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Background InfoBackground Info

Acres Leased Percentage
%
leased

Transferred from BLM 5,230 100%

Traded out (1286) 24.59%

Auctioned (316) 6.04%
Lease option (1442) (846) 27.57% 58.67%

Remaining 2,186 41.80%

Traded in 735 

Total 2921 55.85%



ObjectiveObjective

Our audit found that the DOA accomplished Our audit found that the DOA accomplished 
its goal of reducing the number of acres its goal of reducing the number of acres 
within the CMA area that is available for within the CMA area that is available for 
residential development and acquired acres residential development and acquired acres 
that enhanced the County’s existing that enhanced the County’s existing 
holdings through assemblage of parcels. holdings through assemblage of parcels. 



Overall Land Use Overall Land Use ObectivesObectives
The chart below shows that 56% of the acres The chart below shows that 56% of the acres 
traded to the DOA were within the identified lease traded to the DOA were within the identified lease 
areas.  The chart further illustrates the proportion areas.  The chart further illustrates the proportion 
of leased area to total acres traded in within the of leased area to total acres traded in within the 
CMA area by priority type.CMA area by priority type.

CMA Lease Area

42%

14%

6%

38%

Lease Area Residential
Lease Area Non-Residential
Priority Area
Non Priority Area



Trade CommentsTrade Comments

The time between the appraisal date and The time between the appraisal date and 
the ROA date was more than six months for the ROA date was more than six months for 
15% of the incoming land and 43% of the 15% of the incoming land and 43% of the 
outgoing land.outgoing land.
We found that the timing of the appraisals We found that the timing of the appraisals 
potentially gave the private party the potentially gave the private party the 
favorable position in escalating market favorable position in escalating market 
conditions for a majority of the trades. conditions for a majority of the trades. 



Trade CommentsTrade Comments

We obtained assessed valuations for the years We obtained assessed valuations for the years 
2001, 2002, and 2003 on twelve parcels within the 2001, 2002, and 2003 on twelve parcels within the 
CMA area that were not owned by the County but CMA area that were not owned by the County but 
were within areas where the County had were within areas where the County had 
exchanged parcels out.  The assessed valuations exchanged parcels out.  The assessed valuations 
on these parcels between July 1, 2001, and July 1, on these parcels between July 1, 2001, and July 1, 
2002, increased within a range of 10 percent to 2002, increased within a range of 10 percent to 
150 percent.  Assessed valuations on these same 150 percent.  Assessed valuations on these same 
parcels increased within a range of 0 percent to 65 parcels increased within a range of 0 percent to 65 
percent between July 1, 2002, and July 1, 2003. percent between July 1, 2002, and July 1, 2003. 



Trade CommentsTrade Comments

Of the airport parcels subsequently traded and Of the airport parcels subsequently traded and 
then sold by the developer, the applicant made then sold by the developer, the applicant made 
estimated net gains of $101.3 million, including estimated net gains of $101.3 million, including 
losses of $4.3 million representing a total resale of losses of $4.3 million representing a total resale of 
586 acres.586 acres.
This was an average gain of $173,000 per acre.This was an average gain of $173,000 per acre.
The average holding period was 782 days or 2.14 The average holding period was 782 days or 2.14 
years from the effective date of the appraisal.years from the effective date of the appraisal.
The gain on these parcels was 46% over the The gain on these parcels was 46% over the 
appraised value, within the expected ranges. appraised value, within the expected ranges. 



Trade CommentsTrade Comments

A large number of parcels were acquired and held A large number of parcels were acquired and held 
for speculation as demonstrated by the number of for speculation as demonstrated by the number of 
parcels that were subsequently resold by the parcels that were subsequently resold by the 
participantsparticipants

Resale Gains 
Days From Trade Recording

$34,831,928

$69,816,986

90 Days or Less

More Than 90 Days



Trade CommentsTrade Comments
In one of the subsequent sales by an investor we In one of the subsequent sales by an investor we 
found what appeared to be a loss according to the found what appeared to be a loss according to the 
Declaration of Value of $4.3 million on ten parcels Declaration of Value of $4.3 million on ten parcels 
of landof land
After additional audit procedures we found that the After additional audit procedures we found that the 
values of all ten parcels, either through prior values of all ten parcels, either through prior 
recordings or CMA land exchange values recordings or CMA land exchange values 
amounted to amounted to $20.3 million$20.3 million, instead of the declared , instead of the declared 
$7,625,000$7,625,000..
This represented a difference of This represented a difference of $12.6 million$12.6 million from from 
the reported resale amount of $7,625,000. the reported resale amount of $7,625,000. 



