1 for

wastewater attached to the original Staff Report show the infusion of paid-in- caprtal into the
Companies in place of the funds which would be generated by the requested hook-up fee, Staff
did not specifically address or recommend capital structures for the proposed utilities. It is
Staff’s practice to recommend, and the Commission has adopted, specific capital structures for -
new utilities.” To further ensure that the Companies invest the paid-in-capital shown in the Staff
Report, Staff recommends that the Commission require the Companies to finance at least 50-
percent of its plant with equity. This will ensure that the Companies are substantially financed
by the owner, and that the owner has a significant investment at risk. Staff believes this
recommendation, in this and other cases involving new CC&Ns, motivates the utility owners to
protect their investment by applying proper marntenance and mstalhn quality plant, furthering
‘the pubhc interest. o i




Perklns Mountain Water Company and Perklns Mountain Utlhty Company
Page 3

Performance Bond and/or Irrevocable Letter of Credit

In recent Commission Decisions, performance bonds have been required for new CC&Ns
when customer deposits or advances may be held by the regulated utilities, especially utilities
with no prior experience in operating a water or wastewater facility. Performance bonds or
letters of credit also provide the customers security in the event a new utility files for bankruptcy.

In this case, the Companies have no experience operating water or wastewater utilities.

The Companies may ultimately serve 53,000 businesses and residences resulting in a significant

amount of customer deposits and developer advances to be held and repaid by the Companies.
Although Staff believes its proposed rates will be adequate to assure the financial integrity of the
Companies, the revenues, expenses, and plant upon which the rates are based are estimates and a
change in the expected timing of plant installation and revenues generated by the plant could
cause financial stress. Therefore, Staff recommends that Perkins Water and Perkins Wastewater
each provide a performance bond or an irrevocable letter of credit of $2.5 million each. The $2 5
million amount equals the total of the ﬁrst four years’ estimated operating expenses.

Staff recommends that evidence of the performance bond or letter of credit be filed in this
~docket, as a compliance item, prior to service being provided to any customer. Thereafter,
evidence of the bond or letter of credlt should be filed semi- annually on June 30" and December
3 1 st

“Staff Recommendations

Staff reoommends the Compames be ordered to finance at least SO-percent of 1ts plant
with equity.

~ Staff also recommends that Perkins Water and Perkins Wastewater each provide a

" performance bond or an irrevocable letier of credit 'of $2.5 million. 'i'he bond or letter of crédit
should be maintained until further order of the Commission, but at 1east until a Comnnssmn
dec1s1on in the Companies’ ﬁrst rate case. E

Staff recommends that ev1dence of the performance bond or letter of credit be filed in this

docket, as a compliance item, prior to service being provided to any customer. Thereafter,
evidence of the bond or letter of credlt should be filed semi- annually on June 30 and December
3181: i

- EGI:LAJed

Originator: Linda A. Jaress




Perkins Mountain Water COmpany
Perkins Mountain Utility Company
Docket Nos. W-20380-05-0490 & SW-20379-05-0489

Ownership Summary

Schedule LAJ-1

ETHER lNVESTORﬂ

RHODES
55.18%| = RANCH,LLC
I " REAL ESTATE
DEVELOPMENT

94.363%| RHODES RANCH

\ 2

James Rhodes |
e
OTHER - : Sagebrush
INVESTORS Enterprises, Inc.
: Invéstment
H Holding Company
5 D=1
0=1,2,3,4
Sedora The Rhodes
Holdings, LLC. |, 1%]! Companies, LLC | 100%
Investment & Land | : Management of -
Holding Company : Various Businesses
M= ? : M=?
0=1,2.34 0=123
Desert : Rhodes Homes
Communities, Inc. 100%] ! Arizona, LLC 100%
Development Entity B ' AZ Development N
& Land Holding Co. Company
D=1 ‘ : M= Rhodes Co, LLC
0=12 0= N/A
American Land . Perkins Mountain
Management, LLC 100%] : Water Company | 100%
Land Helding ) - Water Utility B
Company : k Company
M=7? . D=3,4,5
Mo=8.7 " B o....0=5.2
HERITAGE : Perkins Mountain ,
LAND COMPANY, | 94.31% ' Utility Company 00%
e | 569% i Sewer Utiity. | -
N : Company
: D=3,4,5
0=5,2
L9

;

B R L R R R S T T T L o g &

GENERAL
PARTNERSHIP

Other Affiliates

GungHo ;
Bravo Framing .

Arapaho Cleaning
Spirit Underground

1 Jim Rhodes, President & CEO
2 Paul Huygens, Treasurer & CFO
3 Kieth Mosley, Secretary
4 Fredereck Chin, COO
.~ 5 Kirk Brynjulson, President
6 Charles 'Sakura '
7 Gary Fuchs

D= Directors

M= Members

0= Officers. .
Mgr= Managers.
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VOODY'S ASSIGNS FIRS’T-TIME RATINGS TO THE RHODES COMPANIES, LLC

= : ' Global Credit Research '
23 ‘ ' . ‘ " Rating Action
" afoody’s lavestors Service » : 7 OCT 2005
| Save as PDF

Rating Action: Rhodes Companies, LLC (The)

MOODY'S ASSIGNS FIRST-TIME RATINGS TO THE RHODES COMPANIES, LLC

Approximately $600 Million of Bank Loans Affected

New York, October 07, 2005 — Moody's Investors Service assigned first-time ratings to The Rhodes Companies,
LLC ("Rhodes Homes")., including a B1 Corporate Family Rating, a Ba3 rating on the propesed $450 million senior
secured first lien term loan, and a B1 rating on the proposed $150 million senior secured second lien term joan. The
ratings outlook is stable. :

The stable ratings outlook is based on Moody's expectation that 1) the company will maintain generalty level
coliateral coverage through 2007 before beginning gradually to reduce debt/total net value in 2008 and beyond, and
2) the estimated $280+ million of cash on hand after the close of the transaction will be used largely for seasonal -
working capital needs and for future land purchases which will be added to the coliateral package.

The ratings reflect the company’s aggressive pro forma adjusted debt leverage (as measured by adjusted
debt/capitalization and adjusted deb/EBITDA), relatively small size and scale, limited geographic reach and product
diversity, some prior indications of speculative excess in the Las Vegas housing market, and the cyclical nature of
the homebuilding and land development industries. ‘ ~ .

At the same time, the ratings recognize the significant collateral in the structure (as represented by the Cushman &

Wakefield asset appraisal of $1.6 billion), the ongoing strength of the Las Vegas housing market, the company's
~asonably strong historical track record, and the considerable infrastructure spending completed to date in the -
nodes Homes master planned communities:

The following ratings v;(ere assigrped:

Bj Corporate Family Rating

Bal ;aﬁng on the $450 miilion ﬁvé—year senior secufed first lien term loan

B1 rating on the $1 50 million éix-year senior secured seconvd‘lien term lova;n »

All of Rhodes Homes' debt is guaranteed by substantially all the company’s material operating subsidiaries, exce'pt
entities that hold unentitled land. o :

Pro forma for the takedown of $600 million of first and second lien term loans, repayment of $211 million of existing
debt, addition of $275 millien to the company's cash balances, payment of a $100 million dividend to the owners, and
funding of $13.5 million of transaction fees and expenses, the debt leverage metrics. as of year-end 2005 are ,

- expected to be approximately as follows: 85% debt/capitalization, 5.9x debt/EBITDA, 28.5% first lien debt/total net
value, and 38.3% total debt/total net value. Adjusted debt metrics as of the same date, after adding $89.5 million to
the consolidated debt totals for specific performance options that the company has in its Tuscany master planned

community, would be approximately as follows: 86% debVcapitalization, B.7x debVEBITDA, 34.2% first lier: debt/total -

net value, and 44% total debt/total net value. The debt/cap and debVEBITDA metrics, by which traditional ,
homebuilders are measured, are aggressive for the rating. The debt/net value calculations, by which land developers
are measured, are reasonably strong for the rating. Lol ' . : .

Founded in 1892, Rhodes Homes conducts land development and homebuilding operations in two master planned
communities and one planned area development in Las Vegas and is building a base for developing a Las Vegas
bedroom community in Kingman, AZ. This geographic concentration, plus the company's relatively limited- product
and price point diversity as well as its overall small relative size, make the company more susceptible to a cyclical
tdustry-downturr and/or regional downturn than its much larger competitors. AR

The Las Vegas hdu‘sing market has experienced very rapid price 'appfeciation in recent years, mb,si significantly in
the past two years. As a resulf, speculative buying and fipping have increased, leading to an increase in the number
of resales on the market that are competing with new home sales and causing at least one homebuilder (Pulte) to - -

Page 10of 3



HOODY'S ASSIGNS FIRST-TIME RATINGS TO THE RHODES COMPANIES, LLC  Page2of3

_have to give back some of its 2004 price increases in order to drive cancellation rates back down to more normal
“sels. Rhodes Homes was affected by the fallout from the Pulte action, saw its own cancellation rates soar, and had
.ewer deliveries and lower revenues and EBITDA in 2004 as compared to 2003. The company has since instituted

“fer underwriting and down payment requirements and has seen a strong recovery in year-to-date 2005 results.

On the plus side, Rhodes Homes' land and home inventory was valued by Cushman & Wakefield in September 2005
at a Total Net Value of approximately $1.6 billion. As a result, substantial collateral protection for both the first and

second lien term loans.

Las Vegas has consisiently been one of the strongest residential housing markets in the country with lot supply
being constrained by the timing of land sales by the Bureau of Land Management, which is the dominant land owner

in the area.

The company's two largest master planned communities; Rhodes Ranch and Tuscany, have been under
development since the mid-1990's. To date, the company has invested approximately $335 million in land;
infrastructure buildup, and amenities. ,

Rhodes Homes' pre-transaction'metrics were very strong for the ratings, with interest cov'erage rising from 4x 10 11X,
debt/capitalization falling from 77% to 62%, debVEBITDA declining from 3.8x to 3.4x, and gross margins soaring
from 37% to 49% over the three-year period 2002-2004. 5 :

The $450 million senior secured first lien ferm loan wilt mature in 2010 and wil! benefit from a first lien on
substantially all the property of The Rhodes Companies, LLC and its co-borrowers, excepting entities that hold
unentitied land. In addition, there will be a 100% excess cash flow sweep in place until half of the total debt
outstanding at €losing is repaid and total debttotal net value falls below 30% (i.e., when the "trigger date” is
reached), at which point the excess cash flow sweep drops down to a 50% rate. A tight restricted payments baskel,
which permits distributions to pay the taxes of the owners plus up to an additional $2.5 million per year until the
trigger date is reached (after which distributions can be up to half of excess cash flow), offers additional protection.
The $150 million senior secured second lien term loan will mature in 2011 and benefit from a second fienon = -
substantially all of the property of The Rhodes Companies, LL.C and its co-borrowers, excepting entities that hold
“smentitled land. I addition, there will be additional financial covenants, governing both loans, in the form of first lien
" abt and fotal debttotal net value tests and a Cash EBITDA/Cash Interest covérage test. These additional

<ovenants are still being negotiated.

Going forward, the ratings and cutlook would be strengthened by a significant build-up in the company's equity base;
successful diversification into other markets, and/or a permanent reduction in the company's debt leverage metrics.
The ratings and outlook would be stressed by a misstep in the company's expansion:process, a significant increase
in debt leverage, or use of the $280+ rmillion current cash balances for anything other than seasonal working capital
needs and additional land purchases that would be added to the collateral package. : o L

Hpadguartared in | as Vegas, Nevada, The Rhodes Companies, LLC and its co-borrowers (Heritage Land Company,
LLC and Rhodes Ranch General Partnership) comprise fhie lafgest privaie community developer and homebuilder in,
Las Vegas. Projected revenues and EBITDA for the year that will end December 31, 2005 are $262 million and $103
million, respectively. ' , : o '

New York
Tom Marshelia
Managing Director
Corporate Finance Group

- Moody's Investors Service - :
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York -

" Joseph A. Snider
VP - Seriior Credit Officer
Corporate Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Ne) Copyright 2005, Moody‘s Investors. Service, Inc: and/or its licensors including Moody's Assurance Company, Inc.
o *ogether; "MOQDY'S"). All rights reser’ved‘ o : TR RN

ALLIMFORMATION CONTATNEC HEREIN1S PROTECTED BY COPYRIGHT LAW ARD F-V)ONE‘OF SuUcH lI‘Jf"";')HI‘JATlON MAY -BE
COPIED OR QTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRAMSFERRED, DSSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOUE ORTH-PART, (I NAMY
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_FORM OR MANNER DR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. Al
nformalion-cantamed herein is obtained by MOQOOY'S from sources believed by 1L 1o be acturate and retiable. Becausea of Lhe
Jossibility of umian o mechanical errer as well as other factors, howevet,; such informatian s provded "as is” withoul warranky
Af any kind and MOODY'S, in particular, makes no representation or warranty, express or implied, as ta the accuracy, timeliness,

>mpleteness, merchantability or fitness for any particular purpose of any such information. Under no circumstances shall
AM00DY'S have any liability to any person or entity for (a) any lass or damage 1n-whole or in part caused by, resulting from, or
retating to, any error {(neghgent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or
any ol ity directors, officers, employees or agents in connection with the procurement, collection, complalion, analysis,
interprelation, communication, pubhcation or defivery of any such information, or (b} any direct, indirect; special, consequential,
compensatory or incidental damages whatsoever {including without limitation, fost profits), even if MOODY'S is adwised in
sdvance of the pessibility of such damages, resulting from the use of or inability to.use, any such information. The credit ratings
and fnancial reperting analysig ohservations, if any, constituling part of the information contained herein are, and niust be
construed solely as, stalements of opinion and nol statements of facl or recommendations Lo purchase, sefl or hold any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR'INFORMATION 1S GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANMER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any
Jnvestment decision made by or on behall of any user of the information contained herein, and each such user must accordingly
make its own study.and evaluation of each security and of each issuer and guarantor of, and each provider of credit support for,
each secunty that it may consider. purchasing, holding or selhing.

