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December 5, 2005 
 
 
Mr. Thom Reilly 
Clark County Manager 
500 South Grand Central Parkway, 6th Floor 
Las Vegas, Nevada   89106 
 
Dear Mr. Reilly: 
 
As requested by your office, we have conducted an audit of land exchanges and leases within the areas 
identified by the Interim Cooperative Management Agreement (CMA).  Our procedures considered all 
transactions for 37 land exchanges that were approved between April 4, 2000, and January 18, 2005 and 
all major leases. 
 
The results of our audit of land exchanges found significant problems in the Department of Aviation land 
exchange and lease processes.  Such findings were too numerous and diverse to summarize succinctly.  
However, the main problems included insufficient DOA oversight of the land exchange process and with 
the lease appraisals themselves. 
 
The findings are discussed in further detail in the report.  A draft report was provided to the Director of 
Aviation for his review and his response is included in the report.  The cooperation and assistance of his 
staff is sincerely appreciated. 
 
Sincerely, 
 
/s/ Jeremiah P. Carroll II, CPA 
 
Jeremiah P. Carroll II, CPA 
Director of Audit
 



TABLE OF CONTENTS 
 
 

BACKGROUND ........................................................................................................................... 1 
OBJECTIVES AND SCOPE ....................................................................................................... 2 
METHODOLOGY ....................................................................................................................... 2 
RESULTS IN BRIEF.................................................................................................................... 3 
DETAIL OF FINDINGS .............................................................................................................. 4 

Accomplishment of Main Objective........................................................................................ 4 
Zoning and Priority Areas ...................................................................................................... 5 
Current Zoning Status............................................................................................................. 6 
Non-Conforming Zone Changes ............................................................................................. 7 
Acquisition of Parcels in RNP Areas ...................................................................................... 7 
Land Exchanges Used as Speculative Investments ................................................................. 8 
Recommendations ................................................................................................................... 8 

County Use of Master Lease Areas ......................................................................................... 9 
County Selection of Master Lease Terms............................................................................... 9 

No Payments For The Lease Option..................................................................................... 10 
No Equity Contribution......................................................................................................... 10 
Use of a Participation Lease Rather Than a Ground Lease................................................. 10 
EJM Spencer & Helm Business Center ................................................................................ 10 
Beltway GES Lease ............................................................................................................... 11 
Marshall & Stevens Comments of DOA Leases.................................................................... 13 
Recommendations ................................................................................................................. 14 

Appraisal of Land Exchange Parcels.................................................................................... 14 
Appraisal Data...................................................................................................................... 14 
Commissioned by Appraiser ................................................................................................. 17 
Appraiser by Year ................................................................................................................. 19 
DOA Retrades ....................................................................................................................... 20 
Recommendations ................................................................................................................. 20 

Lack of Adherence to Disposal Plan ..................................................................................... 21 
Deficiencies in Program Administration .............................................................................. 22 

Contiguous Requirements ..................................................................................................... 23 
Prolonged Recordation......................................................................................................... 25 
Appraisal Days...................................................................................................................... 26 
Disclosure of Names ............................................................................................................. 28 
Revaluation of Properties ..................................................................................................... 28 
Monitoring of Reimbursements............................................................................................. 29 
Supervision and Review of Land Exchange Process ............................................................ 30 
Recommendations ................................................................................................................. 30 

 
 
 



 

Findings on Individual Trades .............................................................................................. 30 
Land Conveyed Without Payment ......................................................................................... 30 
Majestic Runway Undervalued Lease Appraisal .................................................................. 31 
Apparent Tim R. Morse Conflict of Interest.......................................................................... 32 
Unapproved Parcel Substitution........................................................................................... 33 
Questionable Declaration of Value ...................................................................................... 34 
Land Exchange Error ........................................................................................................... 34 
Valuation with Cost to Cure ................................................................................................. 34 
Unpaid Real Property Transfer Taxes .................................................................................. 34 
Rejection of Cash Offer......................................................................................................... 35 
“Cemetery” Parcels.............................................................................................................. 35 

APPENDIX A 
 Management's Response 
APPENDIX B 
 Land Exchange Schedule 
 CMA Lease Schedule 



 

CLARK COUNTY 
DEPARTMENT OF AVIATION 

CMA LAND EXCHANGE AND LEASE AUDIT 

 
 
BACKGROUND 
 
The Department of Aviation (DOA) was directed to administer, manage, plan, and dispose of 
approximately 5,230 acres of property transferred to Clark County, Nevada on March 30, 1999, 
from the United States Department of Interior Bureau of Land Management (BLM) under the 
provisions of the Southern Nevada Public Land Management Act of 1998 (SNPLMA).  This act 
required the DOA to follow the Interim Cooperative Management Agreement (CMA) entered 
into on November 4, 1992, between the BLM and Clark County.  This agreement sets forth the 
responsibilities of Clark County, through the DOA and the Las Vegas District Bureau of Land 
Management, in their cooperative management of the lands underneath departure flight paths.  
The agreement also requires the land to be restricted to certain compatible uses defined in the 
agreement, generally commercial use, and disallowing incompatible uses, generally consisting of 
residential use (CMA restrictions). 
 
The BLM entered into the CMA agreement with Clark County in order to provide for further 
mitigating measures for controlling adverse effects of airport noise.  The main goal of the CMA 
agreement was to promote the prevention of future incompatible development in noise impacted 
areas.  The Board of County Commissioners (BCC) had previously adopted the Airport Environs 
Overlay District in 1986, which was incorporated in the County’s Zoning Ordinance and in the 
Noise Attenuation Construction Standards in the County’s Building Code.  The overlay district 
includes specifications for land uses appropriate in areas exposed to various levels of aircraft 
noise, requirements for soundproofing of structure that would contain noise sensitive activities, 
and requirements for granting of avigation easements to the County.  The BCC also approved a 
Noise Compatibility Program in 1989 that was developed under the Federal Aviation 
Administration, Federal Aviation Regulation, Part 150. 
 
The DOA then developed a Property Disposal Program dated December 2000, that was approved 
by the BCC on December 19, 2000.  The program was designed to reflect the goals and 
objectives of the CMA.  In order to meet these goals, the program identifies: 1) priority areas for 
compatible development; 2) encourages exchanges that reduce the number of acres within the 
CMA areas that are available for residential development or aids the County in assembling larger 
contiguous holdings for subsequent leasing; and 3) requires that terms of a lease or exchange 
include a “Restrictive Covenant and Reservation of Avigation Easement”.  The restriction 
identifies the compatible uses that may be developed on the CMA land, which are defined in the 
CMA and imposes further restrictions.  Rules and minimum standards to meet the program goals 
were established for both land exchanges and leases.  These address the processes to be used in 
land exchanges and leasing, including an initial expression of interest, determination of fair 
market value, responsive offers, and other processes. 
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It is our understanding that this program was presented to all those interested in acquiring land 
either through exchange, auction, or lease, and that these interested parties were informed that 
consideration would not be given to those expressing interests that did not follow the rules of this 
program.  
 
Land exchanges are governed by applicable Nevada Revised Statutes.  State statutes require that 
intent to exchange land (Resolution of Intent to Exchange or ROI) and the actual acceptance 
(Resolution of Acceptance or ROA) be approved and adopted by the BCC.  A notice of the 
adoption of the resolution and the time and place of the meeting to accept offers must be 
published at least once a week for three consecutive weeks in a qualified newspaper.  The notice 
must contain a description of the property, a minimum price, and locations of the posted ROI.  
The statutes establish timelines and other basic processes related to land exchanges. 
 
The BCC approved 37 land exchanges of SNPLMA properties consisting of land values traded 
out amounting to $212.4 million and land traded in to the DOA for $195.8 million plus cash.  
The County, through the DOA, entered into three major lease option agreements consisting of 
936 acres with twelve related effective ground leases.  The County also entered into an additional 
nine land lease agreements consisting of 506 acres.  Charts with details of the land exchanges 
and leases are in Appendix B of this report. 
 
 
OBJECTIVES AND SCOPE 
 
We were asked to examine the propriety of the CMA land transactions by Thom Reilly, County 
Manager.  Our audit report includes examination of all land exchanges that were approved by the 
BCC between April 4, 2000, and January 18, 2005, and major leases.  An interim audit report of 
the DOA, CMA Land Exchanges, Gragson Trades 16 and 19 was issued on July 18, 2005.  This 
report addresses our findings of the final analyses performed and includes all relevant findings 
addressed in the interim report. 
 
 
METHODOLOGY 
 
We performed audit procedures for all land transactions including leases.  These procedures 
consisted of review of laws, rules, and regulations, walkthrough observations, interviews of 
management and staff, and detailed analyses and testing.  We performed our audit procedures 
taking into consideration the disposal procedures established in the Property Disposal Program. 
 
As part of the audit procedures, the Clark County Audit Department commissioned Marshall & 
Stevens to review the appraisals conducted on 91 parcels we judgmentally selected.  The purpose 
and scope of this engagement is included in the final report from Marshall & Stevens.  Marshall 
& Stevens is an independent national financial and valuation firm established since 1932.  The 
Audit Department also commissioned Mr. Marvin Wolverton, PhD and MAI, to assist the Audit 
Department in developing the scope of work for Marshall & Stevens based on the Audit 
Department’s analysis of the land transactions.  The scope of that work included reviewing 
appraiser instructions, scope of assignment, and any hypothetical conditions; performing a 



Clark County Department of Aviation 
CMA Land Exchange and Lease Audit 
 
 

 
 
                     AUDIT DEPARTMENT 

3

thorough review of the third party real estate appraisals, and comparing the data and conclusions 
to one another; physically inspecting each of the properties as necessary; commenting as to 
whether proper valuation methods were employed; determining whether the most comparable 
data was analyzed; reviewing market conditions, supply and demand, growth patterns and the 
impact on the assets; and comparing industry trends and investment criteria to those employed in 
the appraisal. 
 
Our last day of fieldwork for the aforementioned trades was November 3, 2005.  Our audit was 
conducted in accordance with generally accepted government auditing standards. 
 
 
RESULTS IN BRIEF 
 
Our audit found that the DOA accomplished its goal of reducing the number of acres within the 
CMA area that is available for residential development and acquired acres that enhanced the 
County’s existing holdings through assemblage of parcels. It is not possible to say with any 
reasonable degree of certainty what part of gains we observed were normal land values and what 
part were due to appraisals being poorly done or because an auction was not performed. 
 
We further found that the DOA allowed appraisals to be predominately commissioned by the 
applicants, principally by Scott Gragson and his associates (Gragson and Associates), and that 
Tim R. Morse primarily performed the land valuations.  This placed Mr. Morse in a position to 
significantly influence land valuations.  We based this conclusion on the results of our analyses 
that showed that Gragson and Associates commissioned 54 percent of the incoming and 59 
percent of the outgoing appraisals.  Mr. Morse conducted 76 percent of incoming and outgoing 
appraisals, and in years 2001, 2003, and 2005, he was the sole appraiser used to value CMA land 
exchanges that were approved by the BCC.  We also found that Gragson and Associates 
primarily commissioned Mr. Morse to perform their appraisals.  He performed 119 of 125, or 95 
percent, of such appraisals.  Mr. Morse also appraised 75 percent of the parcels that were 
subsequently resold with gains.  In addition to these findings, the consultants we hired found 
numerous questionable practices with appraisals primarily performed by Mr. Morse.  
 
Additionally, the DOA did not adhere to several of the significant rules of the Property Disposal 
Program, which led to appraisals being commissioned by the applicant and the inability to have 
access to information that would have facilitated the determination of whether land values used 
in the exchanges were representative of fair market value.  We find this significant in that the 
rules were designed to ensure impartiality and fairness.  As a result, we cannot confirm that 
equitable treatment between applicants occurred prior to the presentation of land exchange 
transactions to the BCC. 
 
The DOA also demonstrated significant deficiencies in the administration and management of 
CMA land disposals.  We concluded that adopted practices contributed to allowing large trades 
to occur that might have discouraged smaller competitors.   
 
The result of our audit further found errors and other issues in transacting land exchanges.  We 
found that 5 acres of land was conveyed to Gragson and Associates without the County receiving 
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payment or land value.  Mr. Morse also participated in one trade that we feel may represent a 
conflict of interest.  We also found that a 2.5 acre parcel, designated for a fire station, had been 
improperly conveyed to Gragson and Associates.  Gragson and Associates then attempted 
payment by substitution of another parcel in a trade.  However, we further determined that the 
payment for this property did not occur.  The DOA did not receive payment for the parcel 
conveyed and the value of the parcel substituted was not equitable. 
 
In reviewing the lease options granted to developers in the CMA area, we determined that the 
terms granted as part of the lease were not developed as a part of a competitive bid process.  We 
felt if such a process had been followed, lease terms more favorable to the County would have 
been developed. 
 
Other findings were noted and are discussed in the Detail of Findings section in this report. 
 
 
DETAIL OF FINDINGS 
 
Accomplishment of Main Objective 
 
The main objective of the land exchanges was to prevent future incompatible development in 
noise impacted areas within the CMA.  In order to accomplish this, the Property Disposal 
Program was adopted by the BCC that contained General Policies.  The General Policies states 
that exchanges are a preferable disposal option if the County reduces the number of acres within 
the CMA that is available for residential development or that enhances the County’s existing 
holding through assemblage of parcels.  All residential, including higher density residential 
parcels, were considered a high priority.  Areas where the County was assembling larger 
contiguous holdings that would eventually be leased were also considered a priority.  Parcels 
located within Rural Neighborhood Preservation (RNP) areas were not preferable, however, the 
DOA was not prohibited from exchanging these parcels. 
 
Determining whether these objectives were accomplished in the best interest of the County and 
the general public is subjective.  However, the facts are that 1,285.6 acres were traded out, with 
an appraised value of $212.4 million, in exchange for 735.3 acres and $19.7 million in cash.  The 
General Accounting Office, in a 1996 audit of Southern Nevada land exchanges by the BLM, 
concluded that auctions were expected to result in higher land values received than exchanges.  
They did this by reviewing records in the Clark County Assessor’s and Recorder’s offices on 
properties that were exchanged and almost immediately sold.  We performed similar procedures 
in our audit.  Based on our examination of properties resold, we are unable to come to the same 
conclusion that auctions will result in higher revenues than the land’s appraised value.  Our 
analysis showed that 10 of 32, or 31 percent, of parcels with gains over $1 million were resold 90 
days or less from the date the exchange was recorded to the date of resale.  The gain on these 
parcels was 100 percent over the appraised value.  Of the 52 parcels with gains under $1 million, 
28, or 54 percent, of these were also resold 90 days or less from the date the exchange was 
recorded.  The gain on these parcels was 46% over the appraised value. We realize that a 
significant volume of all the land exchanged took up to a year from the date appraised to the date 
of resale.  We obtained assessed valuations for the years 2001, 2002, and 2003 on twelve parcels 
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within the CMA area that were not owned by the County but were within areas where the County 
had exchanged parcels out.  The assessed valuations on these parcels between July 1, 2001, and 
July 1, 2002, increased within a range of 10 percent to 150 percent.  Assessed valuations on these 
same parcels increased within a range of 0 percent to 65 percent between July 1, 2002, and July 
1, 2003.  Therefore, it is not possible to say with any reasonable degree of certainty what part of 
gains we observed were normal land increased value and what part were due to appraisals being 
poorly done or because an auction was not performed.  As a result, we cannot estimate what 
additional funds would have been received in an auction of these properties over an exchange. 
 
Zoning and Priority Areas 
 
An analysis of priority areas was performed based on the criteria established in the Property 
Disposal Program and Zoning at the ROI date for each parcel included in an exchange involving 
CMA property.  We considered RNP property to be non-priority, as the Property Disposal 
Program stated that it was preferred not to exchange this type of property.  The results of our 
analysis showed that the DOA significantly accomplished their established goal in exchanging 
parcels that were in the identified areas.  We found that 690 of 735.3 acres, or 94 percent, traded 
to the DOA were within identified priority areas based on zoning at the date of the ROI.  A total 
of 20 parcels containing 45 acres, or 6 percent, were not in priority areas.  These were not 
considered priority, as these were either in RNP land use areas, were not residential, or were not 
within an identified lease area. 
 

 
*Lease area does not include those acres included as R-E 

 
 
Figure 1 shows the percentage of acres traded to the DOA by priority type.  The acres were 
prioritized in the following order:  Higher Density Zoning, R-E Zoning, Lease Area, Public 
Facility, and Non Priority (including RNP and other).  A parcel could be both R-E and within an 
identified lease area.  The acres, for purposes of this illustration, would be included in the R-E 
percentage. 
 
Although the DOA accomplished its goal, the land exchanges were not necessarily driven by the 
need to restrict property.  It appears a desire to facilitate the accumulation of land acres for future 
leases was an equally important factor in exchanging properties rather than auctioning property.  
As previously mentioned, lease areas are considered a priority.  A significant portion, 412 acres 

CMA Priortiy Areas
Figure 1

14%
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R-E
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representing 56 percent of total acres traded to the DOA, was within an identified lease area.  Of 
the 412 acres, 106 acres (or 26 percent) would not have been considered priority had the County 
not desired to assemble parcels for future leasing, principally because they were not zoned as 
residential properties.  This situation gives the impression that the lease areas significantly 
impacted the decision making of the DOA as to whether to accept trades. 
 
Figure 2 shows that 56 percent of acres traded to the DOA were within the identified lease areas.  
The chart further illustrates the proportion of leased area to total acres traded to the DOA within 
the CMA area by priority type. 
 

 
 
Current Zoning Status 
 
Zoning status on a parcel of land is conforming when an application for zoning is applied for and 
conforms with the master land use plan in effect.  The zoning status does not expire.  If a master 
land use plan is changed, the owner of the parcel is allowed to build with the existing zoning 
status even if that status no longer conforms to the land use plan. 
 
We obtained the current zoning status as of March 21, 2005, and found that approximately 657 
acres of 1,285.6, or 51 percent of the parcels traded out still held some form of residential zoning 
status as shown in Figure 3 below.  The DOA has informed us that at this time they review all 
zoning changes. 
 

 

CMA Lease Area
Figure 2
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As of March 31, 2005
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Non-Conforming Zone Changes 
 
We were asked by the BCC to determine whether non-conforming zone changes occurring prior 
to the land exchanges could have affected CMA land exchange valuations.  Primarily, the 
concern was that parcels would be zoned to higher density residential increasing subsequent 
valuation on parcels traded to the DOA.  During the period 1999 through the end of 2004, 
according to unaudited records received from Current Planning, 14 non-conforming zone 
changes, resulting in higher density zoning, occurred in the CMA area.  Sixty percent of these 
changes occurred in the 1999 and 2000 time frame.  Land associated with four of the non-
conforming zoning changes were traded to the County.  The acreage associated with these 
changes represented 8 percent of all land traded to the County.  Subsequent retrades on three of 
these changes made prior to the disposal program resulted in one-third of the realized losses, as 
described in the retrade section of the audit report.  However, the appropriate appraisals of these 
properties are still in question.  Also, the non-conforming zoning changes expired on these 
parcels.  Based on our results, we found minimal indication that prior non-conforming zone 
changes occurred that could have affected the subsequent appraisal value of CMA land 
exchanged.  An ordinance was also adopted to make it more difficult to make non-conforming 
zone changes on land. 
 
