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Marshall & Stevens, Inc. has been retained by the Clark County Audit 
Department to:

Review proposed and existing leases between Clark County and private 
entities hereafter referred to as the “Developer”.
Review projected cash flow from Beltway Business Park Warehouse I.
Review appraisals performed for the exchange of 91 parcels within GK Trade 
2GK Trade 9, GK Trade 17, GK Trade 18, and trades known as LVPPA, Rico 
Williams and Tiberti I.
Review appraisals performed with respect to Majestic I, II, III and IV/V.

Identification of Assignment
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Review Methodology

Review Methodology
USPAP Technical Review per Standard 3:  Appraisal Review, Development and 
Reporting

USPAP (Uniform Standards of Professional Appraisal Practice)
– Standards are based on the original standards developed in 1986-87 by the Ad Hoc 

Committee on Uniform Standards copyrighted in 1987 by the Appraisal Foundation 
and unanimously adopted and approved in 1989

– USPAP is not a law.  It is a professional standard that has been adopted by major 
appraisal organizations in North America including most if not all State Boards of 
Appraisers in the United States

– Although we were compelled to rely on USPAP Standards 3, effective January 1, 
2005 for guidance for our review, we can only hold the appraisals reviewed to the 
USPAP Standards 1 & 2 that were in place as of the date of the individual appraisal.
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Lease Review

Background
Scope of the Assignment 
Findings

The structure of the Lease Option Agreements are not typical of options or leases.  They have several 
of the elements of a joint venture.  
Within the Lease Option Agreements, the option fee is considered to be an equity contribution.  A 
ground lessor does not make an equity contribution in favor of its tenant.
The County receives income based on a share of net operating income.  A typical ground lease 
provides for a set monthly rent with fixed escalations over the term of the ground lease.
The Developer receives return of and return on its equity contribution before the County realizes any 
compensation for its land contribution. 
If the project never achieves a profit, the County receives nothing.
The County has assumed development risk along with the Developer, however, has given project 
control to the Developer.
The lease contains a default provision, however there are no remedies provision.  This is highly 
unusual.
The Developer has the ability to transfer ownership interests through estate planning without 
permission from the County.
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Lease Review continued

Comments
We have concerns relative to the County’s return on investment and 
assumption of risk.  
It should be noted that the County most likely has its own unique 
motivation within the overall scheme and operation of development 
within the proximity of the airport.
The County will share in the risk of development, however will receive 
in return reasonable commercial development within the limitations of 
the avigation easement and will negate the necessity for the County to 
provide cash contributions in order to facilitate the projects.
Although there may be isolated examples of similar transaction 
formats, our research indicates that this Lease Option Agreement is not 
typical of most other private/public transactions
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Cash Flow Analysis

We have reviewed income and expense statements of the current tenancy of 
Beltway Business Park Warehouse I and related documents.
Purpose of the Assignment:  Determine whether elements of the operating 
statement and implied rate of return reflect the market.
Findings: 

The lease terms adequately reflect the current industrial market.
Selection of tenant by the Developer indicates good management.
The County’s return on investment considering this lease using a sensitivity 
analysis indicates a higher return with the Lease Option Agreement than a 
straight ground lease.  However, it is subjective as to whether the higher return 
is commensurate to the higher risk.  
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Land Parcel Review
The review included appraisals of an additional 91 land parcels involved in 
GK Trades 2, GKT 9, GKT 17, GKT 18, LVPPA, Rico Williams and 
Tiberti I.

The review confirmed our findings from Phase I including:
several areas where we agree and the values are reasonable.
several areas where we have insufficient information to make 
conclusions (specifically no work papers and/or documentation),
a number of issues where we have questions, 
several areas that appear to be inappropriate, and
several areas where we disagree.
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Land Parcel Review
Comments related to the appraisals 

– No discussion of Master Plan
– Disagree with some adjustments and/or disagree with some lack of

adjustments
– No discussion of adjustments, no support for adjustments
– No zoning information for some comparables
– Disagree with selection of some comparables
– No market condition adjustments even though area analysis 

discusses increasing economic factors
– Discussion of doubtful availability of water for future development

− This fact not mentioned by other appraisers



10

Land Parcel Review
Comments related to the appraisals 

– Some Hypothetical valuations, some Retrospective values
– No quantification of adjustments, comparables available that were 

not used
– Used sales in escrow with no supporting documentation – no 

independent third party verification of information
– Use of sales price including commissions and assignment fees over 

and above tax assessor’s recorded sales price, no supporting 
document and no access to work papers

– Conclusion of value higher than recent sale and/or listing price
relative to incoming parcels.  Recent sales are usually a good 
indicator of value.
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Land Parcel Review
Comments related to the appraisals 

– Use of negative adjustment for Deed restriction when appraising 
County land not used by other appraisers or supported by market 
data.