MOODY'S hereby discloses that imost issuers of debt securities (in‘luding corporate and murmpal hends, debontures, notes and
rommercial pacer) and preferrad stoc« ratad by MOODY'S
raisal and rabing services renderad by tLiee
owned crechit rating agency Subsidiary, Mande' {n
\ndependence of MIS's ratings and £almg processes, Il
of MCQ znd.ratad entibies, and b on crbilies wing hotd
awnership inlercst in MCO of maeie than 5%, 15 naslas annualiy on Moody & wahKige an ww
*Shareholder Relations - Corporate Governance - Direclor and Sharchelder A[fmal.:rn Pobicy
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00 Lo 52,300,000, Mnoay’ s vehaily -
"-ll‘", ESTN AN T FNTLR al

s Cert

Maody's Investors Service Pty Limited does not hold an Austrahian financial services hcence under the Corperations Act, [t
credit rating opinion has been preparad vithout Lzking inte accournt ary of your objectivas, inancial situalicn or naeds. You
should, hefore acting nn-the opinion, consider the approprateness of the opinion Raving régarc Lo your own sblectives, financa:
situation and needs. : ’ :
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ATTACHMENT E‘
MEMORANDUM |

TO: : Blessing Chukwu
R Executive Consultant |l
Utihties Division

FROM:  Barb Wells
Informdtion Technology 5pec1al|5t
Utilities Division

THRU:  Del Smith .5~
‘ Engineering Supervisor
Utilities Division

DATE: Apnl 7, 2006

RE: PERKINS MOUNTAIN WATER COMPANY [DOCKET NO. W-20380R-05-0490)
PERKINS MOUNTAIN UTILITY COMPANY [DOCKET NO. SW-20379A-05-0489)
2KD AMENDEI] LEGAL DESCRIPTION

The area requested by Perkins Mountain for a CC$N for water has been plotted
using a second amended legal description, which has been docketed. This legal
 description separates a request for a CC#N and a request for an Order Preliminary for a
CCéN. The entire correct legal description 15 attached and should be used in place of
~ the oniginal descmptlor\ 5ubm1tteo| with the apphcatnon

‘ Also‘attached are copies of the map5 for your files.

‘basw
Attachments

cc: Docket Control
Ms. Kimberly Grouse ~
Ms. Deb F’erson (Hand Camed)
File
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- Stanley Consultants,'lnc;,f

March 2, 2006 ' .
: , GOLDEN VALLEY RANCH
“ORDER PRELIMINARY” AREA

LEGAL DESCRIPTION

A PORTION OF SECTION 34, TOWNSHIP 21 NORTH, RANGE 18 WEST, TOGETHER
WITH A PORTION OF SECTIONS 8, 10, 11, 14, & 16, TOWNSHIP 20 NORTH, RANGE 18
WEST, ALL IN THE GILA AND SALT RIVER MERIDIAN, MOHAVE COUNTY, '
ARIZONA, MORE PARTICULARY DESCRIBED AS FOLLOWS;

PARCELI -
THE SOUTHWEST QUARTER (SW ) OF SAID SECTION 34;
CbNTAlNING 15-6.49 ACRES

PARCEL T

BEGINNING AT THE SOUTHWEST CORNER OF THE SOUTHWEST QUARTER (SW %)

OF SAID SECTION 8, SAID POINT BEING THE POINT OF BEGNNING;
THENCE NORTH 00° 16' 25" EAST, 2640.36 FEET;
- THENCE NORTH 00° 16' 15" EAST, 2640.41 FEET;
- THENCE SOUTH 89° 35' 60" EAST, 2639.40 FEET;
THENCE SOUTH 00° 14' 54" WEST, 660.15 FEET;
THENCE SOUTH 89° 36' 72" EAST, 329.92 FEET;
 THENCE NORTH 00° 15' 07" EAST, 660.15 FEET;,

'THENCE SOUTH 89° 36' 23" EAST, 2209.74 FEET;
' THENCE SOUTH 00° 15' 46" WEST, 286.15 FEET;

THENCE SOUTH 19° 32' 24" WEST, 2609.28 FEET; -

THENCE NORTH 66° 18' 35" WEST, 100.26 FEET;
| THENCE SOUTH 19° 32 24" WEST, 1202.26 FEET TO THE BEGINNING OF A CURVE,
CONCAVE WESTERLY, THROUGH A CENTRAL ANGLE OF 13° 31' 34", HAVING A

RADIUS OF 4155.00 FEET, (CHORD BEARING AND DISTANCE BEING SOUTH 12° 46’

LS UWEST, 97862 FEET < o 2 e e
_ THENCE ALONG THE ARC OF SAID CURVE 980 90 FEET
THENCE SOUTH 06° 00' 50" WEST, 379. 86 FEET;
THENCE NORTH 89° 36' 48" WEST, 261.69 FEET;
THENCE SOUTH 00° 23' 13" WEST, 100.00 FEET;
THENCE NORTH 89° 36' 48" WEST, 676.01. FEET;: -
THENCE NORTH 89° 35'26" WEST, 2641.60 FEET TO THE POINT OF BEGINNING

CONTAIN ING 51 8.96ACRES

R. Michael~Cummock,'R.L.S;
Land. Surveyor

702.765.6300 Ph: I : :
S e _PAGE10OF3




March 2, 2006
PARCEL I

COMMENCING AT THE SOUTHWEST CORNER OF THE SOUTHWEST QUARTER (SW v

14) OF SAID SECTION 16;

THENCE NORTH 00° 14' 26" EAST, 42.00 FEET TO THE POINT OF BEGNNING
THENCE CONTINUING NORTH 00° 14' 26" EAST, 2093.77 FEET;

THENCE NORTH 90° 00' 00" EAST, 524.13 FEET TO THE BEGINNING OF A CURVE,

CONCAVE EASTERLY, THROUGH A CENTRAL ANGLE OF 49° 12' 39", HAVING A

RADIUS OF 2713.00 FEET, (CHORD BEARING AND DISTANCE BEING, NORTH 65° 23'
40" EAST, 2259.21 FEET); :

THENCE ALONG THE ARC OF SAID CURVE 2330.17 FEET,

THENCE NORTH 40° 47' 21" EAST, 2201.27 FEET TO THE BEGINNING OF A CURVE

CONCAVE SOUTHERLY, THROUGH A CENTRAL ANGLE OF 49° 33'22", HAVING A

RADIUS OF 1460.00 FEET, (CHORD BEARING AND DISTANCE BEING NORTH 65° 34'

02" EAST, 1223.79 FEET);

THENCE.ALONG THE ARC OF SAID CURVE 1262.78 FEET;

THENCE SOUTH 89° 37" 16" EAST, 117. 50 FEET;

THENCE SOUTH 00° 26" 15" WEST, 2635.10 FEET;

THENCE SOUTH 00° 02' 37" WEST, 2602.64 FEET;

THENCE NORTH 89° 35' 19" WEST, 2589.15 FEET; " .

TH’ENCE NORTH 89%° 38 24" WEST, 2645.56 FEET TO THE POINT OF BEGINNING

CONTAINING 408.89 ACRES

 PARCEL IV

BEGINN]NG AT THE NORTHW EST CORNER OF THE N ORTHWEST QUARTER (NW %)
OF SAID SECTION 14, SAID POINT BEING THE POINT OF BEGNNING

THENCE NORTH 89° 43' 43" WEST, 100.00 FEET; '

THENCE NORTH 89° 41' 12" WEST, 2588.30 FEET;

 THENCE NORTH 89° 37' 05" WEST, 646.98 FEET;
~ THENCE NORTH 22° 00' 59" EAST, 2353.03 FEET TO THE BEGINNING OF A CURVE,

CONCAVE SOUTHERLY, THROUGH A CENTRAL ANGLE OF 90° 00' 00", HAVING A

‘RADIUS OF 45.00 FEET, (CHORD BEARING AND DIS TANCE BEING, NORTH 67700 o i s s

59" EAST, 63.64 FEET); THENCE ALONG THE ARC OF SAID CURVE 70.69 FEET TO
THE BEGINNING OF COMPOUND CURVATURE, CONCAVE SOUTHERLY, FROM
WHICH A RADIAL LINE BEARS NORTH 18° 17' 25" EAST, THROUGH A CENTRAL
ANGLE OF 49° 11' 14", HAVING ‘A RADIUS OF 773. 44 FEET, (CHORD BEARING.
AND DISTANCE BEING, SOUTH 47° 06' 58" EAST, 643.78 FEET); f
THENCE ALONG THE ARC OF SAID CURVE 663.98 FEET TO THE BEGINNING OF

- REVERSE CURVATURE, CONCAVE NORTHERLY, FROM WHICH A RADIAL LINE

BEARS SOUTH 67°37' 60" WEST, THROUGH A CENTRAL ANGLE OF 40° 06’ 43",
HAVING A RADIUS OF 937.00 FEET, (CHORD BEARI_NG AND DISTANCE BEING,
SOUTH 42° 25' 21" EAST, 642.66 FEET); - :
THENCE ALONG THE ARC QF SAID CURVE 655.98 FEET

R. Michael Cummock, “RyL.S:
Land Surveyor :
Stanley Consultants, Inc.
702.765.6300 Ph. ' el s
S PAGE 2 OF 3



March 2, 2006

THENCE SOUTH 62°28'"43" EAST, 196.25 FEET TO THE BEGINNING OF A NON-
TANGENTIAL CURVE, CONCAVE SOUTHERLY, FROM WHICH A RADIAL LINE
BEARS NORTH 63° 35' 23" WEST, THROUGH A CENTRAL ANGLE OF 15° 43' 36",
HAVING A RADIUS OF 1959.08 FEET, (CHORD BEARING AND DISTANCE BEING,
NORTH 34° 16' 25" EAST, 536.05 FEET);

THENCE ALONG THE ARC OF SAID CURVE 537.74 FEET;

THENCE NORTH 42° 08' 14" EAST, 383.80 FEET,;

THENCE SOUTH 47° 51' 46" EAST, 1624.88 FEET;

THENCE NORTH 63° 10' 56" EAST, 907.70 FEET TO THE BEGINN]NG OF A CURVE,
CONCAVE WESTERLY, THROUGH A CENTRAL ANGLE OF 91°21' 09", HAVING A -
RADIUS OF 45.00 FEET, (CHORD BEARING AND DISTANCE BEING, SOUTH 71° 08’ 29"
EAST, 64.39 FEET);
THENCE ALONG THE ARC OF SAID CURVE 71.75 FEET;

THENCE SOUTH 25° 28' 02" EAST, 1391.01 FEET;

THENCE SOUTH 86° 48' 25" EAST,.1985.34 FEET;

THENCE SOUTH 00° 16' 07" WEST, 2642.87 FEET,;

THENCE SOUTH OO°.12'4'3_3'7 WEST, 1321.67 FEET;

THENCE SOUTH 89° 46' 06" EAST, 329.56 FEET;

THENCE SOUTH 00° 12' 12" WEST, 1279.71 FEET,;

THENCE NORTH 8%° 45'41" WEST, 4235.95 FEET;

THENCE NORTH 00° 17' 31" BAST, 2600.40 FEET;
= THENCE NORTH 00° 14' 49" EAST, 2641.92 FEET TO THE POINT OF BEGINNING;

CONTAININ G 636.59 ACRES

R. Michael Cummock, R.L.S.

Land Surveybr

Stanley Consultants, Inc.

702.765.6300 Ph. : % N
' PAGE3:0OF 3" -




THE VILLAGES AT WHITE HILLS
CC & N SEWER/WATER BOUNDARY

LEGAL DESCRIPTION
[Revised 8-3—05]

TOWNSHIP 27 NORTH, RANGE 20 WEST, G. & S.R.M., MOHAVE COUNTY AZ
SECTION 16, EXCEPT THE NW4 NE4 & THE E2 NE4; .
W2 W2 SECTION 17; ' : : :
SECTION20; =~ v
SECTION 21, EXCEPT THE SW4, & THE S2 SW4 NW4;
SECTION 23, EXCEPT THE FOLLOWING DESCRIBED PARCEL OF LAND:
COMMENCING AT THE NORTHEAST CORNER OF SECTION 23; THENCE NORTH .
- 89°3739" WEST, 26.97 FEET TO THE POINT OF BEGINNING; THENCE SOUTH 41°25'03"
. ‘EAST, 35.78 FEET; THENCE SOUTH 48°34'57" WEST, 599.97 FEET; THENCE NORTH
41°25'03" WEST, 572.03 FEET; THENCE SOUTH 89°37'39" EAST, 804.69 FEET TO THE
POINT OF BEGINNING; .
ALL OF SECTION 30 LYING SOUTHERLY OF TI-T.E CENTERLINE OF WHITE HILLS
ROAD (O.R. 274/50-97) OF WHICH THE CENTERLINE IS DESCRIBED AS FOLLOWS:

COMMENCING AT THE NORTHWEST CORNER OF THE NORTHWEST QUARTER (NW -

%) OF SECTION 30; THENCE SOUTH 00°28'34" WEST, ALONG THE WESTERLY LINE
THEREOF, 1,493.03 FEET TO THE POINT OF BEGINNING; THENCE NORTH 68°20'45"
EAST, DEPARTING SAID WESTERLY LINE, 223.94 FEET; THENCE NORTH 67°59'58"
EAST, 3,686.73 FEET TO THE POINT OF TERMINATION, SAID POINT BEING.ON THE
NORTHERLY LINE OF THE NORTHEAST QUARTER (NE ‘A) OF SECTION 30, EXCEPT
THE SW4 &THESW4 SE4 ,

' TOWNSHIP 27 NORTH RANGE 21 WEST, G. & S. RM MOHAVE. COUNTY,AZ;

A PORTION OF THE E2 SECTION 25 DESCRIBED AS FOLLOWS:

" BEGINNING AT THE NORTHEAST CORNER OF THE SOUTHEAST QUARTER (SE Vi)
OF SAID SECTION 25; THENCE SOUTH 00°28'58" WEST, ALONG THE EASTERLY LINE
THEREOF, 2,645.95 FEET TU THE SOUTHEAST CORNER OF SAID SOUTHEAST 7

QUARTER (SE %); THENCE NORTH 89°33'42" WEST, ALONG THE SOUTHERLY LINE :

THEREOF, 164.23 FEET TO THE POINT OF CURVE OF A NON TANGENT CURVE TO
THE LEFT, OF WHICH THE RADIUS POINT LIES SOUTH 74°14'5%" WEST, A RADIAL
DISTANCE OF 5,821.58 FEET, SAID POINT BEING ON THE EASTERLY RIGHT-OF-

~ WAY LINE OF U.S. HIGHWAY 95; THENCE NORTHERLY ALONG THE ARC, ALONG

- SAID EASTERLY RIGHT-OF-WAY LINE, THROUGH A CENTRAL ANGLE OF 07°34'58",
770.46 FEET; THENCE NORTH 23°19'59" WEST, CONTINUING ALONG SAID - ‘
EASTERLY RIGHT-OF-WAY LINE, 2,685.36 FEET TO THE CENTERLINE OF WHITE

* HILLS ROAD (O.R. 274/50-97); THENCE NORTH 68°20'45" EAST, ALONG SAID

CENTERLINE, 1,632.40 FEET TO THE EASTERLY LINE OF THE NORTHEAST
'QUAR’TER (NE %) OF SAID SECTION 25; THENCE SOUTH 00°28'34" WEST, ALONG
SAID EASTERLY LINE, 1,151.09 FEET TOTHE POINT OF BEGINNING

PAGE 2 OF 2




ATTACHMENT F
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'~ ATTACHMENT G

FEDERAL ELECTION COMMISSION
* WASHINGTON, D C 20463

VIA FIRST CLASS MAIL

OCT 32005
Richard A. Wright, Esq. « ‘
Wright, Judd & Winckler
300 South 4™ Street
Suite 701

Las Vegas, NV 89101

. RE: - MUR 5305
James M. Rhodes, Rhodes Design
- and Development Corporation,
- Bravo, Inc. d/b/2/ Rhodes Framing,
Rhodes Ranch General Partnership

Dea.r Mr. anht

On September 20, 2005, the Federal Electlon Comrmssmn accepted the si gned
conciliation agreement and the civil penalty check for $148,000 submitted on behalf of your
clients, James M. Rhodes, Rhodes Design and Development Corporation, Bravo, Inc. d/b/a/
Rhodes Framing, and Rhodes Ranch General Partnership, in settlement of violations of 2 U.S.C.

