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EXECUTIVE SUMMARY
DOUBLE DIAMOND UTILITIES, INC.
DOCKET NO. WS-20543A-07-0435

On July 23, 2007, Double Diamond Utilities, Inc. (“Double Diamond”, “Applicant” or
“Company”) filed an application with the Arizona Corporation Commission (“ACC” or
“Commission”) for a Certificate of Convenience and Necessity (“CC&N”) to provide water and
wastewater services to a master-planned community in Mohave County, Arizona. The Company
seeks approval to provide water and wastewater treatment service to the initial phase consisting
of a one square-mile, or 640 acre, area of The Ranch at White Hills development north of
Kingman, Mohave County, Arizona. The Ranch at White Hills will ultimately encompass
approximately 25,167 acres of privately owned lands in and around the White Hills area of
Mohave County, located approximately 40 miles northwest of Kingman, on the east side of U.S.
Highway 93.

Staff concludes that the costs of the proposed water and wastewater systems are
reasonable and that the systems will provide adequate capacity to serve the proposed CC&N
area.

Based on water quality test results, the arsenic levels from the well sources for The Ranch
at White Hills development have been reported at 1.6 parts per billion (“ppb”) which is within
the new arsenic standard.

The proposed CC&N is not located in an Active Management Area (“AMA”) and as such
will not be subject to any AMA reporting and conservation requirements.

For the water division, Staff’s recommended rates are based on the divisions’ five-year
projections, as adjusted by Staff. Staff’s recommended projected revenue of $1,681,402 would
generate operating income of $554,305 resulting in an 8.00 percent rate of return on a Staff
adjusted original cost rate base (“OCRB”) of $6,928,816.

For the wastewater division, Staff’s recommended rates are based on the divisions’ five-
year projections, as adjusted by Staff. Staff’s recommended projected revenue of $2,454,480
would generate operating income of $878,006 resulting in an 8.00 percent rate of return on a
Staff adjusted OCRB of $10,975,072.

The typical bill for a residential customer using an estimated average of 7,500 gallons
under the Company’s recommended rates would be $49.50. Under Staff’s recommended rates,
the typical bill would be $69.67.

The wastewater rates requested by the Company are a fixed flat monthly fee of $70.00.
Staff’s recommended flat monthly fee is $97.59.



STAFF RECOMMENDATIONS

Staff recommends the Commission approve the Double Diamond application for a
CC&N for the initial phase consisting of a one square-mile, or 640 acre, area of The Ranch at
White Hills development north of Kingman, Mohave County, Arizona, to provide water and
wastewater services, subject to the following conditions:

1.

10.

That the Company obtain Staff’s recommendation of having no more than 30
percent of AIAC and/or CIAC in its capital structure by the end of the fifth year of
operation.

That the Commission finds that the fair value rate base of Double Diamond’s
property devoted to water service to be $6,928,816 and for wastewater service to be
$10,975,072 for setting initial rates.

That Staff’s recommended rates and charges as shown in Schedules CSB-W5 and
CSB-WWS5 in the Finance and Regulatory Analysis (“FRA”) Report be approved.
In addition to collection of its regular rates, Double Diamond may collect from its
customers a proportionate share of any privilege, sales or use tax.

That Double Diamond be required 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 Double Diamond file a rate case in its sixth year of operations, using the fifth
year as the test year.

That Double Diamond be required to file notification with Docket Control, as a
compliance item in this docket, within 15 days of providing service to its first
customer.

That Double Diamond be required to maintain its books and records in accordance
with the NARUC Uniform System of Accounts for Water and Wastewater Utilities.

That Double Diamond be required to adopt Staff’s water and wastewater
depreciation rates and to use these rates by individual NARUC category as
delineated in Tables A and C, respectively, of Staff’s Engineering Report.

That Double Diamond’s charge for minimum deposit be as prescribed in A.A.C.
R14-2-403(B)(7).

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, copies of the water division’s Approval to Construct (“ATC”)
for Phase 1 of the initial phase of The Ranch at White Hills project when received
by the Company, but no later than two years after the effective date of the order
granting the CC&N.
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11.

12.

13.

14.

15.

16.

17.

18.

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, a copy of the 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 30 days after
issuance by ADWR.

That Double Diamond file with Docket Control, as a compliance item in this
docket, copies of the General Permits for Phase 1 of the initial phase of the
wastewater plant for The Ranch at White Hills when received by the Company, but
not later than two years afier the effective date of the order granting the application.

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, a copy of the Aquifer Protection Permit (“APP”) for the
wastewater division within two years after the effective date of the order granting
this application.

That Staff’s service line and meter installation charges be approved as shown in
Table B of the Engineering Report with separate installation charges for the service
line and meter installations.

That Double Diamond be required to file with Docket Control, as a compliance
item, for review and approval by the Director of the Utilities Division, a curtailment
tariff within 45 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 (http://www.azcc.gov/divisions/
utilities/water/forms.asp) or available upon request from Commission Staff.

That Double Diamond be required 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 45 days of the decision in this matter. The tariff shall
generally conform to the sample tariff found posted on the Commission’s web site
(http://www.azcc.gov/divisions/utilities/water/forms.asp) or available upon request
from Commission Staff.

That the Company be required to retain a certified operator and file notification of
that entity’s name and qualifications, as a compliance item in this docket, by
December 31, 2008.

That Double Diamond be required to obtain a performance bond or irrevocable
letter of credit of $250,000 by December 31, 2008 and file evidence of such bond or
irrevocable letter of credit in Docket Control as a compliance item in this docket.

Staff further recommends that the Commission’s Decision granting the requested CC&N
to Double Diamond be considered null and void should Double Diamond fail to meet Conditions
Nos. 10, 11, 12, 13, 15, 16, 17, and 18 listed above within the timeframe specified.

i1
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Introduction

On July 23, 2007, Double Diamond Utilities, Inc. (“Double Diamond”, “Applicant” or
“Company”) filed an application with the Arizona Corporation Commission (“ACC” or
“Commission”) for a Certificate of Convenience and Necessity (“CC&N”) to provide water and
wastewater services to a master-planned community in Mohave County, Arizona. The Company
seeks approval to provide water and wastewater treatment service to the initial phase consisting
of a one square-mile or 640 acre area of The Ranch at White Hills development northwest of
Kingman, Mohave County, Arizona.

On August 20, 2007, the ACC Utilities Division (“Staff”) filed an Insufficiency Letter
indicating that the Company’s application did not meet the sufficiency requirements of Arizona
Administrative Code (“A.A.C.”) R14-2-402. A copy of the Insufficiency Letter was sent to the
Company via U. S. certified mail. In that letter, Staff listed the deficiencies to be cured for
administrative purposes.

On August 27, 2007, the Company filed its response to Staff’s Insufficiency Letter and
provided additional documentation to support its application. On September 6, 2007, Staff filed
a Sufficiency Letter indicating that the application had met the sufficiency requirements of
AAC.

On September 5, 2007, Staff issued its First Set of Data Requests to the Company, and
Staff’s Second Set of Data Requests was issued to the Company on September 24, 2007.

The Company’s responses to the First and Second Set of Data Requests were provided to
Staff on October 4, and October 12, 2007.

On September 11, 2007, the Procedural Order was issued setting the matter for hearing.
The Procedural Order was subsequently amended on October 1, 2007.

Background

Double Diamond is a an Arizona corporation in good standing with the Commission’s
Corporations Division formed to provide water and wastewater services to all of the residences
and businesses at The Ranch at White Hills development north of Kingman, Mohave County,
Arizona. The Ranch at White Hills will ultimately encompass approximately 25,167 acres of
privately owned lands in and around the White Hills area of Mohave County, located
approximately 40 miles northwest of Kingman, on the east side of U.S. Highway 93.

Double Diamond seeks a CC&N to provide water and wastewater services to the initial
phase of The Ranch at While Hills. The initial phase covers one section of land (640 acres), with
current site plans for approximately 1,800 single family units, 700 multi-family units, a school
site (approximately 20 acres), approximately 80 acres of commercial development and two
community parks. The Company is projecting to serve no customers in the first year and 2,000
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customers by the end of the fifth year. The first homes in the initial phase of the development
are planned to be completed and require water and wastewater service in the first quarter of
2009. According to the Applicant, the initial phase of the development is located within a single
groundwater basin and will be served by integrated water, wastewater and reclaimed water
facilities.

Double Diamond retained Stantec Engineering to design the backbone water production
and distribution facilities and the backbone wastewater collection and treatment facilities, and
the reclaimed water mains for the development. The Company maintains that Stantec is a
national engineering and consulting firm that provides professional design and consulting
services in planning, engineering, architecture, surveying, economics, and project management,
including water and wastewater projects.

Double Diamond is requesting to serve Section 31 of Township 28 North, Range 19
West. Exhibit 1 is the legal description and map of the proposed service area.

Request for Service

The request for water and wastewater service from Arizona Acreage, LLC, who is the
owner of record of the section of land that is covered by the requested CC&N, is provided as
Exhibit 2. Leonard and Susan Mardian, through their holding companies described later in this
Report, own the land that comprises The Ranch at White Hills. The Mardian’s indicate that they
have owned property for The Ranch at White Hills development for over six years and have been
in the process of planning the development for over five years. Currently, there are no
certificated water and wastewater providers contiguous to The Ranch at White Hills.

Overview of The Ranch at White Hills

As the developers of The Ranch at White Hills and the owners of Double Diamond,
Leonard and Susan Mardian maintain they are able to craft an environmentally conscientious
community that focuses on water conservation and preservation of the natural beauty of the area.
An area plan for The Ranch at White Hills setting forth the details of the development has been
approved by Mohave County and was included as part of the Company’s CC&N application.
Double Diamond has also been issued franchises by Mohave County for both water and
wastewater service. At build out, The Ranch at White Hills development is planned for 20,500
single family units and 4,500 multi-family units, as well as schools, public facility sites, open
space areas and commercial development.

It is also planned that the community park areas and common landscape areas will be
designed to minimize water consumption and eventually, after there are sufficient residents in the
area, will utilize reclaimed water from the community wastewater treatment facilities for
irrigation and watering purposes. As part of the utility infrastructure, reclaimed water mains are
planned to extend along segments of the roadway to ensure that reclaimed water will be available
for irrigation of parks and common landscaping.
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The Proposed Water System

Staff’s Engineering Report which is attached as Exhibit 3 describes the proposed water
and wastewater plant. For this one square-mile area, the Company is proposing to construct five
wells (totaling 890 gallons per minute (“GPM”)), 1.5 million gallons of storage, booster systems
and approximately 112,000 lineal feet of transmission and distribution mains at a total projected
cost of $11.26 million.

Cost Analysis

The Company submitted an estimated total water plant-in-service spreadsheet for the first
five years by the National Association of Regulatory Utility Commissioners (“NARUC”) plant
account:

Year 1: $3,064,890
Year 2: $4,562,490
Year 3: $7,177,050
Year 4: $9,814,770
Year 5: $11,255,140

Staff has reviewed the proposed total water 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 water plant-in-
service was made, and no conclusions should be inferred for rate making or rate base purposes in
the future.

The Proposed Wastewater System

Staff’s Engineering Report describes that for the one square-mile area, the Company will
be phasing in its wastewater treatment facility (“WWTF”) by constructing an initial phase of 0.3
million gallon per day (“MGD”) and phasing in facilities up to 1.5 MGD by the end of the fifth
year. The 1.5 MGD WWTF and approximately 98,600 lineal feet of collection system have a
total projected cost of $17.73 million.

A reclaimed water system is also being proposed that will consist of pump station/storage

sites and approximately 25,000 lineal feet of force mains at an estimated cost of $2.6 million for
irrigational use on roadway landscaping, schools, parks and entrance features.

Cost Analysis

The Company submitted an estimated total wastewater plant-in-service spreadsheet for
the first five years by the NARUC plant account:
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Year 1: $5,881,300
Year 2: $8,076,580
Year 3: $14,586,260
Year 4: $16,085,100
Year 5: $17,733,940

Staff has reviewed the proposed total wastewater 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 Department of Environmental Quality (“ADEQ”) Compliance - Water

Approval to Construct

The Company has not received its ADEQ Certificate of Approval to Construct (“ATC”)
for construction of the facilities. Staff recommends that the Company file with Docket Control,
as a compliance item in this docket, copies of the ATC for the initial phase of Phase 1 of The
Ranch at White Hills development when received by the Company, but no later than two years
after the effective date of the order granting the CC&N.

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 January 23, 2006.

Based on water quality test results, the arsenic levels from the well sources for The Ranch
at White Hills development have been reported at 1.6 ppb which is within the new arsenic
standard.

Arizona Department of Environmental Quality Compliance - Wastewater

General Permit

The Company has not received its ADEQ General Permit for construction of the
wastewater facilities. Staff recommends that the Company file with Docket Control, as a
compliance item in this docket, copies of the General Permit for the initial phase of Phase 1 of
The Ranch at White Hills development when received by the Company, but no later than two
years after the effective date of the order granting the CC&N.
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Aquifer Protection Permit

Since an Aquifer Protection Permit (“APP”) represents fundamental authority for the
designation of a wastewater service area and a wastewater provider, Staff recommends that the
Company file with Docket Control, as a compliance item in this docket, a copy of the APP
within two years after the effective date of the order granting the CC&N.

Arizona Department of Water Resources (“ADWR?”) Compliance - Water

Compliance Status

There is no ADWR compliance status to report at this time. The proposed CC&N is not
located in an Active Management Area (“AMA”) and as such will not be subject to any AMA
reporting and conservation requirements.

Analysis of Adequate Water Supply

On April 11, 2006, ADWR issued an Analysis of Adequate Water Supply letter finding
that 7,573 acre-feet per year of groundwater and 2,734 acre-feet per year of treated effluent
projected at build-out will be physically available for The Ranch at White Hills. This combined
10,307 acre-feet is more than the Company’s projected build-out demands for the development
of 7,976 acre-feet per year for approximately 25,000 dwelling units.

Staff recommends that the Company file with Docket Control, as a compliance item in
this docket, a copy of the ADWR Water Adequacy Report (Letter of Adequate Water Supply) for
each individual subdivision in the requested area, when received by the Company, but no later
than 30 days after issuance from ADWR.

Aquifer Study

Staff contacted the United States Geological Survey (“USGS™), Arizona Geological
Survey and ADWR requesting if any groundwater aquifer studies have been conducted for
Mohave County. All three indicated no studies were conducted. However, ADWR and USGS
have initiated studies in the northern Mohave County area and the final report is expected to be
completed within three years.

Water Depreciation Rates

The Company has adopted Staff’s typical 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 Table A attached to Staff’s
Engineering Report .
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Wastewater Depreciation Rates

The Company has submitted depreciation rates similar to Staff’s typical and customary
Wastewater Depreciation Rates. After further review of the Company’s proposed rates, Staff
recommends that the Company adopt Staff’s wastewater depreciation rates and use these rates by
individual NARUC category as delineated in Table C attached to Staff’s Engineering Report.

Wastewater Capacity Hook-Up Fee

The Company has proposed to implement a Capacity Hook-up Fee of $1,500 per service
lateral for its wastewater division. Because a new wastewater CC&N is being established, Staff
recommends that the Company’s request to implement a Capacity Hook-Up Fee for its
wastewater division be denied.

Rate Base and Rate of Return Summary - Water and Wastewater

Attached as Exhibit 4 is the Finance and Regulatory Analysis (“FRA”) Report wherein
the estimates of five year revenues, expenses, plant and financing are discussed. The Schedules
in the Staff’s FRA Report support the analysis and adjustments discussed below

For the water division, Staff’s recommended rates are based on the divisions’ five-year
projections, as adjusted by Staff. Staff’s recommended projected revenue of $1,681,402 would
generate operating income of $554,305 resulting in an 8.00 percent rate of return on a Staff
adjusted original cost rate base (“OCRB”) of $6,928,816.

For the wastewater division, Staff’s recommended rates are based on the divisions’ five-
year projections, as adjusted by Staff. Staff’s recommended projected revenue of $2,454,480
would generate operating income of $878,006 resulting in an 8.00 percent rate of return on a
Staff adjusted OCRB of $10,975,072. ‘

Projected Fair Value Rate Base (“FVRB”) - Water and Wastewater

Consistent with Commission rules, the Company’s filing included the required five-year
projections for plant values, operating revenues, operating expenses, and number of customers
for both the water and wastewater divisions. Projections and assumptions are necessary to
establish a FVRB and initial rates because historical operating data does not exist. Since this is a
new CC&N, Staff evaluated the projected OCRB as the FVRB.

Staff’s recommended changes to the water division’s capital structure reduced the water
division’s advances in aid of construction (“AIAC”) while increasing the paid-in-capital.

Staff’s recommended changes to the wastewater division’s capital structure reduced the
wastewater division’s contributions in aid of construction (“CIAC”) while increasing paid-in-
capital. Since the reduction of CIAC also reduced the amortization of the CIAC, the
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depreciation expense was increased resulting in an increase to property taxes and a decrease to
income taxes. Further, the decrease in CIAC increased the wastewater division’s rate base.

The Company provided schedules showing the elements of the projected OCRB. Staff
evaluated the projected OCRB as the FVRB. Staff determined the FVRB for the water plant to
be $6,928,816. Staff determined the FVRB for the wastewater plant to be $10,975,072.

Projected Plant in Service

The water and wastewater divisions’ projected plant in service balances are shown by
year. In the fifth year, the Company anticipates an $11,255,140 and a $17,733,940 plant in
service balance for the water and wastewater divisions, respectively. For the water division,
Staff reclassified $192,000 in plant identified as “booster stations and equipment” to the
“pumping equipment” account. Staff made no changes to the total amount of projected plant in
service for either division.

Accumulated Depreciation

The water division’s projected accumulated depreciation balance 1s also shown by year.
In the fifth year, the Company anticipates a $565,547 accumulated depreciation balance. Staff
increased the fifth year accumulated depreciation by $488,970 from $565,547 to $1,014,517 to
reflect Staff’s calculation of accumulated depreciation using Staff’s recommended depreciation
rates. Staff’s calculation also removes the Company’s proposal to remove depreciation expense
on plant purchased or constructed with AIAC as the proposed treatment was not consistent with
the NARUC Uniform System of Accounts (“USOA”).

The wastewater division’s projected accumulated depreciation balance is shown by year.
Staff increased the fifth year accumulated depreciation by $56,522 from $1,885,365 to
$1,941,887 to reflect Staff’s calculation of accumulated depreciation using Staff’s recommended
depreciation rates.

Projected Advances In Aid of Construction

The Company projects that the water division’s net cumulative balance for advances
obtained from developers will be $5,342,005 in year five. Additionally, the Company projects
that the net cumulative balances for service line and meter advances obtained from customers
will be $748,000 in year five, for a total AIAC balance of $6,090,005. Staff decreased AIAC by
$2,829,198, from $6,090,005 to $3,260,807 to reflect Staff’s recommendation that AIAC, on
average, should be no more than 30 percent of capital structure as discussed in the “Capital
Structure and Financial Soundness” section of this memorandum.

The Company made no projections of AIAC for the wastewater division.
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Projected Contributions In Aid of Construction

The Company projects that the wastewater division will have the following treatment
capacity (i.e., hook-up fee) balances for the first through the fifth year respectively: $3,660,000,
$1,957,500, $4,005,000, $2,002,500, and $0. Staff recommends elimination of the Company
proposed hook up fee as discussed in the “Rate Design” section of this Report. Staff’s analysis
focuses on the fifth year. Since the fifth year balance was $0, Staff made no adjustment to the
hook-up fee balance.

The Company projects that the Net Other Contributions (i.e., contributions excluding
hook-up fees) will be $8,275,231 in year five. Staff decreased CIAC by $3,528,250, from
$8,275,231 to $4,746,981 to reflect Staff’s recommendation that CIAC, on average, should be no
more than 30 percent of capital structure as discussed in the “Capital Structure and Financial
Soundness” section of this Report.

The Company made no projections of CIAC for the water division.
Projected Operating Income

The Company provided projected revenues and expenses for five years. Staff’s analysis,
while taking into account all of the years presented, is concentrated on the fifth year of operation

when profitability is expected.

Projected Operating Revenues, Water Division

For the water division, Staff recommends total operating revenue of $1,681,402, an
increase of $439,580, or 35.40 percent above the Company’s projected fifth year revenue of
$1,089,572. Staff’s recommended revenue provides operating income of $554,305 for an 8.00
percent rate of return on a projected OCRB of $6,928,816.

Staff’s revenue requirement increase is primarily driven by Staff’s recommended increase
to depreciation expense. Staff’s depreciation expense calculation does not recognize the
Company’s proposal to remove depreciation expense on plant purchased or constructed with
AIAC as this treatment is not consistent with the NARUC USOA.

Staff annualized revenues to reflect the 2,000 customers projected at the end of the fifth
year. The annualization added $152,250.

Projected Operating Revenues, Wastewater Division

For the wastewater division, Staff recommends total operating revenue of $2,454,480, an
increase of $662,177, or 36.95 percent above the Staff adjusted fifth year revenue of $1,792,303.
Staff’s recommended revenue provides operating income of $878,006 for an 8.00 percent rate of
return on a projected OCRB of $10,975,072.
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Staff’s revenue requirement increase is primarily driven by Staff’s recommended rate of
return. The Company proposed a 4.29 percent rate of return, Staff reccommended an 8.00 percent
rate of return. Staff’s recommended rate of return is fair and reasonable and will help to mitigate
steep increases in rates due to artificially low initial rates.

Staff annualized revenues to reflect the 2,000 customers projected at the end of the fifth
year. The annualization added $213,750.

Staff added $101,053 to the wastewater division’s revenue to reflect effluent sales. Page
4.2 of the Stantec report', shows that the anticipated total daily demand in the fifth year for
effluent is 92,286 gpd. Staff calculated the annual gallons by multiplying the daily amount by
365 days per year and dividing by 1,000 gallons. The resulting number was multiplied by the
Company’s proposed $3.00 rate for effluent (which Staff notes is lower than Staff’s first tier of
the potable water rate, $4.23).

Projected Operating Expenses, Water Division

For the water division, Staff added $8,310 to annualize purchased pumping power
expense. Staff noted that the Company’s customer count increase of 500 customers from the
fourth year to the fifth year was accompanied by a $16,619 increase in purchased pumping
power (from $51,340 to $67,959) over the same period. Since Staff added half of the 500
customers (i.e. 250), Staff added a corresponding half of the $16,619 (i.e. $8,310) to the fifth
year purchased pumping power expense.

Further, Staff added $6,000 to the outside services, billing and customer services
expense. Staff calculated the amount as follows: $2 monthly meter reading and billing rate x 250
additional customers x 12 months = $6,000.