Trade CommentsTrade Comments
The cost of The cost of retradesretrades was reflected in realized was reflected in realized 
losses of losses of $3.8 million$3.8 million and potentially unrealized and potentially unrealized 
losses that would have decreased the realized losses that would have decreased the realized 
gains of gains of $5.3 million$5.3 million. . 
The gains that occurred were due primarily to the The gains that occurred were due primarily to the 
DOA holding the parcels for more than two years, DOA holding the parcels for more than two years, 
with an average holding period for those parcels with an average holding period for those parcels 
with gains of with gains of 2.97 years2.97 years. On realized gains, this . On realized gains, this 
was an average gain of $105,000 per acre.was an average gain of $105,000 per acre.
All losses were incurred when the DOA All losses were incurred when the DOA retradedretraded
within less than 2 years (average years held of within less than 2 years (average years held of 
1.661.66). ). 



Trade CommentsTrade Comments

During the period 1999 through the end of During the period 1999 through the end of 
2004, according to records received from 2004, according to records received from 
Current Planning, 14 nonCurrent Planning, 14 non--conforming zone conforming zone 
changes, resulting in higher density zoning, changes, resulting in higher density zoning, 
occurred in the CMA area. occurred in the CMA area. 
The acreage associated with these changes The acreage associated with these changes 
represented 8 percent of all land traded to represented 8 percent of all land traded to 
the County. the County. 



Trade CommentsTrade Comments

Based on our results, we found minimal Based on our results, we found minimal 
indication that prior nonindication that prior non--conforming zone conforming zone 
changes occurred that could have affected changes occurred that could have affected 
the subsequent appraisal value of CMA land the subsequent appraisal value of CMA land 
exchanged.  exchanged.  
An ordinance has been adopted by the BCC An ordinance has been adopted by the BCC 
to make it more difficult today to make nonto make it more difficult today to make non--
conforming zone changes.conforming zone changes.



Trade CommentsTrade Comments

In one trade, we found that GK Acquisitions In one trade, we found that GK Acquisitions 
et al received five acres of CMA land without et al received five acres of CMA land without 
payment or land value exchanged.payment or land value exchanged.



Trade CommentsTrade Comments

In another land trade with GKT, the County was In another land trade with GKT, the County was 
not paid for 2.5 acres. not paid for 2.5 acres. 
GKT and the airport attempted to substitute GKT and the airport attempted to substitute 
property but through a series of errors the County property but through a series of errors the County 
was shorted the 2.5 acres with an estimated value was shorted the 2.5 acres with an estimated value 
of $310,365.of $310,365.
The District Attorney’s Office is currently in the The District Attorney’s Office is currently in the 
process of reviewing these discrepancies and has process of reviewing these discrepancies and has 
sent a demand letter to Mr. sent a demand letter to Mr. GragsonGragson. . 



Trade CommentsTrade Comments

Mr. Morse was in an LLC that was making a trade Mr. Morse was in an LLC that was making a trade 
with the airport. Mr. Morse was involved in a land with the airport. Mr. Morse was involved in a land 
trade with the County where portions of the land trade with the County where portions of the land 
being traded in, although not owned by him, were being traded in, although not owned by him, were 
appraised by him.  Additionally, part of the land appraised by him.  Additionally, part of the land 
being traded out was appraised by him.   being traded out was appraised by him.   
Tim Morse was disclosed as a 5% or more interest Tim Morse was disclosed as a 5% or more interest 
owner in an LLC on our ownership disclosure owner in an LLC on our ownership disclosure 
forms.  forms.  



Trade CommentsTrade Comments

Mr. Morse also appraised property in GKT Mr. Morse also appraised property in GKT 
trades involving land owned by Blue Valley trades involving land owned by Blue Valley 
and traded to the County.and traded to the County.
Mr. Morse was involved in separate nonMr. Morse was involved in separate non--
County owned land purchases with one of County owned land purchases with one of 
the owners of Blue Valley.the owners of Blue Valley.



