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Parcel Numbers  A - 177-02-101-034 
   B - 177-05-101-027 
   C - 177-05-101-031 
   D - 177-05-101-029 & 030 
 
Location:  The subject properties were described as: 
 
(A) three multi-tenant concrete tilt-up industrial buildings comprised of a total of 337,000 
square feet built in 1999, situated on 18.44 net acres of land, (B)  two concrete tilt-up 
industrial buildings built in 2001 comprised of 488,520 square feet situated on 25.59 net 
acres of land, (C) one concrete tilt-up industrial building comprised of 288,500 square 
feet built in 2002, situated on 15.15 net acres of land and (D) a 21.57 net acre site with 
proposed construction of 373,600 square feet of similar type buildings to the first three 
locations.  The properties are all 100% leased.  The valuation perspective was market 
value of the leased fee estate. 
 
Valuation Date:  This appraisal was prepared by Integra Realty Resources-Nevada. 
The effective date of the appraisal was September 17, 2003.  The date of the appraisal 
was October 23, 2003.  It was not retrospective nor was it hypothetical.  It was prepared 
for Joseph Kennedy of Tiberti-Blood & Company for use in possible trade negotiations.  
The owner of record was Clark County.   
 
The area and neighborhood analysis were conservative.  The statistics were all positive, 
but the overall conclusions were understated.  Review of market reports for the area 
and subsequent performance within the region indicate a much more active market than 
was portrayed in this report.  The report states that growth relies on population 
increases and reports historical increases of 4,000 to 6,000 people per month but 
concluded with a cautious forecast.  The benchmarks in all the industries were 
encouraging and supported a forecast of continuing demand and growth into the 
foreseeable future.  The appraiser appeared to be overly influenced by the tragedy of 
September 11th, and did not recognize the ongoing positive economic indicators. 
 
Based on other reviews of county owned land, it is assumed by this review appraiser 
that these parcels may have been subject to a deed restriction prohibiting residential 
and some public building uses.  If this was in fact the case, it was not mentioned in the 
report. 
 
The parcels are zoned M-D (Design Manufacturing) and M-1 (Light Manufacturing 
District).  Highest and Best Use was concluded to be a mixture of office and warehouse 
space “as vacant” and continued industrial use “as improved”.   These conclusions 
appear to be reasonable. 
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Valuation Methodology 
 
The subject properties are all 100% leased to various tenants.  The premise of value 
was market value of the leased fee estate.  The methodology used in the appraisal for 
each location was to first estimate the market value of the land.  Then use a discounted 
cash flow analysis with forecasted income streams and add the value of the land as a 
residual at the termination of the lease.  The land value was utilized as the residual as 
the buildings were assumed by the appraisal to be at the end of their economic lives at 
the end of the 50-year lease and the landlord has the option of receiving the property 
without buildings at that time.   
 
The land valuation used reasonable techniques.  The adjustments were not quantified.  
While there is an adjustment grid, it used plus and minus signs instead of methods of 
quantification.  Although, support for this method of adjustment was cited in the 
appraisal, our experience is that in most markets a quantification of adjustments is 
preferred to this method.  Overall, the conclusions of value appear to be reasonable.  
Discussion of the adjustments was helpful in following the rational for the conclusions. 
 
According to the appraisal, the appraiser was given historic rent rolls and net revenues.  
In addition, income and expense statements were provided to the appraiser.  Some of 
the income and expense statements appear to be indicators of net revenue to the joint 
venture and expenses incurred by the joint venture.  A detailed income and expense 
(operating) statement indicating the gross income, expenses by line item and any other 
details inherent in the operations of the investment do not appear to have been provided 
to the appraiser.  A statement of expenses statement was provided, but no statement of 
gross income was found in the body of the appraisal or in the addendum.  The rent roll 
did not provide adequate information for this analysis.  A complete operating statement 
should have been requested and used in this analysis.  An analysis performed by the 
appraiser with conclusions as to the reasonableness of the operating statements was 
not discussed in the appraisal.  
 
The appraiser has based the estimate of average annual rent on the County’s share of 
historic monthly net revenue to the “joint venture” (Developer and County) which was 
very erratic.  I must reiterate that there is no discussion of how this revenue was 
determined and its reasonableness.   
 
The use of a conclusion of annual rent as income for the first year of the 50 year 
forecast period and increasing it by 2.5% for the next 50 years is not reasonable. The 
properties are leased for short periods of time (less than 10 years).  An analysis based 
on a more limited time period that is reflective of the leases should have been made.  It 
is extremely difficult to forecast 50 years into the future.  Assumptions become total 
fiction at that point.  Even when considering a ten to twenty year analysis, there are 
assumptions of probability that the tenants will renew, estimates of time when the 
spaces may be vacant as not all tenants will renew, costs for tenant improvements with 
renewal or when obtaining a new tenant, commissions paid to procure the tenants or to 
retain the existing tenants, and maintenance and replacement costs of major 



Page 3 of 3   

                  

components; such as, the roof, heating and air conditioning, etc.  Forecasting a rental 
rate simply based on an increase of 2.5% per year is not reasonable, especially for 50 
years.   
 
The master lease only indicates that the County will receive 50% of net revenue.  It 
does not indicate or employ any other parameters by which one can forecast the 
revenue and expenses.  The historic operation is only suitable as an indication of 
revenue and expenses for a limited time as the tenants are not long term.   
 
A discounted cash flow considering all the elements of the operation and management 
of the investments should be part of the analysis. 
 
The appraisal’s conclusion of value for the subject properties is based solely on the 
Developer’s estimate of the County’s share of annual rent for the current time period.  
The appraisal has not performed any due diligence with indications and benchmarks 
from the market which typically are used in order to comment on the reasonableness of 
the value conclusion. 
 
Use of the land value as a residual after 50 years, whether the current land value is 
used or an appreciated value is employed, is of no consequence as the 12% discount 
factor at 50 years is 0.0035.  
 
No reference or explanation is made to the substantial difference between the value of 
the leasehold and the value of the land in fee simple.  
 
Conclusion 
 
It is our opinion that the appraiser has used improper methodology in determining the 
market value of the leased fee estate for the subject properties.  The methodology 
employed by the appraisal does not even begin to accurately reflect the reality of the 
actual management and operation of a multi-tenanted property of this type. 
 