For the water division, Staff increased depreciation expense by $193,898, from $197,083
to $390,981 to remove the Company’s adjustment to reduce depreciation expense on AIAC
plant. The Company’s adjustment is not consistent with the NARUC USOA recognized
ratemaking treatment. Also, Staff’s calculation provides a full year of depreciation expense on
all plant projected to be in service at the end of the fifth year. The changes to depreciation
expense increased property taxes by $13,867, from $29,418 to $43,285 and decreased income
taxes by $26,951 from $207,705 to $180,754.

Projected Operating Expenses, Wastewater Division

For the wastewater division, Staff added $7,250 to annualize purchased pumping power
expense. Staff noted that the Company’s customer count increase of 500 customers from the
fourth year to the fifth year was accompanied by a $14,500 increase in purchased pumping

! The report is entitled "Section 31 of the Ranch at White Hills CC&N Technical Support Water Wastewater, and
Reclaimed Water"
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power (from $53,350 to $67,850) over the same period. Since Staff added half of the 500
customers (i.e. 250), Staff added a corresponding half of the $14,500 (i.e. $7,250) to the fifth
year purchased pumping power expense.

Further, Staff added $3,000 to the outside services, billing and customer services
expense. Staff calculated the amount as follows: $1 monthly meter reading and billing rate x 250
additional customers x 12 months = $3,000.

Staff increased depreciation expense by $55,518 from $398,027 to $453,545 to reflect
Staff’s recommended depreciation rates, to provide a full year of depreciation expense on all
plant projected to be in service at the end of the fifth year, and to reduce the amount of
amortization of CIAC as a result of Staff’s recommendation to reduce CIAC balance to no more
than 30 percent of capital structure. The changes to depreciation expense increased property
taxes by $22,579, from $39,893 to $62,472 and increased income taxes by $87,409 from
$211,913 to $299,322.

Capital Structure and Financial Soundness - Water and Wastewater p

Undercapitalized investor owned utilities may result in rate bases that are too small to
generate enough revenue to pay for operating expenses and fund capital improvements without
steep increases in customer rates. Consequently, Staff has determined that a financially sound
utility company, on average, should have no more than 30 percent AIAC and/or CIAC in its
capital structure.

For Double Diamond, developer provided capital (advances and contributions) for the
water and wastewater operations is estimated to comprise 56.03 percent and 52.30 percent,
respectively, of each division’s capital structure. Due to the discussion and determination above,
Staff recommends 30.00 percent AIAC/CIAC and 70.00 percent equity structure for each of the
water and wastewater division by the end of the fifth year of operation. Staff also recommends
denial of the requested hook-up fee by the Company consistent with Staff’s normal practice for
new CC&N’s and the above capital structure discussion.

Rate Design

A complete list of the Company’s proposed, and Staff’s recommended rates and charges
are reflected in schedules attached to Staff’s FRA Report . The water and wastewater division’s
projected revenue is derived primarily from the residential customer class.

To promote efficient use of water, Staff has recommended an inverted three-tiered rate
structure for the commodity charges. The water division has submitted a three-tier design. Staff
removed the first tier for all meter sizes except the ¥-inch (residential) class and increased the
commodity rates in order to generate Staff’s recommended revenue.
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Staff added a 5/8-inch x %-inch meter to provide the Company with the ability to serve
customers who may request that meter size. The Company anticipates that residential customers
will compose the majority of its total customers. The Company proposes a ¥-inch meter for the
residential class and is designing and building its water system to meet the water usage demands
for those customers. The water usage demand costs for a %-inch meter are higher than those of a
5/8-inch x ¥-inch meter. Therefore, to ensure that the Company recovers the costs associated
with designing and building its system to meet the demands of its largest customer class (i.e., the
Y%-inch meter residential customer), Staff set the 5/8-inch x %-inch meter rate the same as that of
the %-inch meter.

Additionally, Staff’s monthly customer charge recommendations utilize the NARUC
recommended multipliers to establish the monthly customer charges for each meter size.

The Company proposed to add a construction water rate of $5.00 per 1,000 gallons. Staff
recommends a $6.50 rate which is consistent with Staff’s third tier range.

The typical bill for a residential customer using an estimated average of 7,500 gallons
under the Company’s recommended rates would be $49.50. Under Staff’s recommended rates,
the typical bill would be increased to $69.67.

The wastewater rates requested by the wastewater division are a fixed flat monthly fee of
$70.00. Staff increased the flat monthly fee to $97.59 in order to generate Staff’s recommended
revenue requirement.

Service Charges

Service Line and Meter Installation Charges

The Company’s proposed service line and meter installation charges are somewhat
similar to Staff’s customary range of charges. As a result, Staff will recommend its lower end of
its customary range of charges. Since the Company may at times install meters on existing
service lines, it would be appropriate for some customers to only be charged for the meter
installation. Therefore, Staff recommends approval of its charges as shown in Table B of Staff’s
Engineering Report, with separate installation charges for service line and meter installations.

Service Charges

Staff reviewed the Company’s proposed service charges and recommends adoption.

Curtailment Tariff

A curtailment tariff is an effective tool to allow a water company to manage its resources
during periods of water shortages. The Company did not include a curtailment tariff in its
application. Staff recommends that the Company file a curtailment no later than forty-five (45)
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days after the effective date of the final Decision and Order in this matter. The tariff shall be
filed with Docket Control as a compliance item under this same docket number for Staff’s
review and certification.

Staff further recommends that the tariff generally conform to the sample tariff found on
the Commission’s web site at http://www.azcc.gov/divisions/utilities/water/forms.asp.  Staff
recognizes that the Company may need to make minor modifications according to their specific
management, operational, and design requirements as necessary and appropriate.

Ownership and Management Capability

Leonard and Susan Mardian (husband and wife) are the sole shareholders of Double
Diamond. The applicant asserts that Mr. Mardian has been involved in the development business
for 50 years and that the combined holdings, assets and development experience of the
applicant’s ownership were sufficient to meet the short- and long-term obligations of the
Applicant to serve The Ranch at White Hills development. The Applicant also indicates that the
Mardian’s have substantial financial resources to support the Applicant; have the ability to obtain
financing for construction and operations; and have real estate holdings of over 45,000 acres of
land in Mohave County. In response to Staff’s inquiry regarding such holdings, the Applicant
advised that the Mardian’s owned 14 Nevada corporations and limited liability corporations that
had real property in Arizona and were engaged in land investment and development, three of
which are involved in The Ranch at White Hills development. These include Arizona Acreage,
LLC, which is the entity that owns the 640 acre section that is the subject of this CC&N
application; and Big Ranch, Inc. and Gold Basin, Inc., each of which own 50 percent of Arizona
Acreage, LLC . Big Ranch, Inc. and Gold Basin, Inc. are owned by Leonard Mardian (45
percent), Susan Mardian (45 percent), and Lori Mardian (10 percent).

The Applicant also indicates that the Mardian’s own additional successful development
projects in Nevada including a Holiday Inn Express in Las Vegas; the Milano Residences, a 100
unit condominium building in Las Vegas; the Blackjack Lodge Restaurant and Tavern; Hurrican
Tavern; and two Storage One Self Storage facilities. The Mardian’s also have extensive real
estate holdings in Nevada, including an executive commercial office building in Las Vegas.

The current Officers of the Applicant are: Leonard Mardian, President; Susan Mardian,
Vice President, Secretary and Treasurer; and Kathy Tackett-Hicks, Vice President, Operations.
The current Directors of the Applicant are Leonard Mardian and Susan Mardian. In response to
Staff’s data request regarding resumes of Double Diamond’s owners, the “Resume of Leonard
and Susan Mardian” is provided as Exhibit 5.

The Applicant indicates that the above-referenced management team has extensive
development projects in Nevada and California, including a Wal-Mart and Sam’s Club,
commercial shopping centers, hotels, restaurants, several self storage facilities and apartment
complexes. In connection with these developments, the Mardian’s state they have overseen the
design and construction of offsite and onsite utility lines, extensions and connections.
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Additionally, the Company maintains that as a long-time resident of Mohave County,
Ms. Tackett-Hicks: (1) has extensive and substantial experience in developing, permitting,
financing and constructing projects; and (2) has specialized in delivering highly complex land
development services for utility regulatory compliance, land planning, strategies and
construction management services for the past ten years.

In response to Staff’s data request involving whether the Applicant and/or any of its
respective affiliated/associated entities had been accused of or convicted of violating local, State,
or Federal laws, rules, regulations, etc., the Applicant indicated that there was a single instance,
whereby affiliated entities of Double Diamond Utilities, Inc. had worked with and successfully
resolved issues with the Arizona Department of Real Estate. The Applicant provided the fully
approved/authorized consent decree addressing and resolving all the outstanding issues. The
affiliated entities identified in the consent decree included Gateway Lots, LLC and Flannery &
Allen, LLC., and both are Nevada limited liability companies that are in Good Standing with the
Corporations Division of the ACC. The violations referenced in the Consent Order involved
offering, selling, or transferring lots without notifying the Department of Real Estate of the
intention to offer or sell lots and without a public report. The Applicant’s response to Staff’s
data request, including the Consent Order is attached as Exhibit 6. Staff has talked to
Department of Real Estate Staff, and there have been no further violations relating to or
involving Double Diamond or its affiliates.

While Staff was conducting its research on the Applicant and its owners, Staff Jocated a
newspaper article published by the Las Vegas Sun on September 22, 2006, that questioned
financial links between former Clark County Commissioner Lynette Boggs- McDonald and
developer Susan Mardian relating to a personal property loan and failure of Commissioner
Boggs-McDonald to report such and the Commissioner’s voting record on zoning issues
involving Susan Mardian. Lynette Boggs-McDonald was later formally charged with four
felonies in a Grand Jury Indictment filed in Las Vegas Justice Court on August 29, 2007. The
charges were unrelated to the issues discussed in the above-referenced article. During its
research, Staff did not find any past or pending litigation against either Leonard or Susan
Mardian associated with the actions questioned in the newspaper article.

In response to Staff’s inquiry regarding any mechanics, tax, or other liens against officers
and/or directors of Double Diamond and affiliated/associated entities, the owners of Double
Diamond revealed that some of their Nevada properties had liens filed against them, many of
which had been released and some of which were disputed. From Staff’s review of the
information provided, most of the liens appeared to be associated with subcontractors’ work on
hotels and condominiums wherein there were disagreements between the Double Diamond
owners and the subcontractor as to fulfillment of work obligations. There were three
Government liens, one tax lien from the State of Arizona and two liens from the Internal
Revenue Service (“IRS”). The IRS liens were released according to the Applicant and therefore
completely satisfied by Mr. Mardian. The State of Arizona tax lien has been paid by Mr.
Mardian, and a Notice to Release Lien was issued by the State. Staff’s research did not reveal
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any liens against the Mardian's at the State or Federal level. The Applicant’s response to Staff’s
data request including copies of liens and releases are attached as Exhibit 7.

Technical Capability to Provide Requests Services

As indicated in the Introduction Section, Double Diamond retained Stantec Engineering
to design the backbone water production and distribution facilities and the backbone wastewater
collection and treatment facilities, and the reclaimed water mains for the development. In
response to Staff’s data request regarding the operation of Double Diamond, the Company
advised that it is planning to have an employee or employees of the Company to only provide
general administration services and oversight of the third party contractors. The Company
intends to use outside, unaffiliated third parties for day-to-day utility management and operations
(including engineering, billing, customer assistance, meter reading, repairs and maintenance), tax
administration, legal and accounting. The Company has not yet contracted with any specific
third parties to provide these services. Staff recommends that the Company be required to retain
a certified operator and file notification of that entity’s name and qualifications, as a compliance
item in this Docket, by December 31, 2008.

Financial Capability to Provide Requested Services

The Company provided an unaudited balance sheet for the period ended June 30, 2007, in
its application. This financial statement listed assets of approximately $900,000 and equity of
approximately $900,000. The Company’s application states that the owners have constructed
commercial shopping centers, hotels, restaurants, storage facilities and numerous retail
development construction projects, including Wal-Mart and Sam’s Club. It also indicates that
the owners have extensive personal holdings and are involved in the hospitality industry. The
owners are not delinquent on taxes for the years ended 2004 and 2005. Based upon review of
this information, Staff has determined that the Company has adequate income which includes
substantial capital gains, therefore, Staff has concluded that the Company has adequate financial
capability to provide the requested services.

Performance Bond

Due to the fact that Double Diamond has no prior experience in operating a public utility,
a performance bond or irrevocable letter of credit in the amount of $250,000 is being
recommended by Staff. It is further recommended that the performance bond or irrevocable
letter of credit be obtained by December 31, 2008, and that evidence of such be filed in Docket
Control as a compliance item in this docket. This is consistent with the amount of the
performance bond approved in the Woodruff Water and Wastewater CC&N (Docket Nos. W-
04264 A-04-0438, et al) wherein the applicant had no previous utility experience and had a long
track record of investing and developing real estate.
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Conclusions and Recommendations

Staff Conclusions

Staff concludes that approving Double Diamond’s application for a CC&N to provide
water and sewer service is in the public interest.

Staff concludes that the Company’s proposed water system will have adequate
infrastructure to serve the requested area.

Staff concludes that the proposed water plant facilities 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 in the
future.

Based on water quality test results, the arsenic levels from the well sources for The Ranch
at White Hills development have been reported at 1.6 ppb which is within the new arsenic

standard.

The proposed CC&N is not located in an Active Management Area (“AMA”) and as such
will not be subject to any AMA reporting and conservation requirements.

Staff Recommendations

Staff recommends the Commission approve the Double Diamond application for a
CC&N for the initial phase consisting of a one square-mile, or 640 acre, area of the Ranch at
White Hills development north of Kingman, Mohave County, Arizona, to provide water and
wastewater service, subject to the following conditions:

1. That the Company obtain Staff’s recommendation of having no more than 30
percent of AIAC and/or CIAC in its capital structure by the end of the fifth year of
operation.

2. That the Commission finds that the fair value rate base of Double Diamond’s
property devoted to water service to be $6,928,816 and for wastewater service to be
$10,975,072 for setting initial rates.

3.  That Staff’s recommended rates and charges as shown in Schedules CSB-W$5 and
CSB-WWS5 in the Finance and Regulatory Analysis (“FRA”) Report be approved.
In addition to collection of its regular rates, Double Diamond may collect from its
customers a proportionate share of any privilege, sales or use tax.

4. That Double Diamond be required 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.
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10.

11.

12.

13.

14.

That Double Diamond file a rate case in its sixth year of operations, using the fifth
year as the test year.

That Double Diamond be required to file notification with Docket Control, as a
compliance item in this docket, within 15 days of providing service to its first
customer.

That Double Diamond be required to maintain its books and records in accordance
with the NARUC Uniform System of Accounts for Water and Wastewater Utilities.

That Double Diamond be required to adopt Staff’s water and wastewater
depreciation rates and to use these rates by individual NARUC category as
delineated in Tables A and C, respectively, of Staff’s Engineering Report.

That Double Diamond’s charge for minimum deposit be as prescribed in A.A.C.
R14-2-403(B)(7).

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, copies of the water division’s Approval to Construct (“ATC”)
for Phase 1 of the initial phase of The Ranch at White Hills project when received
by the Company, but no later than two years after the effective date of the order
granting the CC&N.

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, a copy of the 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 30 days after
issuance by ADWR.

That Double Diamond file with Docket Control, as a compliance item in this
docket, copies of the wastewater division’s General Permits for Phase 1 of the
initial phase of the wastewater plant for The Ranch at White Hills when received by
the Company, but not later than two years after the effective date of the order
granting the application. ‘

That Double Diamond be required to file with Docket Control, as a compliance
item in this docket, a copy of the Aquifer Protection Permit (“APP”) for the
wastewater division within two years after the effective date of the order granting
this application.

That Staff’s service line and meter installation charges be approved as shown in
Table B of the Engineering Report with separate installation charges for the service
line and meter installations.
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15.

16.

17.

18.

That Double Diamond be required to file with Docket Control, as a compliance
item, for review and approval by the Director of the Utilities Division, a curtailment
tariff within 45 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 (http://www.azcc.gov/divisions/
utilities/water/forms.asp) or available upon request from Commission Staff.

That Double Diamond be required 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 45 days of the decision in this matter. The tariff shall
generally conform to the sample tariff found posted on the Commission’s web site
(http://www.azcc.gov/divisions/utilities/water/forms.asp) or available upon request
from Commission Staff.

That the Company be required to retain a certified operator and file notification of
that entity’s name and qualifications, as a compliance item in this docket, by
December 31, 2008.

That Double Diamond be required to obtain a performance bond or irrevocable
letter of credit of $250,000 by December 31, 2008 and file evidence of such bond or
irrevocable letter of credit in Docket Control as a compliance item in this docket.

Staff further recommends that the Commission’s Decision granting the requested CC&N
to Double Diamond be considered null and void should Double Diamond fail to meet Conditions
Nos. 10,11, 12, 13,15, 16, 17, and 18 listed above within the timeframe specified.



EXHIBIT 1

TO: Vick Wallace
Chief, Consumer Services ¢ Special Projects
Utihties Division

FROM: Barb Wells
Information Technology Speciahst
Utihties Division

THRU:  Del Smith
Engineering Supervisor
Utilities Division

DATE:  August |5, 2007

RE: DOUBLE DIAMOND UTILITIES, INC. (DOCKET NO. WS-20543R-01-0433)

The area requested by Double Diamond for a CCéN for water and wastewater has
been plotted with no complications using the legal description provided with the
application (a copy of which 15 attached).

Also attached are copies of the maps for your files.
:bsw

Attachments

cc: Mr. Michael W. Patten
Ms. Deb Person (Hand Carried)
File
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Legal Description

T28N, R19W, Section 31

Mohave County, Arizona



EXHIBIT 2

June 10, 2007

Double Diamond Utilities, Inc.
4132 South Rainbow Blvd, PMB 324
Las Vegas, NV 89103

RE: Request for Utility Service
T28N, R19W, Section 31

Dear Utility Provider,

Arizona Acreage, LLC is the Owner of Record for Section 31, T28N, R19W, We are
preparing to develop this land with mixed uses including residential, commercial, park,
and school sites. Please be advised that we am requesting central water service and
central sewer service from Double Diamond Utility Company as part of the development
of this property.

Should you require additional information, or have any questions concerning this

request for service, please contact us directly.

Respectfully Submitted,

4 —

Arizona Acreage, L1.C

Leonard Mardian
Susan Mardian



MEMORANDUM

DATE: October 31, 2007

TO: Vicki Wallace
Chief, Consumer Services and Special Projects

FROM: Marlin Scott, Jr. /1
Utilities Engineer

RE: Double Diamond Utilities, Inc.
Docket No. WS-20543A-07-0435 (CC&N — Water and Wastewater)

EXHIBIT 3

INTRODUCTION

Double Diamond Utilities, Inc. (“DDU” or “Company”) submitted an application for a
Certificate of Convenience and Necessity (“CC&N”) to provide water and wastewater
services to a proposed master-planned community in Mohave County. The initial
requested area will be one square-mile or 640 acres that would provide service to The
Ranch at White Hills development. This development will ultimately encompass over
25,000 acres in a checkerboard fashion and will be located approximately 40 miles
northwest of Kingman.

WATER DIVISION

Company’s Proposed Water System

The requested one square-mile service area plans for approximately 1,800 single family
units, 700 multi-family units, a 20 acre school site, 80 acres of commercial development
and two community parks. For this one square-mile area, the Company is proposing to
construct 5 wells (totaling 890 gallons per minute (“GPM”)), 1.5 million gallons of
storage, booster systems and approximately 112,000 lineal feet of transmission and
distribution mains at a total projected cost of $11.26 million. The Company is projecting
to serve zero customers in the first year and 2,000 customers by the end of the fifth year.
The first homes in the initial phase of the development are planned to be completed in the
first quarter of 2009.

Cost Analysis

The Company submitted an estimated total water plant—in—sefvice spreadsheet for the first
five years by the National Association of Regulatory Utility Commissioners (“NARUC”)
plant account:
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Year 1: $3,064,890
Year 2: $4,562,490
Year 3: $7,177,050
Year 4: $9.814,770
Year 5: $11,255,140

Staff has reviewed the proposed total water 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 water plant-in-service was made, and no conclusions should be inferred for rate
making or rate base purposes in the future.

Arizona Department of Environmental Quality (‘ADEQ”) Compliance

Approval to Construct

The Company has not received its ADEQ Certificate of Approval to Construct (“ATC”)
for construction of the facilities. Staff recommends that the Company file with Docket
Control, as a compliance item in this docket, copies of the ATC for Phase 1 of the initial
phase of The Ranch at White Hills development when received by the Company, but no
later than 2 years after the effective date of the order granting this application.

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 January 23, 2006.

Based on water quality test results, the arsenic levels from the well sources for The Ranch
at White Hills development have been reported at 1.6 ppb which is within the new arsenic
standard.

Arizona Department of Water Resources (“ADWR”) Compliance

Compliance Status

There is no ADWR compliance status to report at this time. The proposed CC&N is not
located in an Active Management Area (“AMA”) and as such will not be subject to any
AMA reporting and conservation requirements.
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Analysis of Adequate Water Supply

On April 11, 2006, ADWR issued an Analysis of Adequate Water Supply letter finding
that 7,573 acre-feet per year of groundwater and 2,734 acre-feet per year of treated
effluent projected at build-out will be physically available for The Ranch at White Hills.
This combined 10,307 acre-feet is more than the Company’s projected build-out demands
for the development of 7,976 acre-feet per year for approximately 25,000 dwelling units.

Staff 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 the requested area, when received by the Company, but no later than 30
days after issuance from ADWR.

Aquifer Study

Staff contacted the United States Geological Survey (“USGS”), Arizona Geological
Survey and ADWR requesting if any groundwater aquifer studies have been conducted
for Mohave County. All three indicated no studies were conducted. However, ADWR
and USGS have initiated studies in the northern Mohave County area and the final report
is expected to be completed within four years.

Water Depreciation Rates

The Company has adopted Staff’s typical 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.

Service Line and Meter Installation Charges

The Company’s proposed service line and meter installation charges are somewhat
similar to Staff’s customary range of charges. As a result, Staff will recommend its lower
end of its customary range of charges. Since the Company may at times install meters on
existing service lines, it would be appropriate for some customers to only be charged for
the meter installation. Therefore, Staff recommends approval of its charges as shown in
Table B, with separate installation charges for service line and meter installations.

Water Division Summary
Conclusions

A. Staff concludes that the Company’s proposed water system will have adequate
infrastructure to serve the requested area.

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

Based on water quality test results, the arsenic levels from the well sources for
The Ranch at White Hills development have been reported at 1.6 ppb which is
within the new arsenic standard.

The proposed CC&N is not located in an Active Management Area (“AMA”) and
as such will not be subject to any AMA reporting and conservation requirements.

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 of the initial phase of The
Ranch at White Hills development when received by the Company, but no later
than 2 years after the effective date of the order granting this application.

Staff 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 the requested area, when received by the Company,
but no later than 30 days after issuance from ADWR.