Trade CommentsTrade Comments
NameName ParcelParcel

NumberNumber
Appraisal Appraisal 
Raw LandRaw Land

Appraisal With Appraisal With 
Leases Leases 

Majestic I Majestic I 177177--0202--101101--
034 034 

$4,980,000 $4,980,000 $3,500,000 $3,500,000 

Majestic IIMajestic II 177177--0505--101101--
027 027 

$7,800,000 $7,800,000 $4,800,000 $4,800,000 

Majestic Majestic 
III III 

177177--0505--101101--
031 031 

$4,620,000 $4,620,000 $2,850,000 $2,850,000 

Majestic Majestic 
IV/V IV/V 

177177--0505--101101--
029, 177029, 177--0505--
101101--030 030 

$6,110,000 $6,110,000 $3,100,000 $3,100,000 

Total Total $23,510,000$23,510,000 $14,250,000$14,250,000



Trade CommentsTrade Comments

11% 11% 
Discount Discount 

12% 12% 
Discount Discount 

13% 13% 
Discount Discount 

Majestic IMajestic I $4,350,000 $4,350,000 $3,850,000 $3,850,000 $3,450,000 $3,450,000 

Majestic IIMajestic II $5,900,000 $5,900,000 $5,200,000 $5,200,000 $4,650,000 $4,650,000 

Majestic IIIMajestic III $3,600,000 $3,600,000 $3,150,000 $3,150,000 $2,800,000 $2,800,000 

Majestic Majestic 
IV/VIV/V

$4,100,000 $4,100,000 $3,550,000 $3,550,000 $3,100,000 $3,100,000 

Total Total $17,950,000$17,950,000 $15,750,000$15,750,000 $14,000,000$14,000,000



Trade CommentsTrade Comments
A prudent business review of this A prudent business review of this 
inconsistency should have raised questions inconsistency should have raised questions 
about the reconciled values. about the reconciled values. 
These variations show the DOA should have These variations show the DOA should have 
severely questioned the appraisal and severely questioned the appraisal and 
commissioned one of their own appraisals.commissioned one of their own appraisals.



Analysis of LeasesAnalysis of Leases

95%95% 90%90% 85%85%

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

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

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

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

11%11% $13,846$13,846 $75,859$75,859 $137,873$137,873



SummarySummary

It is not possible to say with any reasonable It is not possible to say with any reasonable 
degree of certainty what part of the gains we degree of certainty what part of the gains we 
observed were normal land value increases observed were normal land value increases 
and what part were due to appraisals being and what part were due to appraisals being 
poorly done or because an auction was not poorly done or because an auction was not 
performed. performed. 
There is still reason to believe, however, There is still reason to believe, however, 
that parts of the appraisal process needs to that parts of the appraisal process needs to 
be reviewed by the Appraisal Board.be reviewed by the Appraisal Board.



SummarySummary

The County is actively and aggressively The County is actively and aggressively 
pursuing compensation for unpaid land pursuing compensation for unpaid land 
exchanges.exchanges.
There are obvious areas where we can There are obvious areas where we can 
improve the terms of our leases.improve the terms of our leases.
One type of lease is not a one size fits all One type of lease is not a one size fits all 
situations.  As we go forward, risk has to be situations.  As we go forward, risk has to be 
carefully reviewed and evaluated and the carefully reviewed and evaluated and the 
appropriate lease adopted.appropriate lease adopted.



Board Adopted InitiativesBoard Adopted Initiatives

The County shall hold public auctions for the The County shall hold public auctions for the 
sale of Countysale of County--owned landowned land
Narrow but necessary exceptions to the Narrow but necessary exceptions to the 
auction policyauction policy
Centralization of the land disposal program Centralization of the land disposal program 
under the Real Property Management under the Real Property Management 
(RPM) Department (RPM) Department 



Prior Board Direction to StaffPrior Board Direction to Staff

Work closely with the District Attorney’s Work closely with the District Attorney’s 
Office in negotiating disposals Office in negotiating disposals 
Submit all requests related to the DOA/CMA Submit all requests related to the DOA/CMA 
land first to the County’s Long Range land first to the County’s Long Range 
Planning CommitteePlanning Committee
Insure that an updated masterplan is on file Insure that an updated masterplan is on file 
for the entire option property and that a for the entire option property and that a 
separate master plan is submitted for each separate master plan is submitted for each 
exercise of the optionexercise of the option



Prior Board Direction to StaffPrior Board Direction to Staff

Review all land use requests with Current Review all land use requests with Current 
Planning in advance of the County Planning in advance of the County 
Designated Representative signing an Designated Representative signing an 
application as the property ownerapplication as the property owner
Encourage all option holders to begin the Encourage all option holders to begin the 
entitlement process as early as possible and entitlement process as early as possible and 
in advance of exercising the option for a in advance of exercising the option for a 
lease arealease area