§§ 441a(a)(1)(A), 441b(a) and 441f, provisions of the Federal Election Campaign Act of 1971, -

as amended. Accordingly, ‘the file has been closed in this matter as it pertains to your clients.

The Commission reminds you that the conﬁdentlahty provisions of 2 U S.C.

,,,,,, e A e e

© § 437g(a){(12)(A) stiil apply, and that this matter is still open with respect to other respondems T

The Commission will notify you when the entire file has been closed

Enclosed you will find a copy of the fully executed conciliation agreement for your files.
If you have any questions, please contact me at (202) 694-165 0. ~

| Smcerely,

Marianne Abely
4 Attomey '

&
g

- Enclosure ,
- ,.».Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

-

In the Matter of

James M. Rhodes

Rhodes Design and Development Corp.
Bravo Inc. d/b/a Rhodes Framing
Rhodes Ranch General Partnership

MUR 5305

Nt N N e Nve? N N

CONCILIATION AGREEMENT
This maﬁer was initiated by a complaint filed by Donald F. McGahn, II, General Counsel
of the National Republican Congressiogal Coﬁmiﬁee. The Federal Election Commission
(“Commission”) found reason to believe that‘ Respondents> James M. Rhodes and Rhodes Design
and DéVelopment Corporation violated‘ sections 441b(a), 441a(a)(1)(A), and 441f of the Federal
Election Cémpaign Act of 1971, as‘ame‘nded (“’thc Act™). The CorrimiSsioxiﬁ furthér found reason

to believe that Respondents Bravo Inc. d/b/a Rhodes F raining, and Rhodes Ranch General |

Partnership knowingly and willfully violated sections 441b(a), 441a(a)(1)(A), and 441f. During

its investigation, the Commission concluded that James M. Rhodes and Rhodes Designand

Deveispment Corporation also knoWingiy and willfuily violated the Act. =~

NOW, THEREFORE, the Commission and Respondents, having participated in informal
methods of conciliation, priorto a ﬁnding of probable causc to believe, do heréby agree as
I.  The Commission has jurisdiction over Respondents and the subject‘ matter of this

proéeedirig, and this agréement has the effect of an agreemcht entered:pursuant to2 US.C.

§43TE@HAD.
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MUR 5305 S 7 2
Conciliation Agreement
JamesM Rhodes, Bravo Inc Rhodes Ranch and RDDC

1L Respondents have had a reasonable opportunity to demonstrate that no action should be

taken in this matter.

II. | Respondents enter voluntarily into this agreement with the CornmissiOn.
IV.  The pertinent facts in this maner are as follows: '
Parties
. J ames M. Rhodes is a Las Vegas, Nevada real estate developer and a pMer vin

Rhodes Ranch General Partnership. He is the President of Rhodes Design and Development

Corporation and is the owner of Bravo Inc. d/b/a Rhodes Framing. He contributed $30,000

between 1997 and 2002 to various candidate and other committees. In 1998, Mr. Rhodes -

received a refund from the Jim Hansen Committee after making an excessive contribution. -
2. Rhodes Ranch General Partnershlp (“Rhodes Ranch”) is aLas Vegas Nevada
company that has elected to be treated as a partnershlp for tax purposes. Rhodes Ranch owns

and/or operates various real estate enterpnses. James M. Rhodes hasa substant1a1 equity interest

in Rhodes Ranch

3. Rhodes De51gn and Development Corporatlon (“RDDC”) isa Las Vegas Nevada

real estate development company, ownmg and operatmg several real estate entezpnses James M

,Rhodes has a substantial equity interest in RDDC.

!
Reform Act of 2002 (“BCRA”), Pub. L. 107-155, 116 Stat. 81 (2002). Accordingly, unless specifically noted to the .

contrary, all citations to the Federal Election Campaign Act of 1971, as amended (the “Act”™), herein are to the Actas

1t read prior to the effective date of BCRA and all citations to the Commission’s regulations herein are to the 2002
edition of Tutle 11, Code of Federal Regulations, which was published prior to the Commussion’s promulgation of - -

any regulations under BCRA. All statements of the law 1n this agreement that are written 1n the present tense shall be -

construed to be in either the present or the past tense, as necessary, dependmg on whether the statement would be
modified by the 1mpact of BCRA or the regulations thereunder

All of the facts recounted in this agreement occurred priof to the effective date of the Bipartisan Car’npalygn' :




™

‘Conciliation Agreement

MUR 5305

James M. Rhodes, Bravo Inc., Rhodes Ranch, and RDDC

4,  Bravo Inc. d/b/é Rhodes Framing (“Bravo”) is a Las Vegas, Nevada construction |
framing company wholly owned by James M. thdes.

5. Nadine Grudicessi is corporate controller at Rhodes Design and Development
Corporétion. Her responsibilitiesr include monitoring cash-flow at the various cntities that mak¢
ﬁp RDDC and prepaﬁng the corporation’s financial statements.

6. James Bevan is the Chief Financial Officer at Rhodes Design and‘Development
Corporation. He is Nadine Giudicessi’s supervisér.

7. Twelve employees or former employees of RDDC, Rhodes Ranch, or Bravo, and
two of their spouses, were solicited to.,dcliver conlﬁbutions to Nadine Giudicessi and/or James
Bevan. These individuals are collectively referred to as‘ the “condﬁit contributors.”

| 8. | ’Her’rera fo; Congress (“Herrera Commiftee”) was the pril'lc’:ipaly campaign
cbmrnittee of Dario Heirera, a candidate in the 2002 clection for Neva‘d’a’sl’a“’i Congressional ‘
Districtt.’ | |

9. Friends for Harry Rcld (“Rmd Commlttee ) is the principal campaign committee

k of Harry Reld a U.S. Senator from Nevada

Apphcable Law

10. Under the Federal Election Campaign Act of 1971, as amended (the “Act™, itis
uﬁlanul, for co'rpk(’)rations td méke pohfributioné or’expenditureys frorﬁ ‘thyéir‘ genéral treaéury funds
in éohnectiori with any election of any cahdidate for‘fedeyral office. ”It is aléo ﬁﬂ]av?fﬁl for : |
corporate ofﬁc’ers‘and‘directo‘ré to Qon‘sent’t’o ‘su"ch Contfibutions or expehdimes; 2 U.S.C.

§ 441b(a).
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Conciliation Agreement
James M. Rhodes, Bravo Inc., Rhodes Ranch, and _RDDC

11.  The Act further makes it urﬂawful for any person to make a contribution in the
name of another, or for any person knowingly to permit his or her name to be used to make such

a contribution. Moreover, no person may knowingly help or assist any person in making a

contribution in the name of another. 2U.S.C. § 441f; 11 C.FR. § 110.4(b)(1)(iai).

12.  The Act and the Commission’s regulations prohibit any person from making

cohtributions to any candidate and his or her authorized political committees with respect to any

election for federal office which, in the aggregate, exceed $1,000. 2U.S.C. § 441a(a)(1)(A)

11 CER- § 110.1(b)(1). The Act prohibits any person from making federal political
contributions totaling in excess of $25,000 per calendar year. 2US.C.§ 441a(a)(3).

13. A partnership isa “person” under the Act and thus may make federal politicai
contributions. 2 U.S.C. § 43 1(1 1) Partnersh1p contributions are treated as countmg towards
both the contribution limit of the partnership and the spec1ﬁc partners to whom portions of the
contribution are attributed. 11 C.F.R. § 110.1(6). |

14. Reason to beheve 1sa prehmmary ﬁndlng and a statutory prerequlslte to an

mvesugatton as to whether there 1s probable cause to beheve a violation occurred. 2 U S C

§ 437g.
15. The Act addresses v101at10ns of law that are knowmg and w1llful See 2 U.S. C.

§ 437g(a)(5)(B)

Contributi_ons to the Herrera Committee
16. During the 2002 election cycle J ames M. Rhodes 'asked RDDC employees James

A Bevan and Nadme Gludlcessx to make contnbutlons to the Herrera Commlttee and to ask

: management—level staff at RDDC Rhodes Ranch and Bravo to do the same.



MUR 5305 - 5
Conciliaion Agreement ;
James M Rhodes; Bravo Inc., Rhodes Ranch, and RDDC

17.  Rhodes told Giﬁdicessi and Bevan that any management-level staff member who
contributed to the Herrera Committee would be reimbursed for his or her contribution. ‘Rhodes
“also specified the amounts each employee should contribute. -

18.  Inresponse to Rhodes’s request, Nadine Giudicessi and James A. Bevan asked the
conduit contributors to cqnuibﬁte to the Herrera Committee. Each was told that his or her
contributions would be reimbursed.

19.  Nadine Giudicessi also asked one particular conduit contributor to obtain a -
contribution check from her husband. The individual complied and’ submitted a $1,00C
contribution check fo the Herrera Committee in hcr husband’s name.

20. | Ms. Giudiceséi also Submittéd é $2,000 check to the Herrera Committeé in her :
husband’s name. | o

21. James M. Rhode”s madc a'$2,000 contribﬁﬁon in his oWn name‘ tQ the Herrefa
Commmee. |

22.  Together, Rhodes and the conduit cbntributofs contributed a total of $27,000 to
’ybthc Her;era Committéé. | o o |

23. The‘condu’it contributors’ cqntnbutions td the Herrera Committee were spread
over four‘date‘s, frofnbApriI 2001 ‘t‘o March 2002 ; $‘15,000‘ of the Herrera éontributions were
written on Junek"_’sO, 2001. The candidate, Dano Herrera, f)icked these“ checksup in pefson from
RDDC;S office éfter being told that theyyvqe’refa"v‘ailablc. | ’

| 24.  ‘Giud‘icessi and Bevan distributed féimbu:sement»chécké toi‘th‘e‘ i;én’duit ,

- contributors for the conduits’ contributions to the Herrera Committee. o
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‘Conciliation Agreement

James M Rhodes, Bravo Inc., Rhodes Ranch and RDDC

25.  The Herrera Committee reported the conduit contributors’ contributions to the
Federal Election Commission as contributions from Rhodes and the individual conduit
contributors.

Contributions to the Reid Committee

26. In addition to the contributions to the Herrera Comfnittec, James M. Rhodes also
asked Nadine Giudicessi and James A. Bevan to find management-level staff to confribute to the
Reid Committee. Rhodes told Giudicessi and Bevan that any management-level staff who
contlfibuted would be reimbursed for his or her contribution.

27.  In response to Rhodes’ request, Giudicessi and Bevan asked three conouit
contﬁbutofs to coptribute fo the Reid Committee, felling them that they would be reimbursed for
fheir cOntribotion. | |

28. ’Combined, Giuoicessi, ‘Bevgbm, and the three other conduit conuibutois

contributed a total of $10,000 to the Reid Committee, each contributing $1,000 to ,the‘ primary

and $1, 000 to the general election. -

29. Giudicessi and Bevan,distﬁbuted reimbursement checks to the conduit

~ contributors for the conduits’ contributions to the Reid Committee.

30.  The Reid Committee reported the conduit contributors’ contributions to the
Federal Election Commission as contﬁbutions,from the individual conduit contributors.

Contributions ReimburSed

31.  The funds used to reimbursé the contﬁbutions were drawn from the corporate

‘ bank accounts of Rhodes Desxgn and Developmcnt Corp Bravo Inc. d/b/a Rhodes Frammg, and

Rhodes: Ranch General Partnersh1p
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32. The five reimbursement checks were written as follows:
DATE AMOUNT PAYOR , PAYEE
4/5/01 $5,000 00 RDDC Cash
6/28/01 $8,000 00 Bravo Inc Petty Cash
6/29/01 $7,000 00 RDDC Petty Cash
6/29/01 $10,000 00 ’ Rhodes Ranch Cash
"~ 3/27/02 $10,000 00 Rhodes Ranch Rhodes Ranch

33.  Petty cash accounts at the Rhodes entities routinely held only $500 et any time,
and petty cash transactions were typically less than $50. |

34,  James M. Rhodes caused corporate rledger reports to refer to the reimbursement
checks in various ways: one reimbursement check for $5,000 was accounted for in rhe general

ledger as “cash for travel”; one was described as “reimburse,” a common entry for reimbursed

~business expenses; two were attributed to “petty cash”; and one was described only as “*,”

~ 35, Aninitia] version of RDDC’s and Bravo’s combined Forrh 1120 (the tax returns

 for these entities were filed under the name “Sagebrush Enterprises™) characterizes $12,000 of

the reimhursed funds asldeductible business expensee. When Rhodes’ cerﬁﬁed ‘publi,’c
accountants found rhat these funds were actoally oéed for political eontributioné, they informed
Rhodes that he Wohldhave to amend his tax reurrns. Rhodes subsequently filed amended returns
‘for himself and the entities. ’ | |

Violations,‘

V. Resporxdent J ames M. Rhodes Vlolated 2U0.8.C. §‘§ 441b(a) and 44'lf by assisting ‘Rhodes

Design and Development Corp and Bravo Inc d/b/a Rhodes Frammg in makmg corporate

contnbutlons to the Herrera and Reid Commlttees in hlS name as well as the names of others and
by consentmg to those contnbutlons Respondemt will cease and de51st from v101at1ng 2U0S.C.