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

Staff recommends approval of its service line and meter installation charges as
shown in Table B, with separate installation charges for the service line and meter
installations.



Double Diamond Utilities, Inc.
October 31, 2007

Page 5
Table A. Water Depreciation Rates
Average Annual
Acliﬁllfn[tjl(\:lo. Depreciable Plant Service Life | Accrual Rate
(Years) (%)
304 Structures & Improvements 30 3.33
305 Collecting & Impounding Reservoirs 40 2.50
306 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 8 12.5
320 Water Treatment Equipment
320.1 Water Treatment Plants
320.2 Solution Chemical Feeders 5 20.0
330 Distribution Reservoirs & Standpipes .

330.1 Storage Tanks 45 2.22
330.2 Pressure Tanks 20 5.00
331 Transmission & Distribution Mains 50 2.00
333 Services 30 3.33
334 Meters 12 8.33
335 Hydrants 50 2.00
336 Backflow Prevention Devices 15 6.67
339 Other Plant & Misc Equipment 15 6.67
340 Office Furniture & Equipment 15 6.67
340.1 Computers & Software 5 20.00
341 Transportation Equipment 5 20.00
342 Stores Equipment 25 4.00
343 Tools, Shop & Garage Equipment 20 5.00
344 Laboratory Equipment 10 10.00
345 Power Operated Equipment 20 5.00
346 Communication Equipment 10 10.00
347 Miscellaneous Equipment 10 10.00
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Table B. Service Line and Meter Installation Charges
Company’s | Recommended | Recommended
Meter Size Proposed Service Line Meter I,}ZC,[ZF Cr?lzrrlded
Charges Charges Charges ges
5/8 x 3/4-inch - $355 $85 $440
3/4-inch $440 $355 $165 $520
1-inch $520 $405 $205 $610
1-1/2-inch $740 $440 $415 $855
2-inch Turbine $1,235 $600 $915 $1,515
2-inch Compound $1,800 $600 $1,640 $2,240
3-inch Turbine $1,705 $775 $1,420 $2,195
3-inch Compound $2,340 $815 $2,215 $3,030
4-inch Turbine $2,700 $1,110 $2,250 $3,360
4-inch Compound $3,405 $1,170 $3,145 $4,315
6-inch Turbine $5,035 $1,670 $4,445 $6,115
6-inch Compound $6,510 $1,710 $6,180 $7,890
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WASTEWATER DIVISION

Company’s Proposed Wastewater System

For the one square-mile area, the Company will be phasing in its wastewater treatment
facility (“WWTF”) by constructing an initial phase of 0.3 million gallon per day
(“MGD”) and phasing in facilities up to 1.5 MGD by the end of the fifth year. The 1.5
MGD WWTF and approximately 98,600 lineal feet of collection system has a total
projected cost of $17.73 million. The Company is projecting to serve zero customers in
the first year and 2,000 customers by the end of the fifth year. The first homes in the
initial phase of the development are planned to be completed in the first quarter of 20009.

A reclaimed water system is also being proposed that will consist of pump station/storage

sites and approximately 25,000 lineal feet of force mains at an estimated cost of $2.6
million for irrigational use on roadway landscaping, schools, parks and entrance features.

Cost Analysis

The Company submitted an estimated total wastewater plant-in-service spreadsheet for
the first five years by the NARUC plant account:

Year 1: $5,881,300
Year 2: $8,076,580
Year 3: $14,586,260
Year 4: $16,085,100
Year 5: $17,733,940

Staff has reviewed the proposed total wastewater 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 Department of Environmental Quality (“ADEQ”) Compliance

General Permit

The Company has not received its ADEQ General Permit for construction of the
wastewater facilities. Staff recommends that the Company file with Docket Control, as a
compliance item in this docket, copies of the General Permits for Phase 1 of the initial
phase of The Ranch at White Hills development when received by the Company, but no
later than 2 years after the effective date of the order granting this application.
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Aquifer Protection Permit

Since an Aquifer Protection Permit (“APP”) represents fundamental authority for the
designation of a wastewater service area and a wastewater provider, Staff recommends
that the Company file with Docket Control, as a compliance item in this docket, a copy of
the APP within 2 years after the effective date of the order granting this application.

Wastewater Depreciation Rates

The Company has submitted depreciation rates similar to Staff’s typical and customary
Wastewater Depreciation Rates. After further review of the Company’s proposed rates,
Staff recommends that the Company adopt Staff’s wastewater depreciation rates and use
these rates by individual NARUC category as delineated in the attached Table C.

Wastewater Capacity Hook-Up Fee

The Company has proposed to implement a Capacity Hook-Up Fee of $1,500 per service
lateral for its wastewater division. Because a new wastewater CC&N is being
established, Staff recommends that the Company’s request to implement a Capacity
Hook-Up Fee for its wastewater division be denied.

Wastewater Division Summary

Conclusions

A. Staff concludes that the Company’s proposed wastewater system will have
adequate infrastructure to serve the requested area.

B. Staff concludes that the proposed wastewater plant facilities 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 in the future.

Recommendations

1. Staff recommends that the Company file with Docket Control, as a compliance
item in this docket, copies of the General Permits for Phase 1 of the initial phase
of The Ranch at White Hills development when received by the Company, but no
later than 2 years after the effective date of the order granting this application.

2. Staff recommends that the Company file with Docket Control, as a compliance
item in this docket, a copy of the APP within 2 years after the effective date of the
order granting this application.



Double Diamond Utilities, Inc.
October 31, 2007
Page 9

3. Staff recommends that the Company adopt Staff’s wastewater depreciation rates
and use these rates by individual NARUC category as delineated in the attached
Table C.

4, Staff recommends that the Company’s request to implement a Capacity Hook-Up
Fee for its wastewater division be denied.
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Table C. Wastewater Depreciation Rates
NARUC . Average Service Annual

Acct. Depreciable Plant Life (Years) Accrual Rate
No. (%)
354 Structures & Improvements 30 333
355 Power Generation Equipment 20 5.0
360 Collection Sewers — Force 50 20
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 10.0
366 Reuse Services 50 2.0
367 Reuse Meters & Meter Installations 12 8.33
370 Receiving Wells 30 3.33
371 Pumping Equipment 8 12.5
374 Reuse Distribution Reservoirs 40 2.5
375 Reuse Transmission & Distribution System 40 2.5
380 | Treatment & Disposal Equipment 20 5.0
381 Plant Sewers 20 5.0
382 Outfall Sewer Lines 30 3.33
389 Other Plant & Miscellaneous Equipment 15 6.67
390 Office Furniture & Equipment 15 6.67

390.1 | Computers & Software 5 20.0
391 Transportation Equipment 5 20.0
392 Stores Equipment 25 4.0
393 Tools, Shop & Garage Equipment 20 5.0
394 Laboratory Equipment 10 10.0
395 Power Operated Equipment 20 5.0
396 Communication Equipment 10 10.0
397 Miscellaneous Equipment 10 10.0




EXHIBIT 4

MEMORANDUM
TO: Vicki Wallace
Chief of Consumer Services - Utilities Division
FROM: Crystal Brown VUAAlAL ﬁ/wwu/
Public Utilities Analyst V — Utilities Division
DATE: October 31, 2007
RE: DOUBLE DIAMOND UTILITIES, INC. APPLICATION FOR NEW

CERTIFICATE OF CONVENIENCE AND NECESSITY
DOCKET NO. WS-20543A-07-0435

Introduction

On July 23, 2007, Double Diamond Utilities, Inc. (“Double Diamond” or
“Company”) filed an application with the Arizona Corporation Commission
(“Commission”) for a Certificate of Convenience and Necessity (“CC&N™) to provide
public utility water service and wastewater service to a master-planned community in
Mohave County, Arizona.

The application indicates that no customers are currently receiving service in the
requested CC&N area. At the end of five years, the Company projects that it will serve
2,000 water and wastewater customers.

For the water division, Staff’s recommended rates are based on the divisions’
five-year projections, as adjusted by Staff. Staff’s recommended projected revenue of
$1,681,402 would generate operating income of $554,305 resulting in an 8.00 percent
rate of return on a Staff adjusted original cost rate base (“OCRB”) of $6,928,816 as
shown on Schedule CSB-W1.

For the wastewater division, Staff’s recommended rates are based on the
divisions’ five-year projections, as adjusted by Staff. Staff’s recommended projected
revenue of $2,454,480 would generate operating income of $878,006 resulting in an 8.00
percent rate of return on a Staff adjusted OCRB of $10,975,072 as shown on Schedule
CSB-WW1.
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Financial Capability to Provide Requested Services

The Company provided confidential personal financial information of its owners,
in addition to an unaudited Company balance sheet for the period ended June 30, 2007.
The balance sheet listed assets of approximately $900,000 and equity of approximately
$900,000. The Company’s application states that the owners have constructed
commercial shopping centers, hotels, restaurants, storage facilities and numerous retail
development construction projects, including Wal-Mart and Sam’s Club. It also indicates
that the owners have extensive personal holdings and are involved in the hospitality
industry. The owners are not delinquent on taxes for the years ended 2004 and 2005.
Based upon review of this information, Staff has determined that the Company has
adequate income which includes substantial capital gains, therefore, Staff has concluded
that the Company has adequate financial capability to provide the requested services.

Projected Fair Value Rate Base (“FVRB”)

Consistent with Commission rules, the Company’s filing included the required
five-year projections for plant values, operating revenues, operating expenses, and
number of customers for both the water and wastewater divisions. Projections and
assumptions are necessary to establish a FVRB and initial rates because historical
operating data does not exist. Since this is a new CC&N, Staff evaluated the projected
OCRB as the FVRB.

Staff’s recommended changes to the water division’s capital structure reduced the
water division’s advances in aid of construction (“AIAC”) while increasing the need for
additional paid-in-capital as shown on water Schedule CSB-W4.

Staff’s recommended changes to the wastewater division’s capital structure
reduced the wastewater division’s contributions in aid of construction (“CIAC”) while
increasing the need for additional paid-in-capital as shown on wastewater Schedule CSB-
WW4.  Since the reduction of CIAC also reduced the amortization of the CIAC, the
depreciation expense was increased resulting in an increase to property taxes and a
decrease to income taxes as shown on the income statement (Schedule CSB-WW?3, pages
1 through 4). Further, the decrease in CIAC increased the wastewater division’s rate base
as shown on Schedule CSB-WW2, page 1.

The Company provided schedules showing the elements of the projected OCRB
as shown on Schedules CSB-W2 and WW2. Staff evaluated the projected OCRB as the
FVRB. Staff determined the FVRB for the water plant to be $6,928,816 at the end of the
fifth year (water Schedule CSB-W2, page 1). Staff determined the FVRB for the
wastewater plant to be $10,975,072 at the end of the fifth year (wastewater Schedule
CSB-WW2, page 1).
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Projected Plant in Service

The water and wastewater divisions’ projected plant in service balances are
shown by year on Schedules CSB-W2 and WW2, page 2. In the fifth year, the Company
anticipates an $11,255,140 and a $17,733,940 plant in service balance for the water and
wastewater divisions, respectively. For the water division, Staff reclassified $192,000 in
plant identified as “booster stations and equipment” to the “pumping equipment” account
as shown on Schedule CSB-W2, page 2. Staff made no changes to the total amount of
projected plant in service for either division.

Accumulated Depreciation

The water division’s projected accumulated depreciation balance is shown by year
on Schedule CSB-W2, page 1. In the fifth year, the Company anticipates a $565,547
accumulated depreciation balance. Staff increased the fifth year accumulated
depreciation by $488,970 from $565,547 to $1,014,517 to reflect Staff’s calculation of
accumulated depreciation using Staff’s recommended depreciation rates as shown on
Schedules CSB-WW2, pages 1 through 7. Staff’s calculation also removes the
Company’s proposal to remove depreciation expense on plant purchased or constructed
with ATIAC as the proposed treatment was not consistent with the National Association of
Regulatory Utility Commissioners (“NARUC”) Uniform System of Accounts (“USOA”).

The wastewater division’s projected accumulated depreciation balance is shown
by year on Schedules CSB-WW?2, page 1. Staff increased the fifth year accumulated
depreciation by $56,522 from $1,885,365 to $1,941,887 to reflect Staff’s calculation of
accumulated depreciation using Staff’s recommended depreciation rates as shown on
Schedules CSB-WW?2, pages 1 through 7.

Projected Advances In Aid of Construction

The Company projects that the water division’s net cumulative balance for
advances obtained from developers will be $5,342,005 in year five. Additionally, the
Company projects that the net cumulative balances for service line and meter advances
obtained from customers will be $748,000 in year five, for a total AIAC balance of
$6,090,005. As shown on Schedule CSB-W2, page 1, Staff decreased AIAC by
$2,829,198, from $6,090,005 to $3,260,807 to reflect Staff’s recommendation that AIAC,
on average, should be no more than 30 percent of capital structure as discussed in the
“Capital Structure and Financial Soundness” section of this memorandum.

The Company made no projections of AIAC for the wastewater division.
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Projected Contributions In Aid of Construction

The Company projects that the wastewater division will have the following
treatment capacity (i.e., hook-up fee) balances for the first through the fifth year
respectively: $3,660,000, $1,957,500, $4,005,000, $2,002,500, and $0. Staff
recommends elimination of the Company proposed hook up fee as discussed in the “Rate
Design” section of this memorandum. Staff’s analysis focuses on the fifth year. Since
the fifth year balance was $0, Staff made no adjustment to the hook-up fee balance.

The Company projects that the Net Other Contributions (i.e., contributions
excluding hook-up fees) will be $8,275,231 in year five. As shown on Schedule CSB-
W2, page 1, Staff decreased CIAC by $3,528,250, from $8,275,231 to $4,746,981 to
reflect Staff’s recommendation that CIAC, on average, should be no more than 30
percent of capital structure as discussed in the “Capital Structure and Financial
Soundness” section of this memorandum.

The Company made no projections of CIAC for the water division.
Projected Operating Income

The Company provided projected revenues and expenses for five years. Staff’s
analysis, while taking into account all of the years presented, is concentrated on the fifth

year of operation when profitability is expected.

Projected Operating Revenues, Water Division

For the water division, Staff recommends total operating revenue of $1,681,402,
an increase of $591,830, or 54.32 percent above the Company’s projected fifth year
revenue of $1,089,572. Staff’s recommended revenue provides operating income of
$554,305 for an 8.00 percent rate of return on a projected OCRB of $6,928,816 as shown
on Schedule CSB-W1.

Staff’s revenue requirement increase is primarily driven by Staff’s recommended
increase to depreciation expense. Staff’s depreciation expense calculation does not
recognize the Company’s proposal to remove depreciation expense on plant purchased or
constructed with AIAC as this treatment is not consistent with the NARUC USOA.

Staff annualized revenues to reflect the 2,000 customers projected at the end of
the fifth year. The annualization added $152,250 as shown on Schedule CSB-W3, page
2, reference A.
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Projected Operating Revenues, Wastewater Division

For the wastewater division, Staff recommends total operating revenue of
$2,454,480, an increase of $662,177, or 36.95 percent above the Staff adjusted fifth year
revenue of $1,792,303. Staff’s recommended revenue provides operating income of
$878,006 for an 8.00 percent rate of return on a projected OCRB of $10,975,072 as
shown on Schedule CSB-WW1.

Staff’s revenue requirement increase is primarily driven by Staff’s recommended
rate of return. The Company proposed a 4.29 percent rate of return, Staff recommended
an 8.00 percent rate of return. Staff’s recommended rate of return is fair and reasonable
and will help to mitigate steep increases in rates due to artificially low initial rates.

Staff annualized revenues to reflect the 2,000 customers projected at the end of
the fifth year. The annualization added $213,750 as shown on Schedule CSB-WW3,
page 2, reference A.

Staff added $101,053 to the wastewater division’s revenue to reflect effluent sales
as shown on CSB-WW3, page 2. Page 4.2 of the Stantec report’, shows that the
anticipated total daily demand in the fifth year for effluent is 92,286 gpd. Staff calculated
the annual gallons by multiplying the daily amount by 365 days per year and dividing by
1,000 gallons. The resulting number was multiplied by the Company’s proposed $3.00
rate for effluent (which Staff notes is lower than Staff’s first tier of the potable water rate,
$4.23) as shown on Schedule CSB-WW3, Page 2, reference B.

Projected Operating Expenses, Water Division

For the water division, Staff added $8,310 to annualize purchased pumping power
expense. Staff noted that the Company’s customer count increase of 500 customers from
the fourth year to the fifth year was accompanied by a $16,619 increase in purchased
pumping power (from $51,340 to $67,959) over the same period. Since Staff added half
of the 500 customers (i.e. 250), Staff added a corresponding half of the $16,619 (i.e.
$8,310) to the fifth year purchased pumping power expense as shown on Schedule CSB-
W3, page 2 reference B.

Further, Staff added $6,000 to the outside services, billing and customer services
expense as shown on Schedule CSB-W3, page 2 reference C. Staff calculated the amount
as follows: $2 monthly meter reading and billing rate x 250 additional customers x 12
months = $6,000.

' The report is entitled "Section 31 of the Ranch at White Hills CC&N Technical Support Water
Wastewater, and Reclaimed Water"
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For the water division, Staff increased depreciation expense by $193,898, from
$197,083 to $390,981 to remove the Company’s adjustment to reduce depreciation
expense on AIAC plant. The Company’s adjustment is not consistent with the NARUC
USOA recognized ratemaking treatment. Also, Staff’s calculation provides a full year of
depreciation expense on all plant projected to be in service at the end of the fifth year as
shown on Schedule CSB-W3, page 3. The changes to depreciation expense increased
property taxes by $13,867, from $29,418 to $43,285 and decreased income taxes by
$26,951 from $207,705 to $180,754 as shown on Schedule CSB-W3, pages 1 through 4.

Projected Operating Expenses, Wastewater Division

For the wastewater division, Staff added $7,250 to annualize purchased pumping
power expense. Staff noted that the Company’s customer count increase of 500
customers from the fourth year to the fifth year was accompanied by a $14,500 increase
in purchased pumping power (from $53,350 to $67,850) over the same period. Since
Staff added half of the 500 customers (i.e. 250), Staff added a corresponding half of the
$14,500 (i.e. $7,250) to the fifth year purchased pumping power expense as shown on
Schedule CSB-WW3, page 2 reference C.

Further, Staff added $3,000 to the outside services, billing and customer services
expense as shown on Schedule CSB-WW3, page 2 reference D. Staff calculated the
amount as follows: $1 monthly meter reading and billing rate x 250 additional customers
x 12 months = $3,000.

Staff increased depreciation expense by $55,518 from $398,027 to $453,545 to
reflect Staff’s recommended depreciation rates, to provide a full year of depreciation
expense on all plant projected to be in service at the end of the fifth year, and to reduce
the amount of amortization of CIAC as a result of Staff’s recommendation to reduce
CIAC balance to no more than 30 percent of capital structure as shown on Schedule
CSB-WW3, page 2 reference E. The changes to depreciation expense increased property
taxes by $22,579, from $39,893 to $62,472 and increased income taxes by $87,409 from
$211,913 to $299,322 as shown on Schedule CSB-WW3, page 2 references F and G.

Capital Structure and Financial Soundness

Capital structure is an indicator of financial soundness. Undercapitalized investor
owned utilities may result in rate bases that are too small to generate enough revenue to
pay for operating expenses and fund capital improvements without steep increases in
customer rates. Consequently, Staff has determined that a financially sound utility
company, on average, should have no more than 30 percent AIAC and/or CIAC in its
capital structure.
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Water Division

At the end of the fifth year, the water division’s capital structure consisted of no
debt, 56.03 percent ATIAC, and 43.97 percent equity. Staff recommends 30.00 percent
AIAC and 70.00 percent equity as shown on Schedule CSB-W4

Wastewater Division

At the end of the fifth year, the wastewater division’s capital structure consisted
of no debt, 52.30 percent CIAC, and 47.70 percent equity. Staff recommends 30.00
percent CIAC and 70.00 percent equity as shown on Schedule CSB-WW4,

Staff recommends that approval of the Company’s CC&N be made conditional
upon the Company obtaining Staff’s recommended capital structure for the water and
wastewater divisions by the end of the fifth year of operation.

Rate Design

Schedule CSB-WS5 and WWS5 present a complete list of the Company’s proposed,
and Staff’s recommended rates and charges. The water and wastewater division’s
projected revenue is derived primarily from the residential customer class.

To promote efficient use of water, Staff has recommended an inverted three-tiered
rate structure for the commodity charges. The water division has submitted a three-tier
design. Staff removed the first tier for all meter sizes except the %-inch (residential)
class and increased the commodity rates in order to generate Staff’s recommended
revenue.

Staff added a 5/8-inch x %-inch meter to provide the Company with the ability to
serve customers who may request that meter size. The Company anticipates that
residential customers will compose the majority of its total customers. The Company
proposes a ¥a-inch meter for the residential class and is designing and building its water
system to meet the water usage demands for those customers. The water usage demand
costs for a %-inch meter are higher than those of a 5/8-inch x %-inch meter. Therefore, to
ensure that the Company recovers the costs associated with designing and building its
system to meet the demands of its largest customer class (i.e., the %-inch meter
residential customer), Staff set the 5/8-inch x %-inch meter rate the same as that of the %-
inch meter.

Additionally, Staff’s monthly customer charge recommendations utilize the
NARUC recommended multipliers to establish the monthly customer charges for each
meter size as shown on Schedule CSB-W5.
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The Company proposed to add a construction water rate of $5.00 per 1,000
gallons. Staff recommends a $6.50 rate which is consistent with Staff’s third tier range.

The typical bill for a residential customer using an estimated average of 7,500
gallons under the Company’s recommended rates would be $49.50. Under Staff’s
recommended rates the typical bill would be $69.67 as shown on Schedule CSB-W6.

The wastewater rates requested by the wastewater division are a fixed flat
monthly fee of $70.00 as shown on Schedule CSB-WWS5. Staff increased the flat
monthly fee by $27.59 to $97.59 in order to generate Staff’s recommended revenue
requirement.

Hook-up Fees (Treatment Capacity)

The wastewater division’s hook-up fees were removed by Staff. It i1s this
Commission’s normal practice to allow hook-up fees only to companies already holding
and operating under a CC&N. Additionally, the concept of hook-up fees were developed
to fund the cost of growth, not initially required backbone plant.

Service Charges

Staff reviewed the Company’s proposed service charges and recommends
adoption.

Recommendations

Staff recommends:

1. Staff recommends that approval of the Company’s CC&N be made
conditional upon the Company obtaining Staff’s recommended capital
structure by the end of the fifth year of operation.

2. Approval of the Staff recommended rates and charges as shown in
Schedules CSB-W5 and CSB-WWS5. In addition to collection of its
regular rates, the Company may collect from its customers a proportionate
share of any privilege, sales or use tax.