Prior Board Direction to StaffPrior Board Direction to Staff

Link each new exercise of the option back to the Link each new exercise of the option back to the 
terms of the master option agreement and the terms of the master option agreement and the 
approval lease form; any significant requests for approval lease form; any significant requests for 
modifications will be presented to the Board for modifications will be presented to the Board for 
approvalapproval
Hire an outside consultant to assist with the review Hire an outside consultant to assist with the review 
and analysis of the proposed annual budget; the and analysis of the proposed annual budget; the 
review or audit of records; the review of rental review or audit of records; the review of rental 
fees; the review of distribution of project risk; and fees; the review of distribution of project risk; and 
the review of any other terms of the commercial the review of any other terms of the commercial 
lease on an aslease on an as--needed basisneeded basis



Prior Board Direction to StaffPrior Board Direction to Staff

Keep the Board informed by preparing the Keep the Board informed by preparing the 
agenda items in such a way as to provide agenda items in such a way as to provide 
you with complete background informationyou with complete background information



RecommendationsRecommendations

Zoning for parcels disposed should be in Zoning for parcels disposed should be in 
line with government plans of optimum land line with government plans of optimum land 
use for the general good of the public.  use for the general good of the public.  
Therefore, proper planning by the County of Therefore, proper planning by the County of 
future land use needs should occur, land future land use needs should occur, land 
use plans amended, and properties use plans amended, and properties 
appropriately zoned to conform to land use appropriately zoned to conform to land use 
plans prior to disposal. plans prior to disposal. 



RecommendationsRecommendations

The responsibility for monitoring The responsibility for monitoring 
development of restricted CMA lands should development of restricted CMA lands should 
also be directly assigned to a department or also be directly assigned to a department or 
division.division.
An appraisal review process should be An appraisal review process should be 
implemented with detailed written policies implemented with detailed written policies 
and procedures to include an inand procedures to include an in--house or house or 
external review of appraisals.external review of appraisals.



RecommendationsRecommendations

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



RecommendationsRecommendations

Written instructions detailing specific appraisal Written instructions detailing specific appraisal 
requirements should be provided by the County to requirements should be provided by the County to 
commission appraisals.  commission appraisals.  
An appraisal request form should be developed An appraisal request form should be developed 
and used as part of the documents required to and used as part of the documents required to 
initiate a land acquisition/disposal process.initiate a land acquisition/disposal process.
Policies and procedures over appraisal updates Policies and procedures over appraisal updates 
and revaluations of parcels should be established and revaluations of parcels should be established 
and implemented. and implemented. 



RecommendationsRecommendations

Assemblages of land should allow for competitive Assemblages of land should allow for competitive 
bidding.  Excessively large assemblages have an bidding.  Excessively large assemblages have an 
effect of discouraging competitive bidding and effect of discouraging competitive bidding and 
decreasing the potential to receive full market decreasing the potential to receive full market 
value.value.
Physically contiguous parcels of land should be Physically contiguous parcels of land should be 
considered for assemblage and appraised as one considered for assemblage and appraised as one 
unit where an opportunity exists to promote unit where an opportunity exists to promote 
development that is beneficial to the public.development that is beneficial to the public.



RecommendationsRecommendations

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



RecommendationsRecommendations

Timeframes should be established for Timeframes should be established for 
conveying and recording land disposals in conveying and recording land disposals in 
order to limit liability and to receive monies order to limit liability and to receive monies 
due in a timely manner.due in a timely manner.
Policies and Procedures should be Policies and Procedures should be 
established and implemented for the established and implemented for the 
financial administration of the land disposal financial administration of the land disposal 
process that includes appropriate monitoring process that includes appropriate monitoring 
and supervision.and supervision.



RecommendationsRecommendations

We still question some of the appraisals Mr. Morse We still question some of the appraisals Mr. Morse 
was involved in and we recommend those was involved in and we recommend those 
appraisals be forwarded to the State Appraisal appraisals be forwarded to the State Appraisal 
Board for review.Board for review.
Law enforcement are continuing their investigation Law enforcement are continuing their investigation 
into the land exchanges.into the land exchanges.
Many thanks to the airport personnel, Assessor’s Many thanks to the airport personnel, Assessor’s 
office, GIS Department, Current Planning and the office, GIS Department, Current Planning and the 
audit staff for all of their assistance.audit staff for all of their assistance.
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