Acquisition of Parcels in RNP Areas 
 
The DOA exchanged land whose land use was RNP.  According to the Property Disposal 
Program, the DOA preferred not to consider parcels in RNP areas.  However, 15 parcels with 
RNP land use at the time the BCC approved the Resolution of Intent to Exchange were 
considered and finally approved for exchange.  Figure 4 shows the RNP parcels accepted by 
trade. 
 

RNP PARCELS TRADED IN  
Figure 4 

 

Trade 
No. of 

Parcels Acres Value 

T & M Beltway 1 2.5 640,000 
Ricco Williams 9 15 997,000 
Gragson Trade 19 3 10.9 1,195,000 
   Total RNP 13 28.4  $    2,832,000
Total Traded In 232 735.3 $  195,765,500 
RNP Percentage 6% 4% 2%

 
 
Since the parcels in RNP land use areas were not considered a priority and were not in an area 
where the County desired to accumulate land for assemblage, we concluded these properties 
should not have been accepted for trade. 
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Land Exchanges Used as Speculative Investments 
 
Subsequent to the recording of the parcels traded out, 84 parcels or portions thereof were resold 
by the applicant.  We based the applicant gains and losses on resale values provided on the 
Declaration of Value when the deeds were recorded, and appraisal values as approved by the 
BCC on the ROA date.  Some gains and losses were estimated, as several parcels were often 
recorded on the same deed.  The stated Declaration of Value amount was prorated between these 
parcels based on acreage we obtained from the Assessor.  Of these parcels sold, the applicant 
made estimated net gains of $101.3 million, including losses of $4.3 million.  The losses consist 
primarily of one resale transaction.  This is discussed in further detail in the Individual Trade 
Findings section of this report.  Gains of $1 million and over amounted to $81 million, 
representing 372 acres of 32 parcels resold.  Gains under $1 million amounted to $24 million, 
representing 214 acres of 52 parcels.   
 
Land exchanges were not intended to be used as speculative investments.  The Property Disposal 
Program provided means for the DOA to promote compatible development within the CMA 
area.  Instead, a large number of parcels were acquired and used for investment purposes, as 
demonstrated by the number of parcels that were subsequently resold by the participants after the 
approval of the trades.  Some of these properties were immediately turned over within 90 days 
after the initial recording of the parcels traded, as illustrated by Figure 5.  The average time to 
record these properties after BCC approval of the exchange was 193 days, or approximately six 
months. 
 

 
Although it is not reasonably practical to control the development of the property after it is 
exchanged, enforcement of the requirement to submit a complete Expression of Interest would 
have ensured the property was traded to companies or individuals who had a history of being 
developers rather than speculators. 
 
Recommendations 
 
We recommend that zoning for parcels disposed be in line with government plans of optimum 
land use for the general good of the public.  Therefore, proper planning by the County of future 

Resale Gains 
Days From Trade Recording

Figure 5

$34,831,928

$69,816,986 90 Days or Less

More Than 90 Days
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land use needs should occur, land use plans amended, and properties appropriately zoned to 
conform to land use plans prior to disposal.  We further recommend that the responsibility for 
monitoring compliance with deed restrictions on CMA lands exchanged be directly assigned to a 
department or division. 
 
County Use of Master Lease Areas 
 
The DOA stated the lease areas were selected mainly because of the large amount of contiguous 
land controlled by the DOA in those sections to be developed into large master planned 
business/industrial parks that would assist in discouraging residential development.  The specific 
areas selected are reasonably based upon a review of a consultant survey commissioned by the 
DOA. The DOA informed us that developers approached them with specific requests to develop 
the land.  The DOA did not require that master plans be submitted for review prior to acceptance 
of the major three lease options.  In fact, the options for the leases indicate it was an option of the 
developer to provide a master plan.  Although the leases were advertised, a bidding process was 
not used. 
 
We were not shown analyses or studies that indicated that the best way to develop that area was 
by leases rather than sales.  We feel this decision to use leases should have been better 
documented.  If such a study indicated leases were the best option, we feel the County should 
have developed a master plan and then solicited invitations to bid based upon the County’s 
master plan.  In that manner, we feel terms more favorable to the County than those used would 
have been developed. 
 
County Selection of Master Lease Terms 
 
The County used a basic agreement for all CMA leases, the terms of which were set when the 
option was granted.  We were informed that the terms were derived from the terms in the original 
off-airport lease known as Majestic Runway Partners, a non-CMA property, which was agreed to 
in 1996.  Essentially similar terms were also used in other non-CMA property leases known as 
EJM Spenser Helm and Sunset Business Park.   
 
There were no cash payments for the leases, and the County did not receive any revenues until 
after the buildings were rented.  Additionally, the developer received all net revenues until their 
equity contributions, along with a return of 11 percent, were repaid.  Only then did the County 
start receiving 50 percent of the net revenues.  Leases of this type are more participatory leases 
as the DOA participates in the net cash flow and therefore is subject to higher levels of risks 
involved, such as unexpected vacancies.  As such, they usually command a higher level of return 
than a straight ground lease. 
 
However, there are no supporting records showing either detailed discussion by DOA personnel 
on the lease agreement model used to structure the lease agreements or discussions with the 
developer on the leases prior to entering into the lease options. There is no documentation of real 
estate consultants reviewing lease terms other than a golf lease, and there was no evidence of any 
alternative lease terms offered or suggested, such as a straight ground lease, or a provision for 
accelerated payments in the early lease years to recover the cost of the land leased with perhaps a 
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lower revenue share.  As a result, all property leased under these options have identical terms 
when executed, even though the developments were of all types of properties, ranging from 
office to industrial, which would normally be expected to be valued at different discount rates 
and have different occupancy levels. 
 
No Payments For The Lease Option 
 
The lease area remained committed to the developer with no payment to the County for 
considerable periods.  Even after the actual lease was signed, the County did not receive any 
payment for an extended period, often greater than six years. 
 
No Equity Contribution 
 
The County received no payment for its equity contribution of land, while the developer received 
a preferential return on its equity contributions of eleven percent.  While the County will retain 
ownership of the land, and the buildings will revert to the County in 50 years, the mechanics of 
present value analysis result in an insignificant value being assigned to the property after such a 
significant period.  The practical result of this is that retaining the ownership rights is not valued 
at any significant amount when considering alternative lease structures.  Therefore, we feel that 
the DOA should have negotiated to receive more of the cash flow in the early years of the lease 
to recover their investment of land in the participating lease while occupancy levels are more 
predictable and assured even if this would have resulted in receiving less than 50 percent share of 
revenues. 
 
Use of a Participation Lease Rather Than a Ground Lease 
 
The lack of return for the County’s equity contribution and the use of low discount rates that do 
not effectively reflect higher risks on certain leased properties have significant effects.  Using 
more appropriate discount rates reveals it was sometimes in the better interest of the DOA to 
have entered into a straight ground lease due to the higher risk involved in a participatory lease.   
 
EJM Spencer & Helm Business Center  
 
To illustrate the effects that the assumed discount rate and occupancy rates have on CMA 
properties, we analyzed the EJM Spencer & Helm Business Center under different discount rates 
and occupancy levels. This lease consists of land with three multi-tenant industrial buildings off 
of Sunset near the airport, and was the second lease entered into with the participatory lease 
terms.  We performed two analyses on the net present values of projected cash flows from 
operations, to compare the participatory lease to a straight ground lease, using various occupancy 
rates.  We used the original projections provided by the developer out to 15 years with the 
residual sales value of the land included in the projection at year 16, which served to value the 
remaining period of the lease.  We also did this for the full 30-year projection provided by the 
developer to ensure the shorter period did not unduly affect the analysis.  Both the 15 and 30-
year analysis arrived at the same conclusion.  We used the shorter 15-year period as estimated 
tenant rents and CPI rates are not reasonably predictable beyond that period.  This allows us to 
compare two different types of leases to see which is more advantageous.  This is done even if 
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there is no intent to sell, as we are principally showing the effect of the discount rates on the 
participatory leases.  The table in Figure 6 shows the participatory lease compared to a straight 
ground lease at various occupancy rates.  Positive numbers show the expected value of the 
participatory lease above that of the straight ground lease.  Basic ground lease assumptions and 
inflation were the same as used by the DOA in their original analysis. 
 

Participatory Lease to Ground Lease Comparison 
Figure 6 

 
  Occupancy Rate 

  95% 90% 85%

7% $54,177 ($39,207) ($132,591)

8% $32,961 ($51,151) ($135,263)

9% $14,830 ($61,045) ($136,920)

10% ($649) ($69,195) ($137,740)

D
is

co
un

t R
at

e 

11% ($13,846) ($75,859) ($137,873)
 
 
As shown in the table, the participatory lease is only favored at very high occupancy rates and 
very low discount rates.  It is important to remember that the analysis should be done using the 
expected occupancy rates over the term of the land lease.  So even if current occupancy rates are 
high, the possibility of future declines must be given serious consideration.   
 
Additionally, discount rates for real estate properties varied from 8 percent to 12 percent during 
this period based upon the type of property, occupant lease terms, and credit worthiness of the 
tenants.  If you use the lower discount rate of 8 percent, which we were informed is reasonable 
for this type of property, the participatory lease is more favorable until the occupancy level drops 
below 95 percent.  A report obtained from Colliers International Partnership shows that Las 
Vegas area industrial property vacancy rates were 10.1 percent in the last quarter of 2003.  
 
Beltway GES Lease 
 
Analyses of one Beltway and six Blue Diamond leases show similar results.  In fact, the Beltway 
Business Park Warehouse No. 1 lease shows that cash flows from a straight ground lease are 
higher than the participatory lease until the last four years of the second five-year option period, 
as shown in Figure 7 (Basic ground lease assumptions and inflation were the same as used by the 
Developer in their original analysis, and we extended the present value to the full original term 
plus options, rather than a more usual length of 15 years for the analysis).  As previously 
mentioned, we assumed the property was sold at that time subject to the remaining master lease. 
 
On a present value basis, the participatory lease is significantly less valuable than a straight 
ground lease. 
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Beltway Business Park Warehouse No. 1 GES Exposition Services 
Figure 7 

      

Description Year 

Beltway Business Park 
Warehouse No. 1 GES 

Participatory Lease 
Projections 

DOA Flat Ground Lease 
Cash Flow Projections @ 

$.523/Sqft 
  Year 1     $                      -    $                          -
  Year 2     $                      -    $                          -
  Year 3     $                      -    $                          -
  Year 4   116,803 1,160,874
  Year 5   812,584 1,194,655
  Year 6   823,315 1,229,420
  Year 7   950,272 1,265,196
  Year 8   949,323 1,302,013
  Year 9   1,034,606 1,339,902
  Year 10   1,095,213 1,378,893
  Year 11   1,107,239 1,419,019
  Year 12   1,249,855 1,460,312
  Year 13   1,248,755 1,502,807
  Year 14   654,549 1,546,539
  Year 15   1,376,266 1,591,543
  Year 16   1,375,064 1,637,857
  Year 17   1,373,827 1,685,519
  Year 18   1,372,552 1,734,567
  Year 19   785,391 1,785,043
  Year 20   2,811,846 1,836,988
  Year 21   3,063,620 1,890,444
  Year 22   3,062,185 1,945,456
  Year 23   3,060,707 2,002,069

Land Value   $               21,551,045 $               21,551,045 

Total Cash Flow   $               49,875,017 $               52,460,163 

Net PV Lease @ 7% Discount Rate   $               14,408,764 $               16,791,477 

Present Value Variance between 
Participatory Lease and Ground Lease   $               (2,382,713)

Net PV Lease @ 8% Discount Rate  $               12,330,161  $               14,609,462 

Land Value at Inception  $               12,142,742  
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Marshall & Stevens Comments of DOA Leases 
 
Marshall & Stevens also was asked to review the lease agreements of certain airport leases.  
Specifically, Marshall & Stevens: 
 

• performed a technical review of a lease option agreement; 
• conducted an analysis of the extent to which the lease does or does not conform to 

arrangements typically entered into by public-private land development projects; 
• analyzed the related land lease agreement(s) to determine the public partner’s expected 

rate of return; and 
• assessed the sufficiency of the public partner’s expected rate of return by comparison 

with the rate of return attainable in the market, by assumption of risk similar to the risk 
being taken by the public partner. 

 
In reviewing the scope of work on the leases, Marshall & Stevens concluded that the Lease 
Option Agreement, and in particular, the ground lease entered into thereto, create a relationship 
which is more in the nature of a joint venture than a ground lease.  A ground lease is designed to 
be a safe and secure structure under which the ground lessor receives a regular and anticipated 
stream of income and, upon termination of the ground lease, receives completed buildings which 
can then be rented by the ground lessor. 
 
By contrast, in a joint venture, the joint venture partner does not receive any income until the 
project has achieved a positive cash flow.  The joint venture imposes a substantial element of 
uncertainty and risk on the part of the joint venture partner, in exchange for a potentially greater 
return.  While it is possible that, over the long run, the joint venture might result in a greater 
return to the County, there are very few controls the County has in the contract.  It does not 
appear that these risks were addressed.  The developer will receive the return of its equity and an 
11 percent per annum profit before any sums are paid to the County.  The land represents a 
substantial capital contribution by the County to the joint venture.  There should be a return 
payable to the County on the land similar to the return on the capital contributed by the 
developer.   
 
Finally, Marshall & Stevens states: 
 

“Albeit, the above concerns relative to return on investment and risk are indicated 
within the documents reviewed, it should be noted that we have perceived that the 
County has its own unique motivation within the overall scheme of development 
within the proximity of the Airport.  The County will share in the risk relative to 
the development; however, will receive in return reasonable commercial 
development under the limitation of the Avigation Easement and without the 
necessity for the County to provide cash contributions in order to facilitate the 
projects. 
 
However, in compliance with the Southern Nevada Public Land Management Act 
of 1998, the transactions must represent fair market value.  An analysis of the 
future projection of the individual projects will indicate whether the present value 
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of the future return of the County will represent a fair market value in spite of the 
appearance of the documents we have reviewed.  The analysis of the eventual 
projection of return will not negate our concerns relative to the County’s risk and 
typical returns on investment typical of market transactions.”   

 
Marshall & Stevens then concluded that the potential return within the joint venture is not 
enough to warrant the potential risk inherent in a project where the County (or any entity) does 
not monitor or manage the investment on a daily basis.  A more detailed analysis is included in 
the Marshall & Stevens report. 
 
Recommendations 
 
We feel that the County should establish a study group to determine the best way to handle 
future development of land under the Department of Aviation’s control. 
 
Should the County determine that an area is best developed through retaining ownership of the 
property, we feel that the best way for this to occur is for the County to insist on a master plan 
and a development schedule prior to entering into any option on the area.  Any lease should 
include more than a nominal rental of the undeveloped option area to ensure rapid development, 
and a thorough analysis of the types of leases offered should be performed.  A preferred 
alternative would be for the County to develop the master plan and then open segments to bid for 
options on smaller areas within the master area that would be expected to conform to the 
County’s master plan. 
 
The lease bids could then be compared to get the best compromise between expected use and 
revenue.  We feel that a straight ground lease is often a better alternative, as they are usually non-
terminable, except under bankruptcy; not dependent on the management of a third party; and 
provide predictable returns.  In the event that a participatory type of lease is chosen, we feel that 
the County should insist on some form of return for the land contribution, something similar to 
the return the leasee is getting on the current leases.  This might be accomplished through 
negotiation by lowering the participation percentage. 
 
Appraisal of Land Exchange Parcels 
 
Appraisal Data 
 
To assist with the review of appraisals and leases, the Audit Department hired Marshall & 
Stevens, a national valuation and consulting firm. Marshall & Stevens reviewed several attributes 
that determine value conclusions in an appraisal.  In certain instances, as shown in the attached 
Marshall & Stevens analysis, the consultants did not agree with all of the appraisers’ evaluations 
of the attributes.  However, it should be noted that appraisal reports relating to the phase one 
review of Gragson Trades 16 and 19 were provided in a summary report, and Marshall & 
Stevens did not have access to the appraiser’s original working papers. 
 



Clark County Department of Aviation 
CMA Land Exchange and Lease Audit 
 
 

 
 
                     AUDIT DEPARTMENT 

15

As a result, Marshall & Stevens could not make a final conclusion at that time on the 
reasonableness of the appraiser’s value conclusions but concluded that “there are significant 
issues” where there is either: 
 

• insufficient information to comment upon their reasonableness, 
• no support for the conclusions, or 
• Marshall & Stevens disagreed with the methodology and/or conclusions. 

 
In phase two, Marshall & Stevens reviewed ninety-one (91) vacant land parcels and their 
associated appraisals and/or review appraisals.  These parcels were involved in portions of 
Gragson 2 and all of Gragson trades 9, 17, and 18; LVPPA; Rico Williams; and Tiberti I.  Below 
is the summarized scope of work of the appraisals: 
 

• review and analyze the appraisers’ instructions and appraisals to determine whether the 
appraisers deviated from generally accepted appraisal procedures, reached erroneous or 
flawed highest and best use conclusions, or aggregated the appraised parcels to be 
exchanged in a manner that could have had a material effect on value conclusion,   

• thoroughly review each real estate appraisal with regard to application of appropriate 
valuation methodologies and support for value conclusions. At a minimum, each review 
shall assess the legitimacy of the highest and best use conclusion, appropriateness of the 
comparable sales relied upon by the appraiser, and whether the adjustments made to the 
comparable sales were sufficient, 

• physically inspect appraised properties and comparable sales, as deemed necessary by the 
review appraiser, 

• determine whether any appraisal inconsistencies were evident in property values that 
systemically favored one party over another in circumstances where a single appraiser 
appraised the properties included on both sides of a land exchange, and  

• analyze market conditions, economic and demographic trends, freeway development 
plans, and land use patterns as of the valuation dates and assess whether the impacts 
thereof were appropriately accounted for in the appraisals. 

 
In general, for the appraisals Marshall & Stevens reviewed, they found, mostly to the County’s 
detriment, the following: 
 

• comparables were not appropriate, 
• disagreement with reportable values, 
• comparables available that were not used, thus skewing the value to the higher end of the 

range, 
• parcels valued above the recent listing and sales prices, 
• downward adjustments by one appraiser due to the fact that a deed restriction prohibited 

residential and public facility development, 
• failure to include several comparables in many instances with higher sales prices, 
• the appraiser valued the parcel as an assemblage, tending to lower the value of the parcel, 
• the appraiser failed to use the recent sale of the subject as a comparable, 
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• the appraiser seemed to use sales with low prices per square foot when higher sales were 
available, 

• the appraiser stated that an alternate Highest and Best Use for some properties would be 
to “trade to the County”; in fact the private owner purchased them just for that purpose. It 
is understandable that a developer might acquire property that the County needs in order 
to facilitate a trade. However, to state that the Highest and Best Use is to trade with the 
County implies that the trade is one of the best ways to maximize profit,  

• the continuous use of sales that are appraised for more than recent sales or listings, and 
the continuous use of sales that are in excess of recorded sales, results in artificially 
increasing the value of the Parcels, and  

• the continuous practice of including negative adjustments on County land that is outgoing 
and positive increases of sales through additional fees may cause a detriment to the 
County’s position. 

 
We analyzed resale gains by appraiser.  Of the 176 parcels traded out, 84 were resold with gains.  
Of these, 32 parcels were resold with gains of $1 million and over, and amounted to $81 million.  
The remaining 52 parcels were resold with gains under $1 million and amounted to $24 million.  
The results of our analyses shows that Mr. Morse primarily appraised parcels with estimated 
resale gains of $79 million, or 75 percent of total gains of $105 million.  We did not perform 
other procedures on gains, as Marshall & Stevens Valuation Consultants were hired to review 
appraisals.  
 