3. The Company be required to maintain its books and records in accordance
with the National Association of Regulatory Utility Commissioners
Uniform System of Accounts for Water and Wastewater Utilities.

4. The Company be required to use the depreciation rates recommended by
Staff for water and wastewater utilities in the Engineering Report.
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A) 8 (C) (D)
COMPANY COMPANY STAFF STAFF

LINE ORIGINAL FAIR ORIGINAL FAIR

NO. DESCRIPTION COST VALUE COST VALUE
1 Adjusted Rate Base $ 4,548,588 $ 4,548,588 6,928,816 6,928,816
2 Adjusted Operating Income (Loss) $ 330,407 $ 330,407 287,534 287,534
3 Current Rate of Return (L2/L1) 7.26% 7.26% 4.15% 4.15%
4 Required Rate of Return 7.26% 7.26% 8.00% 8.00%
5 Regquired Operating Income (L1 * L4) $ 330407 $ 330,407 554,305 554,305
6 Operating Income Deficiency (L5 - L2) $ - $ - 266,771 266,771
7 Gross Revenue Conversion Factor 1.6286 1.6286 1.6478 1.6478
8 Required Revenue Increase (L7 * L6) $ - $ - 439,580 439,580
9 Fifth Year Revenue $ 1,089,572 $ 1,089,572 1,241,822 1,241,822
10 Proposed Annual Revenue (L8 + L9) $ 1,089,572 $ 1,089,572 1,681,402 1,681,402
11 Required Increase in Revenue (%) 0.00% 0.00% 35.40% 35.40%
12 Rate of Return on Equity (%) 11.50% 11.50% 10.80% 10.80%
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DO A WN S

Tove~

18
19
20
21
22
23

DESCRIPTION

Calculation of Gross Revenue Conversion Factor:
Revenue

Uncollecible Factor (Line 11}

Revenues (L1 - L2)

Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22)

Subtotal (L3 - L4)
Revenue Conversion Factor (L1/L5)

Calculation of Uncollectible Factor:

Unity

Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 -L8)
Uncollectible Rate

Uncollectible Factor (L9 * L10)

Calculation of Effective Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate

Federal Taxable Income (L12 -L13)

Applicable Federal Income Tax Rate (Line 44)

Effective Federal Income Tax Rate (L14 x L15)

Combined Federal and State Income Tax Rate (L13 +L16}

Cailculation of Effective Property Tax Factor

Unity

Combined Federal and State Tax Rate (Line 17)

One Minus Combined Income Tax Rate (L18 - L13)

Property Tax Factor (All-16, L.24)

Effective Property Tax Factor (L 21 *L 22)

Combined Federal and State Tax and Property Tax Rate (L17+L22)

Required Operating Income
Adjusted Fifth Year Operating Income (Loss)
Required Increase in Operating Income (124 - L25)

income Taxes on Recommended Revenue (Col. (D), L52)
Income Taxes on Fifth Year, Staff Adjusted Revenue (Col. (B), L52}
Required Increase in Revenue to Provide for income Taxes (L27 - L28)

Recommended Revenue Requirement

Uncollectible Rate (Line 10)

Uncollectible Expense on Recommended Revenue (L24 * L25)

Adjusted Fifth Year Uncollectible Expense

Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33)

Property Tax with Recommended Revenue
Property Tax on Fifth Year, Staff Adjusted Revenue
Increasee in Property Tax Due to Increase in Revenue

Total Required Increase in Revenue (L26 + L30 + L34+L37)

Calculation of income Tax:

Revenue

Operating Expenses Excluding Income Taxes

Synchronized interest (L47)

Arizona Taxable Income (L36 - L317- L38)

Arizona State Income Tax Rate

Arizona Income Tax (L39 x L40)

Federal Taxable Income (L33 - L35)

Federal Tax on First Income Bracket ($1 - $50,000) @ 15%

Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25%
Federal Tax on Third income Bracket ($75,001 - $100,000) @ 34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth income Bracket ($335,001 -$10,000,000) @ 34%
Total Federal Income Tax

Combined Federal and State Income Tax (L35 + L42)

(A)

100.0000%
0.0000%
100.0000%
39.3123%
60.6877%
1.647780

100.0000%
38.5989%
61.4011%

0.0000%
0.0000%

100.0000%
6.9680%
93.0320%
34.0000%
31.6309%
38.5989%

100.0000%
38.5989%
61.4011%

1.1619%
0.7134%

$ 554,305

s oe7s4

$ 348,455

S 180754

$

S 1681402

0.0000%

3 -

3 -

$ 48,392
$ 43285

Blep P

468,288
6.9680%

435658
7,500
6,250
8,500

91,650
34,224

HHAHPH

$
3

Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42]/ [Col. (C), L36 - Col. (A), L36}

Calculation of interest Synchronization:
Rate Base

Weighted Average Cost of Debt
Synchronized Interest (L54 X L55)

$ 6,928,816
0.00%

s -

39.3123%

266,771

167,702

32,630

148,124
180,754

HH &

@ hH PP BhP

STAFF
Recommended

1,681,402
778,641
802,761
£.9680%

839,856
7,500
6,250
8,500

91,650

171,651

3$

$
$

(D)

62,904

285,551

348,455

34.0000%



Double Diamond

Schedule CSB - W2

Water Division Page 1 of 7
Docket No.: WS-20543A-07-0435
Test Year Ended: Fifth Year of Operation
Per Per Per Per Per
Company Company Company Company Company Staff Staff as
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Ref Adjusted
Plant in Service $3,064,800 $4,562,490 $7,177,050 $9,814,770 $11,255,140 $0 $ 11,255,140
Less:
Accum. Depreciation 41,365 114,816 215,325 368,464 565,547 448970 A $1,014,517
[ Net Plant $3,023,525 $4,447,674 $6,961,725  $9,446,306 $10,689,593 ($448,970) $10,240,623 |
Less:
Advances in Aid of Constr (net of refunds) 215,400 1,510,200 3,086,116 4,363,104 5,342,005 ($2,829,198) B $2,512,807
Meter and Service Line Adv (net of refunds) o] 220,000 418,000 594,000 748,000 0 748,000
Total Advances $215,400 $1,730,200 $3,504,116  $4,957,104  $6,090,005  ($2,829,198) $3,260,807
Contributions Gross $0 $0 $0 $0 $0 $0 $0
Less:
Amortization of CIAC 0 0 0 0 0 0 0
Net CIAC $0 $0 $0 $0 $0 $0 $0
Less:
Customer Deposits $0 $51,000 $51,000 $51,000 $51,000 0 $51,000
| Total Deductions $215,400 $1,781,200 $3,555,116  $5,008,104 $6,141,005 ($2,829,198) $3,311,807
Plus:
Cash Working Capital $0 $0 $0 $0 $0 $0 $0
Materials and Supplies Inventory 0 o] 0 0 0 0 0
Prepayments 0 0 0 0 0 0 0
Total Additions $0 $0 $0 $0 $0 $0 $0
Rate Base $2,808,125 $2,666,474 $3,406,609 $4,438,202 $4,548,588 $2,380,228 $6,928,816

Explanation of Adjustment:

A - To reflect Staff's calculation of accumulated depreciation expense based upon Staff's
adjustments to plant as shown on Schedule CSB-W2 pages 3 through 7.
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Double Diamond Utilities - Water Division
Docket No. WS-20543A-07-0435
Test Year Ended: Fifth Year of Operation

Schedule CSB-W3
Page 1 of 4

LINE
NO.

©oO~NOUODWN-=

(A} (8] [C] (D} [E]
FIFTH YEAR
COMPANY AS STAFF STAFF
FIFTH YEAR STAFF ADJUSTED RECOMMENDED RECOMMENDED
DESCRIPTION AS FILED ADJUSTMENTS BY STAFF CHANGES TOTAL REVENUE
REVENUES:

Metered Water Sales 1,082,072 148,500 1,230,572 439,580 1,670,152
Other Operating Revenue 7,500 3,750 11,250 - 11,250
Total Operating Revenues 1,089,572 152,250 1,241,822 439,580 1,681,402

OPERATING EXPENSES:
Labor - - - -
Purchased Water - - - -
Purchased Power 67,959 8,310 76,269 76,269
Repairs & Maintenance 15,000 - 15,000 15,000
Office Supplies and Expense - - - -
Contract Services, Operations 200,000 - 200,000 200,000
Contract Services, Billing & Cust. S 42,000 6,000 48,000 48,000
Pensions - - - -
Regulatory Expense - - - -
Insurance Cther Than Group - - - -
Customer Accounting - - - -
Rents - - - -
General Office Expense - - - -
Miscellaneous - - - -
Maintenance Expense - - - -
Depreciation & Amortization 197,083 193,898 390,981 390,981
Amortization of CIAC - - - -
General Taxes - - - -
Property Taxes 29,418 13,867 43,285 5,107 48,392
Income Taxes 207,705 (26,951) 180,754 167,702 348,455
Total Operating Expenses 759,165 195,123 954,288 172,809 1,127,097
Operating Income (Loss) 330,407 (42,873) 287,534 266,771 554,305




Double Diamond Schedule CSB - W3
Water Division Page 2 of 4
Docket No. Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

Per Per Per  Per Per

Company Company Company Company  Company Staff Staffas
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Adjusted
Revenues:
461 Metered Water Revenue $50,000 $192,439 $482,317 $777,195  $1,082,072 $148,500 1,230572
460 Unmetered Water Revenue 0 0 0 0 0 0 0
474 Other Water Revenues 0 7,500 7,500 7,500 7,500 3,750 11,250
Total Operating Revenue $50,000 $199,939 $489,817 $784,695  $1,089,572 $152,250 A $1.241822
Operating Expenses: .
601 Salaries and Wages $0 $0 $0 $0 $0 $0 .
610 Purchased Water 0 0 0 0 0 ] 0
615 Purchased Power 9,000 16,094 32,066 51,340 67,959 8310 B 76,269
618 Chemicals o] 0 0 0 0 0 0
620 Repairs and Maintenance 2,000 3,000 5,000 10,000 15,000 0 15,000
621 Office Supplies & Expense 0 0 0 0 0 0 0
630 Contract Services, Operations 60,000 175,000 185,000 190,000 200,000 0 200,000
630 Contract Services, Billing & Cust Serv. 0 6,000 18,000 30,000 42,000 6,000 C 48,000
635 Water Testing 0 0 0 0 0 0 o)
641 Rents 0 0 o] o] 0 o] 0
650 Transportation Expenses 0 0 0 0 0 0 0
657 Insurance - General Liability 0 0 0 0 0 0 0
659 Insurance - Health and Life 0 0 0 0 0 0 0
666 Regulatory Commisssion Expense - Rat¢ 0 0 0 0 0 0 0
675 Miscellaneous Expense 0 0 0 0 0 ] 0
403 Depreciation Expense 41,365 73,452 100,508 153,140 197,083 193,898 D 390,981
408 Taxes Other Than Income 0 0 0 0 0 0 0
408.11 Property Taxes 1,350 5,398 13,225 21,187 29,418 13,867 E 43285
409 Income Tax 23 23 23 20,851 207,705 (26,951) F 180,754
Total Operating Expenses $113,738  $278,967 $353,822 $476,518 $759,165 $195,123 $954,288
{OPERATING INCOME/(LOSS) ($63,738)  ($79,028) $135,.995 $308,177 $330,407 ($42,873) $287,534 ]

Other Income/(Expense):
419 Interest and Dividend Income $0 $0 $0 $0 $0 $0 $0
421 Non-Utility Income 0
427 Interest Expense 0
4XX Reserve/Replacement Fund Deposit 0
426 Miscellaneous Non-Utility Expense 0

Total Other income/(Expense) $0

[#}[eNeoNolo]
(=] (oo NoNol

NET INCOME/(LOSS) ($63,738)  ($79,028) $135,995 $308,177 $330,407 ($42,873)

Explanation of Adjustments:
A- Metered water revenue:  $148,500 Revenue for an additional 250 customers
Establishment Charges: $3,750 $15 (haif of the $30 Establ Charge) x 250 additional customers
$152,250

B - To reflect the increase for 250 additional customers. Staff divided the $16,619 increase in pur pumping power for 500 customers by two
and added the resulting $8,310 to the purchased pumping power for the fifth year.

C - To reflect the increase for 250 additional customers. Staff multiplied the $2 monthly meter reading and billing rate by 250 customers
times 12 months. The resulting $6,000 was added to outside services (billing & cust serv) expense for the fifth year.

D - Staff reviewed the Company's calculation of depreciation expense and determined that the Company
removed the depreciation expense for refundable advances in aid of construction. Additionally, Staff
calculation allows a full year of depreciation expense on all projected plant in the fifth year.

For Staff's calculation for Depreciation Expense see Schedule CSB-W3, page 3.
E - For Staff's calculation for property taxes see Scheduie CSB-W3, page 4, column A, line 18.

F - For Staff's calculation for income taxes see Schedule CSB-W1, page 2, column B, line 52.
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Double Diamond Utilities - Water Division
Docket No. WS-20543A-07-0435
Test Year Ended: Fifth Year of Operation

Schedule CSB-W3
Page 4 of 4

[Al [B]

LINE STAFF STAFF

NO. DESCRIPTION AS ADJUSTED RECOMMENDED
1 Staff Adjusted Fifth Year Revenues 1,241,822 1,241,822
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 2,483,644 2,483,644
4 Staff Recommended Revenue 1,241,822 1,681,402
5 Subtotal (Line 4 + Line 5) 3,725,466 4,165,046
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 1,241,822 1,388,349
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 2,483,644 2,776,697
10 Plus: 10% of CWIP - -
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 2,483,644 2,776,697
13 Assessment Ratio 23.50% 23.50%
14 Assessment Value (Line 12 * Line 13) 583,656 652,524
15 Composite Property Tax Rate - Obtained from ADOR 7.4161% 7.416140%
16 Staff Fifth Year Adjusted Property Tax Expense (Line 14 * Line 15) 43,285
17 Company Proposed Property Tax 29,418
18 Staff Fifth Year Adjustment (Line 16 - Line 17) 13,867
19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 48,392
20 Staff Fifth Year Adjusted Property Tax Expense (Line 16) 43,285
21 Increase in Property Tax Due to Increase in Revenue Requirement 5,107
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 5,107
23 Increase in Revenue Requirement 439,580
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.161862%
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Double Diamond

Water Division

Docket No. Docket No.: WS-20543A-07-0435
Test Year Ended: Fifth Year of Operation

Schedule CSB-W5
Page 1 of 3

Monthly Customer Charges

518" x 3/4" Meter

3/4" Meter

1" Meter

172" Meter

2" Meter

3" Meter

4" Meter

6" Meter

Gallons Included in Monthly Customer Charge
Commodity Charges - Per 1,000 Gallons of Usage

5/8-Inch x 3/4-Inch Meters
0 to 4,000 gallons

4,001 to 10,000 gallons
10,001 and above gallons
0 to 4,000 gallons

4,001 to 6,000 galions
6,001 and above gallons

3/4-Inch Meters

0 to 4,000 gallons

4,001 to 10,000 gallons
10,001 and above gallons
0 to 4,000 gallons

4,001 to 6,000 gallons
6,001 and above gallons

1-Inch Meters

0 to 4,000 galions

4,001 to 10,000 gallons
10,001 and above galions
0 to 10,000 gallons
10,001 and above gallons

1 1/2 - Inch Meters
0 to 45,000 gallons
45,001 to and above gallons

2-Inch Meters
0 to 65,000 gallons
65,001 and above gallons

3-Inch Meters
0 to 130,000 gallons
130,001 and above gallons

Proposed Rates

Company| Staff
n/a $32.00
$22.00 32.00
32.00 54.00
85.00 107.00
150.00 171.00
275.00 320.00
500.00 534.00
850.00 1,037.00

0 0
$3.00 n/a
$4.00 n/a
$5.00 n/a

nfa $ 423

nfa"$ 550

nfa.$: 6.50
$3.00 n/a
$4.00 n/a
$5.00 n/a

nfa $ 4.23

n/a:=$ .550

nfa $. 650
$3.00 n/a
$4.00 n/a
$5.00 n/a

nfa $ 550

na $ 650
$4.00 $ 5650
$5.00 $ 650
$4.00 $ 550
$5.00 $ :6.50
$400 $ 550
$5.00 % . 6.50




Double Diamond Schedule CSB-W5
Water Division Page 2 of 3
Docket No. Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

Commodity Charges - Per 1,000 Gallons of Usage

-Proposed Rates-

Company|  Staff

4-Inch Meters
0 to 200,000 gallons $400 $ 550
200,001 and above galions $5.00 $ 6.50

6-Inch Meters

0 to 300,000 gallons $400 $ 550
300,001 and above galions $5.00 $ 6.50
Construction Water, per 1,000 gallons $5.00 $6.50
Company Staff Proposed
Service Line and Meter Installation Charges | Proposed | Services | Meters | Total
5/8" x 3/4" Meter n/a $ 355 % 86 § 440
3/4" Meter 440 355 165 520
1" Meter 520 405 205 610
1%" Meter 740 440 415 855
2" Meter (Turbine) 1,235 600 915 1,515
2" Meter (Compound) 1,800 600 1,640 2,240
3" Meter (Turbine) 1,705 775 1,420 2,195
3" Meter (Compound) 2,340 815 2,215 3,030
4" Meter (Turbine) 2,700 1,110 2,250 3,360
4" Meter (Compound) 3,405 1,170 3,145 4315
6" Meter (Turbine) 5,035 1,670 4,445 6,115

6" Meter (Compound) 6,510 1,710 6,180 7,890



Double Diamond Schedule CSB-W5
Water Division Page 3 of 3
Docket No. Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

-Proposed Rates-

Service Charges Company Staff
Establishment $30.00 $30.00
Establishment (After Hours) 60.00 60.00
Re-establishment of Service (Within 12 Months) (2) (2)
Reconnection (Delinquent) 60.00 60.00
Meter Test (If Correct) 50.00 50.00
Meter Re-Read (If Correct) 30.00 30.00
Customer Deposit (3) (3)
Deposit Interest 6.00% 6.00%
NSF Check Charge 35.00 35.00
Late Payment Penalty (Per Month) 1.50% 1.50%
Deferred Payment (Per Month) 1.50% 1.50%
Main Extentions / Meter Relocation Cost (4) - Cost(4)
Service Calls - Not Company Responsibility Cost (4) - Cost(4)
Revenue Taxes & Assessments (5) (5)

Notes:

(1) Establishment of Service Charge is a combined charge for water and
wastewater service and not duplicative

(2) Per Ruie R14-2-403.D - Months off system times monthly minimum

(3) Per Rule R14-2-403.B

(4) Cost is direct materials, direct labor, overhead burden of 35% of direct labor

(5) Per Rule R14-2-403.D



Double Diamond Utilities - Water Division Schedule CSB-W6
Docket No. WS-20543A-07-0435
Fifth Year

Average Number of Customers: 2000

Present  Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 7,500 $49.50 $49.50 $0.00 0.0%
Median Usage 7,500 $49.50 $49.50 $0.00 0.0%

Present & Proposed Rates (Without Taxes)
Residential 3/4-Inch Meter

Company
Gallons Present Proposed % %
Consumption Rates Rates Increase Increase
0 $22.00 $22.00 0.0% 45.5%
1,000 25.00 25.00 0.0% 44.9%
2,000 28.00 28.00 0.0% 44.5%
3,000 31.00 31.00 0.0% 44.2%
4,000 34.00 34.00 0.0% 43.9%
5,000 38.00 38.00 0.0% 43.2%
6,000 42.00 42.00 0.0% 42.7%
7,000 47.00 47.00 0.0% 41.3%
8,000 52.00 52.00 0.0% 40.2%
9,000 57.00 57.00 0.0% 39.3%
10,000 62.00 62.00 0.0% 38.6%
15,000 87.00 87.00 0.0% 36.1%
20,000 112.00 112.00 0.0% 34.8%
25,000 137.00 137.00 0.0% 33.9%
50,000 262.00 262.00 0.0% 32.0%
75,000 387.00 387.00 0.0% 31.4%
100,000 512.00 512.00 0.0% 31.0%
125,000 637.00 637.00 0.0% 30.8%
150,000 762.00 762.00 0.0% 30.7%
175,000 887.00 887.00 0.0% 30.6%
200,000 1,012.00 1,012.00 0.0% 30.5%



Double Diamond Utilities - Wastewater Division Schedule CSB WW-1
Docket No. WS-20543A-07-0435 Page 1 of 2
Test Year Ended: Fifth Year of Operation

*) ®) © D)
COMPANY COMPANY STAFF STAFF

LINE ORIGINAL FAIR ORIGINAL FAIR

NO. DESCRIPTION COST VALUE COST VALUE
1 Adjusted Rate Ba;e $ 7,503,344 $ 7,503,344 $ 10,975,072 $ 10,975,072
2 Adjusted Operating income (Loss) $ 337,009 $ 337,099 $ 476,146 $ 476,146
3 Current Rate of Return (L2 /L1) 4.49% 4.49% 4.34% 4.34%
4 Required Rate of Return 4.49% 4.49% 8.00% 8.00%
5 Required Operating Income (L1 * L4) $ 337,099 $ 337,099 $ 878,006 $ 878,006
6 Operating Income Deficiency (L5 - 1.2) $ - $ - $ 401,860 $ 401,860
7 Gross Revenue Conversion Factor 1.6286 1.6286 1.6478 1.6478
8 Required Revenue Increase (L7 * L6) $ - $ - $ 662,177 $ 662,177
9 Fifth Year Revenue $ 1,477,500 $ 1,477,500 $ 1,792,303 $ 1,792,303
10 Proposed Annual Revenue (L8 + L9) $ 1,477,500 $ 1,477,500 $ 2,454,480 $ 2,454,480
11 Required Increase in Revenue (%) 0.00% 0.00% 36.95% 36.95%

12 Rate of Return on Equity (%) 11.50% 11.50% 10.80% 10.80%



Double Diamond Utilities - Wastewater Division Scheduie CSB WW-1
Docket No. WS-20543A-07-0435 Page 2 of 2
Test Year Ended: Fifth Year of Operation