§§ 441b(a) and 4411,
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VI | Mr. Rhodes also violated 2 U.S.C. §’ 441a(a)(1)(A) hy making excessive contributions
with partnership funds to the Herrera Committee in the names of others. Respondent will cease
and desist from vxolatmg 2U.S.C. § 441a.
VI Respondent Rhodes Ranch General Partnershlp violated 2 U.S.C. §§ 441a and 441f by
making excessive contributions to the Herrera and Reid Cornmittees in the names of others.
Respondent will cease and desist from violating‘ 2U.S.C. §§ 441a and 441f.
VII  Respondent Rhodes Design and Development Corporation vrolated 2 U.S.C‘. §§ 441b(a)
and 441f by making corporate contributions to the Herrera and Reid Committees in the names of
others. Respondent will cease and desist from v1olat1ng 2US.C. §§ 441b(a) and 441f.
X Respondent Bravo Inc. d/b/a Rhodes Framing violated 2 U.S.C. §§ 441b(a) and 441f by
malcmg corporate contributions to the Henera and RCld Committees in the names of others.
Respondent will cease and desist from violating 2 U.S.C., §§ 441b(a) and 441fl
| ,‘Civil Penalgv_’ . o

X. Respondents James M. Rhodes, Rhodes De‘si’gn’ and Development Corpt, Rhodes Ranch
General Partnership, and Bravoylnc.‘ d/b/a Rhodesr Framing will pay a civil penalty to the Federal
' Electton Commtssron in the amount of One Hundred F orty—Elght Thousand dollars ($l48 000),

, pursuant to 2 U.S.C. § 437g(a)(5)(B)

Other ProvisiOns '

XI The Commission, on request of anyone ﬁlmg a complamt under 2 U.S.C. § 437g(a)( 1)
concerning the matters at issue herem or on its own motlon may review complxance wrth thrs

agreement. If the Commlssmn believes that this agreement or any requn'ement thereof has been
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James M Rhodes, Bravo Inc., Rhodes Ranch, and RDDC

violated, it may institute a civil action for relief in the United States District Court for the District
of Columbia.

XII.  This agreem'ent\shail become effective as of the date all parties hereto have executed
same émd the Commission has approved the entire agreement.

XIII.  Respondents sﬁall have no more than 30 days from the date this agreement becomes‘
effective to comply with and implement the requirement contained in this agreement and to so
notify the Commission. |

XIV. Respondents waive any and all claifns they may have to the refund of their illegal

contributions to the Herrera and Reid Committees. Respondents further agree to advise the

Herrera and Reid Committees, in writing, of this waiver, and to direct those Committees to

disgbige cbntﬁbutiops in the amount of Twenty-Seven Thousand Dollars ($27,000) and Ten

- Thousand Dollars ($10,000), respectively, to the U.S. Treasury.

 XV. ' This Conciliation Agreemeﬁt constitutes the entire ;agreément between the parties on the

matters raised herein, and no other statement, promise, or agreement, either written or oral, made

by either party or by agents of either party, that is not contained in this Writtenagreement shallkbe

enforceable.
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FOR THE COMMISSION:

Lawrence H. Norton
General Counsel

BY: M %ﬂ%—/ /

Rhonda J. Vosdi ingh 1/

Associate General Counse
for Enforcement

& 227 ﬂ%_
ardes M. Rhodes for himself
d Rhodes Design and Development
~ Corp., Bravo Inc. d/b/a Rhodes Framing,
and Rhodes Ranch General Partnership

e

£-4- 05

Date
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DISTRIC'I‘ COUREE F‘ B

CLARK COUNTY, NEVADA

PALM GARDENS LIMITED PARTNER-
SHIP, a Nevada Limited
Partnership and JAMES M. RHODES,

Plaintiffs,
T VvSs.

THE GARDENS EAST, INC., A
Nevada Corporation, PRESTIGE
DEVELOPMENT CORPORATION, A
Florida Corporation, LOUIS E.
GOLDMAN, JR. and MARSHALL
GOLDMAN, :

Defendants.

THE GARDENS EAST, INC., A Nevada
corporation, PRESTIGE DEVELOP- -
MENT CORPORATION, A Florida
corporation, LOUIS E. GOLDMAN,
JR. and MARSHALI, GOLDMAN,

Counterclaimants,
vs.. :

PAIM GARDENS LIMITED
PARTNERSHIP, A Nevada Limited
Partnership and JAMES M. RHODES,

~Counterdefendant

Is’

CONCLUSIONS OF QEW AND QECISIUN

A prlvate’arbltratlon hearlng was conducted in thls matter
1 from June 19-23 " and concludlng on June 26 2000, pursuant to
stlpulatlon’and agreement of the partles‘ The Arbitrator,khavingk
heard thé testimony and'cc:s:de*ed the exhlblts presented by the

parties and good cause appsa:lng_therefor,khereby malkes and enrters |

T 4éuPH W

74
J'C'a'ée“’sz %47438
Depfl: N'o. - VIII
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the following findingé’offfgét} conclusions of law andkdeoision;

1. During 19592 and 1993, Defendant Marshall Goldman

negotiated the purchase of 135 acres of unimproved land from Nevada

State Bank as trustee of the Paul Sogg Estate, owner of the subject

property. During the negotiations, Goldman deposited $50,000 in

escrow, hired an engineering firm, prepared a‘tentative map and had
the property rezoned. Goldman’s initial plan was to construct a
mobile home subdivision ‘on the property and was in search of
investors. |

2. One potential investor approached by Goldman was
Plaintiff, James Rhodes. The,introductiongwas arranged throngh
Leon Parness, James Rhodes’ father-in-law. Rhodes indicated that
he was not lnterested in” constructlng a mobile home subdlv1310n,
but 1nstead proposed.a resxdentlal development of 600 single~family

homes. Rhodes contends that the development -was originally

_planned for 800 homes. Rhodes represented to Goldman that he’ was

a successful experlenced developer with expertlse in 51ngle-famaly

homes. InltJally, Rhndee eetrn“ ad tha t ths pa artnership wou uld earn T

proflts of approximately s10, 000 000. Rhodes further proposed that

he would be the general partner, that Goldman would be the 11m1ted

partner and that the proflts would be split 50/50. - Rhodes was

under the impression that the Goldmans had $1i1, 000 000 in the deal.

3. After conductlng' hls due diligence and reFlnlng his
numbers, in early September, 1993, Rhodes prov1ded Goldman with a

proforma whereld he ant1c1pated proflts at the develooment of $8. 9'

mlll;on. Goldman relled upon thls prOjectlon : Therearte*

i-J

 the %
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parties’ understanding was reduced to a written:Limited.Partnership

‘Agreement, drafted by Rhodes' attorney, John Leitner. On or about

September 28, 1993, the parties ‘executed the Palm Garden Limited
Partnership (“EGLP”) Agreement. |

4. Under the terms of the PGLP .Agreement, Goldman was
required, among other things, to contribute the 135 acres
preViously acquired from Nevada State Bank £o the Partne*ship
Subject to two agreed-upon Deeds of Trust .(one for $3, 500 000 and
the other for $375,000). Two days after the PGLP Agreement was
signed, Goldman transferred the subject ‘property to the
Partnership. The PGLP Agreement provides that Goldman’s capital
contribution was egqual to the agreed—upon fair market value of the
land (§4,500,000) minus the two deeds of trust ($3,500,000 and
$375,000) for a total'of'$625,000.‘ The Agreement also'orovides
that from distributable cash, the partners would first“reoeive a
proportionary distribution toward their- capital accounts, after
that, all profits were to be distributed 50/50 between the gene*al

and limited partner.; ‘The PGLP Agreement is a comprehensive

:contract which, by _its cwns.t IR - contains: ’1~'uonditions,* Bl

representations and understandings of the parties.
5_, Unbeknownst to Rhodes, during the final stages of the
negotiations between Goldman and Nevada State ‘Bank regarding the

purchase of the 135 acres, Goldman asserted that there should be a

reduction in the purchase price because of a preexisting agreement

between the County and the prior owner to construct the off sites
for both Sldes of Jimmy Durante Boulevard which ran ad]acent to the

subjectvproperty. Eventually, Goldman negotiated a $750, 000 credit

[ oy
(22 5
AN




T || with Jim Mitchellmkdeceased],Janmofficer of Nevada State“Bank-

Because Goldman only,hed the obllgation to contribute land he
purchased on his own behalf,.notlon behalr of PGLP, he did nor
belie#e he had a duty to inform Rhodes of the $750,000 credit.
Rhodes clalms not to have been made aware of the request to improve
both srdes of Jimmy Durante or of the $750 000 credit issue until
months after the PGLP agreement was execured.

6. The other claims asserted by Rhodes'against the Goldmans

R R R N P G R

at the hearing of this matter were not alleged in any of his

Complaints,~including amended complaints or  proven during the

—
—

hearing.

et
[ (&)

7. On or aboutkNovember, 1993, a First Bmendment to the PGLP

—t
W)

Agreement was executed by the partners whereby Marshall Goldman’s

—
>

prother, Lou Goldman, also became a limited partner,:récéiving a

-
(V.

[} m ¢ RS IR . GERy, | ReayEm
—t
(=

16 pcrtlon of Marshall Goldman’s rnterest.
17 8. All three individuals were partners through their own
18A corporatlons. Rhodes formed the Palm Gardens Corporatlon for the
‘1? specific purpose of entering into the PGLP Agreement, Marshall
R %?q_vaoldman was _A. narfnp frerenghmEhem@Ezdeesegeatfa-ucg;wandwLeﬁ*f%e'
2t 'Goldman was a partner through Prestlge Development Cazp. As used

hereln, references to Rhodes wrll rnclude PalntGardens Corporatlon,
references to Marshall Goldman.will include Gardens East, Inc., and
references to Lou Goldman w1ll include Prestlge Development Inc.
The substance of the partles PGLP agreement was that Rhodes would

lbe the general partner; and the Goldmans would be the llmlted

partners.

9. In‘thejfall:of‘1994, Rhodes‘approaChed‘the Goldmans‘and '

Al T 3T
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,agreed upon.

_did pot pay.thas - $325,.000. -en -April

asserted that the deve-@pment of the propefty ‘was going to eost

more than he had anticzpated. Rhodes told the Goldmans that he
would need to b*_ng in additional lnvestors to fulflll hls duty to
flnance the project and development of the Property would stop
unless the Goldmans agreed to reduce their percentage interest to

20% (from 50%). After further negotlatlons, in September, 1984, a

'Second Amendment to the PGLP Agreement was executed by the

partners.
percentage lnterest from 50% to 30% on the condition that PGLP pay

the Goldmans their capltal contribution of $625 000 by May 1, 1995

and an early profit dlstrlbutlon of $375, 000 by April 1, 1996.
Rhodes personally guaranteed these payments.
10. Rhodes failed to pay the $625,000 by May 1, 1995 as

Instead “in - May, 1995,

$209, 000 and executed a promlssory note for $416, 000, Whlch was due”

in two equal installments of $208, 000 each on June's5, 1995 and July‘

5, 1995. These payments were personally guaranteed by Rhodes.

Rhodes did not make either payment. Furthermore, Rhodes

11.

iqflgsﬁfe~xu LaLL, since the

payment of $209 000 on or about May 1, 1995, the Goldmans have not -

the remalnder of the1rfcap1tal contrlbutlon or for their share of

the PGLP profits.
12. By June 21 1995 Rhodes was made aware of the $750 000
credlt (before the flrst home at Palm Gardens closed escrow), and

lnltlated this 1ewsurt aga;::t the Goldmans, seeklng resc;sclon,

re*ormatlon and other re1re* based upon the Goldmens failure tO

sl - 238

Per that Amendment, the Goldmans agreed to reduce their

‘Rhodes pald the Goldmans

received any other payment from either PGLP or Rhodes, for elthe*,;

N
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’of the llmlted partners.

..... T

. T-'dlsclose the $750, 000 C:Edlt from Nevada State Bank

13. In spite of his recission claim, Rhodes continued, through
PGLP, to develop the p-operty and to build and sell homes. For
1995, 1996 and 1997, the Palm Gardens Development was one of the top
sellers of new homes in the Las Vegas area. ‘Despite the fact that
he had sought to rescind the Partnership Agreement Rhodes opposed
the Goldmans’ Motion for Prelimlnary Injunctlon to stop the
development and their Motion to Appoint a Recelver to Contrel the
Partnership with regard to the Palm Gardens project. |

14. Subsequent to the flllng of the lawsult Rhodes’ profit
prOjectlonS decllned until, eventually, he predlcted, that thev
project would actually lose money. The decline in Profits was due
prlmarlly to Rhodes’ mlsmanagement and negligent cost projectlons.
Hls breach of the PGLP.Agreement, his breach if his flduc;ary dutles
and.his mis- apportlon of‘profits to his various related entltles and
partners in other developments were contributing causes.4

15. Rhcodes participated in the following acts to the detriment

ety @ellephodeq failed fo nge. ”“Qgrvhﬂrjn"n"”“*"l‘uuﬂ@huta'mbi“”ﬂ4;

imoney borrowed by PGLP in viclation of Article VII(2).

"b. Rhodes allowed PGLP to pay his related company, Rhodes

~ Design and Development Corporation, over $1.0 million in

excess SupEIV1Ban feea in v1olatlon of Artlcle\
VIII(1) (a) ‘ et o

c. Rhodes allowed PGLP to pay excessive fees to his framing
' company in violation of Article VIII(l)(b)

4. Rhodes failed to invest PGLE's funds in interest bearlng
accounts and other short term investments such as
certificates of deposit, savings accounts, etc., ‘asg
requlred by Artlcle IX(1) (n). S , i

e, Rhodes failed to take all‘ actions necnssary or
- appropriate for = the constructicn, acguisition,

malntenance 'preservation -and operat*on of PGLP's !
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Prop@*ty and all property related thereto in accordance

 with *he provisicns of the PGLP Agrﬁement in violation of
‘Articie IX(2). -

Rhodes failed to obta:.n the Goldmans consent prior to
causing PGLP Lo engage in transactions with at least 16
of his related entities in violation of Article X(2).

Rhodes allowed PGLP to lozn money to his related entltles

without thek Goldmans consent in violation of Axrticle

X(2) (a).

Rhodes "loaned" money to PGLP and charged interest in
excess of that allowed by Article X(2) (b) and did not
disclose these loans : ‘

Rhodes failed to ccmply with t:he requirements of Article
X(3) by not drafting written contracts and not disclosing
contracts to the Goldmans before causing PGLP to enter
transactions with Rhodes' related subcontractors or
related parties. 3 , :

‘Rhodes breached his fiduciary duty under Article X(4) to

use his best efforts to minimize costs and expenses and
max:.nu.ze prefit for PGLP.

Rhodes attempted to designate third parties as partners
without the consent of the Goldmans in v:.alat:.on of
Article X(5) (d) and NRS 88.420.

Rhodes failed to provide the Goldmans with- acce,ss to h:.s
computer system oxr with weekly reports in nolat:.on of
Article XI (2) . . , _

Rhodes failed to keep PGLP's books as advised by PGLP'

accountants in nolation of Article XI(2),

Rhodes ass:.gned and/or gold his interests in PGLP to

third partles without first offering !:he same tc: the iarmion

Colemeamsre i uufdﬁa.cu BE Axticie X‘li ().

 Rhodes repaid - the capn.t:al contr:.butions of “two

illegitimate partners when PGLP's debts. vastly exceeded
PGLP'S cash on hand in v:.olation of Art:icle _XV(l)

Article I(e).