The estimated gains we determined assumed that appraisal values used in land exchanges were 
reasonable.  The results of the Marshall & Stevens report, as indicated above, found various 
issues with appraisal values, indicating that CMA land exchange values did not always fairly 
represent market value at the effective date of the appraisal.  The gains subsequently achieved by 
the participants are affected by the valuations used in the CMA land exchanges.  Figure 8 shows 
the average gains by appraiser.  Figure 9 shows the distribution of gains by the appraiser who 
valued the CMA land that was subsequently resold.  
 
 

Gains by Appraiser 
Figure 8 

 
Appraiser Tim R. Morse Shellie Lowe Gary Kent Foster Clark 

Total Gains  $    77,530,801 $    14,452,598 $      9,296,581 $      1,443,934 
Acres Resold                    480                     65                     20                     10 
Average Gain per Acre 
by Appraiser  $         161,560 $         220,785 $         464,829 $         144,393 
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Commissioned by Appraiser 
 
We analyzed appraisal data by the entity/person who commissioned the appraisals and the 
appraiser who performed the valuation of CMA land exchanged.  The results of our analyses, 
Figures 10 and 11, show that the DOA commissioned 66 of 408 appraisals, or 16 percent, by 
parcel count.  Gragson and Associates commissioned 229 appraisals, or 56 percent.  Of the 56 
percent, Mr. Morse appraised 95 percent of Gragson and Associates commissioned appraisals.  
Mr. Morse appraised 74 percent of incoming parcels and 78 percent of outgoing parcels.  
Therefore, by not adhering to the Property Disposal Program rules regarding commissioning 
appraisals and through an inadequate review of appraisals, as mentioned in other findings in this 
report, the DOA did not assure the appraisals were done with the County’s best interest in mind.  
In addition, by allowing the outside party to commission the appraisals, the County was 
precluded from having access to information regarding the basis of land values, as the appraisals 
were primarily prepared in summary form. 
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CMA Land Exchange
Resale Gains by Appraiser

Figure 9

Under $1 Million  $19,078,966  $3,199,826  $-  $1,443,934 

$1 Million and Over  $60,376,835  $11,252,772  $9,296,581  $- 

Tim Morse Shelli Lowe Gary Kent Foster Clark
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Commissioned By Appraiser 
Incoming Parcels 

Figure 10 
 

Commissioned 
By Type Foster Clark Gary Kent Shelli Lowe Tim R. Morse Incoming Total

Parcels 4 9 23   36

Acres 14.14 21.72 73.66   109.52DOA 

Amount  $ 2,457,000 $ 11,312,500 $ 13,654,000    $ 27,423,500 

Parcels 0 0 6 119 125

Acres 0 0 31.97 386.98 418.95Gragson 

Amount  $                     -  $                       - $        6,390,000 $ 120,352,500  $    126,742,500 

Parcels 10 4 5 52 71

Acres 20 15 17.19 154.64 206.83Others 

Amount  $      2,702,000  $        2,390,000 $        6,900,000 $   29,607,500  $      41,599,500 

Parcels 14 13 34 171 232

Acres 34.14 36.72 122.82 541.63 735.31Totals 

Amount  $      5,159,000 $      13,702,500 $      26,944,000 $ 149,960,000  $    195,765,500 
 
 

Commissioned By Appraiser 
Outgoing Parcels 

Figure 11 
 

Commissioned 
By Type Foster Clark Gary Kent Ken Lamb Shelli Lowe Tim R. Morse 

Outgoing 
Total 

Parcels 3 10  14 3 30

Acres 27.5 64.25  76.47 15 183.22DOA 

Amount  $    7,149,000  $  10,137,000  $  20,860,000 $      2,495,000  $    40,641,000 

Parcels 0 0 0 6 98 104

Acres 0 0 0 35.69 841.82 877.51Gragson 

Amount  $                  -  $                  -  $                  - $    6,555,000 $  126,136,000  $  132,691,000 

Parcels 1 2 1 1 37 42

Acres 2.5 25 5 18.26 174.11 224.87Others 

Amount  $       161,000  $    2,204,000 $       525,000 $    3,150,000 $    32,990,000  $    39,030,000 

Parcels 4 12 1 21 138 176

Acres 30 89.25 5 130.42 1,030.93 1,285.6Totals 

Amount  $    7,310,000  $  12,341,000 $       525,000 $  30,565,000 $  161,621,000  $  212,362,000 
 
 



Clark County Department of Aviation 
CMA Land Exchange and Lease Audit 
 
 

 
 
                     AUDIT DEPARTMENT 

19

Appraiser by Year 
 
On February 2, 2001, the BCC approved and authorized the Director of Aviation to sign 
contracts between Clark County and certain appraisers.  The resolution also authorized $530,000 
for the DOA to commission appraisals.  A schedule of the approved appraiser and allocated 
amounts for each appraiser was provided with the resolution.  Although the allocations were not 
restrictions on the amounts allowed for payment to appraisers, we did note that Tim R. Morse 
and Shelli Lowe were allowed up to 25 percent, the highest allocation.  While the DOA did not 
commission the majority of the appraisals, it is apparent from the table in Figure 12 (shown 
below), that Tim R. Morse performed a significant portion, 76 percent, of all incoming and 
outgoing parcel appraisals.  Each year after the approval of the BCC resolution, Mr. Morse 
exceeded the 25 percent allocation.  This shows the extent of influence that Mr. Morse had over 
the land valuation in the CMA land exchanges. 
 

 
Appraiser By Year 

Incoming and Outgoing 
Dollars in Millions 

Figure 12 
 

YEAR 
APPRAISER TYPE 1999 2000 2001 2002 2003 2004 TOTALS % 
Foster Clark Parcels   11  7   18 4.4%
  Acres   51.64  12.5   64.14 3.2%
  Amount   $11.7  $0.8   $12.5 3.1%
Gary Kent Parcels   20  5   25 6.1%
  Acres   96.22  29.75   125.97 6.2%
  Amount   $20.4  $5.7   $26.1 6.4%
Ken Lamb Parcels   1     1 0.2%
  Acres   5     5 0.2%
  Amount   $0.5     $0.5 0.1%
Shelli Lowe Parcels 11 38  6   55 13.5%
  Acres 47.59 169.96  35.69   253.24 12.5%
  Amount $11.1 $39.8  $6.6   $57.5 14.1%
Tim R. Morse Parcels   121 74 60 19 35 309 75.7%
  Acres   809.65 270.01 273.79 54.28 164.83 1,572.56 77.8%
  Amount   $113.1 $56.8 $54.0 $18.2 $69.5 $311.6 76.3%
Total Parcels   11 191 74 78 19 35 408 100.0%
Total Sum of Acres 47.59 1,132.47 270.01 351.73 54.28 164.83 2,020.91 100.0%
Total Sum of Amount $11.1 $185.5 $56.8 $67.1 $18.2 $69.5 $408.2 100.0%
Morse % of Parcels 0.0% 63.4% 100.0% 76.9% 100.0% 100.0% 75.7%
Morse % of Acres 0.0% 71.5% 100.0% 77.8% 100.0% 100.0% 77.8%
Morse % of Amount 0.0% 61.0% 100.0% 80.5% 100.0% 100.0% 76.3%
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DOA Retrades 
 
Retrades occur when a parcel of land is traded to the DOA and then is subsequently traded back 
out to an applicant.  The DOA encouraged retrades in order to place deed restrictions on 
properties to allow only for compatible uses as defined in the Interim Cooperative Management 
Agreement within the identified CMA boundaries.  The CMA land exchanges involved 32 
retrades, consisting of 123 acres, with incoming values of $25.2 million, and 120 acres with 
outgoing values of $26.7 million.  
 
The gains and losses realized by the DOA, as illustrated in Figure 13 below, were affected by the 
appraisal valuation that considered deed restriction on parcels traded out that were zoned at the 
ROI date as higher density residential.  Of the 32 retrades, there were 14 parcels with R-2 or R-3 
zoning.  However, in order for the DOA to further restrict land areas, higher density residential 
parcels were desirable properties for the DOA to acquire and then place deed restrictions.  In this 
perspective, the DOA accomplished the goals set in the Property Disposal Program to reduce the 
number of acres within the CMA that is available for residential development.  However, the 
cost of these retrades was reflected in realized losses of $3.8 million and potentially unrealized 
losses that would have decreased the realized gains of $5.3 million.  The gains that occurred 
were due primarily to the DOA holding the parcels for more than two years, with an average 
holding period of 2.97 years for those parcels with gains.  All losses were incurred when the 
DOA retraded within less than 2 years with average years held of 1.66.  We further noted 
apparent discrepancies between appraisals that would have unfavorably affected the gains and 
losses incurred by the DOA. 

 
The main objective of the retrades was to prevent claims from being filed against the County for 
noise level disturbances.  Paying additional monies to deed restrict the land defeats the County’s 
goal to prevent monetary losses.  Alternative means of preventing these claims were already in 
place.  In effect, the DOA bought out the properties in those retrades involving losses. 
 
Recommendations 
 
The Nevada State Legislature passed legislation prohibiting land exchanges with limited 
exceptions.  The legislation also requires that appraisals occur within six months of the date of 

CMA Land Exchanges
Retrade Gains and Losses

Figure 13

($3,818,000)

$5,303,700

Losses Gains
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disposal.  Since our interim audit report was issued for Gragson Trades 16 and 19, the 
responsibility of the land disposal process and leases has been redirected to Clark County Real 
Property Management including the relocation of DOA employees.  Our recommendations have 
taken these factors into consideration. 
 
The following are recommendations for the appraisal process: 

 
• An appraisal review process should be implemented with detailed written policies and 

procedures to include an in-house or external review of appraisals. 
• A full complete appraisal report conforming to Uniform Standards of Appraisal Practice 

(USPAP) should be required.  Summary appraisal reports should not be accepted unless 
they supply all of the backup information necessary to support the included analyses.  
The appraisal report should be based on current market conditions with current and 
equitable comparable sales comparisons.  The report should also include a requirement 
for appraisals to express land adjustments in monetary terms. 

• Written instructions detailing specific appraisal requirements should be provided by the 
County to commission appraisals.  An appraisal request form should be developed and 
used as part of the documents required to initiate a land acquisition/disposal process. 

• Policies and procedures over appraisal updates and revaluations of parcels should be 
established and implemented. 

• Appraisal services should be rotated among several appraisers approved by the BCC.  We 
have been informed during the course of the audit that this was adopted through 
ordinance. 

 
Lack of Adherence to Disposal Plan 

 
The Property Disposal Program was developed by the DOA and approved by the BCC on 
December 19, 2000.  The DOA did not adhere to many of the provisions of the program.  
Principally, Expression of Interest Applications were rarely used, and appraisals were 
commissioned by the applicant for both incoming and outgoing parcels (See the Appraisal Data 
section). 
 
We considered these areas as materially noncompliant with program rules.  We performed 
analyses to determine the extent of noncompliance of the Expression of Interest Applications.  
We found that of the 36 trades, only eight applications could be found in the trade files for our 
examination.  Application fees amounted to $14,500 and were inconsistently charged to the 
applicant.  Some applicants were charged more than one $500 fee for one trade.  A total of 
$18,500 should have been submitted, based on the number of trades approved by the BCC.   
 
However, an Expression of Interest application should have been filed for each property that 
either did not share a common boundary of 330 feet in length or was not intended by the 
applicant as part of a contiguous development.  We analyzed each trade to determine whether 
properties were contiguous.  We determined that 134 separate trades should have occurred.  
Expression of Interest applications would be required to be filed for each of these trades, 
representing $67,000 in fees.   
 



Clark County Department of Aviation 
CMA Land Exchange and Lease Audit 
 
 

 
 
                     AUDIT DEPARTMENT 

22

The significance of the Expression of Interest Applications is that these were to be used to 
control the trades and proposed land use for the parcels traded out.  Neither of these was 
accomplished.  Because these rules were not followed, fewer but larger trades occurred, which 
discouraged smaller competitors and limited the ability of competitors to bid cash offers greater 
than the values for the exchanges traded.   
 
The result of our analyses leads us to conclude that the DOA did not adhere to the Property 
Disposal Program rules.  We find this significant in that the rules were designed to ensure 
impartiality and fairness.  As a result, we cannot prove that inequitable treatment between 
applicants occurred prior to the presentation of land exchange transactions to the BCC. 
 
We recommend that all terms of the adopted disposal program should be clearly defined for ease 
of implementation, and written policies and procedures should be established and implemented 
with appropriate monitoring and supervision for future land disposals. 
 
Deficiencies in Program Administration 
 
The DOA was directed to administer, manage, plan, and dispose of approximately 5,230 acres of 
property transferred to Clark County, Nevada on March 30, 1999, from the BLM.  The results of 
our audit found that the DOA had significant weaknesses in administration of the land disposal 
program.  We concluded that these deficiencies directly contributed to allowing large trades to 
occur that had the result of discouraging competition.  We further found the DOA allowed the 
appraisals to be predominately commissioned by the applicants, principally by Scott Gragson 
and his associates, and that Mr. Morse primarily performed the land valuations.  This placed 
Mr. Gragson in a position to exert undue influence in the exchanges and, through Mr. Morse, 
significantly influence land valuations. 
  
The following summary list provides the primary areas where deficiencies occurred and where 
program administration should be strengthened or improved.   

 
• contiguous property requirements were so broadly applied as to include any property 

within the CMA area, that any requirements for contiguous land trades was not 
meaningful to the land exchanges; 

• recording of trades after BCC approval was prolonged beyond a reasonable period; 
• names of those involved in the trades were not completely and properly disclosed as 

required by the BCC; 
• parcels traded out were appraised more than once with changes in value that were 

unfavorable to the County; 
• the period between the effective date of an appraisal and when the BCC approved the 

trade was often unreasonable;  
• controls over cash received in the trades was not adequate; 
• an adequate appraisal review process was not established (this is discussed in the 

Appraisal Data section of this report); and  
• supervision and review of the exchange process was not adequate. 
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CMA Land Exchanges
Contiguous Trades Possible

Figure 14
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Contiguous Trades Possible

Some of these areas and recommendations are discussed in further detail in the following 
findings. 
 
Contiguous Requirements 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The DOA developed and implemented the Property Disposal Program used to administer, 
manage, and plan the disposal of approximately 5,230 acres of CMA land transferred from the 
BLM to the County.  The Property Disposal Program established rules for requesting CMA 
properties for exchange.  The rules for requesting these properties include submitting an 
Expression of Interest application for each requested property, unless the subject properties share 
a common boundary of at least 330 feet in length or are intended by the applicant as part of a 
contiguous development.  In addition to this requirement, the parcels must be of equal value, or 
the exchange must include a cash payment to Clark County, equal to the difference in value.  The 
maximum amount of cash offered may not be more than 25 percent of the exchange value of the 
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County owned property and may not exceed the value of any one County owned parcel requested 
to be included in the exchange.  All trades, as accepted by the BCC, met the cash payment 
requirements. 
 
In the administration and disposal of the CMA lands, the DOA has indicated this section of the 
Property Disposal Program to mean that all land within the CMA area is considered 
“contiguous”.   
 
This application of “contiguous” is overly broad and imposes no real limits.  Instead, contiguous 
should have consisted of determining whether parcels included in trades had a physical 
contiguous boundary of 330 feet or were part of a contiguous development within close 
proximity with shared boundaries.  This would have put some limitations on the size of trades 
and caused multiple properties being traded out by the County to have some relationship to each 
other. 
 
We performed an analysis of contiguous trades.  We examined each trade and determined 
whether properties were contiguous.  We did this by reviewing location and owners of parcels on 
line and by resale information.  This assumes that parcels with LLC names, etc., were owned by 
a different group/individual, as we are unable to determine ownership by individual name.  The 
number of trades was based on potential and not exact trades, as these trades could have been 
configured in different manners, as incoming values were matched to outgoing values based on 
our judgment.  We did not distinguish incoming parcel values from one another other than by 
value traded as approved by the BCC on the ROA (i.e. ownership or otherwise).  Therefore, 
incoming values were matched in the most optimum possible trade on the applicants’ behalf.  We 
realize that parcels could have been divided to potentially make a trade possible.  However, we 
did not consider this during the analysis. 
 
The results of our analysis revealed that 134 separate trades would have to be requested through 
an Expression of Interest application.  However, because of the 25 percent maximum cash 
payment requirement, only 85 of the 134 trades would have met the requirements of the cash 
rules.  For some of the trades, the DOA would have to make cash payments were the BCC to 
accept the trades.  We estimated that the County would have had to pay $12 million had these 
rules been applied less broadly and the BCC accepted the trades.  The County would also have 
received an additional $12 million on the trades that met the rules.  In effect, the County would 
have bought out portions of the parcels traded where the rules were not met.  Figure 14 illustrates 
the number of trades that would have been requested based on a more reasonable definition of 
contiguous. 
 
By the DOA interpreting “contiguous” to mean the whole CMA land area and then allowing 
separate exchanges to be treated as one trade, large exchanges resulted in keeping competition 
down.  We further believe that the full intent of the Property Disposal Program was for the land 
to be developed and not necessarily for investment purposes.  It is evident from the subsequent 
sales of outgoing parcels that the applicant did not intend to develop the property. 
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Prolonged Recordation 
 
The period between the BCC date of approval of the trade and the date the parcels in the trade 
were recorded was analyzed for timeliness.  It would be expected that upon approval of a trade, 
the parcels within that trade be recorded within 90 days.  We considered this a reasonable period 
based on our judgment. 
 

 
The results of our analysis showed that 85 percent of the incoming and 84 percent of the 
outgoing parcels were recorded more than 90 days after the BCC ROA.  Of the 228 documents 
recorded for incoming, 16, or 7 percent, were recorded a year or more after the ROA.  Of the 176 
documents recorded for outgoing, 20, or 11 percent, were recorded a year or more after the ROA.   
 
Figures 15 and 16 illustrate the percentage of parcels traded in and out within categories of 
periods to record from the date of the ROA. 
 

 
The prolonged period of time the parcels took to record indicated that the applicants either did 
not always directly own the property or had agreements with the owners’ contingent on 
occurrence of certain events, prior to entering into the trades.  Because of this, the County ran the 
risk that a trade would not be consummated if the land were not owned by the person/entity 
approved by the BCC.  Cash flow was also impaired.  The DOA received $19.7 million in cash 
from the trades that was to be allocated, in accordance with SNPLMA, 85 percent to BLM, 10 
percent for airport development and the Noise Compatibility Program, and 5 percent to the 
general education program. 

Incoming Parcels
ROA to Record Days

Figure 15
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Appraisal Days 
 
The period between the effective date of an appraisal and the date of the ROA was analyzed to 
determine whether the values used in land exchanges were comparable and representative of 
current market conditions.  We used six months as a reasonable period between the effective date 
of the appraisal and the ROA.  We used three months as a reasonable period for effective 
appraisal dates for incoming and outgoing parcels within a trade. 
 
The results of our analysis showed that 35 of 232, or 15 percent, of the incoming appraisals and 
76 of 176, or 43 percent, of the outgoing appraisals were done more than six months prior to the 
ROA.  When incoming and outgoing parcels are not valued within a relatively short period, the 
values may no longer be comparable.  In addition, since the majority of the parcels were valued 
more than three months prior to the ROA, the appraisals were likely not representative of the 
current market conditions.  
 