B

&

LINE
NO. DESCRIPTION
Calculation of Gross Revenue Conversion Factor:
1 Revenue 100.0000%
2 Uncollecible Factor (Line 11) 0.0000%
3 Revenues (L1-L2) 100.0000%
4 Combined Federal and State Tax Rate (Line 17) + Property Tax Factor (Line 22) 39.3123%
5 Subtotal (L3 - L4) 60.6877%
6 Revenue Conversion Factor (L1/L5) 1.647780
Calculation of Uncollectible Factor:
7 Unity 100.0000%
8 Combined Federal and State Tax Rate (Line 17) 38.5989%
9 One Minus Combined Iincome Tax Rate (L7 -18) 61.4011%
10 Uncollectible Rate 0.0000%
11 Uncollectible Factor (L9 *L10) 0.0000%
Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
13 Arizona State Income Tax Rate 6.9680%
14 Federal Taxable income (L12 - L13) 93.0320%
15 Applicable Federal Income Tax Rate (Line 44) 34.0000%
16 Effective Federal Income Tax Rate (L14 x L15) 31.6309%
17 Combined Federal and State Income Tax Rate (L13 +L16) 38.5988%
Calculation of Effective Property Tax Factor
18 Unity 100.0000%
19 Combined Federal and State Tax Rate (Line 17) 38.5989%
20 One Minus Combined Income Tax Rate (L18 - L19) 61.4011%
21 Property Tax Factor (All-16, L24) 1.1619%
22 Effective Property Tax Factor (L 21 * L 22) 0.7134%
23 Combined Federal and State Tax and Property Tax Rate (L17+L22) 39.3123%
24 Required Operating Income $ 878,006
25 Adjusted Fifth Year Operating Income (Loss) 3 476,146
26 Required Increase in Operating income (L.24 - 1.25) $ 401,860
27 Income Taxes on Recommended Revenue (Col. (D), L52) $ 551,945
28 Income Taxes on Fifth Year, Staff Adjusted Revenue (Col. (B), L52) $ 299,322
29 Required Increase in Revenue to Provide for income Taxes (L27 - L28) $ 252,623
30 Recommended Revenue Requirement 3 2,454,480
31 Uncollectible Rate (Line 10) 0.0000%
32 Uncollectibie Expense on Recommended Revenue (L24 * L25) $ -
33 Adjusted Fifth Year Uncollectible Expense $ -
34 Regquired Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $ -
35 Property Tax with Recommended Revenue $ 70,166
36 Property Tax on Fifth Year, Staff Adjusted Revenue $ 62,472
37 Increasee in Property Tax Due to Increase in Revenue $ 7,694
38 Total Required Increase in Revenue (L26 + L30 + L34+L37) $ 662,177
Calculation of Income Tax: Staff as Adjusted Recommended
39 Revenue $ 1,792,303 $ 662,177 $ 2,454,480
40 Operating Expenses Excluding Income Taxes $ 1,016,836 $ 7694 $ 1,024,529
41 Synchronized Interest (L47) $ - 3 -
42 Arizona Taxable Income (L.36 - L317- L38) $ 775,468 $ 1,429,951
43 Arizona State Income Tax Rate 6.9680% 6.9680%
44 Arizona income Tax (L39 x L40) $ 54,035 $ 99,639
45 Federal Taxable income (L33 - L35) $ 721,433 $ 1,330,312
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% $ 7,500 $ 7.500
47 Federal Tax on Second Income Bracket ($50,001 - $75,000) @ 25% $ 6,250 $ 6,250
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% $ 8,500 $ 8,500
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% $ 91,650 $ 91,650
50 Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% $ 131,387 $ 338,406
51 Total Federal Income Tax $ 245,287 $ 452,306
52 Combined Federal and State Income Tax (L35 + L42) $ 299,322 $ 551,945
53 Applicable Federal Income Tax Rate [Col. (D), L42 - Col. (B), L42] / [Col. (C), L36 - Col. (A), L36] 34.0000%
Calculation of Interest Synchronization:
54 Rate Base $ 10,975,072
55 Weighted Average Cost of Debt 0.00%

56 Synchronized Interest (L45 X L46) $ -



Double Diamond Utilities, Inc.
Wastewater Division

Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

Schedule CSB - WW2

Page 1 of 7

Per Per Per Per Per
Company Company Company Company Company Staff Staff
Year 1 Year 2 Year 3 Year 4 Year 5§ Adjustments Adjusted
Plant in Service $5,881,300 $8,076,580 $14,586,260 $16,085,100 $17,733,940 30 $17,733,940
Less:
Accum. Depreciation 111,736 362,840 764,887 1,305,869 1,885,365 56,522 A $1,941,887
| Net Plant $5,769,564 $7,713,740 $13,821,373 $14,779,231 $15,848,575 (356,522) $15,792,053 l
Less:
Advances in Aid of Constr (net of refunds) 0 0 0 ] 0 $0 $0
Meter and Service Line Adv (net of refunds) 0 0 0 0 0 0 0
Net Advances 30 $0 $0 $0 $0 $0 $0
Contributions In Aid of Construction (CIAC)
Treatment Capacity (Hook-up Fees) $ 3,660,000 $ 1,957,500 $ 4,005,000 $ 2,002,500 $ - % - $0
Net Other CIAC 0 2,535,813 4,810,958 6,809,890 8,275,231 (3,528,250) 4,746,981
Total CIAC $ 3,660,000 $ 4,493,313 § 8,815,958 $ 8,812,390 $ 8,275231 $ (3,528,250) $ 4,746,981
Less:
Customer Deposits $0 $70,000 $70,000 $70,000 $70,000 0 $70,000
[ Total Deductions $3,660,000 $4,563,313  $8,885,958  $8,882,390  $8,345,231  ($3,528,250) $4,816,981 |
Plus:
Cash Working Capital $0 $0 $0 $0 $0 $0 30
Materials and Supplies Inventory 0 0 0 0 o] 0 0
Prepayments 0 0 0 0 ] 0 0
Total Additions $0 $0 $0 $0 $0 $0 $0
Rate Base $2,109,564 $3,150,427 $4,935415  $5,896,841 $7,503,344 $3,471,728

Explanation of Adjustment:
A - Difference results from using the Staff recommended depreciation rates.
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Double Diamond Utilities - Wastewater Division Schedule CSB-WW3
Docket No. WS-20543A-07-0435 Page 10f 4
Test Year Ended: Fifth Year of Operation

(A} (B] [C] [D] [E]
STAFF
FIFTH YEAR STAFF FIFTH YEAR STAFF
LINE COMPANY FIFTH YEAR AS RECOMMENDED STAFF
NO. DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED
REVENUES:

1 Metered Water Sales 1,470,000 210,000 1,680,000 662,177 2,342,177
2 Effluent Revenue - 101,053 101,053 101,053
3 Other Operating Revenue 7,500 3,750 11,250 - 11,250
4 Total Operating Revenues 1,477,500 314,803 1,792,303 662,177 2,454,480
5

6 OPERATING EXPENSES:

7 Salaries and Wages $0 - - -
8 Sludge Removal Expense $76,718 - 76,718 76,718
9 Purchased Power, Pumping Equij $67,850 7,250 75,100 75,100
10 Sewage Treatment and Testing $0 - - -
11 Repairs and Maintenance $35,000 - 35,000 35,000
12 Office Supplies and Expense $0 - - -
13 Outside Services, Operations $230,000 - 290,000 290,000
14 Outside Services, Billing and Cus’ $21,000 3,000 24,000 24,000
15 Rents $0 - - -
16 Transportation Expenses $0 - - -
17 Insurance - General Liability $0 - - -
18 Depreciation & Amortization $398,027 55,518 453,545 453,545
19 Property Taxes $39,893 22,579 62,472 7,694 70,166
20 Income Taxes $211,913 87,409 299,322 252,623 $ 551,945
21 Total Operating Expenses 1,140,401 175,756 1,316,157 260,317 1,576,474

22 Operating Income (Loss) 337,099 139,047 476,146 401,860 878,006




Double Diamond Utilities, Inc. Schedule CSB - WW3
Wastewater Division Page 2 of 4
Docket No.: WS-20543A-07-0435

Test Year Ended: | Fifth Year of Operation

Per
Company Company Company Company  Company Staff Staff
Year 1 Year 2 Year 3 Year 4 Year 5 Adjustments Adjusted
Revenues:
Flat Rate Revenues $0 $210,000 $630,000 $1,050,000 $1,470,000 $210,000 A 1,680,000
Effluent Revenue $0 $0 $0 $0 $0  $101,053 B 101,053
Establishment Charges 0 7,500 7,500 7,500 7,500 3,750 A 11,250
Total Operating Revenue $0 $217,500 $637,500 $1,057,500 $1,477,500 $314,803 $1,792,303
Operating Expenses:
Salaries and Wages $0 $0 30 $0 $0 $0 $ -
Sludge Removal Expense 0 34,424 37,572 73,570 76,718 0 76,718
Purchased Power, Pumping Equip 0 19,700 34,750 53,350 67,850 7250 C 75,100
Sewage Treatment and Testing 0 0 0 0 4] 0 0
Repairs and Maintenance 2,000 5,000 15,000 25,000 35,000 0 35,000
Office Supplies and Expense 0 0 0 0 0 0 0
Outside Services, Operations 10,000 145,000 190,000 240,000 290,000 0 290,000
Outside Services, Billing and Cust Serv 0 3,000 9,000 15,000 21,000 3000 D 24,000
Rents 0 0 0 0 (o] 0 0
Transportation Expenses 0 0 0 0 0 0 0
Insurance - General Liability 0 0 4] 0 0 0 0
Depreciation Expense 111,736 251,104 363,860 428,888 398,027 55,518 E 453,545
Property Tax 22 22 22 12,239 39,893 22579 F 62,472
Income Tax 0 5,873 17,213 28,553 211,913 87409 G 299,322
Total Operating Expenses $123,758 $464,123 $667,417 $876,600 $1,140,401 $175,756 $1,316,157
|OPERATING INCOME/(LOSS) ($123,758)  ($246,623)  ($29,917) $180,900  $337,099 $139,047
Other income/(Expense):
419 Interest and Dividend Income $0 $0 $0 $0 $0 $0
421 Non-Utility income 0 0 0 0 0 0
427 Interest Expense 0 0 0 0 0 0
4XX Reserve/Replacement Fund Deposit 0 0 0 0 0 0
426 Miscellaneous Non-Utility Expense 0 0 0 0 0 0
Total Other income/(Expense) 30 $0 $0 $0 $0 $0
NET INCOME/(LOSS) ($123,758) ($246,623) ($29,917) $180,900 $337,099 $139,047
Explanation of Adjustment
A - Flatrate revenue:  $210,000 (250 additional customers x $70) x 12 months
Estab Charges $3,750 $15 (half of the $30 Establ Charge) x 250 additional customers

$213,750

B - Page 4.2 of the Stantec "Section 31 of the Ranch at White Hills CC&N Technical Support Water Wastewater, and Reclaimed Water"
report shows that the anticipated total daily demand in year 5 for effluent to be 92,286 gpd. Staff calculated the annual gallons by
mutiplying the daily amount by 365 days per year and dividing by 1,000 galions. The resulting number was multiplied by Staff's
recommended rate for effluent (which Staff set lower than the first tier of the potable water rate).

92,286 Anticipated total daily reclaimed water demand

divided by 1,000
92.286 Gallons in 1,000's
multiplied by 365 days

33,684 Annual gallons
multiplied by _$ 3.00 Staff proposed effluent rate
$101,053.17

C - To reflect the increase for 250 additional customers. Staff divided the $14,500 increase in pur pumping power for 500 customers by two
and added the resulting $7,250 to the purchased pumping power for the fifth year.

D - To reflect the increase for 250 additional customers. Staff multiplied the $1 monthly meter reading and billing rate by 250 customers
times 12 months. The resulting $3,000 was added to outside services (billing & cust serv) expense for the fifth year.

E - See Schedule CSB-WW3, page 3 for depreciation expense calculation.

F - See Schedule CSB-WW3, page 4 (column A, line 18) for property tax calculation.

G- See Schedule CSB-WW1, page 2 (column B, line 52) for income tax calculation.



Double Diamond Utilities, Inc. Schedule CSB - WW3
Wastewater Division Page 3 of 4
Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

e
[A] [B] [C] [D] [E]
Plant in Nondepreciable Depreciable Depreciation
Line | Acct. Service or Fully Depreciated Plant Depreciation Expense
No. No. |Description Per Staff Plant {Col A - Col B) Rate {Col C x Col D
1 351 Organization $ 51,000 $ 51,000 - 0.00% $ -
2 352 Franchises $ 8,500 $ 8,500 $ - 0.00% $ -
3 353 Land & Land Rights $ 100,000 $ 100,000 $ - 0.00% $ -
4 354 Structures & Improvements $ 3,240,000 $ - $§ 3,240,000 333% $ 107,892
5 355 Power Generation Equipment $ 96,000 $ - 8 96,000 5.00% $ 4,800
6 360 Collection Sewers - Force $ 360,000 $ - 8 360,000 2.00% $ 7,200
7 361 Coliection Sewers - Gravity $ 5,180,040 $ - & 5,180,040 2.00% $ 103,601
8 363 Services to Customers $ 1,080,000 % - $ 1,080,000 200% $ 21,600
9 364 Flow Measuring Devices $ 192,000 $ - 3 192,000 10.00% $ 19,200
10 365 Flow Measuring Installations $ - § - $ - 10.00% $ -
11 366 Reuse Services 3 18,000 § - 8 18,000 2.00% $ 360
12 367 Reuse Meters & Installation $ 14,400 $ - 8 14,400 8.33% $ 1,200
13 370 Receiving Wells 3 - 8 - 8 - 3.33% $ -
14 371 Pumping Equipment $ 432000 $ - 8 432,000 12.50% $ 54,000
15 374 Reuse Distribution Reserviors $ 720,000 $ - 8 720,000 250% $ 18,000
16 375 Reuse Transmission & Distribution Mains $ 1,176,000 § - $ 1,176,000 250% $ 29,400
17 380 Treatment & Disposal Equipment $ 4,080,000 $ - § 4,080,000 5.00% $ 204,000
18 381 Plant Sewers $ 960,000 $ - § 960,000 5.00% $ 48,000
19 382 Outfali Sewer Lines $ - § - 8 - 333% $ -
20  390.0 Office Fumiture & Fixtures, General $ 14,000 $ - 8 14,000 667% $ 934
21 390.1 Office Fumiture & Fixtures, Computing $ - 3 - 8 - 20.00% $ -
22 391 Transportation Equipment $ - 3 - $ - 20.00% $ -
23 392 Stores Equipment $ - § - 3 - 400% $ -
24 393 Tools Shop & Garage Equipment $ - 3 - 8 - 5.00% $ -
25 394 Laboratory Equipment $ - $ - 3 - 10.00% $ -
26 395 Power Operated Equipment $ - § - 8 - 5.00% $ -
27 396 Communication Equipment $ 3,000 $ - 8 3,000 10.00% $ 300
28 397 Miscellaneous General Equipment $ 9,000 $ - 8 $,000 10.00% $ 900
29 3$ -8 - 8 - 3 -
30 Total Plant $ 17,733,940 § 159,500 $ 17,574,440 $ 621,386
31
32 Composite Depreciation Rate (Depr Exp / Depreciable Plant): 3.54%
33 CIAC: $ 4,746,981
34 Amortization of CIAC (Line 32 x Line 33): $ 167,841
35
36 Depreciation Expense Before Amortization of CIAC: $ 621,386
37 Less Amortization of CIAC: _$ 167,841
38 Test Year Depreciation Expense - Staff: $ 453,545
398 Depreciation Expense - Company: $ 398,027
40 Staff's Total Adjustment: $ 55,518



Double Diamond Utilities - Wastewater Division
Docket No. WS-20543A-07-0435
Test Year Ended: Fifth Year of Operation

Schedule CSB-WW3
Page 4 of 4

[A] [B]

LINE STAFF STAFF

NO. |DESCRIPTION AS ADJUSTED RECOMMENDED
1 Staff Adjusted Fifth Year Revenues 1,792,303 1,792,303
2 Weight Factor 2 2
3 Subtotal (Line 1 * Line 2) 3,584,606 3,584,606
4 Staff Recommended Revenue 1,792,303 2,454,480
5 Subtotal (Line 4 + Line 5) 5,376,910 6,039,086
6 Number of Years 3 3
7 Three Year Average (Line 5/ Line 6) 1,792,303 2,013,029
8 Department of Revenue Mutilplier 2 2
9 Revenue Base Value (Line 7 * Line 8) 3,584,606 4,026,058
10 Plus: 10% of CWIP - -
11 Less: Net Book Value of Licensed Vehicles - -
12 Full Cash Value (Line 9 + Line 10 - Line 11) 3,584,606 4,026,058
13 Assessment Ratio 23.50% 23.50%
14 Assessment Value (Line 12 * Line 13) 842,382 946,124
15 Composite Property Tax Rate - Obtained from ADOR 7.4161% 7.416140%
16 Staff Fifth Year Adjusted Property Tax Expense (Line 14 * Line 15) 62,472
17 Company Proposed Property Tax 39,893
18 Staff Test Year Adjustment (Line 16 - Line 17) 22,579
19 Property Tax - Staff Recommended Revenue (Line 14 * Line 15) 70,166
20 Staff Fifth Year Adjusted Property Tax Expense (Line 16) 62,472
21 Increase in Property Tax Due to Increase in Revenue Requirement 7,694
22 Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 7,694
23 Increase in Revenue Requirement 662,177
24 Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23) 1.161862%
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Double Diamond Utilities, Inc. Schedule CSB-WW5
Wastewater Division

Docket No.: WS-20543A-07-0435

Test Year Ended: Fifth Year of Operation

Proposed Rates

Company Staff
Residential Service - Per Month $ 70.00

Effluent Sales’
Per 1,000 Gallons $ 3.00

"Not applicable to turf irrigation on medians and other common areas

Non-refundable Capacity (Hook-up) Fee - Per Residential Unit $ 1,500

Proposed Rates

Service Charges Company |  Staff
Establishment $30.00 $30.00
Establishment (After Hours) 60.00 60.00
Re-establishment of Service (Within 12 Months) (2) (2)
Reconnection (Delinquent) 60.00 60.00
Customer Deposit (3) (3)
Deposit Interest 6.00% 6.00%
NSF Check Charge 35.00 35.00
Late Payment Penalty (Per Month) 1.50% 1.50%
Deferred Payment (Per Month) 1.50% 1.50%
Main Extentions / Meter Relocation Cost (4) Cost (4)
Service Calls - Not Company Responsibility Cost (4) Cost (4)

Revenue Taxes & Assessments (5) 5



EXHIBIT §

Double Diamond Utilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435
October 4, 2007

Subject: All information responses should ONLY be provided in searchable PDF, DOC or
EXCEL files via email or electronic media.

14. Please provide a copy of the owners', Leonard and Susan Mardian,
resumes indicating 1) dates, titles(s) and companies with whom
he/she was/is employed, 2) any professional organizations of which
he/she is a member or officer, 3) educational background and
degrees earned, and 4) any other information relevant to his/her
professional career.

RESPONSE: Please see Exhibit 6 attached hereto and incorporated herein by
reference as though fully set forth verbatim

RESPONDENT: Applicant



Exhibit 6



Exhibit 6 to Double Diamond Utilities, Inc.’s

Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435

RESUME OF
LEONARD AND SUSAN MARDIAN

PERSONAL BACKGROUND

LEONARD MARDIAN

Certified Public Accountant (Inactive)

Self Employed Real Estate Developer — 40 Years

Graduated Reno High School, Renag, Nevada

Received BA in Business Administration Degree from University of Nevada, Reno — June 3, 1963

SUSAN MARDIAN
Self Employed Reai Estate Developer — 25 Years
Graduated High School — Kitchner Waterloo High School, 1976

CURRENT PROJECTS:

1) DEVELOPMENT OF TAVERN, 2 HOTELS, SELF STORAGE
6200 RAINBOW BLVD., LAS VEGAS, 2001 - Present

Acquired 5 acres of land at the Corner of Rainbow Blvd. at Sobb Avenue, received entitlements
for shopping center, tavern, fast food and miniwarehouse. Completed construction of the
Blackjack Lodge (Tavern) a 6,000 square foot 24 hour restaurant and bar, and a 60,000 square
foot Storage One Self Storage facility. The Mardian’s currently operate the Blackjack Lodge.

Received zoning entitlements for a 110 room hotel. Received Holiday Inn Express Franchise
approval from InterContinental Hotels Group, Inc. The Holiday Inn Express opened on February
9, 2007. The Mardians currently operate the Holiday Inn Express.

Purchased adjacent 2.5 acre parcel for construction of a second hotel of 151rooms. Received
zoning entitiements and approval from InterContinental Hotels Group, Inc. for a second franchise.

2) THE RANCH AT WHITE HILLS/MARDIAN RANCH
WHITE HILLS, ARIZONA, 2001 - Present

November 2001, Leonard and Susan Mardian originally acquired 31,000 Acres of Land in White
Hills, Arizona, 27 miles south of the Hoover Dam on Highway 93, one hour drive from Las Vegas
for development of a major residential Master Planned Community. Later acquired an additional
9,000 acres, including approximately 1,000 acres of commercial property along Highway 93.

A combined commercial, public facilities and 61,250 homes Master Plan has been approved by
Mohave County Pianning and Zoning and Board of Supervisors similar to Las Vegas Master
Planned Communities. In conjunction therewith, Water Approvals for a total of 48,000 homes
have been obtained. This plan has three separate development areas:



Exhibit 6 to Double Diamond Utilities, Inc.’s

Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435

Resume - Leonard and Susan Mardian
Page Two

3)

4)

5)

6)

Area # of Acres # of Homes
The Ranch at White Hills 5,800 23,000
The Ranch at Temple Bar 1,760 5,500
The Mardian Ranch and

The Ranch at Red Lake 17,800 32,750
Total: 25,360 61,250

Planning and design of the first 640 acres is in process to construct 2,500 home sites including
commercial and public facilities.

PURCHASE AND RENOVATION OF OFFICE BUILDING
9510 W. SAHARA AVENUE, LAS VEGAS, APRIL 2006

Purchased a 20,000 Square Foot 2 Story Office Building at Sahara Avenue and Ft. Apache Road.
Renovated the building, and now have our Corporate headquarters located on the first floor.
Leased the balance of the building.

DEVELOPMENT OF 10 ACRE SHOPPING CENTER SITE
BERMUDA RD AT CACTUS AVE., LAS VEGAS, 1999 - Present

Acquired 10 acres of land at the Northeast Comner of Bermuda Road at Cactus Avenue, received
entitements for shopping center, tavern, convenience store and miniwarehouse. Completed
construction of the Hurricane Tavern, a 65,000 square foot Storage One Self Storage Facility,
and a Fast Food building, leased to Roberto’s Tacos.

Currently constructing a $50,000,000 condominium project on this site, with 100 units, 3-story
building over parking structure, named Milano Residences. Anticipated completion in 2008.

DEVELOPMENT OF 5 ACRE SHOPPING CENTER SITE
DECATUR BL. AT HACIENDA, LAS VEGAS, 1998 - Present

Acquired 5 acres of land at the Southwest Corner of Decatur Blvd. at Hacienda Avenue, received
zoning entittements for shopping center, tavern, and convenience store. Completed all offsite
improvements, then constructed Shopping Center including PT's Pub. Sold convenience store
site. Constructed a fast food pad building for Dairy Queen and Roberto’s Tacos. Completed
construction of two Office/R&D buildings on the property. Later sold all properties.