Rhodes falled to provide t:he Goldmans ith: mcm:hly or

- quarterly reports in viola.t:.on of the seccnd Amendment te '

the PGLP Agreement.

Rhodes failed to distribute proflt:s tor t:‘xe" llmltEd
partners in vmlat:.on of Art:.cle xv. SR R S

Rhodes failed to o= y the Gcldmans the amounts due unde*‘
the Sef-ond An‘enan:ert to the PGLP Agreeme.-_ .

Rhodes failed to pay the amounts due unde:- ~ha "‘s“‘*sco"" |

‘Note in v1olatlon of . the Second Amendmen".;
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16. Rhodes sold PGIP'S ‘model homes to David Ferradino, his

partner in another development and msrepresented the terms of the
salek to PGLP’s accounts, and did naot disclose thls transaction to

the Goldmans.

17. Rhodes caused BGLP to enter into millions of dollars worth

of transactions with his partners from other developments aod
businesses without disclosing these relationehips to the Goldmans.
Examples include:

David Ferradino Investments $507 , 647,70

a.
b. Interstate Mortgage $855, 968. 68
c. Western States Contracting $3,276,027.41
d Southern Nevada Pavlng Co. §1,021,801.50
e. Don Kleitzen $28,000.00
£. James Garrett ‘ ; $458,383.56
qg. Jeff Albregts © 58,345.28
h. Danny Cancino ; $10,200.00
i. D.C. Valencia - 8§8,700.00
3. Kenny Howard Landscaplng $859 083. 21,“
18. Rhodes negllgently' underestimated. the cost of land

development on the sub]ect project by several nu.lln.on dollars

19. PGC was formed solely for the purpose of becoming the

general partner of PGLP The two entities f:x.le.d consolidated

financial statements. 'I'he:.r net worth was combined for the purpose

Iof bank. le;:ng Tb;e,.-._v;:erert \J:rm D.I:udee; was - the gole- cwiss ol BEE S

and rece:.ved the sole beneflt. Rhodes and h:l.s ‘other compan:.es |

shared offlces with PGC and 'PGC had t:he exact game officers,

directors, and shareholders as Rhodes other corporat:.ons In fact, \ A

Rhodes was the sole offlcer, aole director, and sole shareholder.

During the few PGC meet:.nge for which there are m:.nutes in 1993—

1996, Rhodes apparently met by h:z.mself and. e;.gned form documents .
I4. There are no shareholder mlnutes after Septemue. 30 1996 except

un; ed’ forms for 1997 and 1998 ;!'_gi_ There are no. director s

‘minutes whatsoeve*‘ beyond September 1996 ; ; B ’
g e aa
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20. Rhodes failed,to’eign offioial docnments es‘an officer of
PGC and he often‘referreﬂ to himself interchangeably as the “owner”
of the development, the “president” of the developer and .the
wpresident” of the PGC, the general partner.- |

21. As a result of these actions by Rhodes, the Partnership

was reported to have lost in excess of $3;5 Million. Absent these

actions, the Partnership wounld have realized a‘profit of slightly

over $4 M;llion per expert testimony;
CONCLUSIONS OF AW |
AS TO RHODES’ COMPLATNT (AMENDED COMPTATNT)

22. The Arbitrator finds that the Goldmans had a duty to
disclose to Rhodes, their prospective partner, the $750;060 credit
that they negotiated with Hevada State Bank when the property.was
purchased. However, this non-disclosure did not constltute fraud
in the inducement nor was it a materlal breach of duty. nor was he
damaged thereby. Rhodes recelved precisely what he bargalned for

under the EGLP Agreement which is somewhat ambiguous. Contrary to

Rhodes’ contention, the subject 1and was appralsed at more than

J1$4, 500,000 Aiter‘;earning'of-rhp s 50,000 ﬂred*tf, h@é%S-“””*l?answA
to build and sell houses at the Palm Garden Development and thereby ]

walved any right that he mlght have otherwise had to rescind thev

PGLP Agreement or to termlnate performance. Furthermore, by
IEtalnlng each and every benefit he was entitled to under the PGLP
Agreement, Rhodes fully ratlflad “the PGLP Agreement. Rhodes,
therefore,‘should take nothlrg by hls Complalnt.<

AS TO THE GC:ﬂMBNS"GQQ§EEB§2325i~ S

23. At all trmes, Rhodes, as the general partner of PGLP, owed:




I [la fiduciary duty to the Goldmans and the limited partners. Rhodes

_ 2 ||either intentionally or : negligently violated the terms and

3 |l conditions of the PGLP Agreement as set forth in the Findings ofk
?ff : Fact section of‘this decisicn. 1In. doing‘; so, Rhodes breached .his
E}_- . fiduciary duty to the Goldmans, was involved in self dealing, and
} 6‘ caused the Partnersh:.p to. lose money. Pun:.tive damages are not
E‘{‘ : appropriate as Rhodes’ conduct did not rise to the level of

i o egregious conduct recognized by Nevada law’ to- impose punitive

il 10 damagesV.' | | | |

! 1 24. PGLP was. influenced and governed' by Rhodes; there was such
[ 12 |unity of interest and ownership that the corporation is inseparable

13 from Rhodes; and adherence to the fiction of a separate corporate !
14 ||entity or would, under thé circumstances, sanction a fraud or
15 ||promote injustice. = - |

16 e ' ; e DECISION

28 appropriate regardlng the capltal account of the Goldmans

7' 17 Judgment should, therefore, be entered as follows.
I Bl 1. &s to the Amended Complaint of Rhodes, judgment should be
! , 19_ entered in favor of Defendants. | o
) Iu 20 | 2. Bstothe Counterclaim 'iudment 5hou1d he, en*‘e*ed ERTOTd s
r ,‘ 4 of the Goldmans as follows: $1 5 Milllon (75% of the approx1mate
e :j tizrn-round proflt) + by 2 ($3 Million x 75% + by 2) less $209, 000
| l ‘ 24 (credit for Rhodes caplt.al account payment) '.l'hls credit is awardedf
i o 25 in favor of Rhodes as the undersigned does not believe that the
I 26 Goldmans should ‘be rewarded for the misrepresentation oxr omi351on,’
‘ I 27 || regarding the $750 000 credit issue. 'Therefore,' no damages are
|

: 3.:~ The net judgment against Rhodes (personally) and. his

,;_m- L

PR
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cor;oratmn is §1,291, 000. (Jointly and Sﬁverally)
4. Costs, interes‘t and cther post—arbltzatmn remedies can be
added by the Court in co'ujunction with the execution of the Judgmem:
or the undersigned .w1ll prepare a supglemental award if requested
to decide those issues. | |
5. The 'parties have no further mutual or unilateral
obliga-ticns under the PGLP Agreement or any addcndums or subplements
theré.to, including the promissory riote executed by Rhodes.
6. Cou.nsel for the Goldmans should prepaze “the judgment in

accordance w1th these Eindin }y/

DATED this
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Tournament Benefits Henderson Chamber and Nevada State College

Tuscany Golf Club in Henderson recently hosted the 15™ Annual 2006 American Pacific
Corporation Swing for Success Golf Classic. The proceeds from the charity golf
tournament benefited both the Henderson Chamber of Commerce and Nevada State
College in Henderson.

“We were proud to be sponsors of this event,” said Glynda Rhodes, an executive with
Rhodes Homes and a Henderson Chamber board member. “We thought this was a great
way to give back to the community that is now home to one of our best-selling
communities, Tuscany.”

Rhodes Homes and Tuscany Golf Clubs were generous with their sponsorships and
donations for the tournament.

“We sponsored one of the holes and placed bottled water with the Rhodes Homes logo at
" that hole. The company also donated the use of the course to help increase the amount of
money raised for these two wonderful organizations,” said Rhodes. “My husband, Jim,

and I also matched all the proceeds from this event up to $50,000.”

The matchmg grant'was one of the largest donations the Henderson Chamber has , : o l
received to date. L ,

“We were so grateful for the support and donations of all of the sponsors, especially
Rhodes Homes for the donation of the golf course for the tournament. Events such as ;
- this help to support education that benefits the business environment in Henderson, which
is one of the priorities of the Chamber,” said Alice Martz, CEO of the Henderson

Chamber of Commerce. “This golf tournament accomphshed Just that by the tremendous
_amount of money ralsed ” :

L e e e I el T T el s e e e e e e i e s s

: Tuscany Golf Club, a Ted Robinson Jr. -designed golf course winds through the master
planned community and provides an exquisite backdrop for the Tuscan-themed
community. The nearly 35,000 square foot recreation center will include a full-length
basketball court, two racquetball/handball courts, meeting rooms, card room, billiards
room, and a state-of-the-art fitness room and is slated for a late 2006 completion. In 2007,

~an outdoor pool complex tennis courts and plCI]lC area Wlll open as well.

Upon completlon Tuscany Master Planned Comrnumty will boast nearly two thousand
homes situated on approximately 518 acres and will be home to an estimated six

~ thousand residents living in 18 distinct neighborhoods. Tuscany homeowners will have
convenient access to its 18-hole, championship golf course and the residents-only
recreation center. At build-out, the master planned communlty will also include a small
retail complex called Botticelli Market Place..




Visitors can view six model home complexes, comprising 22 models with 30 different
floor plan options, in the Montebello, La Piazza I, La Piazza I, La Luna I, La Luna IT and
Avellino neighborhoods. Homes in three additional neighborhoods, Terrazzo, Mazzini
and Arezzo are also being offered, with homes in those developments consisting of
models from other neighborhoods within the community. Each offers innovative floor
plans including single story homes, three story homes with lofts, and a great room with
spacious kitchens featuring large granite islands. Prices in Tuscany begin at $367,325
and prospective buyers should speak with a sales agent about incentives that are
available.

For buyers looking to find the perfect newly constructed home, without waiting months
for it to be built, Tuscany has several homes available for purchase that can be closed
within 30 days. Tuscany’s La Piazza and Montebello both have a small number of homes
that have already been built, and only await the buyer’s selection of flooring, before
finalizing the homes for immediate occupancy.

To visit the models, take Lake Mead Drive past Boulder nghway to Mohawk Drive and
turn left. Office hours are 10 a.m. to 6 pm. :

-30-




Rhodes Homes Teams Up with HELP of Southern Nevada for Golfer’s Roundup

The commitment of Rhodes Homes to utilize its resources for the betterment of the
~community was on display recently when Rhodes Ranch Golf Club played host to the
12th Annual Golfer’s Roundup benefiting HELP of Southern Nevada.

Rhodes Ranch Golf Club partners with numerous charities each year to host golf
tournaments, at Rhodes Ranch and its sister master planned community Tuscany
Residential Village, where hundreds of thousands of dollars have been raised to benefit
worthy causes in southern Nevada.

“Golf tournaments are a great way to get people engaged in helping out organizations in
need, in terms of raising money, but also in raising awareness,” said Glynda Rhodes, vice
president of interior and architectural design for Rhodes Homes and Chairperson of the
‘Rhodes Homes Charitable Giving Committee. “The opportunity to do something good,
while being outside and active is a wonderful combination.”

Golfers that participated in the 12th Annual Golfer’s Roundup enjoyed putting their skills
to the test_in longest drive, closest to the pin and putting contests, with Chapman Dodge
at the Valley Auto Mall and Las Vegas Weekly hosting hole-in-one contests. After the
day’s play, golfers enjoyed an awards luncheon, a silent auctron and raffle, followed by a
presentation of awards ' :

“HELP of Southern Nevada provides a much needed service to people in need in our
community,” said Fuilala Riley, deputy executive director for HELP. “We greatly
appreciate Rhodes Homes’ continued support of our organization, as well as the
participation of all of the golfers and the event’s sponsors.”

Rhodes Homes has enjoyed a long-standing relationship with HELP, having teamed up
with the organization during the Hohdays to provrde gifts, food and servrces for famlhes
in rieed, as weil as n other events during the year : =

“The work that HELP. of Southern Nevada does for our community is invaluablé and
they can always count on Rhodes Homes to do what we can to help them to continue to
do their 1mportant work,” sard Rhodes ' :

HELP of Southern Nevada works with low-income individuals and families helping them"

become more self-sufficient and less dependent upon government assistance. HELP’s

mission is to assist people find solutions to their problems and overcome barriers so that-

~ they can attain self—sufﬁcrency through direct services, trarnmg and referral to communltyf
resources. ‘

The ‘Rhodes Ranch Golf Club is part of Rhodes Ranch, a 1,375-acre Rhodes Ranch
community. The development is expected to consist of approximately 9,000 homes by
~the time the development is completed. Home sales are currently underway for. The
Collection, Palms Bay and Pacrﬁc Mrst nelghborhoods -



In addition to the community’s golf club, residents of Rhodes Ranch enjoy access to the
development’s 35,000 square foot recreation center, called the R-Club. The facility
offers weights, exercise machines, indoor basketball and racquetball, as well as classes
and workshops for those interested in arts -and ‘crafts. The recreation center will soon

boast one of the largest water parks in the valley, called The Fun Zone.

Rhodes Homes is also the developer of Tuscany Master Planned Community in
Henderson. The builder also has homes for sale in individual communities in Las Vegas
including Tantara, Shaylon, Villas and X-it, as well as in Kingman, Arizona.

For more information on Rhodes Homes, visit www.rhodeshomes.com.
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Rhodes Homes Sponsors Wish Child’s Trip to New York

For 16 year-old Janieca, her dreams of becoming a professional actress have never been
slowed down, even while dealing with a serious medical condition. She’s always looked
" up to great actors, and recently realized a life-long dream of seeing some of the finest of
them on display on Broadway when Rhodes Homes sponsored her recent Make-A-Wish
Foundation trip to New York.

“I’ve always wanted to be an actress, and the best part of my trip to New York was
getting the opportunity to see a performance of the Lion King,” said Janieca, a Las Vegas
resident. “It was such an experience to see the similarities and differences between
Broadway, and the plays that I’ve been in. It was a huge inspiration.”

- Janieca was joined on the seven-day trip to New York with her cousin, her aunt and her
uncle. The trip, which also included a visit to the MTV studios, the Statue of Liberty and
The Empire State Building, was arranged through the Make-A Wish Foundation of
Southern Nevada by her grandmother’s referral.

“Janieca has been such a strong kid for such a long time now, and it was a wonderful
thing for the Make-A-Wish Foundation of Southern Nevada to help make her sweet 16
such a special one,” said Janeica’s grandmother. “She had an absolutely wonderful time
~in New York, and bemg an actress, seeing the Lion King was deﬁmtely the hlghlloht of
her trip.”