We further found that six of 37 trades, or 16 percent, had appraisals whose average days from the 
effective appraisal date to ROA between incoming and outgoing by trade exceeded three months.  
When this occurs, the land values of parcels traded within a trade may not be comparable, as the 
market conditions may have changed.   
 
Figure 17 categorically illustrates the days from the effective date of the appraisal to the date of 
the ROA.  A significant percentage, 43 percent, of outgoing parcels exceeded six months and 
may have been given comparably lower values than those appraisals that were done within six 
months. 
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Figure 17

1

99

73

3

43

154

31

4

0 50 100 150 200

90 Days or
Less

91 to 180
Days

181 to 365
Days

>365 Days

R
O

A
 to

 A
pp

ra
is

al
 D

ay
s

Number of Parcels Appraised Incoming Appraisals
Outgoing Appraisals

Within 6 Months:
85% Incoming
57% Outgoing

More than 6 Months:
15% Incoming
43% Outgoing



Clark County Department of Aviation 
CMA Land Exchange and Lease Audit 
 
 

 
 
                     AUDIT DEPARTMENT 

27

The six trades whose appraisals were conducted more than 90 days apart likely favored the 
private party on incoming parcels.  Figure 18 illustrates that the timing of the appraisals for 
incoming parcels occurred the majority of the time at a date closer to the approval of the trade 
(ROA), therefore potentially giving a favorable opportunity to the private party to receive a 
higher appraised value, assuming market conditions promoted an escalating sales price for 
vacant land.  The trades that are in the shaded area represent those trades whose appraisals 
between incoming and outgoing exceeded three months, placing the County in an unfavorable 
position for receiving comparable land valuations between trades. 

 
Positive Days - The positive days indicate that the incoming appraisals were conducted before outgoing 
appraisals.  In an escalating market, this would indicate a comparatively favorable position for the County 
as the land would be more likely to be valued at a higher amount with outgoing appraisals dated closer to 
the ROA date. 
 
Negative Days - The negative days indicate that the outgoing appraisals were conducted before the 
incoming appraisals.  In an escalating market, this would indicate a comparatively favorable position for 
the private party, as the incoming appraisals would be more likely to be valued at a higher amount with 
incoming appraisals dated closer to the ROA date. 
 
 

The results of this analysis lead us to conclude that a significant number of appraisals were not 
done on a timely basis prior to the BCC ROA, or in some instances, between parcels within a 
trade.  The timing of the appraisals also potentially gave the private party the favorable position 
in escalating market conditions for a majority of the trades. 

Appraisal to ROA Average Days 
Between Incoming and Outgoing Parcels By Trade

Figure 18
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Disclosure of Names 
 
On June 18, 2002, the BCC approved a resolution that required the disclosure of names for land 
exchanges as well as other transactions.  The resolution required disclosure of names for those 
with more than 5 percent financial or ownership interest in non-publicly traded business entities.  
The resolution also states that the BCC is not to act on any item until a completed disclosure 
form has been received from any business entity seeking BCC approval.  Although the disclosure 
forms are only required to be maintained for one year from the date the form was received, the 
forms are filed with the agenda items in the Clerk’s Office. 
 
As the first land exchange trade was approved by the BCC on May 16, 2000, there are no 
requirements for name disclosures for those trades that occurred previously.  A total of 32 trades 
had been approved before the BCC established and approved the resolution for disclosure of 
names.  Five trades occurred after the approval of the resolution.  We examined the disclosure 
forms for each of these trades.  Of the five trades, 55 of 63 names noted on recorded deeds for 
County owned parcels traded to private owners were not on the disclosure forms.  However, we 
do not have sufficient information to determine how many owned less than 5 percent interest. 
 
Many of the recorded names not reported on the disclosure forms were for limited liability 
companies (LLC).  The majority of those names disclosed on the forms appeared to be only 
partially disclosed, as only the managing member or another LLC name was listed.  Full 
disclosure of individuals’ names and percentage ownership associated with the persons/entities 
that signed the documents should have been provided to the BCC by the DOA before approval of 
the trade.  The agenda items prepared for the BCC also lacked definitive names as to who was 
engaged in the trades.  Primarily, “et al” was noted on four of five agenda items prepared by the 
DOA for presentation to the BCC for acceptance of the trades.  It was the DOA’s responsibility 
to ensure that the disclosure forms were properly completed and to subsequently follow through 
the land conveyance process to ensure that those approved to receive CMA land were those that 
recorded the deeds on those parcels. 
 
This is also an indication that the escrow process was not properly monitored and documents 
appropriately reviewed prior to signing by the DOA.  Escrow instructions should have included a 
list of names authorized by the BCC.  In addition, the BCC resolution states specifically that the 
BCC should not act unless all proper disclosures have been made.  The problems lay in that the 
contracts to convey the land were not signed at the same time the ROA was approved, as was 
noted in the time lags between ROA date and contract and recording dates.  By the time these 
documents were signed, the applicants to the trades had apparently controlled the escrow 
process. 
 
Revaluation of Properties 
 
Appraisals received by the DOA were provided for audit of the land exchanges.  Although our 
audit procedures included reviewing the appraisals for certain information, our audit procedures 
did not include reviewing all appraisals whose valuations were not used in the land exchanges.  
However, during the course of our audit, we did note that 11 incoming and 5 outgoing parcels 
were revalued.  These appraisals consistently increased values for incoming and decreased 
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outgoing values, with the exception of one parcel.  This is inequitable treatment of valuations 
used in land exchanges.  We determined that 5 of the 11 incoming parcels should have been 
revalued, as the effective date of the initial appraisal was more than six months from the date of 
the ROA.  The following table in Figure 19 shows the difference in appraisal values, the number 
of days from both the initial and revaluation dates, and the days between appraisals. 

 
Revaluations of CMA Parcels 

Figure 19 
 

Trade Name Parcel # Initial Amount
Final 

Amount Increase 

ROA 
Days - 
Initial 

Days 
From 

ROA to 
Final 

Days 
Between 

Appraisals

Incoming                 

GK Trade 1 176-01-301-014  $     504,000 * $     525,000 $       21,000 152 88 65

GK Trade 5 176-01-601-012 575,000  595,000 20,000 124 65 60

GK Trade 5 176-01-601-013 575,000  595,000 20,000 123 65 59

GK Trade 5 176-01-801-015 575,000  595,000 20,000 122 65 58
T& M Beltway 
Business Park 176-01-701-009 700,000  715,000 15,000 144 74 71

  Total Incoming       $       96,000       

Outgoing                 

Gayler 1 176-02-501-010  $  1,165,000 * $     950,000  $   (215,000) 229 136 94

GK Trade 7 163-29-801-013 95,000  99,500 (4,500) 262 198 65

GK Trade 7 163-29-801-015 434,000  456,000 22,000 262 198 65

GK Trade 8 176-04-701-001 529,000  525,000 (4,000) 236 231 6

GK Trade 12 163-32-601-008 1,090,000 * 750,000 (340,000) 415 231 185

  Total Outgoing     $   (541,500)      
 
*Three parcels were initially appraised by other than Tim R. Morse.  Mr. Morse appraised the remaining 
parcels. 
 

These appraisal valuation variances occurred due to not having an appraisal review process 
and/or the failure to provide sufficient management overview over the land disposal process.   
 
Monitoring of Reimbursements 
 
The Property Disposal Program required that the DOA commission the appraisals of land 
exchanged and then that the appraisals be paid by the successful party.  We found that the 
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process to determine whether application fees were collected was not effective, as only eight 
applications could be found in file folders.  This is due to the DOA’s inadequate internal controls 
for monitoring reimbursement for property appraisals and other processing costs required to 
complete the exchange of the property.  There are no procedures to match the exchange 
resolution, Expression of Interest Application forms, escrow closing statements, related 
expenditures, payments received, and amounts recorded in the accounting records.  The 
inadequate internal controls resulted in the inability to verify and validate collection of 
application fees, reimbursement of appraisal fees, publication fees, and final payment upon close 
of escrow.   
 
Supervision and Review of Land Exchange Process 
 
It is apparent from the findings discussed in this report that adequate supervision and review of 
the land exchange process did not occur.  Supervision and review is an integral part of the 
internal control process used to provide assurance that operations are functioning consistently, as 
management intends, and in compliance with applicable laws, rules, and regulations.  A system 
of internal controls is not effective without adequate supervision and review. 
 
Recommendations 
 
We recommend that Clark County institute and abide by competitive bidding procedures in the 
land disposal process in order to alleviate any concern over the valuation of land traded and 
maximize the benefit to the public.  We further recommend the following: 

 
• Assemblages of land should allow for competitive bidding.  Excessively large 

assemblages have an effect of blocking competitive bidding and decreasing the 
potential to receive full market value. 

• Physically contiguous parcels of land should be considered for assemblage and 
appraised as one unit where an opportunity exists to promote development that is 
beneficial to the public. 

• Full disclosure of names of individuals who have requested and successfully bid for 
property should be made available to the BCC.  Written policies and procedures 
should be established and implemented to ensure that the name of the successful 
bidder is the same as those conveyed properties directly from the County.   

• Timeframes should be established for conveying and recording land disposals in 
order to limit liability and to receive monies due in a timely manner. 

• Policies and procedures should be established and implemented for the financial 
administration of the land disposal process that includes adequate monitoring and 
supervision. 

 
Findings on Individual Trades 
 
Land Conveyed Without Payment 
 
GK Acquisitions et al received five acres of CMA land without payment or land value 
exchanged.  This occurred when the two large parcels of land consisting of 70 acres were 
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appraised by portion on three separate appraisals.  One of the appraisals showed 30 acres of land 
on maps included with the appraisal but only valued 25 acres.  When the trade was presented to 
the BCC for approval, the BCC approved an exchange of 60 acres at $4,125,000 and a portion of 
five acres remaining from one parcel at a value of $525,000.  When the deeds for the parcels 
were recorded, a total of 70 acres of CMA land was conveyed to sixteen individuals or entities.  
Gragson Acquisitions et al was conveyed five acres that were not approved for exchange by the 
BCC, nor had payment been received. 
 
We have referred this to the District Attorney for action. 
 
Majestic Runway Undervalued Lease Appraisal 
 
Shelli L. Lowe of Integra Realty Resources, a Certified General Real Estate Appraiser, 
performed an appraisal on four industrial facilities commonly know as Majestic Runway Partners 
I, II, III, and IV/V.  This appraisal was performed in connection with a land exchange that was 
principally for land at The Henderson Airport.  This land was one of the first DOA leases to be 
executed under the 50/50 profit sharing arrangement. 
 
The results of the Integra Realty Resources reconciled appraisal cash flow analysis are illustrated 
in Figure 20. 
 

Integra Realty Resources 
Majestic Runway Appraisal Values 

Figure 20 
 

Name Parcel Number 
Appraisal Estimated 

Raw Land Value 

Reconciled Appraisal 
Based on Cash Flow 

Analysis 

Majestic I 177-02-101-034 $              4,980,000 $              3,500,000 
Majestic II 177-05-101-027                 7,800,000                 4,800,000 
Majestic III 177-05-101-031                 4,620,000                  2,850,000 

Majestic IV/V 
177-05-101-029,  
177-05-101-030                 6,110,000                 3,100,000 

  Total   $            23,510,000 $            14,250,000 
 
 
As can be seen from the above information, the appraisal estimated the raw land value at a 
considerable amount above the estimated value due to cash flow.  A prudent business review of 
this inconsistency should have raised questions about the reconciled values, especially since the 
reconciled values were used in the Kennedy Shearing Land Exchange. 
 
The side-by-side comparison of the Estimated Raw Land Value to the Reconciled Appraisal 
Value shows that the DOA property values were $9,260,000 less than the value of the cash 
flows. 
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A review also indicated she did not consider the loan pay off, which we estimated to be a 
$1,625,568 error not in the County’s favor.  Shelli Lowe had the appraisal redone to reflect the 
loan payoff.  That analysis showed a $1,500,000 error as a result of not considering the loan 
payoff. 
 
Shelli Lowe of Integra Realty Resources also calculated the values of each property mentioned 
above using a 12 percent cap rate that she obtained from “The Viewpoint 2003 – Real Estate 
Value Trends”, published by Integra Realty Resources.  However, detail information from the 
survey was not included in the appraisal report that stated the discount range varied from 9 to 15 
percent.  This range is overly broad and should have been refined based upon location and the 
type of building constructed. 
 
Additional sensitivity analysis, not available in the first appraisal but performed by Integra at our 
request, showed variances (with the loan payoff correction).  The results of the analysis, Figure 21, 
shows that even a one percent lower discount would have increased the appraisal value another 
$2,200,000. 
 

Integra Realty Resources 
Majestic Runway Adjusted Appraisal Values 

With Loan Payoff 
Figure 21 

 

Name 11% Discount 12% Discount 13% Discount 

Majestic Runway Center I  $                 4,350,000 $                 3,850,000  $                 3,450,000 

Majestic Runway Center II 5,900,000 5,200,000 4,650,000

Majestic Runway Center III 3,600,000 3,150,000 2,800,000

Majestic Runway Center IV 4,100,000 3,550,000 3,100,000

  Total  $               17,950,000  $              15,750,000  $               14,000,000 
 
 
Finally, Shelli Lowe forecasted cash flows for the term of the lease, which was 50 years with a 
2.5 percent annual increase.  The issue with this methodology is the uncertainty with forecasts 
that go beyond 10 or more years.  She therefore should have asked for more exact cash flows to 
be provided by the developer. 
 
These variations show the DOA’s need to have questioned the appraisal and commissioned one 
of their own. 
 
Apparent Tim R. Morse Conflict of Interest 
 
Tim R. Morse was approved by the BCC as one of the appraisers that the DOA could 
commission to value CMA lands.  We found that Mr. Morse was listed on the disclosure forms 
submitted to the BCC as one of the owners in one LLC and in one partnership that were involved 
in one of the CMA trades.  Mr. Morse, under the LLC name, partially owned two parcels, APN 
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176-09-801-001 and -002, consisting of five acres valued at $700,000 that were traded to the 
DOA in the CMA land exchanges.  In the same exchange, the LLC that Mr. Morse was part 
owner of was conveyed a 20.23 percent interest in APN 176-01-101-009 consisting of 14.75 
acres valued at $3,275,000 at the time of the CMA land exchange.   
 
In the same trade, Mr. Morse appraised the remaining parcel traded out, APN 176-03-801-006, 
consisting of 2.12 acres with a value of $1,115,000.  He also appraised in the same trade one of 
the parcels traded to the DOA, APN 176-03-601-011 consisting of 2.22 acres with a value of 
$1,065,000. 
 
We believe this may constitute a conflict of interest, primarily because Mr. Morse had significant 
influence in land valuations in the exchanges.  In order for Mr. Morse to maintain at least an 
appearance of independence, he should not be an owner involved in trades with the County.  We 
recommend that the District Attorney’s Office be consulted prior to considering land disposal 
transactions with parties that appear to have a conflict of interest. 
 
Additionally, Mr. Morse appraised properties for exchange to the DOA, at least in part, by an 
individual who was also a joint investor with Mr. Morse in other real estate parcels. 
 
Unapproved Parcel Substitution 
 
A 2.5 acre portion of APN 163-32-701-007 was to be dedicated for a fire station.  The BCC 
approved the Gragson Trade 9 exchange with GK Acquisitions et al, including the larger portion 
of APN 163-32-701-007 consisting of 42.5 acres valued at $5,270,000.  However, 45 acres, 
including the portion to be dedicated for the fire station, was finally conveyed.  In an attempt to 
compensate the County, during escrow the 2.5 acres was substituted with another 2.5 acre parcel 
valued at $225,000 that was reflected in the escrow statement.  Although the DOA was conveyed 
the substitute 2.5 acre parcel, the escrow statement did not give the DOA credit for the value of 
the parcel GK Acquisition et al received from the DOA.  This caused a cash decrease in the 
amount originally due on the trade of $2,405,000, as the value of the 2.5 portion of APN 163-32-
701-007 was not included in the escrow statement.  The actual amount paid in escrow was 
$2,180,000. 
 
The value of the substituted parcel of $225,000 was not comparable to the $310,365 estimated 
value of the 2.5 acre portion of APN 163-32-701-007 based on the value given to the adjacent 
42.5 acres of $5,270,000.   
 
The District Attorney’s Office is currently in the process of settling these discrepancies.  This 
transaction occurred as a result of lack of adherence to County policies by the DOA.  This also 
occurred due to the lack of due diligence by the DOA in controlling the escrow process.  The 
County should provide written escrow instructions.  Escrow documents should be carefully 
reviewed to ensure that all instructions have been followed, correct parties are identified on all 
documents, and that the correct parcels are conveyed.  We further recommend that the land 
disposal process include written policies and procedures for conveying land through recordation. 
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Questionable Declaration of Value 
 
Gains and losses were calculated on parcels traded to private parties based on the values of the 
land exchanges and the resale values reported on the recorded Declaration of Values.  Some 
gains and losses were based on estimated amounts, as more than one parcel was recorded on 
deeds.  We estimated a loss of approximately $4.3 million on APN 163-29-101-001, consisting 
of 42.5 acres.  In order to calculate the loss, the value reported on the Declaration of Value, of 
$7,625,000, was allocated between the ten parcels based on acreage reported by the Assessor’s 
Office. 
 
Other than the loss appearing unreasonable, we further noted other inconsistencies in the value 
reported on the Declaration of Value.  We then performed additional procedures.  We found that 
values of all ten parcels, either through prior recordings or CMA land exchange values, 
amounted to $20.3 million.  This represented a difference of $12.6 million from the reported 
resale amount of $7,625,000.  For comparative purposes, we further determined the assessed 
value of the parcels during the year the Declaration of Value was recorded amounted to $4.9 
million.  Assessed values are based on 35 percent of the taxable value.  Based on the assessed 
value, the minimal estimated amount that should have been reported on the Declaration of Value 
would have been $14 million.  We concluded that the amount reported on the Declaration of 
Value of $7,625,000 was not reasonable.  The real property transfer taxes paid would also be 
incorrect.  This information was reported to the Recorder for further action. 
 
Land Exchange Error 
 
The DOA submitted to the BCC a parcel valuation of $1,307,000 for APNs 177-05-401-007 and 
-008 for approval of exchange.  The actual parcels were appraised at a value of $1,305,000, or 
$2,000 less.  The BCC approved the exchange at the higher value and the land was conveyed.  
We consider this an isolated incident.  We recommend that sufficiently detailed review and 
monitoring procedures be established for the land disposal process. 
 
Valuation with Cost to Cure 
 
A County owned parcel (APN 163-25-802-006) of approximately five acres was initially valued, 
along with an adjacent parcel of five acres that was subsequently traded out in Gragson Trade 13, 
at $2.83 million.  The original valuation of $2.83 million on the 10 acres was amended on 
September 20, 2001, resulting in a total cost, including an offsite allowance, of $1.8 million.  
After the amendment, the parcel in Gragson Trade 16, APN 163-25-802-006, was valued at 
$275,000.  Although the appraisal states that a DOA engineer reviewed the site evaluation and 
cost to cure analysis, which was performed by an engineering company, there were no records 
retained that we could examine.  Since there are no records, we cannot determine whether the 
engineering adjustment to the appraised valuation was appropriate for this parcel.   
 