DEVELOPMENT OF 5 ACRE SHOPPING CENTER SITE
DECATUR BL AT RENO AVE, LAS VEGAS, 1998

Acquired 5 acres of land at the Northwest Corner of Decatur Blvd. at Reno Avenue, received
zoning entitiements for shopping center, tavern, and convenience store. Completed all offsite
improvements, and built the O’Aces Tavern. Became a limited partner in Convenience Store at
comer (CityStop.) Later sold all properties.



Exhibit 6 to Double Diamond Utilities, Inc.’s

Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435

Resume -~ Leonard and Susan Mardian
Page Three

7)

8)

9)

10)

11)

12)

DEVELOPMENT OF AUTOMOTIVE CENTER
SPRING MOUNTAIN ROAD AT LINDELL, LAS VEGAS, 1998

Acquired land near the Northeast Corner of Spring Mountain Road near Lindell Avenue, received
zoning entitlements for automotive center, and convenience store. Completed offsite
improvements and completed construction of Automative/Retail building. Leased all buildings
and sold the property in 2003.

DEVELOPMENT AND SALE OF SELF STORAGE FACILITY
AUSSIE SELF STORAGE SPARKS, NEVADA, 1997

Acquired land, received zoning entittements and constructed a 43,000 square foot Self Storage
Facility. Sold the property in 1998.

CONVERSION OF OFFICE BUILDING TO SELF STORAGE FACILITY
IRVINE, CALIFORNIA, 1996

Acquired a 43,000 square foot office building with 5.6 acres of land. Received zoning
entitlements to convert existing building to a Self Storage Facility and additional entitlements for
140,000 square feet of new buildings. Completed conversion and operated facility for 9 months.
Sold project to Shurgard Seif Storage.

PURCHASE AND SALE OF IMPERIAL CANYON SHOPPING
CENTER ANAHEIM HILLS, CALIFORNIA, 1995

Purchased and refurbished an existing 43,000 square feet Shopping Center for $4,300,000.
Increased the value of the property by leasing additional space, refurbishing the center, including
paving, painting and improvements. Sold the center within 9 months of acquisition for $5,500,000

FINISHED HOME LOTS, RAINBOW POINTE
LAS VEGAS, 1994

Received zoning entitlements, subdivided and managed the planning and development of 234
finished lots on 34 acres of land, including offsite improvements. Represented Seller in the sale
of finished lots to Kaufman and Broad.

WAL-MART AND SAMS CLUB SHOPPING CENTER
LAS VEGAS, 1991 - 1993

Development of a 53 acre Shopping Center, SWC of Rainbow Bivd. at Spring Mountain Read.
Value of over $40,000,000. Including the following tenants: Wal-Mart, Sam’s Club, International
House of Pancakes, Sizzler, TCBY and Cleaners, and 80,000 square feet of in-line space, and
Offices. Development responsibilities included the following: negotiated leases with Wal-Mart,
in-line and pad tenants, negotiated the sale of land to Sam’s Club negotiated construction
contracts and obtained financing.
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13)

LEONARD MARDIAN PREVIOUS DEVELOPMENTS
CALIFORNIA/NEVADA, 1960 - 1991

Leonard Mardian developed hotels including the Holiday Inn in Walnut Creek, California and the
Sheraton Hotel in Concord, California. Leonard Mardian purchased the land, obtained zoning,
constructed, operated and later sold the hotels. Leonard Mardian developed Apartment
Complexes in San Diego, Reno, and the San Francisco Bay Area. He also developed Self
Storage Facilities in San Diego and Concord, California.



Double Diamond Utilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435
October 4, 2007

Subject: All information responses should ONLY be provided in searchable PDF, DOC or
EXCEL files via email or electronic media.

RESPONSE:

Has Double Diamond Utilities, Inc. and/or any of their respective
affiliated/associated entities been accused of allegations of political
corruption (including but not limited to campaign violations and
election law violations); allegations of construction violations;
allegations of misconduct; and filings at administrative hearings, at
the local, state, or federal agencies, including at the Federal
Elections commission, Registrar of Contractors, or any violations of
law? If so, please provide a comprehensive list of all
affiliated/associated individuals and entities that have been accused
of the above mentioned allegations; the litigation history; and. the
individual case disposition.

There is a single instance, whereby affiliated entities of Double
Diamond Utilities, Inc. have worked with, and successfully
resolved issues with the Arizona Department of Real Estate. In
short, Double Diamond affiliates identified a potential issue with
the Department of Real Estate and brought the problem to the
Department's attention. This fully approved/authorized consent
decree addressed all of the outstanding issues, and has been
attached for your information as Exhibit 3 and is hereby
incorporated herein by reference as though fully set forth verbatim.

The affiliated entities identified in the consent decree include
Gateway Lots, LLC and Flannery & Allen, LLC.

Within the "FINDINGS OF FACT" determinations of this decree,
there are numerous mitigating circumstances which are specifically
identified which make this decree unique. As a result, a consent
decree was initiated to fully address and resolve the issues
identified.

Of significant importance is the Arizona Department of Real Estate

consent decree "FINDING OF FACT" determination #3, which
verifies these instances and reads as follows:

3. As mitigating circumstances, Respondents note the following:

a. The Matter was initiated as a result of the notice and
information provided by Respondents to the Department. To date,

EXHIBIT 6



Double Diamond Utilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435
October 4, 2007

Subject: All information responses should ONLY be provided in searchable PDF, DOC or
EXCEL files via email or electronic media.

RESPONDENT:

the Department has received no complaints from any prior
purchasers of the Lots from Respondents.

b. As soon as Respondents learned of their potential
non-compliance with Department of Real Estate requirements,
Respondents met with and notified Department representatives
and sought to comply with all applicable requirements.

c¢. In cooperation with the Department, Respondents
produced copies of the deeds, related documents and information
concerning Respondents' previous acquisitions, sales and/or
transfers of the Lots.

d. Additionally, Respondents have voluntarily suspended
lot sales in the Properties pending resolution of the Matter.

e. Prior to entry of this Consent Order, Gateway diligently
worked in cooperation with Department representatives to
complete and file an application for a subdivision public report
for lots located within Gateway Acres Tract 1, Gateway Acres
Tract 2, Gateway Acres Tract 7 and Gateway Acres Tract 8.

f. F & A has filed an application for a subdivision public
report for lots located with the Flannery & Allen Tract 33-27-20.

Applicant



Exhibit 3
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Arizona Department of Real Estate
2910 North 44ih Street, Suite 100
Phoenix, AZ 85018

Telephone: {602) 468-1414
Facsimile: (602) 468-0562

BEFORE THE ARIZONA DEPARTMENT OF REAL ESTATE

In the matter of the subdivision violations of:
06F-SD-699

GATEWAY LOTS, LLC, a Nevada limited liability
company and FLANNERY & ALLEN, LLC, a Nevada CONSENT ORDER
limited liability company,

Respondents.

The Arizona Department of Real Estate (“Department’) has investigated certain
allegations of violations by GATEWAY LOTS, LLC, a Nevada limited liability company and
FLANNERY & ALLEN, LLC, a Nevada limited liability company (collectively “Respondents”) of
the laws of this state pertaining to the acquisition, advertisement, division and/or sale of lots
and parcels (collectively the “Lots”) by Respondents and/or managers located in five (5)
subdivisions within Mohave County, Arizona, more particular described as Flannery & Allen
Tract 33-27-20, Gateway Acres Tract 1, Gateway Acres Tract 2, Gateway Acres Tract 7 and
Gateway Acres Tract 8 (Collectively “the Properties”). Such review and/or investigation and
the underlying subject matter thereof, including all acquisitions, advertisements, divisions,
sales and/or transfers of lots in the Properties are hereinafter collectively referred to as the
“Matter’. The Department has sufficient grounds to charge all Respondents with violations of
A.R.S. §32-2181 et. seq., to order them to cease and desist from selling or offering to sell lots
or parcels located within the Development pursuant to A.R.S. §§32-2154 and 32-2183 (1), and
to assess civil penalties pursuant to A.R.S. §32-2185.09. _

Respondents have been informed of their right to receive written notice of the charges
against them and to a hearing to contest those charges pursuant to A.R.S. §41-1092, et seq.,

to present evidence and be represented by an attorney. In order to settle this matter,

|| Respondents hereby stipulate that the following Findings of Fact are true, and consent to the
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entry of the following Conclusions of Law and Order.
FINDINGS OF FACT
1. At all material times, GATEWAY LOTS, LLC (*Gateway”) was a Nevada limited fi-

ability company with a principal place of business at 4132 S. Rainbow Bivd., PMB 324, Lag
Vegas, Nevada 89103.

2. At all material times, FLANNERY & ALLEN, LLC (“F&A") was a Nevada limited liabil
ity company with a principal place of business at 4132 S. Rainbow Blvd., PMB 324, Las Vegas,
Nevada 89103.

3.  As mitigating circumstances, Respondents note the following:

a. The Matter was initiated as a result of the notice and information provided by Re
spondents to the Department. To date, the Department has received no complaints from any
prior purchasers of the Lots from Respondents.

b. As soon as Respondents learned of their potential non-compliance with Depart
ment of Real Estate requirements, Respondents met with and notified Department representa;
tives and squght to comply with all applicable requirements.

c. In cooperation with the Department, Respondents have produced copies of the
deeds, related documents and information conceming Respondents’ previous acquisitions,
sales and/or transfers of the Lots.

~ d. Additionally, Respondents have voluntarily suspended lot sales in the Properties
pending resolution of the Matter.

e. Prior to entry of this Consent Order, Gateway diligently worked in cooperation
with Department representatives to complete and file an application for a subdivision public re
port for lots located within Gateway Acres Tract 1, Gateway Acres Tract 2, Gateway Acres
Tract 7 and Gateway Acres Tract 8. .

f. F&A has filed an application for a subdivision public report for lots located with
the Flannery & Alien Tract 33-27-20.

Flannery & Allen Tract 33-27-20 transactions

4. As of October 7, 2005, there was no record with the Department of any receipt of of
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application for a public report by F&A, covering the Flannery & Allen Tract 33-27-20.

5. Between January 2004 and September 2005, F&A owned and offered for sale, sold
or transferred various lots in the Flannery & Allen Tract 33-27-20 without notifying the Depart
ment of the intention io offer or sell lots and without a public report.

Gateway Acres Transactions

6. As of June 25, 2002, there was no record with the Department of any receipt or of
application for a public report by Gateway covering lots within Gateway Acres, Tract 1.

7.  Asof June 5, 2005, there was no record with the Department of any receipt or of ap-
plication for a public report by Gateway covering lots within Gateway Acres, Tract 2.

8. As of June 30, 2005, there was no record with the Department of any receipt or of
application for a public report by Gateway covering lots within Gateway Acres, Tract 7.

9. As of May 16, 2005, there was no record with the Department of any receipt or of
application for a public report by Gateway covering lots within Gateway Acres, Tract 8.

10. Between May 2002 and June 2005, Respondents owned and offered for sale, sold
and/or transferred various lots and parcels located within Gateway Acres Tract 1, Gateway
Acres Tract 2, Gateway Acres Tract 7, and Gateway Acres Tract 8 without notifying the De-
partment of the intention to offer and sell, and without a public report.

CONCLUSIONS OF LAW

1.  The Department has jurisdiction in this matter.

2. Pursuant to A.R.S. §32-2153.01, the Commissioner may enter a Consent Order
upon agreement of the parties that includes terms to which the parties agree and which the
Commissioner deems appropriate.

3. Respondents, by actions as described in the Findings of Fact, purchased, owned of
had an ownership interest in subdivided lands within the meaning of A.R.S. §32-2101 (55)(a).

4. Respondents, through actions as described in the Findings of Fact, offered for sale,
sold or transferred various lots within the Properties without first notifying the Commissioner in
writing of the intent to do so, in violation of A.R.S. §32-2181 (A).

5. Respondents, through actions as described in the Findings of Fact, sold various lotg
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within the Properties without first obtaining a public report from the Commissioner, in violation
of A.R.S. §32-2183 (F).

6. Respondents, through actions as described in the Findings of Fact, sold various lots
within the Properties without clearly and conspicuously disclosing the purchaser’s right to re-
scind the agreement for sale within the seven (7) day time limit provided by statute, in violation
of A.R.S. §32-2185.01 (D) and A.A.C. R4-28-804.

7. Respondents, through actions as described in the Findings of Fact, sold various lots
within the Properties without clearly and conspicuously disclosing the purchaser’s right to re-
ceive a copy of the public report and the purchaser’s right to rescind the agreement for sale, in
violation of A.R.S. §32-2185.06 and A.A.C. R4-28-803.

8. Respondents, through actions as described in the Findings of Fact, various lotg
within the Properties without obtaining a public report receipt from lot purchasers, in violation of
A.A.C. R4-28-805.

9. None of the sales or offers for sale by Respondents were exempt from the public re-
port requirement or any other provision of A.R.S. §32-2181, et seq.

10. Grounds exist under A.R.S. §32-2154 for the Commissioner to prohibit the offer fof
sale, sale or transfer of the subdivided lands referenced herein until such time as the Commis-
sioner has issued a public report or exemption order, and to issue any other orders the Com
missioner deems necessary to protect the public interest and ensure compliance with Ari-
zona's subdivision laws, pursuant to A.R.S. §32-2183 (I).

11.  Grounds exist to require Respondents to reimburse the Department for its investiga
tive expenses pursuant to A.R.S. §32-2183.01 (H).

12. Grounds exist to assess civil penalties of One Thousand Dollars ($1,000.00) per vio
lation against Respondents pursuant to A.R.S. §32-2185.09.

ORDER
NOW, THEREFORE, IT IS ORDERED THAT: ,
The Matter is conclusively settled and resolved as against Respondents and their

members and manager, in accordance with the following terms and conditions:
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CEASE AND DESIST

1. Respondents shall cease and desist from selling, offering for sale, transferring of
conveying any parcel or fractional interest in the Properties until Respondents demonstrate
compliance with all applicable statutes and rules, and all orders contained herein.

CIVIL PENALTY

2. Respondents are assessed a civil penalty of Forty Five Thousand Dollarg
($45,000.00), jointly and severally, due and payable with the return of the Consent Ordei
signed by Respondents. The payment shall be in the form of a cashier's check or money order
payable to the Arizona Department of Real Estate.

GRANT TO EDUCATION FUND

3. Respondents shall contribute Thirty Thousand Dollars ($30,000) to the Department's
Education Fund as a grant to be used for educational publications and for such other
educational efforts that the Commissioner deems proper for the guidance of licensees and the
public pursuant to A.R.S. § 32-2107(D). The payment shall be in the form of a cashier's check

or money order made payable to the Arizona Department of Real Estate Education Fund.

RESCISSION/PUBLIC REPORT

4. Respondents shall, within forty-five (45) days of the entry of this Order, submit to the
Department’s Compliance Officer (“Compliance Officet”) copies of the rescission letters pro-
vided by Respondents to lot purchasers, together with proof that Respondents mailed or deliv{
ered the letters to each purchaser as described above. Purchasers shall have been given nof
less than ninety (90) days after receipt thereof to accept the offers to rescind their purchases.

5. Before offering for sale, selling or transferring any lot or parcel other than to effect
rescission as provided in this Order, Respondents, individually or with the other Respondents
shall, within sixty (60) days of the entry of this Order, obtain approval from the Department of
Respondents’ pending applications for public reports for the Properties pursuant to A.R.S. §32-

2181, et seq., that covers all parcels, lots or tracts owned by Respondents.

6. Extensions of the deadlines set forth above may only be granted upon good cause

and the express written consent of the Compliance Officer.
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lor officer of this State, or subdivision thereof, from instituting other civil or criminal

ENFORCEMENT OF CONSENT ORDER

7. If the Commissioner determines that Respondents have failed to comply with any
term or deadline of this Order, the Commissioner may commence additional disciplinary or
other proceedings that the Commissioner deems appropriate in any court or before any
tribunal of proper jurisdiction, and seek such orders as are necessary to enforce this Order and

compel compliance.

RECORDING OF CONSENT ORDER
8. This Consent Order shall be recorded in the office of the Mohave County Recorder,

pursuant to the provisions of pursuant to A.R.S. §32-2183.02.

9. Any publication or release concerning this Consent Order or the Matter shall include

all of the mitigating factors contained in the Findings of Fact.

ad
DATED this £Z ‘day of /@ e, 2006.

/

/ & 2w,
ELAINE RICHARDSON, Commissioner
Arizona Real Estate Department

CONSENT TO ORDER
1. Respondents hereby acknowledge reading the foregoing Findings of Fact,

Conclusions of Law and Order, are aware of the rights to an administrative hearing in this
matter to present evidence, and have waived same.

2. Respondents admit the jurisdiction of the Department, admit the foregoing Findings
of Fact, and consent to the entry of the foregoing Conclusions of Law and Order.

3. Respondents state that no promises were made outside of this Consent Order to
induce entering into this Consent Order and declare that Respondents entered into this
Consent Order voluntarily.

4. Respondents acknowledge that acceptance of this Consent Order is to settle the

specific allegations by the Department in this matter and does not preclude any other agency

proceedings as may be appropriate in the future.
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5. Respondents hereby waive all rights to challenge the Commissioner’s Findings of
Fact, Conclusions of Law and Order on appeal, to the Commissioner or any court or other
tribunal, and agree to be bound by this Consent Order.

6. Respondents acknowledge and agree that, although the Consent Order has not
yet been accepted by the Commissioner, upon signing this Consent Order and returning this
document (or a copy thereof) to the Department, Respondents may not revoke acceptance
of the Consent Order. Respondents may not make any modifications to the document. Any
modification to this original document are ineffective and void unless mutually approved by
the parties.

7. Respondents agree to comply with all the terms and meet all the deadlines in this
Consent Order, and that failure to do so may result in the Department filing this Consent
Order with the superior court and obtaining a recordable judgment. Respondents agree not
to oppose any such action taken by the Department.

8. Respondents agree to be available to testify fully and truthfully in any other

enforcement proceedings brought by the Department resulting from this case.

Dated: W /7 ,2006. By m Mg ar

M\M&?/O\/ (Title)
GATEWAY LOTS, LLC,
a Nevada Limited Liability Company, Respondent

Dated: du—;m/f /7 , 2006. By éba.ﬂ») Merdca

Waragtn (Title)
FLANNERY & ALLEN, LLC,
a Nevada Limited Liability Company, Respondent
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APPROVED BY THE MEMBERS AND MANAGERS OF RESPONDENTS

Dated: &W / 7 , 2006 g___/é/(./—w’-——\.,

LEONARD MARDIAN

Dated: é'wg/zwt /7 2006 /(vﬁuw /7( ardes

~ SUSAN MARDIAN

Dated: MM_H_’_ 2006 WMMM
LORI MARDIAN-WILLIAMS
/4

R 174
APPROVED AS TO FORM: (” ) //
’ ’,f
| ™ Michael T. Denious, Esq.

Stoops, Denious, Wilson & Murray, PLC
350 E. Virginia Ave., Ste. 100

Phoenix, Arizona 85004

Attorney for Respondents

COPY of the foregojng sent via U.S. Mail
thi _day o{j 21{4%%43 ;{j , 2008, to:

Gateway Lots, LLC Stoops, Denious, Wilson & Murray, PLC
Flannery & Allen, LLC Michael T. Denious, Esq.

4132 S. Rainbow, PMB 324 350 E. Virginia Ave., Ste. 100

Las Vegas, Nevada 89103 Phoenix, Arizona 85004

Respondents Attorney for Respondents

COPY of the foregoing-gelivered this
nd  dayof ) , 2006 to:

Arizona Department of Real Estate

Tom Adams, Director, Regulations

Mike Wheeler, Deputy Director, Administrative Actions Division
Roy Tanney, Director, Development Division

Eleni Katerelos, Compliance Officer

Admin. Actions for Real Estate Bulletin

2910 North 44" Street

Phoenix, AZ 85018
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- Commissioner won't explain land deal

LAS VEGAS

- Boggs McDonald got $100,000 loan from developer whose

business benefited from her votes

- By Tony Cook, Las Vegas Sun

¢ Las Vegas Sun

Less than six months after helping to obtain a 2005 zoning change for a local

-~ hotel developer, Clark County Commissioner Lynette Boggs McDonald
_acquired 4.7 acres of land from the same developer\m)the omtown of White

Hills, Ariz.

' The sale price: $125,000. The catch: The developer loaned her $100,000 to
- make the purchase.

Boggs McDonald never disclosed the loan on her financial disclosure forms,
even though state law requires candidates to reveal loans of more than $5,000.

Moreover, Boggs McDonald voted on a liquor and gaming issue involving a

And there is another financial link between the commissioner and the

~ developer. Over the past two years, Mardian has donated $11,500 to Boggs
McDonald's campaign.

Boggs McDonald did not return phone calls for this story. Her campaign
referred The Sun to attorney John Mowbray, to whom the Sun posed a list of
questions Wednesday afternoon. As of Thursday evening, Mowbray said he
had no information about the land deal.

In October 2004, Mardian wanted to build a 144-room full-service Holiday Inn
on five acres that she owned on the 6200 block of South Rainbow Boulevard.

http://www.lasvegassun.com/sunbin/stories/sun/2006/sep/22/566643490.html
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"Part of our Holiday Inn franchise agreement requires us to build two hotels,"
Mardian explained in a letter to the county. "One limited-service and one full-
service."

Zoning at the site, however, allowed only single-family residences on half-acre
lots. Mardian wanted the property zoned for general commercial, which would

- permit the construction of the Holiday Inn - and, in so doing, probably raise the

The nearest similar facility was seven miles away, and the proposed four-story
Holiday Inn would be close to Mardian's BlackJack Lounge. The Mardian family

- already had received approval to build a Holiday Inn Express just south of the

SERVICES

proposed full-service hotel.

Mardian also asked that the usual requirement for separation between the
roadway and sidewalk be set aside because adjacent properties had sidewalks
abutting the street.

County staff recommended approval of Mardian's request. The commission
approved the zoning change on Jan. 19, 2005.

Although the board's policy stipulates that the commissioner whose district
encompasses the zoning change request should be the one to propose such
an action, that did not happen in this case.

The Holiday Inn site is in Commissioner Rory Reid's district, but Reid abstained
from voting because the Mardian family was a client of his law firm.

Instead, Boggs McDonald made the motion to grant Mardian's request. It
passed with five votes, with Reid abstaining and Commissioner Yvonne
Atkinson Gates absent.

Months before the vote, Mardian had given $5,000 in campaign contributions
to Boggs McDonald in 2004. Then, three weeks before Mardian wrote to the
county about the zoning issue, she gave Boggs McDonald an additional $2,500
contribution. A month before commissioners voted, Mardian contributed
another $1,000. And Boggs McDonald's campaign received another $3,000
from Mardian during the last quarter of 2005, raising the two-year total to
$11,500.

The Mardian family did not return calls.