"Rhodes Homes hosted a welcome home party for Jameca at the Rhodes Ranch Golf
Course clubhouse, where she was presented with a cake and presents, which included a-
photo album to organize the numerous photos she took while on her trip. Janieca shared
her stories with Make-A-Wish staff and volunteers, Vice President of Interior and
Architectural - Design Glynda Rhodes and the Rhodes Homes Charitable G1v1ng :
Commlttee ;

“We really enjoyed looking through the photos that Janieca took while in New York, and
we are so happy that we were able to assist in making this trip happen for such an =
“amazing young woman,” said Glynda Rhodes. “We consider ourselves very fortunate for -

a havmg had the opportumty to make Jameca s w1sh come true and see the Joy in her

face

Before Janieca’s trip, Rhodes Homes presented Janieca with gift certificates to Tiffany s
“and Macy’s in order to help the young woman enjoy her experlence of New York: and 5"
Avenue shoppmcy ‘ ' ERE

“The stores and everything there is 50 big, but now that I was there I can share my stories -
of what New York is really like to my friends,” said Janieca. “I can’t thank Rhodes
Homes and the Make-A-Wish Foundatlon enough for mal\mg a d1eam of mine come

: true . . ; L



With her spirits lifted, and her acting career inspired, Janieca is looking forward to
continuing with acting, hopefully one day appearing on stage for her very own Broadway

play.

The Make-A-Wish Foundation grants wishes to children suffering from life-threatening
medical conditions to enrich the human experience with hope, strength and joy.

Rhodes Homes is the developer of the master planned communities Rhodes Ranch in
southwest Las Vegas and Tuscany Residential Village in Henderson. The builder also
has homes for sale in individual communities in Las Vegas including Tantara, Shaylon,
Villas and X-it, as well as in Kingman, Arizona.
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@ {  Chairman Jeff Hatch-Miller GET G n N

1aco 1200 W. Washington SRR AT -0 —
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Dear Chairman Hatch-Miller, =" o e A

b

This letter is written in tribute to Rhodes Homes for their support of the Boys & Girls -
Club of Kingman. Their initial support in the form of a significant monetary contribution
began even before their official entrance into the Kingman Community. The Rhodes
Homes contribution of $ 10,000.00 allowed our Club to re- open a satelllte club in the

Golden Valley area.

A second donation from Rhodes Homes of $ 10,000.00 was made to our Kingman Club

with the condition that this donation be matched by the community. Because of this matc.
~ challenge, we were able to raise $ 10,000.00 of new money for the Kingman Club.

With serving over 580 members at the Club and 2,300 youth at special club events. these
monies are critical to our providing the best program p0551ble : :

spons‘gﬂ

- All of the Rhodes Homes principels and employees have been most helpful and courteous

Alohia Plumﬁ‘ g | to our Club’s staff and members. We must give special thanks though to Mrs. Glynda
Rhodes for her genuine interest and concern for the youth in our community. She has spe1
@ Mohave . | time w1th our youth both in Golden Valley and at the Kingman Club. :
ook

As you can see Rhodes Homes has been 1nstrumental In maintaining and Supportmg not

UniSBurEElSEE{IKsIrcDEls! ~ only the efforts of the mission of the Boys & Girls Club of ngman but also in supportin

a sound financial footing.

| Respectfully Submitted,

- Jim Woods : oA B - Noreen Frisch

k‘ 2005 BoardPyresident FREE S T e Executive Director -

I A United Way Agenc

" bgck@ecitlink.net



Las Vegas SUN: Columnist Elizabeth F oyt: Event at Rhodes' home gives us 'Goosebumﬁs'

- Las Vegas Hotels
- Las Vegas Shows
- Las Vegas |
Classifieds
- Las Vegas-
Yellow Pages
- Las Vegas .
Real Estate

- Today's Sun

- Sun News

« Sun Accent

+ Sun Business

-+ Sun Sports

< Sun Columnists
- Face to Face

- Today's_Opinion
- Sun Editorials

- Sun Columnists
- Flashpoint

- Sun Letters

~Today's News
<Lag Vegas
- Nevada

© Beltway

. Today's Business

+ Las Vegas

+ Gaming i
- Corporate News
- Technology
» Wall Street

- Today's Sports
- las Vegas -
- Sports Line

- Baseball

- Basketball

- Boxing .

- Football’

- Golf

- Hockey

- Racing

- Soccer

- spent much of the day accompanying Stine as he addressed more than 1,000

Page 1 of 3

SEARCH THE SUN:

LAS VEGAS SUN

Printable text version | Mail this to a friend

September 21, 2005

Columnist Elizabeth Foyt: Event at Rhodes' home gives
us '‘Goosebumps’

Elizabeth Foyt's social column appears Wednesdays. Reach her at
elizabethfoyt@cox.net.

Jim and Glynda Rhodes, along with their five young sons, opened their Rhodes
Ranch home Friday evening to supporters of APPLE (All People Promoting
Literacy Efforts), which is a new program to encourage readers of every age:
The honored guest was best-selling children's author R.L. Stine, creator of the
wildly poputar "Goosebumps" series of scary-fun books for grade-school kids.

Henderson Mayor Jim Gibbons was leading sponsor for the gathering and had -

nurth nrqde eh-dem‘Q at area schools

Fellow supporters attending the reception included Rep. Jon Porter and his
wife, Laurie; state Sen. Steve Schneider and his wife, Candi; Bob Coyle,
president of Republic Serwce and Michael Doerlng of Clark County School
Dnstrlct , , ‘

Other contributors at the $250 per person event included Angela Henry, real-
estate agent Bill Goff, Wes and Melody Williams, Mike Rodriquez with
daughter Eden, Bud Cranor, Bill Marion and Liz Trosper. Guests enjoyed
dinner, prepared by Chef Jack Sheridan on the home s spacious patio, and
books signed by Stine. :

‘Gold standard

Planned to please, Sierra Gold hosted a successful Hurricane Katrina relief
fundraiser Thursday evening. Joe Romano, formerly of Aureole'and now the
corporate executive chef for all Golden Tavern and Gaming properties, created |
a New Orleans menu of jambalaya, Po' Boy sandwiches, steamed crayfish and | -
‘other delectables to match the beverages provnded for the six-hours of
festwntues where guests paid $25 to attend.
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Sierra Gold, a handsome new ultra-tavern at Jones Boulevard and Interstate
215, was designed by architect Jesse Maheu and has.a distinctive Nevada
interior featuring the vintage photos taken across our state by Elliott Erwitt.

Hosting the Katrina relief benefit was Blake Sartihi, president of Golden Tavern
Group, with executives including Tracy Harven, Nick Gallegos, Rusty Oaks and
Sierra Gold Chef Vincent Martano.

Seen in the crowd was Mark Sturcken (Clear Channel) accompanied by his
parents, Ellen and L.J. Sturcken, who are in Las Vegas after losing their New
Orleans home to Hurricane Katrina. Also present were Jeff Manning, James
Boyd, Bob Bracken, Jaimee Faccenda, Mike O'Brien, Hrllary Scott and
Francesco LaFranconr

Shoes for 'em

Bravo to shoe designer Donald J. Pilner and his staff at his Donald J. Pilner
Boutique at the Forum Shops at Caesars, who made Sole Stars a sparkling
charitable event on Thursday.

A benefit for the Greater Las Vegas After-School All-Stars, the cocktail hour
reception was directed by community leaders Sandy Mecca and Jenna Morton
with Elaine Wynn serving as honorary hostess.

Sushi Roku catered the elite affair, which drew guests including Chantal

~Cloabeck, Michael Mecca, Mary Woolsen, Alan Waxler, Catherine Cortez

Masto, Liza and Scott DeGraff, Janet and Harry Ferris and Michael Morton, as

‘well as Gloria Steinhardt, Siofra Willer, Barbara Kaplan and Heather Glusman.

_Pllner srgned shoes and provided an early |ook at footwear fashrons for the

holiday season ahead

The Greater Las Vegas After-School All-Stars, formerly known as the inner

City Games, is a decade-old program serving at-risk youth in our r,ommunrty
Year-rotind opportunities for athietics as weil as educationial, cult ural arro |
enrichment are offered free of cost.

Its mission includes creatlng confidence and self~esteem for all youth-and ways
to combat drugs, gangs and violence.

, Cashman honored

Mary Kaye Cashman was honored Sept.-14 by the Community College of
Southern Nevada Foundation at "revving up" ceremonies recognizing her
'$500,000 pledge to the college's new automotive technical center. Thanks to
her gift, and other benefactors, CCSN will expand its current program ‘and also
prov1de for fhe first time diesel techmcran trarmng

Cashman's grft along with $1 million in pnvate matchmg pledges mean the

‘school is just $350 OOO from the finish Irne for this burlding prOJecf

- Hosted by the CCSN Foundaflon at the St|rlmg Club, the gatherrng included”

remarks by foundation chair Jenny DesVaux Oakes, who helped present ,
‘Cashman with an etched building block thanking her for "revving up' educatlon ,

Page 2 of 3
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at CCSN.

Adding their own words of thanks were University Regent Thalia Dondero,
Chancellor Jim Rogers, CCSN President Richard Carpenter, Lisa Dove
Swisher, foundation trustee and development chair for the automotive tech
fundraising effort, and Diana Wilson, executive director for the foundation.

Those attending included state Sen. Dina Titus and her husband, Tom Wright;
Assembly members Chris Giunchigliani and Mark Manendo; Mike Richards,
newly appointed CCSN vice president for academic affairs; Thomas Brown,
provost CCSN Cheyenne campus; and student Gabriella Artega, who later
spoke of her experiences with the auto tech program. .

Representative of the supportive automotive industry were contributors
including John and Joyce McCandiess (McCandless International Trucks),
John French (Desert Auto Group), Chris Publow (Ted Wiens), Jim Marsh (Jim
Marsh Chrysler Jeep), Mike Rorman (Nevada Collision Industry Association),
Michael Spears (Auto Body Group) and Ed Martin (Harley Davidson).

Also present were foundation trustees, including Carolyn Sparks, Denny
Weddle, Irene Vogel, Bob Walsh, Robbie Graham, Charlotte Hill, Dr. James
Jones, Frank Martin, John Bailey, Bill Snyder, Robbie Graham, Sida Kain,
Monte Miller and Catherine Cortez Masto.

A cut above

Cutting for a Cause at the Cutting Room, a Michael Boychuck concept salon,
opened with a charitable flair on Saturday. Proceeds of the first day, including
the $200 haircuts by the renown stylist-to-the-stars Laurent D. (Dufourg) were
donated to Safe House of Henderson, a domestic crisis shelter.

Clients, many of them former residents of New York City and Los Angeles,
flocked to the salon for time with Laurent D. and his colleague Michael ,
Boychuck. Among the crowd was blond beauty Susan ‘Anton, who recently :
appeared at the Newporl Pacific \Ja_L restival, as weil as {“\Dbh Leach af W T e e
Chef Kerry Simon. ~ : '

Rubbing shoulders with'the celebrities were Safe House clients, who received
special attention and increased self-esteem with their new styles and coloring.
Departing supporters each received Prive products provxded for the festivities
by Laurent D and Boychuck
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RHODES

HOMESZS

Rhodes Homes, our Corporate Holiday
Partner donated over four hundred $50.00
Target Gift Cards, making for a special
shopping experience for HELP's 2005
Holiday Toy Drive families. v ' ‘ ' _ ,
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News & Events

Nevada Cancer Instltute Introduces Array of Digital Diagnostic
Research Imaging Technology

$1 million Contribution from Rhodes Homes Helps to Provide Additional Resources for Comprehensive Dlagnostic Research
Technologies including Digital Mammography

Las Vegas, NV December 12, 2005 - Additional resources to support technology that heips in the research, detection and prevention
of cancer at Nevada Cancer Institute (NVCI) has come from Rhodes Homes, a builder of residences and communities in the Las Vegas
Valley since 1985, through a contribution of $1million. i

"Early and complete detection is one of the best facilitators of cancer care," said Jim and Glynda Rhodes. "Nevada Cancer Institute is
an important addition to-our state and we are pleased to support them as they work to improve the health of our residents through
research, prevention, detection, education and care.’ :

Among the technology NVCl is offering to help research and detect cancer is digital mammography. Research has shown that digital
mammography significantly improve the capability to diagnose breast cancer earlier by incorporating modern electronics and computers
into x-ray mammography methods. Digital mammography stores images directly into a:‘computer, versus film. Digital technology allows
) climC|ans ‘more opportunities for diagnosis compared with older, film-based technology.

~In Nevada, breast cancer is the most prevalent cancer among women. The American Cancer society estimates that 1620 new cases
- were diagnosed this year, resulting in the deaths of 310 women. Annual mammograms ‘are recommended for women over the age of
40 years. The Centers for Chronic Disease Prevention and Health Promotion reports that 20 percent of women over the age of 40
reported not having a mammogram or breast examin two years, compared with 16 percent nationaily '

"Rhodes Homes has demonstrated itself as an organizahon that is compassronate about the residents of our state. We are honored to ‘
include them as a leader in our efforts to mitigate and eradicate cancer," said Shelley Gitomer, vice president for Development at NVCI.
NVCI hosts a comprehensive array. of proven digital diagnostic imaging equipment in addition to digital- mammography. This includes
two Magnetic Resonance Imagers; CT Scan; One of only two PET/CT Scanners in Nevada; Nuclear Medicine; Ultrasound and X-Ray.
" About Rhodes Homes

Rhodes Homes is one of Southern Nevada s premier homeburlders havmg created more than 30 resrdential communities including the .

g5 Ra STERY R GOHRSGHSRR s

®
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i

community in Henderson For more mforma ion a out R odes Homes vrsn its website at www. RhodesHomes com
About Nevada Cancer lnstitute

The Nevada Cancer Institute (NVCI).is the official cancer institute for the State of Nevada: NVCI's mission is to develop a
comprehensive cancer research institute staffed by the finest scientists; clinicians and caregivers, to provide hope-for the community
through research, prevention, detection, education, support and patient-centered:care by striving for a future without cancer through .
innovative translational research in basic, clinical and population science. NVC! has raised more than $60 million in private community
financial support, with additional support of a repayable $50 million construction bond for NVCI's 142,000 square foot flagship research
and care facility in the Summerlin district of Las Vegas that opened in September 2005. For more information on NVCI, please visit
WWW. NevadaCancerlnstitute o1g. g

Contact: Clark P. Dumont APR 702-821-0043 cdumont@nvcancer org.

NVCI Fact Sheet 8 : ,
For more details about the NVCI flagship facility, click here.

Community Programs

Take a ook at the many services and programs NVCI hasito offer.you,
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Support the Foundation

Donor of the Month

Glynda Rhodes
~July 2006
Donor of the Month

Since 2001, Jim and Glynda Rhodes have-donated the Rhodes Ranch Golf Club for
The Public Education Foundation’s Tee Up For Kids Charity Golf Tournament.- This
year was no different. On April 25, with perfect weather and a beautifully groomed golf
course as the backdrop, 125 golfers participated in the event that raised $102,000. To
the surprise of all at the lunchtime awards ceremony, Glynda donated an additional
$50,000 to The Public Education Foundation bringing the grand total to $152,000
raised at the event.