Unpaid Real Property Transfer Taxes 
 
The BCC authorized the transfer of three parcels to GKT Acquisitions on January 15, 2002.  The 
Chairman of the BCC executed documents that conveyed one of the three parcels to Durango 
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Stations.  According to a District Attorney’s opinion dated March 4, 2005, “any transaction 
between GKT and Durango Station had nothing to do with the County, should not have involved 
the County, and should have been an entirely separate transaction that occurred solely between 
GKT and Durango Station after the County-GKT transaction closed.”  Although real property 
transfer taxes were paid on the transfer of property to Durango Station, real property transfer 
taxes were avoided when the parcel was deeded directly to Durango Stations instead of first to 
GKT, as approved by the BCC, which avoided a second sale from GKT to Durango Station.   
 
Additionally, the County should not have allowed the transaction.  The effect of allowing this 
transaction is that a major beneficiary of the exchange, Durango Station, was not properly 
disclosed to the BCC so they could properly disclose any conflicts. 
 
Rejection of Cash Offer 
 
A cash offer of $1.5 million was presented to the BCC for three County owned parcels valued at 
$1,247,000.  The property to be traded to the County lies within an identified CMA leased area.  
The area was subsequently leased to Blue Valley II, LLC.  The BCC rejected the cash offer.  The 
Property Disposal Program states that the BCC will ultimately select the offer that best furthers 
the interest of the County that may not necessarily be the offer with the greatest cash value.  The 
BCC was acting within their proper authority when the decision was made not to accept the cash 
offer.  However, we believe a significant factor in the decision the BCC made was due to 
Mr. Gragson stating at the board meeting that he was the owner and would “hold out” if the 
exchange was not accepted. 
 
Although the BCC may accept the highest and best offer, we are uncertain that the BCC would 
have rejected the cash offer of $1.5 million if they had known that Blue Valley Development 
Company, LLC, a related party to Blue Valley II, LLC, was the recorded owner at the time.  This 
fact was clearly stated in the appraisal given to the DOA.  Proper due diligence on the behalf of 
the DOA would have discovered this ownership so that the BCC could have been informed 
either prior to or at the ROA meeting.  Therefore, the BCC would have known the County could 
have accepted the cash and later traded for the Blue Valley Property.  The only setback is that the 
County would have had to find other properties Blue Valley was interested in trading. 
 
“Cemetery” Parcels 
 
 
 

        *portion 
 

“Cemetary” Parcels 
Figure 22 

 

APN Acres $/Sq. Ft. 
Exchange 

Value 

176-16-101-009 ptn.* 22.5  $    1.40 $ 1,370,000 

176-16-201-001 15 $     1.99 $ 1,300,000 
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Before the BCC may approve the exchange of land, the BCC must publish in a newspaper at 
least once a week for 3 consecutive weeks a notice stating a description of the property, the 
minimum price, and the place where the ROI is posted.  When the legal notice for the parcels 
listed in Figure 22 were published for intent to exchange, these parcels were specifically 
identified as parcels “N” and “O”.  The legal notice distinctly qualified these parcels with the 
following statement:   
 
“It is understood and agreed by the interested parties that parcels “N” and “O” will have deed 
restrictions limiting them to a cemetery use only.” 
 
Restrictions on land development must be approved by the BCC in accordance with NRS 
278.020.  The BCC authorizes the publishing of the notice when the ROI is approved.  The BCC 
approved ROI did not contain any language to indicate that land development for the 
aforementioned parcels was restricted to “cemetery” use only.  Therefore, the DOA did not 
comply with NRS when the notice was published with a restriction that was not previously 
approved by the Board. 
 
When the deed was recorded with the CMA restrictions, the restrictions did not effectively 
restrict the parcel for cemetery only use.  Exhibit B to the deed, Restrictive Covenant and 
Reservation of Avigation & Clearance Easement, Section 1 (e), defines “Compatible Uses.”  The 
compatible uses listed merely included “cemetery” among the allowable uses.  Also, the deed 
was restricted to require the uses to conform to the land use plan.  These two provisions 
combined to allow commercial use, only if allowed under the land use plan.  If the land use plan 
had remained mostly at R-E or RNP, cemetery use would have been one of the very few uses 
allowed for that portion of the property.  However, since the land use plan was changed for a 
significant portion of the property after the exchange, the acreage allowed for commercial uses 
increased.  
 
The legal notice resulted in misrepresenting the parcels allowable land use, and the language 
used was not approved by the BCC.  It is possible that the published notice restricting land use of 
these parcels discouraged and potentially eliminated other qualified applicants for land exchange 
or interested parties with cash offers.   
 
The parcels were appraised as highest and best use as office professional, with portions of the 
parcels valued at permitted uses of park/public facility, or some type of accessory use that would 
be compatible to a rural residential property.  The highest and best use reflected the current land 
use plan at the time of the appraisal.  The majority of parcel APN 176-16-101-009 (ptn.) was 
located within a Rural Neighborhood Preservation (RNP) area under the land use plan at that 
time.  The other parcel had mixed use of office professional and rural.  RNP property and rural 
areas have limited uses for commercial purposes.  The cemetery restrictions published in the 
notice were not directly considered in the appraisal when valuing the property for land exchange.  
Therefore, the gain from the subsequent sale of the land was not attributable to the “cemetery 
use” restriction in the published notice.  
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TO:  Thomas Reilly, Clark County Manager 
 
FROM: Jeremiah P. Carroll II 
 
SUBJECT: Department of Aviation’s Management Response 
 
D ATE: December 5, 2005 

 
 
Enclosed is the Department of Aviation’s management’s response to our audit, as well as a 
response to the report completed by Marshall & Stevens.  The attachments that are referred to in 
the response are bound separately. 
 



CMA Land Exchange and Lease Audit Response 
 
There are several statements made throughout the audit document the Department of 
Aviation (DOA) believes are incorrect.  The report’s statements shape its conclusions.  
Therefore, the DOA has researched many of the report’s findings and is providing 
documentation of the history of these transactions.  
 
The audit report appears to assume that the majority of the property within the 
Cooperative Management Area (CMA) was either zoned for low Density Residential or 
for Commercial/Industrial and would not have been developed in an incompatible use.  
Historical research of non-conforming zone changes show this has not been the case (See 
Attachment 1).  Prior to January 2004, non-conforming zone changes within the CMA 
were common.  As an example, the Woodside Homes proposed development at Sunset 
Road and Tenaya Way, was a non-conforming zone change approved by the Board Of 
County Commissioners (BOCC) on December 4, 2002. This decision was later reversed 
in January 2003 after a new board was sworn in (See Attachment 2). 
 
Other components to consider regarding the possibility for incompatible development are 
the introduction of high-rise condominiums and the Mixed Use Development District 
(MUDD).  Multiple high-density residential condominiums have been approved through 
non-conforming zone changes in recent years.  In addition, under the current rules these 
residential developments are permitted in any master plan or zone if they lie within the 
MUDD, which means that high density residential uses of this type could occur in 
commercial zoned, residential zoned or any other master planned areas and are not 
considered a non-conforming zone change.  High-rise projects within the MUDD overlay 
district are permitted in any zoning.  
 
Prior to the adoption of the MUDD, there are additional specific examples of non-
conforming zone changes, such as the Spanish View project located in a Major 
Development (MD) master plan area (Section 4) and the Curve project, located in a MD 
area.  Although the Department of Aviation originally objected to these zone changes, the 
projects are outside of its highest noise impacted zones and the developers have agreed to 
significant sound attenuation measures in their construction, which alleviates the 
Department’s concerns.  Maps of the locations of the Woodside Homes proposed 
development and the Spanish View are included (See Attachment 3). 
 
In addition, hundreds of acres of industrial zoned properties are currently being 
developed as high-density residential high-rise projects along Dean Martin Drive 
(formerly Industrial Drive) and in other areas of the County.  Also, the most recent 
MarketView – Las Vegas Industrial Report produced by CB Richard Ellis states, “Due to 
lenient rezoning laws much of the current industrial inventory is being pulled off the 
market, causing a heightened demand for new product.” 
 
As recently as a few months ago there was a proposal for a high-rise residential project 
on private property in Section 1.  The airport’s objections, coupled with an objection of 
the lessee of Section 1, dissuaded the developer from pursuing a formal request.  We 
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believe the assemblages and leasing activities in Section 1 and Section 3 are the key 
reasons why no high-rise projects have been proposed in those same sections.  
Consequently, in adjacent sections where there are no large assemblages there are high-
density projects.  In accordance with the interim and final Property Disposal Program for 
CMA properties, which was approved by the board respectively in January 4, 2000 and 
December 19, 2000, the general policy encouraged development of business and 
industrial centers (See Attachment 4).    
 
RESULTS IN BRIEF 
 
The County did not own enough contiguous land in the beginning of this program to be 
able to competitively bid the lease option areas.  Only after significant trades did the 
airport acquire enough contiguous property to accommodate the GES facility.  Had the 
airport waited until all this property was acquired and then placed the property out to bid, 
it is likely that this significant tenant would have sought other areas for its space needs.  
The trades and the option agreement helped facilitate the acceleration of development for 
the GES leasehold.  Had the option agreement not been in place and this developer not 
taken the risk to invest in the infrastructure required to support this development, it is 
likely this project would have been delayed by approximately two years.   
 
If, as suggested, the County had through a bid process selected a developer, the DOA 
would not have then been able to add the newly acquired land to the successful bidders 
contract without again opening the process for competition.  To change the terms of a 
competitive bid process so significantly after selecting a bidder could be cause for protest 
by the losing party.  Further, the developer who may be able to build several smaller 
projects on 50 non-contiguous acres may not have been the best bidder to produce a 
larger development on fully assembled land.  
 
DETAIL OF FINDINGS 
 
Accomplishment of Main Objective 
 
It seems necessary to make a comparison to determine if these profits (land price 
increases) were consistent with the local market or if they were in fact unusually high. 
The Department was approved by the BOCC on April 2, 2002 to enter into a contract 
with Applied Analysis (Jeremy A. Aguero and Brian R. Gordon, principals) to study the 
intrinsic and extrinsic value of land exchanges.  In addition, as authorized by the BOCC 
the Department of Aviation contracted with Applied Analysis to analyze the value of 
exchanging land verses a sale at public auction.  A copy of the Applied Analysis report is 
being provided and a copy of the authorizing agenda item (See Attachment 5).  
 
The report developed by Applied Analysis stated that from 1997 to 2001 residential land 
was appreciating at rates ranging from 10% to 30% per year in the southwestern United 
States. We also know from the BLM auctions during this time frame that residential land 
in Clark County appreciated at greater rates than Applied Analysis stated.  
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Example: 
 
BLM Auction May 2001 Purchase by American Nevada  1905 acres -    $24,476 per acre 
BLM Auction June 2003 Purchase by Focus Group         1477.5 acres - $184,500 per acre  
 
In two years the land auction prices appreciated approximately 654% or approximately 
275% per year in this example.  Based on this fact, it would not seem unusual for land 
values to increase by greater than 50% in a six-month period.  Profits made by the 
developers do not appear to be inconsistent with other land price appreciations occurring 
at the same time in the marketplace. 
 
The Marshall & Stevens report that is a part of this audit states that commercial land 
appreciated at higher rates than residential. The logical question becomes were these 
profits in some way unreasonable as compared to the appreciation of land values in the 
marketplace.   
 
We agree that there is a hypothetical opportunity cost of land trades (or to restrict the 
traded property).  It is important to note that this cost is not only the cost of deed 
restricting the property against incompatible uses but also the cost of assembling 
contiguous county land.  
 
Further, the DOA (with the approval of the BOCC) had Applied Analysis analyze the 
value of exchanging land verses a sale at public auction  (See Attachment 5). While this 
study contains several summary descriptions of the cost to assemble property, and the 
value to the community of assembling property, we will not restate them here.  However, 
it is important to note that the conclusion of this study was that a premium value of the 
exchange over a sale at appraised value ranged from 15.7% to 36.7%.  Based on this, we 
have one study by the auditors that is inconclusive as to whether the County would have 
received more then appraised value if the land was auctioned, while the Applied Analysis 
study states that the value of exchanging the property should be considered as a 15.7% to 
36.7% premium value over selling it at appraised value.  This premium value conclusion 
was based on:  
 

1) The consideration of the community benefits of removing or preventing 
residential development within the CMA  

2) The resulting assemblages of contiguous property  
3) And the increase potential of preventing future incompatible development.  

 
We agree with the audit report that the DOA accomplished the goals of reducing the 
number of acres within the CMA area that was available for residential development and 
acquired acres that enhance the County’s holdings. Clearly, as the Applied Analysis study 
demonstrates, the accomplishment of these goals has a value to the County and the 
community in excess of the appraised value of the individual parcels involved. 
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Current Zoning Status 
 
We agree that it is very important for the County to vigilantly monitor the deed 
restrictions. We do not believe that there have been any developments in violation of the 
deed restrictions to date. We will continue to monitor and respond to zoning changes 
within the CMA that may create incompatible uses.  
 
Non-Conforming Zone Changes 
 
As stated in the beginning of this response, historical non-conforming zone changes 
created the need for the DOA to restrict as much property as possible within the CMA.  
 
While it is true the parcels could have been developed with compatible uses, the DOA 
believes economic pressure would have caused at least some to be proposed for 
incompatible uses, such as those developments we have previously noted as examples in 
this reply (See Attachment 1). 
 
Land Exchanges Used as Speculative Investments 
 
The Expression of Interest statements and prolonged recordation were addressed in our 
response to the initial phase of this audit (See Attachment 6).  It should be noted, 
however, that the report produced by Applied Analysis indicated, “Land exchanges do 
not occur overnight. In fact transactions generally require five to eight months to 
complete, with the potential to go longer.”  
 
We also disagree it would have been possible to limit trades to only those companies or 
individuals who had a history of being developers rather then speculators. First, many 
companies who are typically considered developers have sold land due to the rapid land 
appreciation in the Las Vegas market. Secondly, any decisions to limit trades based on 
history of development would surely be a subjective exercise with a high potential for a 
claim of unfair treatment.  Also, developers do not typically buy land that they cannot use 
for development.  It is unlikely developers would have purchased land that they thought 
the County might want to trade. Such actions are by their very definition speculative.  
 
County Selection of Master Lease Terms 
 
In the original documents provided to the auditors, a general comparison of the projected 
returns from the participatory lease structure was made to what the staff considered to be 
an aggressive ground lease. These comparisons were supplied to the auditors.  
 
No Payments for Lease Option 
 
The statement that “Even after the actual lease was signed, the County did not receive 
any payment for an extended period, often greater then Six years” is false. As shown in 
the projections in the report the Beltway Business Park lease was originally projected to 
provide a return to the County after four years (which it has done). This lease has (for 
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reasons outlined in this response) the longest projected timeline for the County to receive 
a return of any participatory lease entered into.  
 
No Equity Contribution 
 
The auditors’ feelings regarding better negotiations to receive more money up front and 
possibly less in the future are not based on any real quantifiable analysis and at best are 
based on an incomplete understanding of the market. This statement fails to recognize 
that the County did not have an actual cash outlay in the land, but rather an opportunity to 
control its use and future development.   
 
EJM Spencer & Helm Business Center 
 
Background: 
The Department’s strategy in entering into this lease agreement was to: 

1.) Maintain control of property that was formerly an incompatible use. 
2.) Create a long-term income stream from that property.  

Since this land was purchased using airport funds, all revenue generated from the 
property must also remain airport funds.  One of our highest priorities is to maintain low 
and stable rental rates for our airline partners.  Our airline agreements are structured such 
that they must account for all expenses of the airport, which are not covered by other 
commercial revenue.  If the Department had chosen to sell these properties, the income 
would have immediately gone into the airport’s funds, and reduced the rates to the 
airlines for a single year.  This would have caused rates to spike in the following year 
unless other income could have been generated equal to the profits from the prior year 
sale. Such activities do not support stable rates for the airlines.  
 
These specific agreements were analyzed and compared to straight ground leases.  They 
were also presented to the Airport Affairs Committee.  The presentation to the committee 
included the possibility that there was risk involved and that the airport had the option 
within the agreement to elect an equity contribution.  This committee not only approved 
the lease structure but also approved a fund of up to $10 million dollars in the case an 
equity contribution was elected.  (The DOA never elected to make a cash contribution.) 
 
We disagree with running the projections out for a short period (15 years), when the 
specific goal of the leases was long-term income.  The report states that based on a 
publication from Colliers, warehouse industrial vacancy rates were approximately 
10.1 % in 4th Quarter 2003.  This vacancy rate is for only that single quarter for the 
overall Las Vegas industrial market not the airport submarket. (See Attachment 7) The 
quarter selected in the auditor’s report was the quarter with the highest vacancy rates in 
the past 6 years.  Using a very similar quarterly report produced by CB Richard Ellis (See 
Attachment 8) and looking at the past six years, the average vacancy rate for warehouse 
product in the airport submarket was 7.29%.  The chart below clearly demonstrates that 
average vacancy rates in the airport submarket are far lower than the assumptions based 
on a single quarter.  Specifically, the Spencer & Helm project has averaged a 2.2% 
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vacancy rate since lease-up in 2002.  Other warehouse developments managed by this 
same developer have very similar vacancy rates to Spencer & Helm.   
 

Las Vegas Industrial Market Vacancy Rates
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We also disagree with the sensitivity analysis used in Figure 6.  In order to produce an 
accurate sensitivity analysis, one must understand the historical market for similar 
developments and the current market outlook for similar developments.  According to the 
most recently released CB Richard Ellis’s Market View – Las Vegas Industrial Report 
(See Attachment 8), vacancy rates for industrial development in Las Vegas was 4.84% 
for the third quarter of 2005.  This Market View report also states that “The Las Vegas 
industrial market is expected to remain healthy for the foreseeable future.”   
 
Regardless of the assumptions made in the sensitivity report, the statement that the 
participatory lease is only favored at very high occupancy rates and very low discount 
rates are false. As noted in the auditor’s Figure 6 at average vacancy rates and at 9% 
discount (in the middle of the range used by Marshall & Stevens) the participatory lease 
is favored.  Further, for this statement to be true the vacancy rate for this project would 
have to double from its current average to get to 95% occupancy; vacancies would have 
to increase to four times over the three-year average for this project to reach 90% 
occupancy and increase by more then six times the three-year average to reach 85% 
occupancy.  Further, these vacancy rates would have to remain at those unprecedented 
levels for the remaining ten years of the 15-year review period.  As shown in the market 
analysis report referenced above such events while possible are highly unlikely to occur.  
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Any prudent analysis of a past decision must take into account the actual results of that 
decision. While it may have more risk, the fact is the Department of Aviation has to date 
generated a 27% higher return from the participatory lease then the comparable ground 
lease. Further, the appreciation of real estate in the Las Vegas market, rising rental rates 
and low availabilities of industrial product as indicated in the CB Richard Ellis report 
lead us to believe that this project will continue to provide greater returns than the 
comparable ground lease every year (not just on a Net Present Value basis). Also, it 
should be noted the ground comparable used in this analysis is a far more aggressive 
ground lease then Marshall & Stevens suggests would have been a likely market ground 
lease.  In addition, we believe that based on our goals in entering into this lease, a 30-year 
revenue projection is not unrealistic. Using an updated projection based on the current 
market; the average market vacancy rate; and the highest discount rate in the Marshall & 
Stevens report, we believe the participatory lease will produce a 60% greater return over 
the comparable straight ground lease (See Attachment 9). Ending the projections at 20 
years as suggested by Marshall & Stevens indicates a greater return to the airport of 
approximately 30% over the comparable straight ground lease (See Attachment 10). 
Since the DOA is six full years into this review period with actual results, the risks seem 
to justify the rewards. 
 