Less than six months after the zoning vote, Boggs McDonald entered into a
financial agreement in the spring of 2005 with the Mardian family.

Mardian and her husband, Leonard Mardian, also are developing a 25,000-
acre master planned community in White Hills, Ariz. The development sits
about 30 miles south of the Hoover Dam near the Nevada-Arizona border and,
after the completion of the Hoover Dam bypass, is envisioned as a bedroom
community of Las Vegas, 60 miles to the northwest.

Through their development company, the Mardians sold 4.7 acres to LSAR
LLC, an entity controlled by Boggs McDonald and her husband, Steven
McDonald, according to Mohave County, Ariz., property records.

http://www.lasvegassun.com/sunbin/stories/sun/2006/sep/22/566643490.html
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The sale price was $125,000, according to an affidavit of property value filed
with Mohave County.

The affidavit also reveals that the sale was financed with a loan from the seller
- the Mardians' company.

According to the deed of trust, the loan was for $100,000. The interest rate and
terms of the loan were not disclosed. The affidavit's space for details about the
down payment also is blank, raising the question of where the additional
$25,000 came from - or whether, in fact, the money was paid at all.

In May 2006, Boggs McDonald filed a financial disclosure form with the
Nevada secretary of state. She listed the White Hills property, but did not
mention the Mardians .

Under Nevada law, public officers must disclose any creditor to whom they or a
member of their household owe more than $5,000, including debt secured by a
deed of trust for real estate other than a personal residence.

Boggs McDonald's path again crossed that of the Mardians last month when
she voted to approve a top employee designated to represent the BlackJack
Lounge before the state liquor and gaming boards.

Although the vote was a routine one and occurred as part of the board's
consent agenda - a list of items that commissioners approve with one vote -
Boggs McDonald failed to disclose any financial ties to the tavern's owners.

Nevada ethics laws require a public officer to disclose any gifts or loan
received from someone before voting on any matter involving that person.

Tony Cook can be reached at 259-2320 or at tony.cook@lasvegassun.com.

Problems or questions?
Read our policy on privacy and cookies.
All contents © 1996 - 2007 Las Vegas Sun, Inc.
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EXHIBIT 8

Double Diamond Ultilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435
October 4, 2007

Subject: All information responses should ONLY be provided in searchable PDF, DOC or
EXCEL files via email or electronic media.

13. Please describe any and all mechanics, tax or other liens that have
been assessed against any of the affiliated/associated entities or the
directors and officers of Diamond Utilities, Inc.

RESPONSE: See Exhibit 5 attached hereto and incorporated herein by reference
as though fully set forth verbatim.

RESPONDENT: Applicant
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Exhibit 5 -- Double Diamond Utilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435

PERSONAL:

A Two Internal Revenue Service Facsimile Federal Tax Lien Documents were filed against Mr.
Leonard Mardian for the same tax period of 12/31/1986. While the tax period was the same for both
liens, the amounts differed by $10.00 and as is evidenced by Exhibit A attached hereto and incorporated
herein by reference, were served at two different times. Both liens reflect that these liens were “Self-
released” and therefore have been completely satisfied by Mr. Mardian. Finally, Mr. Mardian's Social
Security number is deemed propriety and therefore has been redacted from the documents attached as
Exhibit A.

B. On or about November 7, 2007, the State of Arizona issued a Notice of State Tax Lien in the
original amount of $389.23 against Mr. and Mrs. Mardian. Mr. and Mrs. Mardian were unaware that any
such sums were due. As soon as Mr. and Mrs. Mardian were made aware of this lien, they immediately
forwarded check number 10846 in the amount of $989.23 to the State of Arizona to fully resolve this
matter. On or about June 13, 2006, the Notice of Intent to Release Lien was forwarded to Mr. and Mrs.
Mardian. A copy of the lien, cancelled check satisfying the lien, and the notice of intent to release lien is
attached hereto as Exhibit B and incorporated herein by reference as though fully set forth verbatim.
Finally, Mr. and Mrs. Mardian’s Social Security numbers are deemed propriety and therefore have been
redacted from the documents attached as Exhibit B.

BUSINESS:
Rainbow Hotel, LLC.

Dayside, Inc. was the general contractor for the Holiday Inn Express (“HIE”) located at 6220 South
Rainbow Boulevard, Las Vegas, Nevada. HIE is owned and operated by Rainbow Hotel, LLC
(“Rainbow"). Four liens were recorded during the construction of this Project: It is Rainbow’s position that
Dayside, Inc. failed to: (i) properly manage the project; (ii) failed to finish the project pursuant to its
contract with Rainbow; and (iii) forced Rainbow to hire another general contractor to complete the
project. The following liens were recorded against this project:

C. Sorensen Construction recorded a lien in the amount of $15,585.89 on or about November 14,
2006. Said lien was released on or about January 24, 2007. See, Exhibit C attached hereto and
incorporated herein by reference as though fully set forth verbatim.

D. American Asphalt & Grading Co. recorded a lien on or about January 8, 2007 in the amount of
$10,750.00. Said lien was released on or about January 22, 2007. See, Exhibit D attached hereto and
incorporated herein by reference as though fully set forth verbatim.

E. Las Vegas Paving Corporation recorded a lien on or about January 16, 2007 in the amount of
$14,635.03. Said lien was released on or about January 30, 2007. See, Exhibit E attached hereto and
incorporated herein by reference as though fully set forth verbatim.

F. Dayside, Inc. recarded a lien on or about May 4, 2007. The validity and the amount of said lien is
being challenged.



Exhibit 5 -- Double Diamond Utilities, Inc.’s
Responses To Staff's First Set
Of Data Requests To
Docket No. WS-20543A-07-0435

Milano Residences, LLC.

Dayside, Inc. was the original general contractor for a project called Milano Residences, LLC (“Milano”) —
a one hundred unit condominium development currently under construction and located at 430 East
Cactus Avenue, Las Vegas, Nevada. [t is Milano’s position that Dayside, Inc. failed to properly manage
the Milano project and failed to finish the project pursuant to its contract with Milano. Subsequently,
Milano has been forced to hire another general contractor to complete the Milano project. The following
liens were recorded against this project:

G. On or about May 10, 2007, Dayside, Inc. recarded two liens in the identical amount of $381,661.40 on
two parcels of land owned by Milanc Residences, LLC. The validity and amounts of both liens are
being challenged. See, Exhibit G attached hereto and incorporated herein by reference as though
fully set forth verbatim.

H. On or about May 17, 2007 Peri Formwark Systems, Inc. recorded a lien in the amount of $23,370.77.
On or about September 27, 2007, Peri Formwork Systems, Inc. forwarded an Amended Lien. The
validity and amount of Peri Formwork Systems, Inc.’s lien and/or amended lien is being challenged.
See, Exhibit H attached hereto and incorporated herein by reference as though fully set forth
verbatim.

The above represent those liens (existing and prior) of which the entities and individuals are aware. The
Company and/or its affiliations have performed a due and diligent search of appropriate county records to
determine any additional liens. However, the Company hereby reserves its right to supplement this
response as new and/or additional information becomes known to the Company.
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2692 COURT RECORDING DATA

________________________________________ +_._-,.___,_-,_.-..._._._‘h.,._\...,... o i e e VR W o A e e s e o e
INTERNAL REVENUE SERVICE Lien Recorded : 02/20/1991 - 00:00A4
FACSIMILE FEDERAL TAX LIEN DOCUMENT Recording Number:
UCcC Number :
Liber : 91 02 20
Page : 0953
**xSelf-released**
———————————————————————————————————————— +.._.._........-_..._.._.-..._...-—.._--_..._..___..._.._._..._..._
District: Sacramento | IRS Serial Number: 685104014

M G e e e e e A e ke mm A e e B e e M e e e e e e e G me b R e e o e L m mmve o wm em em A v e e e e v ww A = Am e A WA MR em e e e W R e e e e e e

This Lien Has Been Flled in Accordance w1th
Internal Revenue Regulation 301.6323(f) -

Name of Taxpayer
LEONARD K MARDIAN

Residence :
2443 FAIR OAKS BLVD 323
SACRAMENTO, CA 95825-7684
wWith respect to each assessment below, unless notice of lien
is refiled by the date in column(e), this notice shall constitute
the certificate of release of lien as defined in IRC 6325(a).

R e e e e i oo
Form Period ID Number Assessed Refile Deadline | Unpaid Balance
(a) (b) {c) (d) (e) (£)

____________________________________________ o e e e e e e e
6672 12/31/1986 m 03/27/1989 _ 04/26/1999 59680.50

- m e e e e e e em e e e W e W A e AR A e Wt M eu e R W e M M R e T e S TR A wA T M wm e e e v e e e e e e e A e e an e A v me A G e e M e e M e e e e

Filed at: COUNTY RECORDER
SACRAMENTO COUNTY Total | $ 53680.50
SACRAMENTO, CA 95812
This notice was prepared and executed at Sacramento, CA
on thisg, the 1l3th day of February, 1991.
Authorizing Official: Title:
N. J0OPOLSKY REVENUE OFFICER 68-01-3432



2692 COURT RECORDING DATA

———————————————————————————————————————— +—--.————~-u—--........-—-—-.............._...._.........___&.
INTERNAL REVENUE SERVICE Lien -Recorded : 06/14/1993 - 00:00A
FACSIMILE FEDERAL TAX LIEN DOCUMENT Recording Number: 05284

UCC Number :

Liber : 930614

Page :

**Zelf-released**
---------------------------------------- [ il B R i il I
District: Reno | IRS Serial Number: 889321339

- i ey . . W e o Wb e e M e e WS b e We tm e W A o e mp A e em T v e 0w e e e 4w A M e M e e e v em W G e WA e mm o ms ok m rm SN L e e = v AW SR M e A e

This Lien Has Been Filed in Accordance with
Internal Revenue Regulation 301.6323(f)-

Name of Taxpayer
LEONARD K MARDIAN

Regidence :
8099 PINNACLE PEAK AVE
LAS VEGAS, NV 89113
With respect to each assessment below, unless notice of lien
is refiled by the date in column{e), this notice shall constitute
the certificate of release of lien as defined in IRC 6325(a).

——————— .4..-.-.....,_......__1.___,---‘..-——-—-—-—1-—-—-—---—--—-»—-+-—--—--«a-—a——-—----+--~---—--n----—--—
Form Period ID Number Assessed Refile Deadline Unpaid Balance
(a) (b) (c) () (e) : (£)

------------------------------------------ +A——-—-o—--¢«» fe e AR e R WM e N NG W N e W b e e e we
6672 12/31/1986 ~ 03/27/1989 04/26/1999 5§9690.50

v . e e e et e s TR e e e e P W Mm e TR WP e Fm mw We M =y MW b o M M dm e e 4w e e mm e W e o we wm M me e e W e W S e T W v MR G e Ve W e W e e W T ey e e v Y% e W W

Filed at: COUNTY RECORDER
CLARK COUNTY Total & 592630.50
LAS VEGAS, NV 88155

v A e g = A o e ey e A vm e Sw e AR W N e e e e W S e G HE e e MR EE e S e m M e M6 e YR be W mw e S WA e WM W M S e ue e e MM e e e e TR W e e e e e e e e

This notice was prepared and executed at Reno, NV
on this, the 04th day of June, 1993.

. e s e e e e e e W A R e AW am wm w e 6 Me e W G e A AN A WL W e G R G M M e A cu W e b e M W W N W MR N M S R e R e e A e e e e e M e e AE ey dm e e A o e e

Authorizing Official: Title:
RON SMITH 1300 CHIEF ADVISORY 88-01~9990
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(S>“@)\ ARIZONA DEPARTMENT OF REVENUE
Y=\ 2.0, BOX 29070 .
%5 PHOENIX, ARIZONA 85038-9070

‘ ’ MAROIFCFOIPCAI ALO URNECORDS' OF
c TY RECORDER
NOTICE OF STATE TAX LIEN HELEN PURCELL
2005-1692713 11/08/05 13:03

2 OF 40
BLOCKNUNBERS
MARDIAN SR
MARDIAN L
4132 S RAINBOW #324 :
LAS VEGAS : NV 89103 IMPORTANT RELEASE INFORMATION:

For each assassment listed below, unless this Notice
of Lien is extended by the date given in column (2),
this notice shall, on the day following such date,
operate as a Certificate of Release.

Pursuant to the Arizona Revised Statutes Section 42~
named taxpayer owes tha Arizona Department of R
forth and that pursuant to Section 42-1151 the

11562, Notice is hereby given that the following
evenue such unpaid amounts as are herein set

Department has a lien against all the property or
rights to property belonging to the taxpayer for such unpaid amount, plus accruing interest

TYPE OF TAX: INCOME

TID NUMBERS: vy PLACE OF FILING: MARICOPA

Am——
LIEN NUMBER: 0502654
DATE OF LAST DAY TAX T, ;i " . TERES UNPAID
ASSESSMENT| TO EXTEND PERICD TAX BALANCE FENALTY. lNTISE'Sbr BALANCE: OF
LIEN 11/30/05 ASSESSMENT
10/07/03] "10/07/09 | 01/02-12/02 .00 42,99] 37.55 80.54
10/17/05 10/17/11 | 01/04-12/04 00|  482,76] 425,93 908. 69
TOTAL 989. 73|

PAGE 1 OF 1
DATED AT PHO

IX;ARIgpﬁA THLIS» 7 DAY OF NOVEMBER , 2005
‘Signature . '

Title: . Administrator

For additional information call: Phoenix {802) 542-8551 / Tucson (520} 628-68442
' East Valley {480) 546~35800

ADOR LH1010 [0K/04%)

(ADOR 20-t002)
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- STATE OF ARIZONA

Department of Revenue

Janet Napolitano
Governor

J.-Elliott Hibbs
Director

MARDIAN SR

MARDIAN L

4132 S RAINBOW #324

EASVEGAS -+ - - NV 89103 i

NOTICE OF INTENT TO RELEASE LIEN

DATE: June 13, 2006
1.D. #: - 9322543339 & 9322543339

LIEN #8: 0502654 (Filed with Maricopa County and Secretary of State)

Pursuant to your inquiry, the above referenced lien has been satisfied, and this office is
processing a release of lien.

The executed release will be sent by courier to the Maricopa County Recorder's Office and
Secretary Of State.

If you need more information or have questions, please contact our Lien Department at
(602) 716-7805.

Sincerely,
Renee Jordan
Administrator/gac

1800 West Monroe Street, Phoenix AZ 85007-2650 www.irevenue.state.az.us
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APN: 163-35-310-004

RECORDING REQUESTED
Sorensen Construction, Inc.

AND WHEN RECORDED MAIL TO:
Sorensen Construction, inc.

536 N. Glasgow Avenue
Henderson, NV 838015

SPACE ABOVE LINE FOR RECORDER'S USE —
MECHANICS' LIEN

NOTICE IS HEREBY GIVEN THAT: Pursuant to the provisions of the Nevada
Statutes, Sorensen Construction, Inc., 536 N. Glasgow Avenue, Henderson, NV
89015 hereafter referred to as "Claimant™ (whether singular or plural), claims a lien

upon the real property and buildings, improvement or structures thereon, described in
Paragraph Six (6)below, and states the following:

(1) That demand of Claimant after deducting all just credits and offsets is

$15,585.89 together with interest thereon at the rate of 10.00 percent per annum from
April 8, 2008.

{2) That the name of the owner(s) or reputed owner(s) of said property, is (are):
Rainbow Hotel, LLC, 4132 S. Rainbow Boulevard, PMB 324, Las Vegas, NV 89103.

(3) That Claimant did from # - untll *+ perform labor and/or supply materials as '
follows: General construction labor and material for construction, alteration or repair of
said building. improvements or structures, which labor, or materials, or both of them
were in fact used in the construction, alteration or repair of said - buildings,

improvements or structures, the location of which is set forth in Paragraph Six (6)
below. *September 2005 #*unknown



(4) Claimant furnished work and materials under contract with, or at the request of
Dayside, Inc., 4175 Cameron Street, #A, Las Vegas, NV 89103.

(5) The terms, time given and conditions of the cantract are: Net 60.

(6) That the property upon which said lien is sought to be charged is situated in the
City of Las Vegas, County of Clark, State of Nevada, commonly knawn as Holiday Inn
Express, 6220 S. Rainbow Boulevard, Las Vegas, NV and more particulary described
as APN: 163-35-310-004.

VERIFICATION

I, Angeta Dariing, being first duly sworn on oath, according to law, deposes and says:

| am the Authorized Agent of Sorensen Construction, Inc. the Lien Claimant named in the
foregoing Notice and Claim of Lien, know the contents thereof and stata that the same are true of
my own personal knowledge, except those matters stated upon information and belief; and, as to
those matters, | believe them to be true. | further state that the Notice and Claim of Lien conlains,
among other things, a correct statement of demand of Lien Claimant, after deducting ell just eredits

and offsets. M«b )
Angelz Dafiing/ Authonzed'Aééz
state of_Qali fpraio
Gounty of . Deao

On - “'i“gu bef:r}eme. Mﬂm—m—i—@b/{t

Name, Title or Office - e.g. Jane Doe,

personally appeared Aﬂﬁa{ﬁ J)lMJJ N4
J Name(s) of Siggler(s)

I personally knowntome - OR [ proved to ma the basis of satistactary evidence
to be the person(s) whose name(s)'is / are
subscribed o the within instrument and

acknowledged to me that he / she / they
] puy ""“"‘““‘"‘Mz RADDASZ executad the same In his / her / their authorized
”"_\ﬁ..-i‘}& Commission # 1663883 capaclty(les). and that by his / her / their

'g'_ 'Z{‘(& 329 Notary Public - Callamia 2 Signature(s) an the instrument the ‘gerson(s), or

e Z  the entlty upon behalf of which the person(s)
i S wc:nmm-wgmw[ acled, executed the instrument. .

WITNESS my hand and official seal.

S /
__j(@LLQ RAAAFT.
Signature of Notary




DAYSIDE Fax:2273963 Jan 31 2807 15:45 P. 04

Recoipt/Contorned Copy

Requeslor:
¢ RCCULLOUGH
PII2412007 14:53:35  YzBdvemi3Agy
L. _APN:1G3223-31D-004° 0 - BookfIngtr: 2DA7RIS-BOONG2 .. _
. ) 3 . . Yech Lien ReleasePage Count: 2
. * \FTER RF¢ORDING, FIALL TO: T Fees 5.0 NCFe w -
Chnistopher R MeCulluagh, Fag ) ' :
“ 0 South RanchoDRrive, Suite A-10° - N -
L ovadld RO : : = Debbie Conwa cem
i 25 Vegas, Nevadd 89106 y
e Vs, et Clark County Recarder

RELEASE OF MECHANIC'S LIEN

NOTICE IS HEREBY GIVEN: I - . -
T T L Tiaton November 14, 2006, Sorensen Construction, Inc., recorded 2 -

_ Mochanie's Lien, i the Office of the County Recurder for Clark (ounty, Nevada, in
_ Book 20061} 14_as [nstrument No, 937335, o the mmount of $15585.89, which lien .
* pertdined tn the feal property and improvements knowi as the Hdliday It Express
. 6220 Seuth Ra_i_qimw Rlyd,. Las Vegas, Clack County, Nevada, Assessor's Parcel No.
163-35-310-004.
* 9" TRatin consideration of certain payments, creuits, offsets, and adjustments = "

_ . received by, andior agroed to hy Lien Clasmant, said Mcchunic's Lien hercinabove

. elonenued, hay_been yatisfied, and Laen Clauimunt, for itsclf, its heirs, successors and )

" assigns, horcby ackoowledges. that upon the recordation of this Release 6f Mechanie's
" Lict, the Mechamic's Taen s released and decined satisfied.
3, The property charged by said lien. which by this document is released from

* suid lien, 15 the real property and improvements known as the 6220 South Rainbow Blvd.,

Vl\-' T - - wsavmse 3

X¥d L0:£T L00ZT/TL/T0.

s

zZoo @



DAYSIDE Fax:2273363 Jan 31 2007 15:45 P.05

. . Las Vegiy, Cludk County, Neyada, Assessor's Parcel No. 163-3§-310-004,

L L LRI

"~ TDRTED ths 1C day of January, 2007, CT B T

SORENSEN:CONSTRUCTION INC,
By L _#br—""

Mack Sorcnsen

-

VERIFICATION
. .. ATEQIUNEYADA . ) . . -
. ‘ Sy ;
; . . COUNTY.OF CLARK _ . ) . . . ) i
MACK SORENSEN being first duly sworn, depases and ‘says:
. . That he is the authorized agent.of SORENSEN CONSTRUCTION, INC,, that he has read
X . the forégoing RELEASE OF MECHANIC'S LIEN and knows the contents thereof, andthat 27 7
} _ the same is true aFhis own knowledge. excepl {or those matiers therein stated on information
* ond helief, and as for those matters be beficves it Lo be teue. i
e S i
. SUBSL IBED AND SWORN beforz me this
2 - .
: _day of \/;u .‘...a.v-w’ L2007, L : ‘ .
ﬂuw,w_a Cakn ) S
TITTT T UNOTARY PUBLIC in and for sard County and State % - ®7- w070 T o

AFTER RECORDING, MAIL TO:
Christopher R, McCullough, Fsq.

G0 Soutly Radcho Drive, Suite A-10
Tl T L LusMegas_Nevada §9100

tool IVE A0:CT'LOGZ/IE/TO



DAYSIDE Fax:2273353 Jan 31 2007 15:44 P.02

sl 2000 20, G Vatag Pavis forp. Mgz .
YERIFICATION

'STATEOFNEVADA | ) ‘ :
" COUNTY OF CLARK ° 38&' - ;

. JAMES M. BARKER, ESQ., bzmg Girst duly sworn according to ]aw, and unth deposca
md sayst Tbnt he, !s the Anomcy fm‘ LAS VEGAS PA'VING CORPORATION, thn Hén
claimant shave na.mz.d that he has n:ad !he zbove and fon:gomg LéRﬁFlCA’I‘E BY UEN
CLAIMMANT DISCHARGING AND RELEASING LIBN, knows the contmf§ $thercof], and tbat
the samo i true of his own knowledge, except for those mattexs thorein ;taté:d‘ on information

and belief, and for those mattexs, ha belisves them to be truc.

3

: ' - JAMES M. BARKER, B30,
SUBSCRJBED and SWORN to befom tne .

thu _ﬁ__day of Janunry 2007,

- . Notary.Pubbié inmod for.
County and State

NOTARY FDBLXS
.. JONEERLEY LOVELADY
TR B A B
» 3
Nie: -1

3
v
"¢+ Whewregorded retuot tox :

. Barker-Wagshbum - ) .
.=« .. 31D5. Reigbow Blvd., Suie 105 o N
LasVagas,chnda89l46 CTEEE e e

rf

Rosslvad Tine fan-Lc, 140, .,

v T ..
. A

1
4 '
[ T R

PR it N

AR



Jan .. 2007 3 19?% Las Yegas Paving Cors.