Three days later, on April 28, the world-renowned shoe designer Donald J Phner held-a

. fundraising event at his boutigue in the Forum Shops f blic Education = - e
Foundation. Several weeks earlier, Mr. Piiner’s staff asked Glynda Rhodesto |
recommend a non-profit-organization that would be the recipient of the proceeds from a
day-long public appearance by Mr. Pliner at the store. Glynda recommended The
Public-Education Foundation, invited her friends to the event and co-hosted with
Christina Bird, Lori Roglch and Lynn Weldner The event raised $7,000 for The
Foundation:

The Foundation's Annual Make A Difference campaign has been boosted this year by
Glynda's tireless efforts.. On behalf of The Public Education Foundation, she sent
hundreds of letters and made contacts soliciting funds to help support the mission of
‘The Public Educatlon Foundatnon

Additionally, Jim and Glynda donated nearly 500 pieces of new art pieces to The Public
Education Foundation that were originally.purchased by Rhodes Homes to hang in the
models. The Foundation plans to distribute the artwork to the schools in the Clark
County. School District in August. “We really hope that these pieces of artwork 'will -
hang in schools around the vailey and will inspire the children,” Glynda said. With'so
many schools around the valley, these |tems should help the adm;mstrators add-a
touch of beauty to the buxldlngs :

Glynda, a native of Las Vegas, is a wife; mather, vice president of interior and
“Architectural Design for Rhodes Homes, owner of i.d. Interior Design, a community
leader and phitanthropist, and is.a member of the Board of Directors of The Public

l:d“catlon Foundation.




Clark County Public Education Foundation o g  Page2of3

For her tireless commitment and efforts on behalf of The Public Education Foundation
and our public school children, Glynda Rhodes is named the June 2006 Donor of the
Month. :

Nancy Price, manager of the Donald J Pliner boutique at The Forum Shops,
presents a check for $7,000 to (left to right) Christina Bird, Lynn
Weidner, Lori Rogich, Glynda Rhodes and Judi Steele, president of The

Public Education Foundation. '

T

John Frederlcks KVBC-TV Channel 3 weatherman,
interviews Glynda Rhodes at -
the Tee Up For Kids Charity Golf Tournament.-

‘Photos by Michele Nelson, CCSD

AboutUs | Progranis [ Evenis | Media & News | Donors | Support the Foundation | Comact Us
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Rhodes Homes serves ice cream for charity

B Features

Real Estate
Guide:

o New Homes
¢ Resale Homes
e Featured Real
Estate Agents

s Relocation

Guide

Rhodes Homes gave an ice cream party for the
children of Child Haven at its Halloween
carnival. Through the Eyes of a Child
Foundation organized the event, which was
held in the haven's gymnasium. Cold Stone
Creamery provided the refreshments.

"Because we made a significant donation at a
Make-A-Wish event sponsored by the Cold
Stone Creamery store near our Rhodes Ranch
r-planned community the company
“wanted to give us an ice cream party, said

Quik Sell -- See
the special hame
S adsqin ther ks o
Vegas Review-

i T e

Journal. : i gr : Glynda Rhodes, a company executive.
; : L - "Instead of having the party at our office, we
Commercial decnded to donate it to the. Halloween carnival at Child Haven. We knew it
Real Estate ‘would be a fun and spec1al treat for the children.”
Real Estate  Tpe event featured booths for pumpkm

Classified Ads

- decorating and bag-and-ball tosses.

Past editions The children won prizes and candy..

Contact Us  "We had quite a few local companies
: donate food, prizes and staffing for this
‘event,” said Jennifer Miller, a board

mMortgage By ~ ; e \
®Mortgage Corner member of the foundation. "Since the

o /ﬂ  current  children weren'table to go off oarppus i
Local to trick-or-treat, we brought the trick- -
Mortgage  or-treating to them ina safe :

News and ﬁenv1ronment ! e ;
e Advertisement
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| According to Miller, the mission of the
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foundation is to fund educational and °
cultural opportunities for current and
former residents of Child Haven to -
realize their goals and aspirations.

"Through various fundraisers
throughout the year, we raise money
for cultural, educational and sports
scholarships for these children. In
addition to raising this money, we also
plan off campus activities for the kids
that are both educational and
recreational,” she said.

"It is always great to be able to give back to a wonderful, local charitable
organization and we look forward to being able to do more for Child Haven and
Through the Eyes of a Child Foundation in the future,” Rhodes said.

Real Estate home
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‘JOHN L. SMITH: Septuagenarlan s Iegal flght wnth developer
, stands the test of time

Dressed casually ina pressed navy sport coat and khaki slacks Marshall Goldman has the lean look of a
mature man who stays in shape : o :

"I'm getting grray,hairs," he says with a Wryvsmile. "One day‘I'll ’get old."”
Most insurance actuaries would tell him that day has arrived. Marshall Goldman 1s 77.

An energetic‘and active 77, but more than three quarters ofa centuryany Way you look at it.

For most folks lucky enough to live that long, it's a t1rne generally set as1de for relaxaﬁon recrea’oon and

reminiscing, anything but being mired in a delay-riddled, multlmllhon dollar lawsuit with one of = °
' ‘Southern Nevada's most powerful developers ' :

But Goldman and his younger brother, 70-year—old Louis Goldman; these days find themselves bAattling ,
ubiquitous homebuilder Jim Rhodes. And that's no place to be if you're starting to watch life's calendar.

In September 1993, the Goldman brothers agreed to contribute 135 acres of real estate near Tropicana
~Avenue and Jimmy Durante Boulevard to Rhodes in exchange for a 50-percent partnersh1p in the Palm
Gardens housmg development. The Goldmans proj jected proﬁt $8 9 million. S

 Instead, what they have done since the mid- 1990s is fight Rhodes and hlS attorneys

“The battle appeared resolved in June 2000 when court-appointed arbltrator James Armstrong found that
- Rhodes had 19 times violated his agreement with the Goldmans. A _]udgment was entered agamst '
Rhodes for $2 166 m1lhon Wlth mterest 1t S IOW $2 7 mllhon : : ,

Not that Rhodes would appear to have drfﬁcult} paying the Judgment if he chose to. In March 2003
- wrth ex-County Commissioner Erin Kenny working on his behalf, Rhodes purchased 2,400 acres atop -
Blue DlaJLLQer Hill on hlf: bOI‘uEr of the P\Sd,ROCr\ }JahOuar \,QnSCrVqtrOu Area fuL $50 Luuhuu P\hudes -
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then ran into difficulty gaining the approval to develop the land to his satisfaction, and Kenny was
netted in a federal political corruption probe. She's since pleaded guilty to felony charges.

Although the Palm Gardens project appeared to lose money on paper, it certainly has sold well. And
Rhodes, Goldman attorney Scott Marquis says, had no difficulty paying himself during the build out.

' Marquis contends the Rhodes-influenced development partnership was found to have paid Rhodes-

related companies approximately $35 million of the $70 million spent at Palm Gardens.

Since the 2000 judgment, however, the case has seen two appeals to the Nevada Supreme Court. The
appeal documents include 1,600 pages of trial transcript and 1,600 exhibits.

The first appeal was dismissed in December 2001. The second appeal has slogged onward since
February 2002 with Rhodes attorney Corby Amold filing multiple motions for an extension of time.

Meanwhile, the clock has ticked on and Marshall Goldman marked another birthday. And Rhodes in

 September 2003 agreed to pay $12.5 million to settle a construction defects lawsuit at Palm Gardens.

In November 2003, Arnold filed a motion in response to Marqnis' request to have the case go before the
court while he still had a client. Nevada law allows the court the option of expediting cases involving

people 70 or older.

Arnold wrote: "The Goldmans Counter-Motion to Expedlte Appeal argues that this appeal should be
expedited solely on the fact that Marshall Goldman was 76 years old at the time of filing. ... Evidently,
Mr. Goldman is now 77. The Goldmans have failed to demonstrate, or even imply, that Mr. Goldman

- has any health problems which would arguably constitute good cause to expedite this appeal.” -
’ On the contrary. Goldman’s health is good—— for a 77-year-old.

* For its part, the Supreme Court suffers from its own busy schedule. Recently, however, it appears to

have made some movement in the case. There's no telling how long 1t will take to consider the merits of
the Rhodes appeal, presummg there are many ~ :

After more than a decade, Goldman tr1es to keep th1s marathon lawsu1t in perspectlve

"Personally, I have nothlng agamst Rhodes," he saysunconvmcmgly. "I just want the court to decide the ,k '
case.’ : ; : : : o

You know, before he gets old

" John L. Smith's column appears Tuesday, Wednesday, Frlday and Sunday E- mall hlm at

Smlth@reweWJoumal com or call 383 0295.

~Find this artlcle at:

hitp:/fwww. revnew;ournal com/lvrj_home/2004/Mar 30-Tue- 2004/news/23543273 html

D Check the box to include the list of links referenced in the article. =
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Potholes in the Rhodes

Developer who'wants to build on Blue
Diamond Hill has tarnished
construction record

By Heidi Walters

Developer Jim Rhodes would have the
more gullible citizen believe that, gosh,
that mine on top of Blue Diamond Hill is
ugly--slapping a few thousand houses on'it
is just the thing to save the planet and

Dude Downs at Sunny Springs Park.
PhOto by F. ANDREW TAYLOR

But even if you sympat’hize with Rhodes' position, and sighed Monday

~when Gov. Kenny Guinn passed a bill limiting development in the zone

bordering the Red Rock Canyon National Conservation Area to one house -
per two acres, have you considered this: What if the houses he puts up
there, however many, are crap?

It could happen. Rhodes has a history of trouble here in the valley. In

-Fehruary 1999, the state Contractors Roard aven fined Rhodes $5.000,

~and placed him on a one- year probation following an investigation lnto

&

complaints from homeowners that he hadfailed to resolve their
complaints. According to the state Contractors Board, in the past five
years Rhodes Homes has had 214 total complaints filed against it--133
declared valid, and six still pending. And the problem rlddled prO}ects are
spread across the valley

Take for instance, that welrd handshake deal back in 1996 withLas

. Vegas then-parks director, David Kuiper. Apparently, Rhodes and Kuiper ’

agreed that in.exchange for not having to pay a residential construction

- tax on new homes in the Elkhorn Springs community in northwest Las
Vegas, Rhodes would build a park in a detention basin next to the Betsy
- Rhodes Elementary School (named after his mom) Rhodes never bu1lt the

park.

Stephen Reilly, who ways"s‘hopping ayround for a home ln 1997, sa‘ld thé )
"future park site" sign clinched his decision: He bought a house nearby

“-and moved into it'in.1998.-"That land adjacent to the school was never

frmshed " says Rellly, who is on the Elkhorn Sprlngs Homeowners :
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.~ Association board. "We called it the pit, the hole, the sinkhole. It decayed.
Trash was being dumped in there. Nobody knew what was going on.”

The citizens rallied City Councilman Larry Brown, whose ward it was in at
the time, and talks between the city and Rhodes ensued. The city
eventually took over the park in 2000, Reilly says, and the Sunny Springs
Park finally got built. "It cost the city $4 million to build that park," says
Reilly, who was on the city's Parks and Recreation Advisory Commission
for 2 1/2 years, "And I will praise the city for bailing us out and building
us that park. It's an awesome, award-winning park that, lronlcally, we
wouldn't have gotten if Rhodes had built it."

Dude Downs, who bought his house in the Eagle Heights development
across from the elementary school because of the promised park, says
that delayed feature wasn't the only nuisance. He had thought the four
streets in their small neighborhood would be public. But they turned out
to be private--meaning the residents have to pay for their maintenance.
And, Downs says, "We don't have any sidewalks. Rhodes kept telling us,
"They're not in yet.' But then he told us, " You're not getting any." And
the latest effrontery, says Downs, is that after living in the development
for five years, his family just received "a kind of nerve-wracking letter"
saying there's a lien on their house "because [Rhodes] dldn t.pay his’
subcontractors "

"He just doesn't finish things,” says Downs.

Some residents in Elkhorn also sued Rhodes over alleged flooding
problems because of incompleted landscaping.

. Rhodes' public affairs officers did not call back before deadline.

And then there was the Casa Linda case; Rhodes was one of three
- developers who built homes on a piece of land in northwest Las Vegas.

B PSP ST S .;’\ccord‘nﬂ to construction defects attorney Sroott Canepa; tha dmrr D EEF G st

neglected to treat the soils, which are expansive and corroswe and major”
- defects in the 190 homes (about half built by Rhodes) occurred.

. "In some of the homes, the slabs were tilted as much as five lnches
Canepa says. "There were cracks in-the drywall a quarter- to a half-inch

~wide running the length of the wall. And [the residents] were uniformly
given the runaround by the customer service department.”

Homeowners sued, and after four years won a $16.25 million settlement.
"It was, and still stands as, the largest civil settlement for a residential -
- construction defect case ever paid in Nevada " says Canepa. :

Swanglng to the south end of the valley are yet more Rhodes

entanglements. In the Palm City project that Rhodes planned for the area:

now being developed by another company as Tuscany HIllS Rhodes
‘,defaulted on $24 mllllon in mortgage loans in July 1999, ’

~In Palm HlllS a prOJect begun in 1996, Rhodes Stlll ‘hasn't finished a list of
to-dos--fix sndewalk cracks, finish Walls and curbs,and,so on. The
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homeowners are angry, and the city of Henderson is getting anxious for

~ him to finally meet his obligations. If he doesn't, he could lose-the right to
‘continue a next-door rock-crushing operation the city permitted. Ken
Koshiro, new-development engineer for the city, notes that Rhodes did
complete his fix-it list at another project there, Palm Canyon. And the city
maintains hope for Palm Hills. But if Rhodes doesn't fix Palm Hills, it could
cost taxpayers, says Koshiro. "I'm not sure we have the money, if Rhodes

" walked on the bond, to fix all those things," Koshiro says.

Amanda Cyphers, a Henderson councilwoman, says in her eight years on‘
the council she has "never seen a project being drawn out this long.”

Richard Franklin, a general contractor who-investigates construction
defects, says homeowners in another Rhodes development, Palm
Gardens are complaining about water leakage, soil problems, inadequate
roof materials and more.

"I would probably classify Jim Rhodes ‘as very amateurish,"” says Franklin,
- - who's.investigated more than 300 Rhodes homes. "There's some others
- equally as bad as he is, but he's the leader of the band."”