Beltway GES Lease 
 
We have not been presented with the analysis of the six Blue Diamond leases and 
therefore cannot comment on the remark as it relates to those leases.  
 
The majority of remarks are the same as provided in the Marshall & Stevens responses.   
In discussions with the auditors regarding that response, they felt very strongly that our 
analysis of the comparable ground lease was invalid because we included the lease 
commission expense in year 20. However, it must be noted that the auditor’s own 
analysis includes the very same expense.  
 
Additionally, the GES facility is a unique situation. This facility was developed on raw 
land. There was no infrastructure to support development. The developer in this case was 
required to build roads and bring in oversized utilities, which would later support other 
development in the option area. These expenses were all loaded into the projections for 
the GES facility even though they support the entire section. The effect is that burdening 
this single project with those expenses reduces the return from this single project. 
However, this also means that the future projects within this section benefit from these 
infrastructure investments. We believe that looking at the GES lease as a stand-alone 
facility is not a valid analysis.  As future projects develop in this section, the returns will 
exceed a comparable straight ground lease. Analyzing the GES lease as a stand-alone is 
similar to analyzing only the anchor tenant lease in a shopping mall or a retail power 
center. If one were to review those leases as stand alone business deals, one could 
conclude that they were not prudent. However, when reviewed as part of a much larger 
development these leases become more attractive.  
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Marshall & Stevens Comments of DOA Leases 
 
We have responded to the Marshall & Stevens comments regarding the DOA leases in a 
previous document (See Attachment 11).  
 
Recommendations 
 
We disagree with the opinion that a straight ground lease is a better alternative and 
believe that the actual historical results of the participatory leases clearly show that a 
straight ground lease is not always the best alternative. Further, history has shown us that 
straight ground leases have risks as well. We agree that the County should always 
aggressively negotiate the best possible return for its assets and believe that the 
Department of Aviation did so at the time these leases were entered into. We agree that 
any analysis of alternatives should use industry-recognized rates of return. As stated 
above and as determined by Marshall & Stevens such rates of return were utilized.  
 
Again, for reasons noted herein, we do not believe the auditors’ opinion of the lease is 
based on any real analysis of the lease structure or understanding of the market.  Larger 
returns up front or restructuring to retain a fixed return on the non-subordinated land 
(which is never at risk) at a similar level as the return to the developers (at risk) equity is 
likely not possible. As we questioned in the Marshall & Stevens response, what 
developer would guarantee an 11% return on the land (higher then a typical ground lease) 
plus pay any net revenue percentage?  
 
Appraisal of Land Exchange Parcels 
 
The bulk of the remainder of this report details the findings that occurred in Phase 1 of 
this audit.  We have attached our response to Phase 1 as referenced earlier.  Therefore, we 
will only provide comment on new items.  
 
Contiguous Requirements 
 
We disagree that the interpretation of “Contiguous” was overly broad. Each land 
exchange was reviewed by staff and by the District Attorney’s office to ensure it met the 
goals of the Property Disposal Program.  We are not aware of any approved trades in 
which the District Attorney’s Office disagreed with our interpretation or application of 
the rules.  Further, we believe that putting limitations on the size of trades would have 
significantly affected our ability to meet the goals of the Property Disposal Program. 
 
Following the interpretation of the auditors’, the County would have had to pay out $12 
million dollars, but would have also received an additional $12 million dollars in trades. 
However, this example fails to recognize the federal law that requires the County to remit 
90% of all income from CMA sales or trades. Therefore, the County would have paid out 
$12 million and received $1.2 million.  This difference would have had to come from the 
County’s 10% share of the distributions from disposals of CMA property or from airport 
operations. It is therefore unlikely that these trades would have occurred and the 
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Department would have not been as successful in accomplishing the goals of the BOCC 
approved disposal plan.  
 
Disclosure of Names 
 
The disclosure of names was made as required by County Policy in place at the time.  
 
Findings on Individual Trades 
 
Land Conveyed Without Payment & Unapproved Parcel Substitution 
 
Our analysis substantiated the auditors’ findings.  Personnel measures have previously 
been taken against the employee charged with reviewing these appraisals and the 
supervisor who oversaw these operations is no longer a County employee.  
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Thecommentsbelowarein responseto theMarshall& StevensClark CountyAudit
DepartmentAppraisalReviewandAnalysisreportdatedSeptember1, 2005. The
original copyofthisreportwasreceivedby theDepartmentofAviation for commenton
November14, 2005. Sincereceiptofthis original reporttheDepartmentofAviation has
receivedseveralcompletelyrevisedsectionsapparentlymeantto replaceentiresections
of thereport.Ourreviewis limited to theoriginal reportreceivedonMonday,November
14,2005. If therearesubstantialchangesto thereport in thesenewrevisionswewould
requestthatwebeprovidedwith redlinecopiesofthechangesin orderassessif these
changeswouldhaveasignificanteffecton thecommentscontainedherein.

Section1:

GeneralComments:Thereportcontinuallyreferencesthe“SignificantRisk” of the leases
yetprovidesno explanation,examinationor evenan assumptionofwhat thosesignificant
risksareasopposedto a typical groundlease.Thereportstatesthe“analysisofthe
eventualprojectionofreturnwill not negateourconcernsrelativeto theCounty’srisk”
This seeminglyimplies thatno matterhow greatthepotentialreturnsaretherisksarenot
worth thosereturns.Sucha blanketstatementseemsto ignoregeneralinvestment
principlesandeconomics.

While weagreewith thereportthata groundleaseis meantto beasafeandsecure
structure,the fact is evena straightgroundleaseis notwithoutrisk. TheDepartmentof
Aviation hasitself in thepastwrittenoff significantbaddebtdueto airline bankruptcies.
Much ofthis baddebtwasin theform ofgroundleases.In fact oneneedonly to look at
theairportslistedin thisreportassubjectsto find significantlossesfrom groundlease
tenants.Miami InternationalAirport hasseveralemptyAmericanAirlines buildings for
which it receivesno rent from thegroundlease. PhiladelphiaAirport hasrenegotiated
groundleasepaymentsat areductionfor multiple USAirwaysleases.KansasCity
InternationalAirport haspossessionofanemptyAmerican(AMR) MD 80 maintenance
facility for which it receivesno rentandthefacility itself is notusableby anotherairline
asno onein theirmarketusesMD 80s.Therearenumerousexamplesofthis notonly at
airportsbut also in othercommercialdevelopmentsacrossthecountry. While we agree
that theparticipatorygroundleasedoeshaveahigherrisk, the characterizationin this
reportleadsthereaderto believethat a groundleaseis completelysafeandsecurewhile
theparticipatoryleaseis highly risky. Thereportseemsto ignorethat the largestrisk (the
risk thatthepropertywill notbe developedorproduceincome)hasalreadybeen
overcomeandthatthesepropertiesarein fact developed,leased,andperformingmuch
betterthantheoriginalprojections.

Page4 — Analysis:

We agreetheleasestructureis somewhatlike ajoint venture;however,thereportfails to
indicatethe areaswheretheleasehassignificantdifferencesfrom atypicaljoint venture.
In atypicaljoint ventureagreementthepartnersin theventureeachput theirshareof
assetsat risk andbothpartnersareresponsiblefor the liabilities (debt)ofthejoint
venture. However,in theparticipatoryleaseagreementtheCounty’s land is never



subordinateto the lender.TheCounty’sownershipofthe landis neverat risk. Another
significantdifferenceis that atypicaljoint ventureagreementdoesnotcontainatime
limit orrequireonepartnerto turn overall its assetsatno costto theotherpartners.In
theparticipatoryleaseagreementtheCountycontinuesto own its landand attheendof
thetermall improvementsrevertto theCounty.

Page4 - Comment4:

ThereportstatestheCounty’s“substantialequity contribution”(theland)shoulddemand
areturnsimilar to thedevelopers’contributionofequity. Thiswouldbe trueif the
Countywereto allow thelandto beusedasan assetto securefinancing. This statement
missesasignificantfact in the leasestructure.Thefact is theCountylandis never
subordinateto any financingorequity investmentby thedeveloper.

If this wereatypicaljoint venturewe agreethat the Countywouldbeentitledto a
preferredreturnon its land.However,in atypicaljoint venturethe landwouldbe
contributedas an investmentor assetandsubordinatedto the loanandall theassets
would notrevertto theCountyattheendofthe lease.Unlike thedevelopertheCountyis
notatrisk to loseits “equity contribution”(theland).

In thefinancialanalysisthereportstatesthat atan 8% discountrate(therateatwhich the
analysissuggestsis correct) theCountywill receivea 10%higherreturnversusatypical
groundlease.Yet it alsostatesin SectionOnethattheCountyshouldin additionto this
potentialhigherreturnalsoreceiveaguaranteedreturnon its “equity contribution”for
the land. It is unclearhowthereportproposestheCountywould beableto find a
developerwilling to guaranteeareturnbasedon thevalueofthe land(typical ground
lease),givethe County50%ofthenetcashflow, andyet still take 100%oftherisk ofthe
financingand cashequityinvestment.Why would anydeveloperbe interestedin entering
intoanagreementunderthoseterms?

Thereis no mentionor analysisofthepro forma.Thefact is thepro formasprovidedare
extremelyconservative.

It is unclearhow,asthereportsuggests,theCountyhasassumedthe“developmentrisk.”
Thereportassumesthatthedevelopermayneveractuallydeveloptheproperty,thereby;
theCountyis at risk to neverreceiveanyrevenue.However,thereportfails to include
thematerialfactsthat, bothpropertiesarealreadydevelopedandboth areoutperforming
originalprojections.Further,the leasecontainsprovisionsfor theCountyto beableto
terminatetheleaseshouldthedeveloperfail to actuallydevelopthepropertywithin the
timeframesoutlinedtherein(which reducesthis risk).

Page5 — Comment6:

We disagreethat it is highly unusualto havethis clausein a leaseagreement.All ground
leasescontainsomesortof forcemajoror damageanddestructionclause,which allows
for eithersuspensionofleasepaymentsorterminationof the lease.We haveattached



samplesofgroundleasesusedby successfuldevelopersin this communitywherethey
themselvesarethe landowners(SeeAttachment1.) It is unclearhow thereport cameto
theconclusionthat suchacommongroundleaseclauseis consideredhighly unusual.
Secondly,the report’sstatementthattheCountyis not entitled to anyofthe insurance
proceedsis incorrect. Any insuranceproceedswouldbe allocatedasdescribedin thenet
revenuesectionofthe lease. If thetenantelectednot to rebuildthefacility andthere
wereproceedsover andabovedebtserviceandotherexpensestheywould beshared
50/50asNetRevenue.

Number7:
While thereis no specific“Remedies”clausethereareremediesdescribedin each
performancesectionofthe lease.Includingthemindividuallyorseparatelyin each
sectionis largelyamatterofstylebetweendifferentattorneys.

Number8:
Theform ofleaseattachedto theoptionagreementwasnevermeantto be afinal form.
As statedin theoption,aslong asthereareno substantivechangesthedeveloperhasa
right to enterinto that groundleasewithout furtherCountyapproval.However,in every
caseanewgroundlease(eventhoughnot substantiallydifferentfrom theform) was
broughtto theBoardof CountyCommissionersfor approval.

a. Theprinciplesofeachnewly formedentity arethesameastheprinciplesofthe
OptionAgreement.Eventhoughtheyareanewly formedLLC theirability to
obtainlenderfinancingon anon-subordinatedgroundleasefor developmentof
nearlyonemillion squarefeetis an indicationoftheirstrength.Perhapsthis
couldhavebeenarisk if theCounty’spartnersin this casewerenot a
combinationofthe largestindustrialdeveloperin theU.S. and avery successful
localdeveloper.

d. We believeit wasprudentto allow thedeveloperto terminatetheleaseagreement
if theywereunsuccessfulin obtainingatenantto occupythe850,000sq. ft. single
warehousebuilding proposed.If thedeveloperwerenot permittedto terminatethe
groundleasewithoutatenantcommitmenttheywouldbe forcedto developa
projectfor whichtherewasno othermarket. Evenunderagroundleasestructure
developingaproductfor whichthereis no marketis a farmorerisky endeavor
thanallowing for aterminationofthe lease.

e. Liability insuranceamountswerereviewedandapprovedby theCounty’s
insuranceconsultantsMarsh,oneofthe largestandmosthighly regarded
commercialinsurancebrokersand consultancyfirm in NorthAmerica.

f. Thesampleagreementin Section1.1.17statesthat “Such feemaybeadjustedas
necessaryby mutualagreementofCompanyandtheCDRand assetforth in an
ApprovedBudgetto becompetitivewith otherfeesthat arestandardin the
industryin themetropolitanarea.”We believethe4.5%managementfee is
standardfor the industryin theLas Vegasmetropolitanarea.Furtherthese
changeswereclearlydelineatedon theAgendaItemapprovedby theBoardof
CountyCommissioners.



Page6 Additional Items:

We agreewith thereportthattheCountyshouldperformduediligenceon thedeveloper,
whichwasdone.(Note: theDepartmentofAviation alreadyhadseveralverysuccessful
developmentswith thesameprimarypartners.)We alsoagreewith thereport,that
relianceon thedeveloperasto thechoiceoftenantis suitable.As notedabove,the
subjectleasesarewith substantialandverysuccessfuldevelopers.Further, it is in the
developers’bestinterestto securequality tenants,astheirability to repaytheloanand
collect50%ofnet revenueandreturnof equityis dependantonsuchtenants.It is
importantto note,only very successfuldeveloperswith a proventrackrecordhavethe
ability to obtainreasonablefinancingtermson non-subordinatedleasessuchasthese.

We agreewith thereportthatSection1.10.3doesnotstipulateas to conditionof
maintenanceofpremises.However,it is againin thedevelopers’bestinterestto maintain
thepropertyin goodcondition.This sectiondoesdefinewhatmaintenanceshallbedone
andthattheCountyhastheright (Section1.10.11)to performthemaintenanceandbill
companyfor all expensesrelatedtheretoif Companyfails in its maintenanceandrepair
of thepremises.

Page7 FinancialAuditing:

Thereportappearsto addressarecommendationfor an operationalratherthena financial
audit. We believethat Sections1.7.6and1.8 areveryadequateauditingprocedures,
whichrequirethatif thereis anydiscrepancyin feesby a margingreaterthan 1%, the
Companyis requiredto pay thecostsofthe audit aswell asall paymentsdue.

Conclusion:

As statedabove,weagreethat a groundleaseis meantto bea safeandsecurestructure,
howeverit is notwithout risk. While therisksandpotentialreturnoftheparticipatory
leasestructurearehigher,webelievethatthereport’s analysis,which includesa review
ofthevery conservativeprojections,clearlyshowsthattheCountywill receiveafar
greaterreturnovera straightgroundlease.Thefact is thatusing aleasebasedon the
report’sown groundleaseexamplesandnumberswouldnothavepermittedthe County
to participatein therapidlyraisingrealestatevaluesin LasVegas.InsteadtheCounty
wouldbereceiving2% (usingthereport’snumbers)increasesin rentsper year.As
anyonewho hasevencasuallyobservedtherealestatemarketin Las Vegasknows;land
values,housingprices,andcommercialrentshaveall escalatedata far greaterratethan
2%peryear. In addition,webelievethe groundleaseexampleusedfor comparisonin
thenextsectionis not arealisticpictureof whattheCountycouldhavereceivedfor the
landatthetime it enteredinto theseleaseagreements.

Section2 — FinancialReview:

GeneralComment— Webelieveit is erroneousto ignorethelast30 yearsofthe leaseand
to compareonly thefirst 20 yearsofa 50-yearleasestructure. Providingsuchalimited



reviewheavilyweightstheanalysistowardastraightgroundleaseasthereturnsof the
participatoryleaseincreasesubstantiallyafterthedebtserviceis paidoff While it is true
projectionsthat exceed20 yearsrequirespeculativeassumptions,it is certainlypossible
to makesuchassumptions.More importantlythereport’snumbersandcomparablelease
ratessimply do supporttheresultsin theconclusion.

Page6 - ProjectNet CashFlow:

DetailsofCashFlow areprovidedto theCountyin monthlystatementsandannual
budgets;aredelineatedin thesub-leaseagreementandwereprovidedto theauditors.It is
unclearwhy theywerenotreviewed.

Page6 - Rent Increases:

We areuncertainhow anationalrangecouldbebetween5% and5% andyet havean
averageof 1.97%. Further,if 1.97%percentis thenationalaveragehow can2.4%
increasesperyearbeconsideredlow?

Page6 - ManagementFeeperLease/AbsoluteNet:

Againthis detailis in thefiles provided.We haveno ideawhy it wasnot reviewed.

Page7 — Reserves:

1.25%reservesarewhat the lender(avery largeinstitutionallender)considersadequate.
We canonly presumethatbasedon thetypeofdevelopmentandthe strengthofthe
developerthis amountis adequateto thefinancialcommunity.Secondly,asthereport
notes,the leasewith GESis atriple net lease.As in anytypical triple net leasethetenant
is responsiblefor capitalimprovementexpensesnot thedeveloper.Havingareserveat all
is basedon requirementsofthe lender,andto reducethefuture capitaloutlay to the
tenantshouldtheyneedto makealargecapitalimprovement. Is the2%quotedin the
reporttypical ofwarehousebuildingsof 850,000sq. ft. in thesouthwesternU.S. leaseon
triple net leases?

Page7— Returnon Equity:

Again, wewould agreewith this statementif the landweresubordinateto the loanor a

partofajoint ventureagreement.Neitherofthesescenariosappliesto this lease.
Page7 - DiscountRate:

Onpage5, thereportstatesthatGESwith Viad is a strongtenantyet heresuggeststhat a
lowerdiscountratecouldnotbe supportedbecauseViad’s creditratingwasnot available.
PerMoody’s, Viad’s creditratingis currentlyBal (atthetime ofthe leaseit wasBaa2),
this informationis availableon theInternet. While thereportconcludesin thisparagraph



thatan 8%discountratewouldbe reasonable,the later comparisonis runatratesranging

from 6-11%.

Page8:

No sourceis providedin thereportto indicatewherethedatafor typical landleaserates
or landvaluescamefrom. However,it shouldbenotedthatduringthetime theseleases
wereenteredinto interestrateswereat a40-yearlow andlandleaseratestendedto be
lower aswell. Also, no datais givento analyzeorevensuggestthatthetypical land
leasesusedin thereport’sresearchwerelandleaseswherethelandwassubordinatedto
the loanornon-subordinated.We believethatnon-subordinatedgroundleaseswould tend
to beat the lowerendofthis range. it is doubtful,giventhestateofimprovementofthis
landandthefactthatthe leasewasenteredinto shortlyafterSeptember9, 2001 thatthe
Countycouldhavebeensuccessfulin obtainingahighly qualifiedgroundlessorto lease
this propertybasedona landvalueof $5.00persquarefoot for anon-subordinated
groundleaseatratessuggestedin thereport. Further,it mustbenotedthattheCounty
did not ownall of this landatthetime ofthe leaseoptionagreementand,therefore,
enteringinto astraightgroundleasefor theentire50 contiguousacreswouldnothave
beenpossible.Thedevelopertook significantrisk in developinginfrastructureto support
this developmentwith neverhavingany guaranteethatthecompanywouldbeableto
developanythingbut the landinitially ownedby theCounty.

Finally, anexaminationofthereportsnumbersandstatementsclearlyshowsthatno
reasonabledeveloperwouldhaveundertakenthisprojectbasedon thetypical ground
leaseexampleusedin thisreport.