Dix _an .\,uul -

" NOTICE IS HEREBY GIVEN THAT:

DAYSIDE Fax:2273363 Jan 31 2007 15:44 P.03
No.8822 P. 2

e »

i Ik iaRte it ¢ s

APNE 16335301012 ~~ - | {E@L gmgss X
Co ' mm;mnm 9 TERTRITER
C e e Sollrke: TOTAGNET -
| . S L Rimse© Vi lomtc 2
: - fagn: §15.80 WO Few $0.08
Debbie Canuay
< Clark tmty Remrder
CERTIRICATE BY] ANT D} CHARGIN@
o RE; G :

. The undersigned did, on the 16" day of January, 2007, record in Book 20070116 a2

" Tastrament No. 5004389 in the Office of the County Kecarder of Clark Couity, Nevads, its

" Notice of Lien, by which the uadersigned gave notice of its intention 10 hold dnd clair Fien upon

the foll:ov'ring degoribed f:foyeuy, ;mncd-'ér xeputcdi}} owned by: Rainbow m_)tél, LL‘E:, 4132

. & Raiobow Bivd. PMB 324, a5 Vegas, Nevada §9103-3106, situated in the Covnty of Clad,

Statc of Mevada, more parficularly desoribed ax Holiday Taa Expren: 6180 S. Ruictbow Blvd., .
APN: 163-35-301-012, located in Las Vegas, Nevada and the whols of said roal property,
NOW, THRRERORE, for valuzble cansideration the undersigred does by these presents -

relcass, mﬁsfy and dzacb;xgc sald iiéu in'the above-described pxopeny: by f&a";o'n of such h?oﬂce .

" ofLien, or by reason of the work 204 Iabor on, or matexials firnished for said property.

DATED this 2.5 H day of Yanuaiy, 2007.

/
JAMIES M. amsso‘/ .
tokey for Las chas Paving Corporation
..... voeee - oReceived Tine Jan.300 VAOPH: oLl L

-
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Requr ‘
AMERTCAN ASPHALT 2 GRADING
APN: 163-35-310-004 0176812007 12:23:47 20070003044

Bgok/ Instr:  20070108-6802282

After Recording Please Mail to: Lien Page Count: 1
American Asphalt & Grading Co. Fees; $14.08  NIC Feo: $0.00
2690.N Decatur Blvd.
. Las Vegas. NV 89108
Debhie Conuay

Atm: Shauna Somerville

Clark County Recorder

NOTICE OF LIEN

The undersigned ¢laims lien upon the property described in this natice for work., or equipment Turnished for the
improvement of property:

. L]
1. The amount of the original contract is: $67,019.56
2. The total amouin of all chauges aud additions, if any, is: $0.00
3. Thetotal amount of al} payments received io date is: $45.519.56
4, Theamount of the lien, after deducting all just crediis and offsets, is:: 510,750.00
5. The name of the owner; if known, of the property is R_niybow Hotel LLC
6. The name of the person by Whom the claimant was employed ar.1o when the lien claimant fumnished
work, materials or equipment is: BENECON INC.

7. A brief statement of the terms of payment of the lien claimant’s contract is: NET 30 DAYS
8. A deseription of the property to be charged with lien-is: Holiday Inp Express

6220 S. Rainbow Blvd

Y—_‘:’
. hd
/ m By : v
Shene Dr_ylaﬂski, CFO
Swie ol Nevada )
) ss.

County of Clark )

\S\\m\ e ¥Q MG KL ;. being first duly swom on-oath according to law. deposes and says:

| have read the foregoing Notice of Lien. know rthe contents thereof and state that the same is true of

my own personal knowledge, excepl thase matters stated upon information and beliefZ and. as 10 thaye maters. | b Jitve
them to be true. / /o i
[ 3

‘ Shane D_r_va/%ki, CFQ ~
Subseribed and swom before me this

day of the month of Januger Y of the year é 007

Shauna 8 Somervilia {
Malary Public

Stale of Nevodo

Data Appolnimant £x: 05:19-2010 §

Catfificcle No: 02-75983<1 }

(Nutry Public in and: [ov die Cany and Staic) o



STATE OF NEVADA )
COUNTY OF CLARK.

JAMES M. BARKER, ESQ., being first duly swom on cath according to law, deposes
and says:

I have read the foregoing MNotice of Lien, know the contenis thercof and state that the

same is true of my own personal knowledge, except those maiters stated upon information and

belief, and, as to those mattcrs, [ believe them to be tree,

SUBSCRIBED and SWORN to before me
this |  of January, 2007.

-

i, FEITEN
SR Mo, 96-49486-1
NS/ tiy onp!. axp. Nov. 4, 2010

Notary Public in aud for said
County and State

When Recorded, Mail To:

Barker Washbum
3110 S. Rainbow Bivd., Suita 105
Las Vegas, Nevada 89146



Requsstor:
ANERTCAN ASPHALT & GRADING €0
01/2212007 12:03:04 720070011251
Book/Instr:  20070122-0801994

APN: 163-35-301-012 Lien Releass  Page Count: 1
Fees: $14.00  N/C Fee: $0.00

After Recording Please Mail to:

American Asphalt & Grading Co. Debbie Conuay

2690 N Decatur Bivd
Las Vegas, NV 89108 Clark County Recorder

Aftn: Shauna Somerville

NOTICE OF DISCHARGE OR RELEASE OF LIEN
(NR.S. 108.2437)

NOTICE IS HEREBY GIVEN THAT:

The undersigned did, on the 8 day of January ,2007 record in Book 20070108

as Instrument 0002283 . inthe Office of the County Recorder of Clark County, Nevada,
its Nofice of Lien upon the following described property orimprovements, owned or purportedly
owned by: Rainbow Hotel LLC located in Las Vegas the County of Clark,

State of Nevada, to wit;

Holiday Inn Express
6180 8 Rainbow Bivd

NOW, THEREFORE, for vaiuable consideration the Undersigned does release, satisfy and
discharge the notice of lien on the property or improvements described above by reason of the
Notice of Lien.

Dated this ﬁ"awwnw By: Qi /@71—\//

Shane Dfyanski, CFO -

Subscribed and sworn before me, this

%9\ @ofma{orzow
~ \.»QQM

{Notary Rublic in and for the County and Siaia)

NOTARY PUGLIC
STATE OF NEVADA
County of Clark

REAVES
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Exceptions 23

240 /81 16~000438Y

Feas §15.00
RIC Fea: $0.00
8111612087 16:09:83
120070308002
Reauestor:
LEGAL. EXPRESS
Debbie Convay K¢
Clack County Recorder  Pas: 2

~ APN Na. 163-35-301-012

.

The undersigned claims 2 lien upon the property desexibed in this notice for work, materials or
equipment furnished or to be furnished for the improvement of the propesty:

1L
Z

3.
4.
5.
6

7.

8.

The amount of the original contract is: $50,295.98.

The total amount of all additional or changed work, materials and equipment, ifany, is:
$0.

The total amount of all paymenta rcccived to date jsz § 35,660.95,

The amount of the lien, aiter deducting all just credits and offsets, is: $ 14,635.03.
“The name of the owner, if known, of the property is: Rainbow Hotel, LI.C, 41325,
Rainhow Rivd. P M B 324, Las Vegas, Nevada 89103-3106.

The name of the person by whom the licn claimant was employed or to whom the lien
claimant fumished or agreed to fumish work, materials or equipment is: American
Asphait.

A brief statement of the terms ot payment of the lien claimant®s contrace is:

Net payeble within 30 days of Invoice.

A description of the propesty to be charged with the lien is:

Holiday Inn Express

6180 5. Rainbow Blvd.

Las Vegss, Nevada

PT NW4 SW4 SEC 35 21 60
APN No. 163-35-301-012.

-



T 4

Jan.31.. 2007 3¢ IQPM Las Yagas Pams‘Cow.

" NOTICEIS HEREBY GIVEN THAT: ~

DAYSIDE Fax:2273963 Jan 31 2007 15:44 P.03
o, 8822 P. 2

CERTIFICATE BY LIEN CLATMANT DISCHARGING

- . -

‘ 'I?hc undafgxgned;lfd, onﬁ{e 16 day of January, 2007, record in Bdok 20070116 2x

. Instrament No. 0004389 in the Office of the County Recorder of Clatk Cointy, Nevada, its

" Notice of Lien, by which ke uadersigned. gave notice of its intention w hold ind clairk fien upon

the follovwing deséibed froperty, owned br seputedly owned by: Rainbor Hbtél, LLC, 4132

8. Ralobow Blvd, PMB 324, Las Vegas, Nevada 89103-3106, simatcd in the County of Clark,

State of Nevada, more particularly described as Holidey Ian Exprm; 6180 S. Rainbow Rivd., .

APN: 163-35-301-812, located in Las Vegas, Nevada and the whole of said real property. ‘
NOW, THEREFORE, for valuable consideration the undorsigned dncjmby these prosents

relens&;, salisi.'y and dmch;tge snd hen inlthc ébovu—des?ribcd pn)pertj; by ;ea;c;n of such b{otig‘c .

" of Lien, ar by reason of the work and labor on, or matexials fiurnished for said property.

DATED this 2.% b day of Yammaty, 2007.

/
JAVAES M. BARKER.. ESQV .
toraey for Las chps Paviug Coxpomuon ’

- oReceived Tiwe Jan-30.- V40P, oo a0 Ll

e

%

T

R e TR

FRAIE A A..uu: L-'YIII B RNV . _;: F_g
" APNG "163-35-3012012 "~
h oo s " UMY R - B—
. Bonki Tnstr: mmmmw .
Lian Reluase ~ Pagm.Cownl: 2 °
- - vFaas: yis.e K} Feu: W08
!kbbxe Cannay
-+ Clark Cwnty Remr r R

I S

N

*



DAYSIDE Fax:2273963 Jan 31 2007 15:14 p. g2

. Jan-3%. 2007 3 20PM Las Yegas. Pavms Corp . Ho.8877 £, 3

an Y rudd Lier} LI N St ot L2 SN

el
-
[

" YERIFICATION
'STATEOFNEVADA ; .
88,
_ COUNTY O CLARK ~ ) - =

JAMBS M. BARKER, ESQ b:mg first duly yworm according o law, nnd ohth dcpusus
md uxs- 'ﬂm he is the Anomey for LAS VEGAS I’AVING CORPORATION, th.c lim

o A IRY

claiment above named; that he hes reud thc abave and fomgomg CER’!'iPICATE BY UEN
CLAIMANT DIS CHARGING AND RELEASING LIEN, kauws the contmt; { thercof], and that

the same i trus of his own knowledge, axcept for those matters therein stated on irdormation

and belicf, and for those matters, he belisves them to be true.

‘ ‘ - JAMES M. DARKER, B9,
SUBSCR.IBED and SWORN to before me » .

' this ,gz___day oflammzx, 2007.

Whersrecorded-yetunt to;: : - )
Barker-Washbum _ ‘ . )

.« 3108 Raighow Blyd., Buite 105 | _— -
Las Visgas, Neyada §9146 e
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Exception No. 20

20U i Go4-0uusnann
Fee: §14.60
NIG Fee: $6.00 ‘
AFN: 163-35-312-001 ) 85/04 12%7» 12305
After Recording Please Mail to: TRRTORTTTTA
Name: Dayside, Inc. Requestor;
Address: 4175 Cameron Strost, Suite A “ DAYSIDE INC
Las Vogas, NV 83103 Debbie Comway K -
Space sbove n..,qi’!.' UP!’!@Y Recorder Pgs: 1

NOTICE OF LIEN

The undersigned claims lien upon the property described in this notice for work and/or
equipment furnished for the improvement of property:

The amount of the original contract is: $5,824,000.00

The total amount of all changes and additions, if any, is: $ 844,129.69

The total amount of all payments received to date is: $6,379,023.66

The amount of the lien, after deduction all just credits and offsets, is: $289,106.03
‘The name of the owner, if known, of the properiy is: Rainbow Hotel, LLC,

The name of the person by whom the claimant was employed or to when the lien
claimant fumished work, materials or cquipment is: Rainbow Hotel, L1.C,

7. A description of the property to be charged with lien is:

IS e

-

Haliday i Express
6220 S. Rainbow Blvd.
Las Vegas, Nevada

Name of Claimant; Dayside, Inc.

State of Nevada )

)
County of Clark )
Honald g;&f , being ficst duly awom on ooth according to law, deposes and says:
1 trave read the foregaing Notice of Lien, know ths contents thereof and state that the

same is true of my own personal knowledge, except those matters stated npon
information and belicfand as to those mattzrs, T belisve them to be tue.

Subscribed 2and sworn befare mo this "{ day of the moath of mg;‘ ,2007.

NOTARY PUBLIC B
STATEOF NEVADA ¢

A= Countyol Clarke 3
;:1;3 | MARGIM, GUTTER §
o, A Appointment Excires Ocl. 7. 20087

S8
4.
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20070510-0003952

Fea: $14.08
NIC Fea: $0.08

ABN: 177-27-410-006 610180 10:15:47

After Recording Please Mail to: THse

, Requestor;

Name: Dayside, Inc. . v DAYSIOE INC.

Addrean: 1175 Cameron Street, Suitc A )

Las Vegas, Nevada 89103 , Deblbie Comay it
Clark County Recorder  Pos: 4
Space nbove this Hne far Recorder’s Use
MECHANIC’S LIEN
The undersigned, __ Dayside, Inc, referred to in this Claim of Lien

as the Clatman, claims a mechunic’s lien for the labor, services, equipment and/or materials
described below, furnished for a work improvement upon fhat certain real propetly located in the
County of Clark, state of Nevada, and described as follows:

Milano Residence, 430 B. Cactus Avenue, Las Vegas, Nevada

Parcel # 177-27-410-006

After dedutting all juct tredits and offsets, the sum of S 3B1,661.40 iogether with interest ficvson
at the rate of 1.5% pescent perannum fom 4/06/07 i due claiment for the faflowing kibuor,
service, equipment atid or/materials finnished by Claimant:

General Conditions, Masonry, Plumbing, Slab on Grade

The name of the person or éompany by whom elaimant was employed, or to whom claimant
Rurnished the labor, services, equipment and/or materials is:

Milano Residences, LLC., 4132 South Rainbow Blvd., PMB 324, Lag Vegas, Nevada 89103

The aeme (g) and address (8) of ths ownes(s) or reputed owner(s) of the real property isfare:
Milano Residences, LLC., 4]32 South Rainbow Blvd., PMB 324, Las Vegas, Nevada 89103

Name of Claimant: Dagsidg, Inc.

State af Nevada )

)
Comtyof Clark )
Rosald 1. Day, being frst duly swor on peth according 10 law, depores and

yE
L have road the foregoing Mechmmic® :Um,mnmemm&mmfndﬂbmnmsmhmotmymmlmwgq
wmmmmdmmmmwbdd‘uduwmmw whsbue

Subsalbed and swom before me thig 10‘ day of

May, £007, ‘ ST L ATET SR AU
;‘\;" NOTARY 8 iBLIC
-k B 071 STATE OF NEVADA

Notary Public v o nguétmgay‘ﬁc!uk



Fee: §14.00
APN: 177-27-410-013 o Fee: 5,08
85/ 1812007 14:18.17
After Recording Plexse Mail (o: TZOWG%Z?H
Name: Dayside, Inc. ’ Rem%gr;m
Addsess: 4175 Cameron Strect, Suite A
Las Vegas, Nevada 89103 Dehbrie Conway S0L
Clark Counby Recorder Py, ¢
Space above'this line for Recorder’s Use
MECHANIC’S LYEN
The undersipmed, _ Dayside Inc. referred 10 in difs Claim of Lien

as the Claimant, claims a mechanic’s lien for the labor, services, equipment and/or materials
deseribed below, furnished for a weork improvement upon that certain real propesty located in the
County of Clavk, state of Nevada, and deseribed as folows:

Milano Residence, 430 B. Cactus Avenue, Las Vegas, Nevada

Parcel # 177-27.410-011

Afier deducting all fust credits and offsets, the sum. of $ 381,661 40 together with latezest thereon
at the rate of 1.5% percent per annum from 4406/07 i5 due claimant for the following labar,
service, equipment mient and or/materials furnished by Claimaot:

General Conditions, Masosry, Plumbing, Slab on Grade

The name of the person or company by whom claimant was employed, or to wham claimant
fumished the labor, services, equipment and/or materials is:

Milapo Residences, LLC., 4132 South Reinbow Blvd,, PMB 324, Las Vegas, Nevada 89103

The name {5) and address (3) of the owner(s) or reputed owner(s) of the real property isfare:
Milano Residences, LLC., 4132 Sonth Reinbow Blvd, PMB 324, Las Vegas, Nevada §9103

Name of Clabmant:
By
) Day « Presi L
Swe ol Novada z / -

CowtyofCluk ) /

Ronatd 1, Day, being first duly swoyn on vath pccoeding (0 Iaw, doposes anud sayss
[ have rod the forogoing Mechaic®s Lien, knove the oostents thareof and stale that the same is . of 1y own parsoual knowladgs,

wrespt thoge matters stated upon informaton and bekic il as th Gose manees, 1 beli besue.
___A&géa/

Ronald 1, Dey - President

Subscribed and swom before me this 10% day of
May, 2007,

Notary Public

‘Wmmuu 7,200

R R e el o

- — e —

-
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%
Fee: $17.00

APNR 177-27-410-011 RIG Fea: $0.08

BT f5:83:21
TRUTHRRERST

NOTICE OF LIEN Requester:
FCOOHRED CARAND WILSON LLP

Debbie Conway St
Clark Comty Recorder  Pys: ¢

Recording requestad by:
McDONALD CARANC WILSON LLP

Retum to:

Name: _Anthony D. Guenther,Esg.
Address 2300 Wast Sahara Ave., Suite 1000 ,
Clty/Stata2ip _Las Vegas, NV_89102

This page added to provide addilional information mquired by NRS 111,312 Sections 1-2 (Additional
racording fee applies).

Tivs cover page ruust be fyped or prntea clearny in diack ink only.




Clark County Assassor Parcal No.
177-27-410-0141

Afer recordad, mall to:

Anthony D. Guenther, Esq.

McDonald Carano Wilson LLP

2300 Wast Sahara Avenue, Sulte 1000
Las Vegas, Nevada 83102

NOTICE OF LIEM

The undersigned, PERI FORMWORK SYSTEMS, INC. ("Clalmant®), claims a llen upon the
property described in this nofice for work, materials or equipment fumished for the
improvement of the property:

1.

.

2
3
4
5
6

8.

The amount of the original contracts is $316,938.77.

The total amount of all changes and additions Is $20,855.76.

The total amount of all payments receivad to date is $117,423.76.

The amount of the lien, after deducting all Just credits and offsets is $230,370.77.

The name of the owner(s), if known, of the Property: Milano Residencas, LLC.

The name(s) of the person by whom the lien claimant was employed arto whom the
lien claimant fumished work, malerlals or equipment: Jaw’s Construction, Inc.
andior Dayside, Inc.

A brief statement of the terms of paymant of the lien claimant's contract: Net 30
days from invoice date, plus 1.5% per month on past due amounts plus collection

costs, Including atfomeys’ fees. Amounts about do not include finance
charges/interest or ¢ollection costs.

A description of the property to be charged with the llen Is: See Exhibit “1° attached

herato and Incorporated horein by this rofcrence as though set forth in full and at
length. '

by



STATE OF MARYLAND )
) ss.
COUNTY OF HOWARD )

Roland Hanelt, being first duly swom on cath according to law, deposes and says: |
have read the foregoing Notice of Lien, know the contents thereof, and state that the same
is true of my own personal knowledge, after reasonable investigation, except those matters
stated upon information and belief, and, as lo fhose matters, | balieve them to be true.

PERI RMWZ:K SYSTEMS, INC.

Roland Hanelt, Vige President

Subscribaed and sworn to before me
this __(S“ _day of May, 2007,

Notary Public in and for sald County and State

i



EXHIBIT |
The rcal property and improvements desoribed as:

Clark County Tax Bermuda Cactus Shopping Center
Assessor Dascription Plat Book 93 Page 87
PtLot 1
and/or described as
Address 430 East Cactus Ave, Enterprise Township, Clark
County, Nevada
and/or described as
Clark County Tax 17727-410-011

Assessor Parcel No.

131543.4



APN# - 177-27-410-011

1 l-digif Asseséor's Parcel Number may be obtained at:
http://redrock.co.clark.nv.us/asstrealprop/ownr.aspx

AMENDED NOTICE OF LIEN

Type of Document
(Example: Declaration of Homestead, Quit Claim Deed, etc.)

Recoi‘ding Reguested by:
Robert 8. Downs, Esquire (410) 727-6464

Return Documents To:

Name Robert S. Downs, Esquire

City/State/Zip Baltimore, Maryland 21202

This page added to provide additional information required by NRS 111.312 Section 12

(An additional recording fee of $1.00 will apply)

This cover page must be typed or printed clearly in black ink only.

OR Form 108 ~ 06/06/2007
Coversheet.pdf




PERI FORMWORK SYSTEMS, INC.
NEVADA MECHANIC’S LIEN - AMENDED NOTICE OF LIEN

Assessor’s Parcel Numbers:l77;27-410,-011

5.

6.

The undersigned claims a lien upon the property described in this notice for work

-materials or equipment furnished for the improvement of the property described as follows:

The amount of the original contract is: $316,938.77
The total amount of all changes and additions, if any, is: $12,775.91

The total amount of all payments received to date is: $82,865.54

- The amount of the lien, after deducting all just credits and offsets, is: $246.849.14

The name of the owner, if known, of the property is: Milano Residences, LLC

‘The name of fhe person by whom the lien claimant was cmployed or to whom the lien

claimant firnished work, materials or equipment is: Dayside, Inc.

7.
" Net 30 days from invoice date, plus 1.5% per month on past due amounts plus collection costs,

A brief statement of the terms of payment of the licn claimant’s contract is:

including attorneys’ fees. Amounts about do not include finance charges/mtercst or_collection

costs.

8.

A description of the property to be charged with the lien is:

Bermuda Cactus Shopping Center, Plat Book 93 Page 87, Pt Lot 1.

PERI Formwork Systems, Inc.

Robért 8. Downs, on behalf of PERI
Formwork Systems, Inc.



I 1&@4147” S. DonaS, being first duly sworn on oath according to law, deposesand says:

I have read the foregoing Nofice of Lien, know the contents thereof and state that the same is
true of my own personal knowledge, except those matters stated upon information and belief,

a.nd&as\to ttz matters, I believe them to be true.

Rohert S. Downs

- SUBSCRIBED AND SWORN to before me this é day of the month of M“ of

by 200 i D
g 'S ’
.. in the Stats oflng%n(
Cliariehe £. Getz _

Notary Public in and for
NOTARY PUBLIC

My commission expires;

nd
My Commission Expires 62/01/08