– Alternate “Highest and Best Use” stated to be to trade with the 
County implies that the trade is the best way to maximize profit.

– Insufficient support for value conclusions in Tiberti I Trade
– Overall values understated in GK Trade 18
– Some reasonable values with which we agree
– Reasonable conclusions of value in Rico Williams Trade
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Majestic Review
Review of an appraisal of Majestic I, II, III, IV/V. 

We disagree with the methodology used to estimate the present value of the 
investment.
The conclusion of value for the land was considerably higher than the 
conclusion of value for the property as leased.  The leases negatively 
encumber the property.
Due to high appreciation of land values such as that found in Las Vegas, 
this situation is not unique.  However, it can be avoided by analysis of 
investments and structuring of an agreement that takes into consideration 
potential appreciation using periodic increases in rent and periodic 
assessment of the real estate market. 
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Recommendations – Lease Review

Consideration of other transaction types including 
comparison of the implied risks and investment return.

Transaction terms that increase the amount of protection of 
the County’s position with respect to continued 
maintenance of the property throughout the term, ability to 
assign developer interests, and financial auditing that 
monitors the operational characteristics of the project.

The issuance of a Request for Proposal as a method of 
identifying the private party partner to the transaction. 
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Recommendations – Cash Flow

Periodic analysis to determine whether the return on 
investment is commensurate with the risk.

Periodic auditing of the investment to assure the County’s 
interests are protected.
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Recommendations – Parcel Review
Development & implementation of standards and procedures 
for required appraisal format, methodology, timing and 
content.

Development & implementation of standards and procedures 
for appraisal review.

Establish the requirement for appraisals that represent the 
County’s interest. (The County is the client.)
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Cherin L. Mooradian, MAI, ASA
Senior Vice President

– Ms. Mooradian manages the Western Division of our National Real Estate 
Practice.  She serves as project manager and appraiser on major consulting and 
valuation assignments on a nationwide basis.  Comprehensive experience as a 
real estate professional includes valuations relative to feasibility and market 
studies, real estate counseling, highest and best use analysis, absorption studies, 
fee appraisals, appraisal analysis, review analysis, insurance valuations, lease 
and investment analysis, sale/leaseback analysis, asset allocation and assisting 
in risk analysis for residual value insurance. She has prepared appraisals 
encompassing most of the major categories of land and buildings for industrial, 
commercial, governmental, residential, institutional, and educational uses.  

– Education
MAI – Member Appraisal Institute
ASA – Accredited Senior Appraiser of the American Society of Appraisers
Bachelor of Science, Drexel University 

Professional Qualifications
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Bradley J. Wood, CMI, MAI
Vice President

– Mr. Wood is Vice President for Marshall & Stevens, Inc. specializing in land, 
buildings, and real property valuations.  He is a member of the firm’s Property 
Tax Service Group. He has prepared appraisals for purposes of ad valorem tax, 
inheritance tax, income tax, allocation of purchase price, condemnation, 
financing, insurance, and sale/purchase/lease, in addition to highest and best 
use studies, feasibility analyses and valuation of leasehold interests.  Mr. Wood 
is a former member of the Appraisal Institute’s Regional Ethics and Counseling 
Panel for the enforcement of the Institute’s code of Professional Ethics and 
Standards of Professional Practice.  He has appeared as an expert witness 
before the United States District Courts and numerous state district courts 
across the United States.

– Education
CMI – Certified Property Tax Member, Institute for Professionals in Taxation
MAI – Member Appraisal Institute
Bachelor of Science, Southern Illinois University 

Professional Qualifications
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Jordan J. Yuter
Consultant

– Jordan J. Yuter is a consultant for Marshall & Stevens Incorporated specializing 
in real estate valuation, consulting and real estate related studies.  Active in the 
appraisal profession since 1992, Mr. Yuter has prepared appraisals for land and 
improved properties in industrial, governmental, residential, institutional, 
recreational and educational uses.  In a consulting capacity, he has also 
performed studies of highest and best use, feasibility analysis and solvency 
opinions.  Additionally, he has experience in Ad Valorem tax valuation and 
consultation.  Purposes of the appraisals have been for sale/purchase, tax 
reporting, corporate planning, financing and leasing.  Mr. Yuter began his 
association with Marshall & Stevens in 1992.  Prior experience includes two 
years as a leasing agent with a commercial brokerage firm specializing in tenant 
representation and office leasing.

– Education
MAI Candidate with the Appraisal Institute
BBA from George Washington University 

Professional Qualifications
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