Thereportstatesthat the landvalueofthe54 acresfor comparisonshouldbe $5.00per
foot or $11,761,200;theCountyshouldhavereceivedareturnbetween8 — 12% onthis
land; andthat an 8%netpresentvalueis reasonable.Thereporthasalsoverifiedthatthe
loantermsareadequate,thattherent is amarketrentandthatthetenantis adesirable
one. Presumablythereportagreesthatthis industrialuseis appropriateandcompatible
giventhedeedrestriction.Basedon thereport,theCountycouldhaveenteredinto a
typicalnon-subordinatedgroundleaseatareturnof 10%oflandvaluewith 2%increases
peryear(for 20 years)with ahighly competentdeveloper. Suchagroundlease(again
usingthenumbersthereporthasagreedarefair) wouldhaveproducedan incomestream
to thedeveloperover thefirst 20 yearswith anetpresentvalueof$631,889. This is
withoutincludinganydevelopmentfeesoroperatingexpensesotherthantypical leasing
commissions.If onebelievesthereport’sanalysisonemustalsoconcludethatusing
suchagroundrent for comparisonor ignoringthelast30 yearsof incomestreamis, at
best,unrealistic. (For comparisonpurposesif thedeveloper’sinitial cashinvestmentof
$5,949,709wereinvestedin asimple5% interestaccountit wouldproduceanincome
streamequalto anetpresentvalueof$2,920,756overthe same20 yearsat thesame
discountrate.)



20 Year Income Projection
(ear MarketRent DebtService Equity 10% Land lease Lease Commissions Return

I $4,382,453 $3,038,016 $3,320,420 $1,176,120 2,797,606 -$5,949,709
2 $4,487,632 $3,038,016 $1,199,642 0 $249,974
3 $4,595,335 $3,038,016 $1,223,635 0 $333,684
4 $4,705,624 $3,038,016 $1,248,108 0 $419,500
5 $4,818,558 $3,038,016 $1,273,070 0 $507,472
6 $4,934,204 $3,038,016 $1,298,532 0 $597,656
7 $5,052,625 $3,038,016 $1,324,502 0 $690,107
8 $5,173,888 $3,038,016~_________ $1,350,992 0 $784,880
9 $5,298,061 $3,038,016 $1,378,012 0 $882,033

10 $5,425,215 $3,038,016 $1,405,572 1,174,134 -$192,508
11 $5,555,420 $3,038,016 $1,433,684 0 $1,083,720
12 $5,688,750 $3,038,016 $1,462,357 0 $1,188,376
13 $5,825,280 $3,038,016 $1,491,605 0 $1,295,659
14 $5,965,086 $3,038,016 $1,521,437 0 $1,405,634
15 $6,108,249 $3,038,016 $1,551,865 1,244,582 $273,785
16 $6,254,847 $3,038,016 $1,582,903 0 $1,633,928
17 $6,404,963 $3,038,016 $1,614,561 0 $1,752,386
18 $6,558,682 $3,038,016 $1,646,852 0 $1,873,814
19 $6,716,090 $3,038,016 $1,679,789 0 $1,998,285
20 $6,877,276 $3,038,016 $1,713,385

Total return
NPV © 8%

4,027,255 -$1,901,379
$8,927,298

$631,889

Notes:
Market Rent: Equalto thebaserentGESpaysfor thebuildings,which thereportagrees
aremarketrents.($0.44per sq. ft. permonth)
Debt Service:Actualdebtservicebeingpaidby developerfor theprojectloan,which the
reportagreesis agoodloan.
Equity: Actualcashequitythe developerwasrequiredto investfor infrastructureand
projectdevelopment.
10%Land Lease:Amount to bepaid to Countybasedon thereport’slandvalueand
suggestedreturnincludinga2%peryearincrease.
LeaseCommissions:First yearactualleasecommissionspaidout. Futureyears
projected.
Return: Equal to marketrentminusdebtservice,equity repayment,landleasepayments
and leasecommissions.

Basedon thereport’sfiguresit is eitherhighly improbablethat sucha groundleasecould
havebeenobtainedorthatonemustactuallyconsidertheincomestreamofthefinal 30
yearsof the lease.

Page10 — Thereport’sanalysis(whichwe do notagreeis accurate)indicatesthat the
participatorygroundleaserangesfrom 28%percenthigherreturnto thecountyto a 30%



lowerreturndependingon thegroundleasetermsandthediscountrateused.This
analysisfails to includethefinal 30 yearsoftheagreementwhentheparticipatoryground
leasenet revenuepaymentsbecomesignificantlyhigher.

Wedisagreethatthepotentialreturnoftheparticipatoryleaseis notenoughto warrant
thepotentialrisks.Further,webelievethatthis structureprovidesthebestopportunityfor
theCountyto participatein therapidlyrising realestatedevelopmentmarketin Las
Vegas.

If we assumethat theCountycouldhaveactuallyenteredinto astraightgroundlease
using thenumbersin thereport, (whichwebelievewouldnothavebeenpossible);and
wecomparesuchagroundleaseto theprojectedincomestreamto theCountyin the
participatorygroundleaseovertheentire50-yearterm; theparticipatorygroundleaseis
clearlyprojectedto producea higherreturnto theCountyusingthereport’s
recommended8%discountrate. If you maketheconservativeassumptionthat thenet
revenueincreasesto theCountybeyondyear20 will be limited to thenationalaverage
statedin thereportof2%,theparticipatorygroundleasestill would producea 10%
higherreturnto theCountyonanetpresentvaluebasis,againusingan 8%discountrate.
Againwebelievethat giventhehistoryoftherealestatemarketin Las Vegasoverthe
past50 yearstheseareveryconservativeprojections.

Page11 — Public / PrivateLandDevelopment

It is interestingto notethatwhile theairportsandconsultantscontactedbelievethat
commercialrealestateinvolvestoo muchriskwhenconsideringpublic interests,several
ofthesesameairportshaveinvestedbillions ofdollarsin facilities andinfrastructures
basedsolelyon thestrengthof asinglelegacyair carrier,which is currentlyin
bankruptcy(Atlanta— Delta,Denver— United,Philadelphia— USAir.) Theyhavebased
theseinvestmentson studiesproducedby theveryconsultantsnotedhere. Additionally,
manyofthesesameairportshavelostmillions of dollarsusing thegroundleasestructure
typically usedby public entities.

We agreethetypical strategyofpublic entitiesis to wait for developmentto catchup to
theareawheretheirrealestateassetsaresituatedandthensell ordeveloptheland.
Typicallyairportsorpublic entitiesdo nothavethechargeofmanaging6500acresof
formerlyfederallandthat is interspersedwith developmentthatis incompatiblewith
airportoperations.Clearly, this is not atypical scenario.HadtheDepartmentofAviation
practicedthis typical strategyit is highly likely that insteadofdevelopmentwhich is
compatiblewith airportoperationsit would currentlyhaveseveralproposednon-
compatibleprojects(i.e. highrise condominiums)within theCMA as muchofthis land
lieswithin theMixed UseDevelopmentDistrict. Further, it is unclearhow anyofthe
statedgoalsoftheCounty’sDisposalPlanwould havebeenadvancedusing thetypical
public landdevelopmentstrategiesdescribedin thereport.

Also, it shouldbenotedthatmuchof thedevelopmentrisk hasalreadybeentakenand
that sincetheleasesandleaseoptionshaveassuredtheCountythat the landwill be



developedin acompatiblemanner,selling the landremainsan optionavailableto the
County. It hasalwaysbeenassumedby theDepartmentofAviation that onceits goals
havebeenachievedselling theleasedlandby public auctionmaybe thebest long-term
strategy.

TheimplementationoftheDisposalPlanandmeetingthegoalsof theSouthernNevada
PublicLandsManagementAct requiredactionsthat arenot typical ofpublic entities.
While onecanarguethefuturevalueofthereturnsto theCountybasedon thestructure
of the leases,no oneshouldarguethevalueofthoseagreementsin protectingperhapsthe
County’smostvaluablepublic asset---McCarranInternationalAirport.

New Sections1 through5:

Theremainderofthereportis areviewofspecificappraisalsinvolved in landtrades
completed.We do notbelievethatwecancommenton thespecific detailedcommentsof
theparticularappraisals,asthetime framepermittedfor this responsedoesnotpermit
suchadetailedreview.However,therearecertainoverall commentsin thereportthatwe
would like to address.

Section3 Page8:

Regardingthedownwardadjustmentto Countyownedlanddueto thefact thataDeed
restrictionprohibitedresidentialandpublic facility development.While wearenot
appraisersthefact statedherethatcommercial/industriallandsalesperunit have
outpacedresidentialis not atruepictureofthemarket. Numerousparcels,which were
zonedcommercialor industrial,havebeenpurchasedfor thepurposeofconvertingthem
to residentialuse. Evenmore so themarketis skewedupwardby severalverylargehigh-
riseresidentialprojectscurrentlyunderconstructionon formerly commercialor industrial
land. To sitea specificexamplerecentnewspaperarticleshaveaddressedtheoriginal
saleoftheformerEllis IslandCasinopropertyto acondominiumdeveloperfor $27
million dollars,this samepropertythoughstill zonedfor Commercialusewasthensold
oneyearlaterto anothercondominiumdeveloperfor $97million dollars. Clearly, these
saleswouldnothavetakenplaceatthesenumbersbut for theprospectof usingthis
commercialpropertyfor aresidentialuse. Oneneedsonly to drive downIndustrialDrive
to seetheeffect on commercialandindustrialrealestatethat thecondominiummarket
hashad.

Theairporthasreceivedoffersofmillions of dollarsto releasethesedeedrestrictions
which thereport statesshouldnothaveanegativeeffect on thevaluesoftheproperty.
While wearenotappraisersandcannotcommenton the appropriatenessofthese
adjustmentsit is clearlyevidentthat adeedrestrictionagainstresidentialuse(especially
on propertiesin theMTJDD) canhaveahugeimpacton its value.



Page14— LVPPA

We arenotsurprisedby thevalueofthe incomingparcelbeingon the low endofthe
range. This tradewasprecipitatedby theneighborhoodhavingan extremeoppositionto
theseparcelsbeingdevelopedfor acommercialuse.Basedon thisoppositiontheBoard
of CountyCommissionersrequestedtheairportto makethis trade.



Attachment1 Page1 of4

20. DAMAGE TO iMPROVEMENTS BY F1R& THE ELEMENTS. OR
OTHER CASUALTY: ShouldLesseesimprovementsbe damagedin any amountexceeding
Two HundredFifty ThousandDollars ($250,000.00)by fire, the elements,or other casualty
during the lastthree(3) years of the original term of this Leaseor during an extensionof the
term,then Lesseemayat its option terminatethis Leaseby written notice to Lessorwithin thirty
(30) daysaftersaid casualty,suchterminationto be effectiveon thedatespecifiedin suchnotice,
whichdateshall beno soonerthanthirty (30) daysnor later than onehundredeighty (180)days
after thedateof suchnotice. Lesseeshallhaveno obligationto restoreanyimprovementsaftera
fire or other casualty. If Lesseeelectsto terminatethis Leasepursuantto this Section20 and
Lesseedoesnotrestorethe improvementsprior to suchcancellation,then,unlessLesseehasself-
insuredpursuantto Section10(a), Lesseeshall pay to Lessorany insuranceproceedsactually
receivedby Lesseein compensationfor the damageto theimprovementsgiving rise to Lessee’s
right to cancelthis Leasepursuantto this Section20.

- Wt~-d! ~ frt~-e~



Page2 of 4

Landlord, at its election,maypayandsatisfytheImposition, inwhich casethesumsopaidby Landlord, with interestfrom
the dateof paymentat the ratesetforth in Section4.07 of this Lease,shallbe deemedAdditionalRentdueandpayableby
Tenantwithin ten (10) daysafterTenant’sreceiptof Landlord’spaymentdemand.

(e) Notwithstandingany languageto the contrary in this Section6.05, if the proposedTenant’s
Alterations involve or affectin anyway oneor more of the structuralcomponentsof the Building, or relatein anyway to
life safety matters,including, but not limited to, the Building’s or Project’s fire suppressionsystem(collectively, the
“Structuraland SafetyAlterations”), Landlord’sprior written consentwill be required,regardlessof the cost of the
proposedAlterations. Moreover,at Landlord’s request,Tenantagreesto use contractorsand subcontractorsselectedby
Landlord for the constructionof any andall permitted Structural and SafetyAlterations, and for any work involving
possibleroofpenetrations(soasto ensurethatany suchwork doesnot renderLandlord’sroofwarrantyvoid orvoidable).

(f) Tenantacknowledgesandagreesthat anyTenant’sAlterationsarewholly optionalwith Tenant
andarenotbeingrequiredby Landlord,eitherasaconditiontotheeffectivenessof this Leaseorotherwise.

Section6.06. Condition upon Termination.Upon the terminationof this Lease,Tenantshall surrenderthe
Propertyto Landlord,broomcleanand in the sameconditionasreceived(including without limitationto theremovalof all
floor striping andtheassociatedresealingof the floor, if applicable),ordinarywearandtearexcepted;provided,however,
Tenantshallnotbeobligatedto repairanydamagewhich Landlordisrequiredto repairunderthis Lease,including,butnot
limited to Article Seven(DamageorDestruction)below. Subjecttotheprovisionsof this Section6.06,Landlord mayalso
requireTenantto removeanyofTenant’sAlterationsprior to theexpirationof this Leaseandto restorethePropertyto its
prior condition, all at Tenant’sexpense. All alterations,additionsand improvementswhich Landlordhasnot required
Tenantto removeshall becomeLandlord’spropertyand shallbe surrenderedto Landlordupon the expirationor earlier
terminationof this Lease,exceptthat Tenantmayremoveany ofTenant’smachinery,equipmentor otherpersonalproperty
that canberemovedwithoutmaterialdamageto the Property. Tenantshallrepair,atTenant’sexpense,anydamageto the
Property causedby the removal of any such machinery, equipmentor other personalproperty (including, without
limitation, the completeremovalof all studsandbolts that penetratethe floor or walls andfilling and patchingthe holes).
In no event,however,shallTenantremoveanyof the following materialsorequipment(whichshallbe deemedLandlord’s
property)withoutLandlord’sprior writtenconsent:anypowerwiring andpowerpanels;lighting andlighting fixtures; wall
coverings;drapes,blinds and otherwindow coverings;carpetsandother floor coverings;heaters,air conditionersandany
otherheatingand airconditioningequipmentthat are affixed to theProperty;fencingand securitygates;load levelers,dock
lights, docklocks and dock seals;and othersimilar building operatingequipmentanddecorations. Tenant’sobligations
underthis Section6.06shallalso includeits obligationsunderSection5.04with respectto anySign.

Notwithstandingany languageto the contraryin this Section6.06, Tenantmay requestin writingat the time(a) it
seeksLandlord’sconsentto anyTenant’sAlterations,or (b)provideswrittennoticeto Landlordof anyTenant’sAlterations
notrequiringLandlord’sconsent,that Landlordstate(atthe time it grantsits consent,if applicable)whetheror notremoval
will be requiredat the expiration or earlierterminationof the LeaseTerm. Any suchwritten requestof Tenantshall
specifically cite this Leaseprovisionand Landlord’sobligationto makesuchstatement.Landlordagreesthat Tenantshall
be underno obligation to removethe initial Tenantimprovementsto be constructedpursuantto Article Fourteenof this
Lease.

Section6.07. RoofAccess.Anything in this Leaseto thecontrarynotwithstanding,Tenantshallnotandshall
notpermit any of its employees,agents,contractorsor invitees to enteron or in anywaymove about on the roof of the
Building, for anypurposeswhatsoever,withoutthepriorwritten consentof coordinationwith, andsupervisionof Landlord
or its selectedagentsorcontractors.

Section6.08. FloorLoad Limits. Tenantshall notplacea loaduponanyfloor of the Propertyexceedingthe
floor loadpersquarefoot areawhich it wasdesignedto carry andwhich is allowedby law. Landlord, acting reasonably,
reservestheright to prescribethe weightandpositionof all safes,machineryand mechanicalequipmentin the Building.
Such installationsshall be placed and maintainedby Tenant, at Tenant’sexpense,in settingssufficient, in Landlord’s
reasonablejudgment,toabsorbandpreventvibration,noiseandannoyanceto otheroccupantsof theProject.

ME1~LESEVEN’ DAMAGE OR DESTRUCTION -.

Section7.01. Damageor Destruction to Property.
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(a) Tenant shall notify Landlord in writing (“Damage Notice”) immediatelyuponthe occurrenceof
any damageto the Property. Subject to the provisionsof Section7.01(c) and Section 7.01(d) below, if the insurailce
proceedsreceivedby Landlordfrom the insurancepoliciesdescribedin Section4.04(b) abovearesufficient topay for the
necessaryrepairs (provided, however, that no deficiency in insuranceproceedsbasedon Landlord’s breachof its
obligationsunderthis LeaseshallexcuseLandlord’sperformance),this Leaseshallremainin effect and Landlord shall
repairthe damage(including anydamageto theBuilding Improvementsand theTenantImprovementsdescribedinArticle
Fourteenbelow)as soonasreasonablypossible. Landlordmayelect(but is not required)to repairanydamageto Tenant’s
fixtures, equipment,or improvements.In theabsenceof suchanelection,Tenantshallbesolely responsiblefor the repair,
replacementandrestorationof Tenant’sfixtures, equipment,or improvementsandshall promptly commencesuchrepair
anddiligentlypursuethesameto completion,unlessthis Leaseis terminatedasprovidedin this Article Seven.

(b) If the insuranceproceedsreceivedby Landlord arenotsufficientto paytheentirecost of repair,
or if the causeof the damageis not coveredby the insurancepolicies which LandlordmaintainsunderSection 4.04(b)
above,Landlordmayelecteitherto: (i) repairthe damageassoonas reasonablypossible,in which casethis Leaseshall
remainin full forceandeffect; or(ii) terminatethis Leaseasof thedatethedamageoccurred. Landlordshallnotify Tenant
within thirty (30) daysafter receiptof theDamageNotice whetherLandlordelectsto repair the damageor terminatethis
Lease, If Landlordelectsto repair the damage,Tenantshall payto LandlordTenant’sPro RataShareof the “deductible
amount” (if any)underLandlord’sinsurancepolicies (in an amountnot to exceed$10,000.00)and,if the damagewasdue
to anactor omissionof Tenant,or Tenant’semployees,agents,contractorsor invitees,the differencebetweenthe actual
cost of repairand any insuranceproceedsreceivedby Landlord (including, but not limited to, the entiretyof any such
deductibleamount). In caseof partial damageto the Propertysolelyresultingfrom anyactor omissionof Landlordor its
agents,employees,or contractors,Landlordshall be solely responsiblefor paymentof any suchdeductibleamount, If
Landlord electsto terminatethis Lease,Tenantmay electto continuethis Leasein full force and effect, in which case
Tenantshallrepairanydamageto thePropertyandtheBuilding. Tenantshallpaythecostof suchrepairs,exceptthat upon
satisfactorycompletionof suchrepairs,Landlordshall deliverto Tenantanyinsuranceproceedsreceivedby Landlordfor
the damagerepairedby Tenant. Tenantshall give Landlordwritten notice of suchelectionwithin twenty (20) daysafter
receivingLandlord’sterminationnotice.