Home | 2AM Club Guide | Archive |'Contact | Personals

Copyright © Las Vegas Mercury, 2001 - 2005
: Stephens Media Group
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In the mtervcmng rnonths, Rhodes has
been a fixture in the headlines. He fought
with. nearby Blue Dlamond resulents and

g’ others over the envrronmental _ramifica-'
tions of the -project; sued lns former -
,;lawver and ‘currént county ‘commissioner,
‘Mark: James, for switching ‘sides on the
issué (the suit was later dropped) and " |-
_battled WhlSpEI‘S ‘of pol__l,tica,l.,corrupuon,
‘as His “closest political ally, formier county: |
; comﬁiiés_ion'er Erin Kenny, has rep_,or_’t’edly"

- “outand he returned to Vegas w1th plan 1

“In need of cash, Rhodes sold the.car an
~took his nest egg to the Mint. During a da

land mowing jobs and schlepping around:
Las Vegas Country Club as a tennis boy. B
the time he was. I6—when he was. kick
out of the house—he had saved $6,000
enough for his own car. After graduatmg«
high school in 1976 he became a ski-bum
in Sun Valley, Idaho until his’ ‘mongy:

attend college and become an dccountan

‘l“! d@n’*& Bgrmw: haw anyhndy that knows)
: hﬂs s%nry can’t be impressed by wha

‘fpapers is no& %he persmn i know.””

says his brothe
read about in the

 ing the Blue Diamond controversy. “Iw :
_under ‘the impression: when 1 bought it

eached. a- ~deal with the FBI 10 cooperate

2110 LS, ‘ongomg probe into government cor-f
ruption in regards to her alleged dealings. -

thithe Galardi family. Rhodes ‘aintains
tion to develop one home per wWo

-1 :;SPENT AN AFTERNOON WITH
Rbodes recently, driving around town
looking at his various developments. He -
irs “wary of the press because he says v

“got the be)eebers kicked out of me” d:.' .‘

hat this was America,” he says, “I mean; T

can’ ‘understand. it if I bought the Red Rock
_ Mountains. T bought a gypsum mine”

'Like ‘many high achievers, he is. not

- prone fo introspection. He prefers to talk
about the details.of the homes; themselves
"-vthe vanatlons of ‘the stucco ﬁmshes, the‘

angles, of the wmdows ‘But,: slowly, the

jxstory of his life starts.to-emerge. Rhodes
moved to Las Vegas with his family-when

he was 6 months old and attended West

- Charleston Elementary and Clark High

* School. He was a Boy Scout and a natural
_athlete. His passion was downhill skiing but

~ healso played basketball, a natural fit since

his lanl\y frame stretched to six-foot-four.

-Though his parents were comfortable, he.

always: worked, wallung door—to—door to

of,black)ack he lost it all, save $80 He usel

?found a_job, making $3 per hour framm

acres but the Clark County Commission is- ]

iteamlng w1th U.S. senators Harrv Reid and;: :

"]olm Ensron and the Sierra Club ina brd to

* buy the. fand from Rhodes to' prevent its

: f;development How will this saga turn out?”

=1 hlstory is. any guide, whatever the result, -
it won't win Rhoedes.any frrend.s ’

'tory started when, after rain shut: do
" the: construcnon site he was workmg at.h
::he ded home and stumbled upona )ob s

- frammg the _house himself. The forer
“told “him $120, and Rhodes agreed. O

: raced hoime and asked h1s mother to 1

,:’that her sQRn would blow the rnon '
: something else, she refused to give him
“cash, but agreed'to drive hlm t0 a hardwi

- {Rhodes accepted the work, even'thou

“west side of town, all the while lugging hi

installed himself as the boss. For the nex

his profits back into real estate; "1 got to'lis

hi remammg cashto buy a b1cycle that h
rode around town looking for work.H

houses ‘He never made it to college
‘As Rhodes tells it, his upward -trajec

near Bob Baskm Park. The crew was-gofie
and Rhodes approached the foreman
aski _'g'hrm how much he could get fo

problem: Rhodes didn’t own any t tools. Hi

store and purchase the tools, provrded hi
not tell ‘his father.

Pleased with the work, the contracto
gave Rhodes jobs on some other .devel
opments, including one in Henders

it-meant riding his bike to and from

tools.) Soon, Rhodes hired friends——thos
friends who had carsthat could cart him
work—at his old rate of $3 per hour an

seven' years, Rhodes took on all the wior
he was offered and, by 1984, his compan
Jim. Rhodes Construction;, boasted 12
employees. He was 26. :

Early on, he pledged to always reinves
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ten to my father and all of his friends when
they would talk about how they could have
bought land o the Strip for $100 an acre,”
he says. “T just thought, ‘] don’t want to
make those same mistakes.”

And he knew how to spot good land.

“He's just. got a great nose for dirt)
says Tim Sullivan, principal in charge of
consulting with the Meyers Group, a San
Diego-based real estate research firm. “He
can sense which way the market is going
and get there ahead of it”

In 1987, however, Rhodes filed bank-
ruptcy after he was. stiffed on payment
by 4 major developer. One person who
knows him well says the experience soured
Rhodes and convinced him that the busi-
ness world ran‘on a screw-or-be-screwed
ethos. When he emerged from bankrupt-
¢y—Rhodes says he paid his creditors. in.
full within 16 months—he became a devel-
oper himself. He split his time between
building tract-home gconnnﬁgities and-
extravagant custom homes like.the ones he
constructed for home-grown ‘sports -stars

- Randall Cunningham, Andre Agassi and

Greg Maddux. He also jumped ahead of the
curve among local devélopers by vertically
integrating “his company. That is, instead
of hiring a bunch of subcontractors, he
started his. own framing, design, landscap-
ing and concrete companies so he could
keep costs down and maximize profits.
But, according’ to “several lawsuits, -
Rhodes’ business practices were sloppy at
fimes, in both his building methods and
his bookkeeping. In: February of 2000, a

sutiion for connrog.

" jary awarded 160
tion defectsiin the Casa Linda subdivision,
in'which Rhodes was the primary builder.
At the time, the award was believed to be
the largest civil settlemnent for residential
construction-defects in county history.

_ Then there were separate lawsuits with
regard to Rhodes’ Palm Gardens develop-
ment. In September, residents who sued
Rhodes -and various’ subcontractors for

million settlement, ‘with: Rhodes ‘Homes
" paying $3 million and:Rhodes Framing

mismanagement caused. the partnership
that invested in Palm Gardens to lose
more than $3:5 million when he himself
predicted it wouldkmake nearly $9 niillion;

‘owns more than 7,000 apartments in the.:

a single payment, and Olenicoff eventu

construction “defects . agreed to. a $12.5 -

responsible. for $1.7 million. ‘That ‘setile-
ment came three vears after an. arbitra-
tor found that Rhodes’ ‘self-dealing and

the arbitrator awarded the invesiors nearly

$2.2 million in démages.

Another lawsuit settled eatlier this year
was arguably the most damning. That case
was brought by Olen Properties, a firm
out of Newport. Beach, California, that

Las Vegas area, making it the second-larg-
est apartment owner in the city. According -
to the lawsuit, Olen hired Rhodes Framing
for a series of jobs in 1996 and 97, dur-
ing which time large quantities of lumber *
started disappearing from Olen work sites
and finding their way into Rhodes’ hands.
In long-winded legalese, the lawsuit basi-
cally alleges that, in some cases, Rhodes
employees stole lumber directly from Oler
work sites. In other cases, Rhodes Framin
intentionally ordered more lumber than i
needed and then, unbeknownst to’ Olen
executives, made deals to buy the excess®
from people on the site. The profits fron
this scheme, the lawsuit says, went to
another Rhodes company, Rhodes Design

Igor Olenicoff, president of Olen
Properties, confronted Rhodes about th
alleged theft, and Rhodes gave Olenicof]
a check for $200,000 and a promissor
note for another $550,000 to be paid in
12 installments. In exchange, Olenicof!
promised not to-sue. Rhodes never mad

ally filed &uit in October of 1998. “1
the 31 years I've been in business, I'v
never worked with a subcontractor wher
Pve had that happen,” Olenicoff says. o
Rhodes conduct. ’
In September of this year, the cas
was finally set for trial, but Rhodes calle
Fetcilel s chortl
ments. They emerge
with a settlenient in a matter of minutes.
“Under -the terms of . the settlemen
Olenicoff cannot discuss its specifics, bu
he says it was “very favorably disposed o
‘Rhodes suggests he didn’t know anythin
about it and blames the people that repor
1o him. We were more than prepared t6 g
to trial and prove that was not the case. If
had no merit, it would not have been settle
He dragged it outas long as he could”
‘Rhodes’ . personal demieanor can be
“abrasive as well. He is brusque, almos
condescending i person” and present
himself “as ‘the antithesis” of ~the slic
developer. He regularly conducts meetings
with tens’ of millions of dollars at stak
.-dressedinijeans and sneakers. Some see'h
- behavior as roguishly charming, others a5
. offensive. “He has no class, no poise,” say
Richa:d Gordon, who worked for and with
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Rhodes for two years in various capacities,
incuding -as a host at Rhodes Rdnch Golf
. Course and as .a Broker for the sile of a-{

,palm tree farm that he says he zmd Rhodcs:

‘embezzling money -from . the compahy'r

and. that he recenily filed a counterclaim

to (Jordons hwsmt dsserting so. Generallv

».Rhodes chooses 16 )ust NGt ‘comment on
_ 'sﬁch matters. How:ver, Gordon, a former
1. casino - executive’ ‘who -bought Southern

: and Spmts from Steve Wynn in 1973
“and later sold it himself, says the"Olen case
and his own reveal Rhodes’ modiis operanch R

f\hodeﬁ is ik cnme———he doesn t pw

WSy 5. and thexr sheer

tenor- of gh_c‘j )

: number that makes them unusual Becduse

‘ not’ esienipt fro

“rongce again, oneway er.another. &

he ‘operates under: & v*met\, of corp
entmes it is chfﬁcult to ldennf‘) all of: tf

the‘ last 113 yea

urrently ahgned abamst Rhodes on B
Dlamond Hill:
“I've already got more maney th.m

could evcrispend, he says. “If it was about
cmoney;. | Tswouldn't be here..1t’s about pa
ion. T don’t see chalfenges: up there. I see

wondcrful oppormmues
Opportumms to prove everyone.w ton
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" Rhodes settles federal case

Developer made illegal donations

By MOLLY BALL
REVIEW-JOURNAL

Las Vegas developer Jim Rhodes has admitted he illegally funneled contributions to two Democratic
candidates through his employees and has paid nearly $15 0,000 in fines. :

Rhodes and two of l'llS executlves admlttecl to Vrolatmo the Federal Election Campargn Act as part of the
: settlement : o :

The Federal Election Commission on Thursday announced the result of its investigation into the 2002
- contributions to eongressronal candldate and then County Comrmssroner Darlo Herrera and U S. Sen‘ y
Harry Rerd ,, S SRS e e

Rhodes gave $27,000 to Herrera and $10 000 to Reid through 14 employees of hrs companies and two
of the employees spouses. Herrera and Reid must give those amounts to the federal treasury

The federal investigation was based ona complamt filed in 2002 by the Natronal Republican
Congressional Committee. Rhodes' donations to Herrera and Reid exceeded contribution limits; he tried"
to disguise the exeess “contributions by gwmg company: money to hlS employees to grve to the
candidates. : , :

“Rhodes broke the law in three ways. He donated more than is allowed under federal law. In addition,
corporations cannot give money to candidates, and individuals cannot give in the name of others. Under
federal law at the time, individual contributions to a candrdate were llmlted to $1, OOO in the prrmary and
§1, OOO in the general election. ~ ‘

- Herrera and Reid were oleared by the probe, the FEC sa1d

"The mvestrgatron concludcd that the recipients of the eontnbutrons were not aware of the aotual source :

ot LllC ruuGS the fedu ai eO“ll‘ﬂloSrOn S statmuelﬁ sa1



reviewjournal.com -- News - Rhodes settles federal case | L Page 2 of 3

Reid will give the money to the government as ordered, said a spokesman, Jim Manley.

"As the FEC has stated, at the time the contributions were received the recipients had no reason to
believe they were improper,” Manley said.

However, when asked whether Reid knew the contributions came from a common source when he
accepted them, Manley said, "I don't know the answer to that !

- The donations to Reid apparently were not part of the scope of the original complaint, which was filed
against Herrera's campaign. Reid was not up for re-election in 2002, but members of Congress
constantly collect funds for their war chests

Herrera, who has been indicted in federal court for allegedly taking bribes while a commissioner, said
Thursday that he "absolutely" had not known the source of the contributions. He referred further
questions to a Washington lawyer, who could not be reached Thursday.

The two Rhodes executives, Nadine Giudicessi and James A. Bevan, are each being fined $5,500.
Giudicessi was the controller of Rhodes Design and Development Corp. at the time, and Bevan was the
company's chief financial officer. They solicited contributions from, some of the 14 employees on
Rhodes' orders, according to the FEC.

Rhodes paid the $148, OOO fine in September said his attorney, Richard Wright Giudicessi and Bevan -
no longer work for Rhodes Wright said.

"This complaint has been pending for nearly four years," Wright said in a staternent "We have satisfied

every provision of the settlement This matter is now behmd us, and we are glad to have the issue finally
resolved.” ~ : :

A spokeswoman for Rhodes said he was not available to answer questions.

. The Reonblicans ber‘arne suspimnnq of Herrera's finances, hecause four of the donors “who, mc]uded a,
payroll clerk and a human resources manager were not regrstered 1o vote and 10 had no voting record

In 2002, Herrera ran unsuccessfull‘y again_st Republican Rep. Jon Porter.

Craig Walton, preSident of the Nevada Center for Public Ethics, said people contribute to politicians to

buy access and favorable treatment. If they contribute a lot, they want the candidate to know so that they

can get something in return.

It's conceivable but not likely, that a candidate wouldn't know the real source of a bunch of drsgursed
contributions, Walton said :

"You'd think the candidates would actually be told the exact details," he said. "This is the -
commercialization of access, and it's making people sick all over the United States."”

The "bundhnc of contributions s a common practrce especrally for candidates for state ofﬁce where it
is legal, Walton added :

"It's not Repubiican or Democrat, it's everyone," he said. -

e
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It hurts the public, he said, because it gives the wealthy access to public officials that Cthers don’t have.

Herrera and fellow former Commissioner Mary Kincaid- Chauncey go on trlal in Las Vegas next week
on federal charges that they accepted bribes.

Last July, former Commissioner Lance Malone was convicted of wire fraud and extortion for giving
money to San Diego. officials on behalf of Las Vegas strip club owner Michael Galardi to get the
officials to change a city ordlnance

Malone, Herrera and Kincaid-Chauncey face similar charges in Las Vegas while Galardi and former
Commrssroner Erin Kenny pleaded gurlty and cooperated with federal prosecutors. '

Find this article at:
http://iwww.reviewjournal.com/Ivri_home/2006/Mar-10-Fri-2006/news/6290277. ‘html