(c) If the repairsto thePropertyare estimatedto requiremorethan one hundredeighty (180) days
fromLandlord’sreceiptof insuranceproceedsandbuilding permits (the “Repair Period”)to be SubstantiallyCompleted,
theneitherLandlordor Tenantshallhavethe right to terminatethis Leaseas of the laterto occurof: (i) the dateLandlord
receivesthe DamageNotice; and (ii) the date Tenant ceasesto do businesson the Property and delivers exclusive
possessionthereofto Landlord. Tenantshall havethe right, at anytime andfrom timeto time to requestin writing that
Landlord deliverto Tenantawritten notice (the “ContractorCertificate”) certifyingto both LandlordandTenant,in the
reasonableopinion of Landlord’scontractor,the amountof timerequiredto repairor completethe repairof the Property.
The ContractorCertificate shall be deliveredto Tenantno later than thirty (30) days following Landlord’s receiptof
Tenant’srequest. If, in the ContractorCertificate,the contractorcertifies thatthe repairof thePropertywill takeaperiodin
excessof the RepairPeriod,thenwithin, ten (10) daysafter the deliveryof the ContractorCertificateto Tenant,Tenantor
Landlordmay terminatethis Leaseby delivering writtennoticeof suchterminationto the otherparty within such ten(10)-
dayperiod. Notwithstandingthe foregoing,Tenantshall nothaveanyrightto terminatethis Leaseunderthis Section7.01
if the damageto the Property was causedby the acts or omissionsof Tenantor its agents,employees,contractors,or
invitees.

(d) If thedamageto thePropertyoccursduring the lastonehundredeighty(180) daysof theLease
Termandsuchdamagewill requiremorethanthirty (30) daysto SubstantiallyCompletethe repair,theneitherLandlordor
Tenantmayelectto terminatethis Leaseas of the datethe damageoccurred,regardlessof the sufficiency of anyinsurance
proceeds.The partyelectingto terminatethis Lease,pursuantto this Section7.01(d), shallgive writtennotification to the
otherpartyof suchelectionwithin thirty (30)daysafterTenant’sDamageNotice.

(e) Notwithstandinganylanguageto the contrary in this Section7.01, in the caseof eitherpartial
damageor total (or substantial)destructionof thePropertyand if this Leaseis not terminatedasprovided in this Section
2.,Qj, and Landlordelectsto rebuild the Property,and suchwork is not completedwithin one hundredeighty (180) days
afterLandlord’sreceiptof insuranceproceedsandbuilding permits(andthedamagehashadamaterially adverseaffecton
Tenant’sbusinessoperationsfrom theProperty),subjectto extensionfor theeventsdescribedin Section16.12of this Lease
or for anyTenantDelay (as defmedin Article Fourteenof this Lease),then Tenantmayelectto terminatethis Leaseby
writtennoticeto Landlordnot later thanten (10) days following expirationofsuchonehundredeighty(180)dayperiod, as
the samemay havebeenextended. If Tenantso electsto terminatethis Lease,thenthe LeaseTerm shall expireon the
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thirtieth (
30

th) day after written noticeof suchelectionis receivedby Landlord,Tenantshall vacatethe Property,and
neitherparty shallhaveany liability to the other for any damagecausedby the casualtygiving rise to such termination.
Landlord agreesto diligently pursueobtainingall availableinsuranceproceedsand all necessarybuilding permits for the
repairor reconstructionprovidedin this Article Seven.

Section7.02. TemporaryReductionof Rent. If thePropertyis destroyedor damagedandLandlordrepairs
or restoresthe Propertypursuantto theprovisionsof this Article Seven,anyrentpayableduring the period of such damage,
repairandlorrestorationshallbereducedaccordingto thedegree,if any, to which Tenant’suseof thePropertyis impaired.
Exceptfor suchpossiblereductionin BaseRentandAdditional Rent, Tenantshall notbe entitled to any compensation,
reduction,or reimbursementfrom Landlordas a result of any damage,destruction,repair, or restorationof or to the
Property. If such destructionor damage was causedby the acts or omissions of Tenant or its agents, employees,
contractors,or invitees,therewill only bean abatementof rent to the extentof Landlord’sproceedsfrom rentalincome
insurance.

Section7.03. Waiver. Tenantwaivestheprotectionof anystatute,codeor judicial decisionwhich maygrant
to Tenantthe right to terminatea leasein the eventof the destructionof the leasedproperty. Tenantagreesthat the
provisionsof Article Sevenaboveshall governthe rights andobligations of LandlordandTenantin the eventof any
destructiontotheProperty.

ARTICLE EIGHT CONDEMNATION

If all or any portionof theProperty is takenunderthepowerof eminentdomainor soldunderthe threatof that
power(all of which are called“Condemnation”),this Leaseshallterminateas to the parttakenor sold on the datethe
condemningauthority takestitle or possession,whicheveroccursfirst. If morethantwentypercent(20%) of the floor area
of thePropertyor otherareasof theProjectforwhich Tenanthasexclusiverightsaretaken,andsuchportionmateriallyand
permanentlyaffectsTenant’sbusinessoperationsatthe Property,eitherLandlordor Tenantmay terminatethis Leaseas of
thedatethe condemningauthority takestitle or possession,by delivering written notice to the otherwithin ten (10) days
after receiptof written notice of such taking (or in the absenceof suchnotice, within ten (10) days after the condemning
authoritytakestitle orpossession).If neitherLandlordnor TenantterminatesthisLease,this Leaseshallremainineffectas
totheportionof thePropertynot taken,exceptthattheBaseRentandAdditionalRentshallbereducedinproportionto the
reductionin the floor areaof theProperty. Landlordshall beentitledto receivethe entireawardor paymentin connection
therewith,exceptthatTenantshall havetheright to file any separateclaimavailableto Tenantfor any taking of Tenant’s
personalpropertyand fixturesbelongingto Tenantandremovableby Tenantuponexpirationof theLeaseTermpursuantto
the termsof this Lease,andfor moving expenses,so longassuchclaim doesnotdiminish the award available to Landlord,
its groundlessorwith respectto therealpropertyor its lender,andsuchclaim is payableseparatelyto Tenant. If this Lease
isnot terminated,Landlordshallrepairanydamageto thePropertycausedby the Condemnation,exceptthat Landlordshall
notbe obligatedto repairany damagefor whichTenanthasbeenreimbursedby the condemningauthority. If theseverance
damagesreceivedby Landlordarenotsufficientto payfor suchrepair,Landlordshallhavetheright toeither terminatethis
Leaseormakesuchrepair atLandlord’sexpense.

ARTICLE NINE ASSIGNMENT AND SUBLETTING

Section9.01. Transfers. Exceptas otherwise expresslyprovided in this Article Nine, Tenantshall not,
without the prior written consentof Landlord, assign,mortgage,pledge,encumberor otherwisetransfer,this Leaseor any
interest hereunder,permit any assignmentor other such foregoing transfer of this Leaseor any interest hereunderby
operationof law, or sublet the Propertyor any part thereof (all of the foregoingare hereinaftersometimesreferredto
collectivelyas “Transfers”and anypersonto whom anyTransfer is made or sought to be made is hereinafter sometimes
referredto asa “Transferee”). To requestLandlord’sconsentto anyTransferrequiringsuchconsentundertheprovisions
of this Article Nine, Tenantshall notify Landlordin writing, which notice (the “TransferNotice”) shall include(i) the
proposedeffectivedate of the Transfer, which shall notbe less than thirty (30) days after the date of delivery of the
TransferNotice, (ii) a descriptionof the portion of thePropertyto betransferred(the“SubjectSpace”),(iii) all of theterms
of theproposedTransferandthe considerationtherefor, including a calculationof the “TransferPremium,”asthat term is
defmedin Section9.03 below, in connectionwith suchTransfer,thenameand addressof theproposedTransferee,anda
copy of all existingand/orproposeddocumentationpertainingto. the proposedTransfer,including all existingoperative
documentsto be executedto evidencesuchTransferor the agreementsincidentalor relatedto suchTransfer,and (iv)
current financial statementsof the proposedTransfereecertified by an officer, partner or owner thereof, or any other
information reasonablyrequired by Landlord, which will enable Landlord to determinethe financial responsibility,

Industrial Lease—Las Vegas,Nevada 6435 S. Valley View Blvd.
LasVegas,Nevada

Lennox Industries Inc.
UT_DOGS_A #1173403 v7 26



 

APPENDIX B



 

CLARK COUNTY 
DEPARTMENT OF AVIATION 

CMA LAND EXCHANGE AND LEASE AUDIT 
 

Land Exchange Schedule 
 

Trade Name ROA 
Parcels 

Out Acres 
Appraised 

Value 
Parcels 

In Acres 
Appraised 

Value Cash Due 
BAK 5/16/2000 4 19.35 $        5,120,000 4 21.23 $        4,400,000  $           720,000 
Martinez 6/20/2000 2 4.51              945,000 1 2.6              735,000              515,000* 
Vegas Equities 6/20/2000 3 12.51           2,050,000 3 10           1,800,000               250,000 
Jack Owens 7/18/2000 2 16.23           4,195,000 6 13.92           3,790,000               405,000 
Pascualotto 8/1/2000 1 4.1           1,430,000 2 5           1,200,000               230,000 
Silverton Casino 9/5/2000 3 17.5           3,000,000 8 15           2,862,500               137,500 
Gayler 1 10/17/2000 3 10           1,860,000 3 7.5           1,600,000               260,000 
Gayler 2 10/17/2000 1 42.5           5,950,000 10 32.5           5,345,000            3,350,000*
Gragson 1 10/17/2000 4 60           7,500,000 12 35.44           7,450,000                 50,000 
American West 11/7/2000 2 17.5           2,771,000 4 14.14           2,457,000               314,000 
Gragson 2 11/21/2000 15 151.83         16,552,000 24 92.07         16,362,000               190,000 
Tiberti I 1/2/2001 11 82         13,209,000 10 36.72         12,850,000               359,000 
Julian 1/16/2001 2 4.02              645,000 1 2.5              525,000               120,000 
Martinez/Massa 2/20/2001 7 30            6,390,000 11 23.67           6,137,500               252,500 
Gragson 3 6/5/2001 1 37.5           6,585,000 7 25           4,950,000            1,635,000 
Gragson 4 6/5/2001 2 6.7           1,040,000 1 5              850,000               190,000 
Gragson 5 6/5/2001 3 20.55           2,795,000 4 10           2,160,000               635,000 
Gragson 6 6/5/2001 1 5              525,000 1 2.5              400,000               125,000 
Gragson 7 6/5/2001 2 5.2              551,000 1 2.5               462,500                 88,500 
NDOT 6/5/2001 2 20.31           6,300,000 4 14.69           6,300,000                          - 
Gragson 9 8/7/2001 2 92.24         10,435,000 8 35.72           8,030,000            2,405,000 
Gragson 10 8/7/2001 4 28.92           2,996,000 3 12.19           2,775,000               221,000 
Gragson 11 8/7/2001 4 75.28           7,345,000 8 25           5,715,000            1,630,000 
Gragson 12 8/7/2001 7 35           3,975,000 6 17            3,860,000               115,000 
Tru West Realty 8/7/2001 4 12.5           2,105,000 3 10           1,840,000               265,000 
LVPPA 9/18/2001 1 9.32           2,615,000 2 10           1,307,000            1,308,000 
Gragson 8 10/2/2001 4 20           2,025,000 2 7.5           1,595,000               430,000 
Gragson 13 1/2/2002 2 20           3,020,000 5 10           2,520,000               500,000 
Gragson 14 1/2/2002 2 7.5           1,435,000 1 5           1,145,000               290,000 
Gragson 16 1/15/2002 3 11.9           1,247,000 3 3.36              985,000               262,000 
Thomas & Mack 1/15/2002 5 20.99           4,025,000 5 12.05           3,780,000               245,000 
Gragson 17 1/15/2002 1 20.55           3,715,000 3 8.75           2,830,000               885,000 
Gragson 18 10/15/2002 21 111.85         19,955,000 20 68.75         19,940,000                 15,000 
Kennedy Trade 2/18/2003 2 16.87           4,390,000 5 17.22            3,455,000               935,000 
Ricco Williams 4/1/2003 2 10           1,061,000 9 15              997,000                 64,000 
Gragson 19 7/1/2003 20 112.95         17,785,000 18 53.37         17,695,000                 90,000 
Gragson 20 1/18/2005 21 112.42         34,820,000 14 52.41         34,660,000               160,000 
   TOTALS   176 1,285.6 $    212,362,000 232 735.3 $    195,765,500  $      19,651,500 
*The cash due on the Martinez and Gayler 2 trades was increased above appraisal value due to bidding at the BCC 
acceptance meeting. 



 
CMA Lease Schedule 

Lease Name 
Lease 

Description 

Effective 
Date of 
Lease 

Project 
Description

Number 
of Acres 
(Approx)

Number 
of 

Buildings

Total 
Rental 
Square 

Feet 
Number of 

Tenants 

Average 
Length of 
Tennant 
Leases 

Year First 
Revenue 
Payment 

Expected to be 
Received 

Rent 
Escalation

Management 
Fee % 

Industrial/ 
Office/Retail 

Beltway Business Park  Lease 
Option 
Agreement 8/21/2001          

Beltway Business Park Office No. 1 
LLC 

Land Rental 
Agreement 11/18/2003

Retail/Office/
Warehouse 12.51 3 156,700 5 5 Year 5 (2008)

3%/4.5%/5
% 4.5/5 

Beltway Business Park Office No. 2 
LLC 

Land Rental 
Agreement 1/18/2005

Retail/Office/
Warehouse 8.09 2 144,600 TBD TBD TBD TBD 3 / 4.5 / 5 

Beltway Business Park Office No. 3 
LLC 

Land Rental 
Agreement 9/20/2005

Retail/Office/
Warehouse 4.17 1 50,600 TBD TBD TBD TBD 5 

Beltway Business Park Warehouse 
No. 1 LLC (GES Exposition) 

Land Rental 
Agreement 12/11/2001

Retail/Office/
Warehouse 58.19 3 860,000 1 12 Yrs Year 5 (2006)

6%/30 
Months 3 

Beltway Business Park Warehouse 
No. 2 LLC 

Land Rental 
Agreement Pending

Retail/Office/
Warehouse 30.56 2 537,000 TBD TBD

Year 4 
(Approximate 

Year 2008) TBD 3 

Beltway Business Park Warehouse 
No. 3 LLC 

Land Rental 
Agreement Pending

Retail/Office/
Warehouse 47.54 3 826,000 TBD TBD

Year 6 
(Approximate 

Year 2010) TBD 3 
                   
Blue Valley II and III LLC (Blue 
Diamond) 

Lease 
Option 
Agreement 6/4/2002    

Blue Diamond Business Center-
Enterprise LLC 

Land Rental 
Agreement 11/19/2002

Retail/Office/
Warehouse 6.00 1 29,373 Unknown Unknown Year 6

2.27%Yr1-5, 
2.45% Yr 6-

10 3 
Blue Diamond Business Center-
Building G LLC 

Land Rental 
Agreement 2/18/2003

Retail/Office/
Warehouse 5.00 1 68,750 Unknown Unknown Year 7 3%/Yr 3 

Blue Diamond Business Center-
Building 2 LLC 

Land Rental 
Agreement 7/19/2005

Retail/Office/
Warehouse 5.00 1 70,200 TBD TBD Year 7 2.85%/Yr 3 / 4.5 / 5 

Blue Diamond Business Center-
Building 5 LLC 

Land Rental 
Agreement 7/19/2005

Retail/Office/
Warehouse 16.28 1 287,500 TBD TBD Year 8 2.85%/Yr 3 / 4.5 / 5 



 
CMA Lease Schedule 

Lease Name 
Lease 

Description 

Effective 
Date of 
Lease 

Project 
Description

Number 
of Acres 
(Approx)

Number 
of 

Buildings

Total 
Rental 
Square 

Feet 
Number of 

Tenants 

Average 
Length of 
Tennant 
Leases 

Year First 
Revenue 
Payment 

Expected to be 
Received 

Rent 
Escalation

Management 
Fee % 

Industrial/ 
Office/Retail 

Blue Diamond Crossing LLC 
Land Rental 
Agreement 7/19/2005

Retail/Office/
Warehouse 69.24 33 650,000 TBD TBD Year 6

2.75%/Yr; 
10%/10yrs 3 / 4.5 / 5 

                   
Rainbow Beltway Lease 

Option 
Agreement 1/2/2001    

EJM Arroyo North 1 Property LLC 
Land Rental 
Agreement 4/20/2004

Retail/Office/
Warehouse 25.19 3 308,556 14 5yrs TBD 3% 4.5 

Rainbow Arroyo Commons LLC 
Land Rental 
Agreement Pending

Commercial 
Facilities 87.70 32 953,652 TBD TBD TBD TBD 3 / 4.5 / 5 

                   
Nevada Links Inc./Assigned 
interest to Durango Warm Springs 
Golf, LLC 

Lease 
Option 
Agreement 4/3/2001   7 

Durango Warm Springs LLC  
Land Lease 
Agreement 3/2/2004

Retail & 
Office Space 65.00 TBD 388,000 TBD TBD TBD TBD 4.5 

Durango Warm Springs Golf, LLC 
Land Lease 
Agreement 3/2/2004

Golf Course 
& Related 
Facilities 275.53 N/A N/A TBD TBD TBD TBD 7 

                   

EJM Spencer Helm 
Land Lease 
Agreement 9/12/1999

Commercial 
Facilities 5.00 3 205,830 13 5Yrs Year 2 3% - 4% 5 

                   
Majestic Runway Partners     

Majestic Runway Partners V LLC 
Land Lease 
Agreement 12/7/2004

Retail/Office/
Warehouse 21.15 3 363,000 TBD TBD 2007 TBD 3 
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Lease Name 
Lease 

Description 

Effective 
Date of 
Lease 

Project 
Description

Number 
of Acres 
(Approx)

Number 
of 

Buildings

Total 
Rental 
Square 

Feet 
Number of 

Tenants 

Average 
Length of 
Tennant 
Leases 

Year First 
Revenue 
Payment 

Expected to be 
Received 

Rent 
Escalation

Management 
Fee % 

Industrial/ 
Office/Retail 

     
Marcello Airport Center LLC (North 
Las Vegas) 

Land Lease 
Agreement 2/17/2004

Retail/Office/
Warehouse 17.80 10 135,266 TBD TBD Year 6 TBD 4.5 

                   
Spring Valley Medical Offices 
LLC 

Land Lease 
Agreement 3/2/2004 Retail/Office 42.09 TBD TBD TBD TBD TBD TBD 5 

Spring Valley Medical Offices LLC 
- Phase I   6.34 5 64,000 TBD TBD TBD TBD 5 
Spring Valley Medical Offices LLC 
- Phase II   TBD TBD TBD TBD TBD TBD TBD 5 
Spring Valley Medical Offices LLC 
- Phase III   TBD TBD TBD TBD TBD TBD TBD 5 
                   

Sunset Business Park (Triple 5) 
Land Lease 
Agreement 11/4/1997

Retail/Office/
Warehouse 11.65 2 79,500 17 3Yrs 2006 3% 3 

                   

Turnberry / Centra Crossroads 
Land Lease 
Agreement 2/3/1998

Retail/Office/
Warehouse 17.00 3 232,200 TBD TBD TBD TBD 3 

                   
State of Nevada, aka Nevada 
Military Department 

Land Lease 
Agreement 8/3/2004

Armory 
Complex 51.25 1 79,774 1 50 Year 3 TBD N/A 
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