LEGISLATIVE SUMMARY SHEET
Tracking No. __ 0075-2%

DATE: February 10, 2023

TITLE OF RESOLUTION: PROPOSED NAVAJO NATION COUNCIL RESOLUTION;
AN ACTION RELATING TO THE NAABIK’IYATI’ COMMITTEE AND THE NAVAJO
NATION COUNCIL; APPROVING THE PURCHASE OF PROPERTY OFFERED FOR
SALE TO THE NAVAJO NATION BY THE OWNERS OF GOULDING’S MONUMENT
VALLEY LODGE AND TOURS, MONUMENT VALLEY, UTAH; APPROVING THE
EXPENDITURE OF FUND PRINCIPAL OF THE LAND ACQUISITION TRUST FUND
TO PURCHASE THE PROPERTY; AND APPROVING A LIMITED WAIVER OF
SOVEREIGN IMMUNITY

PURPOSE: The purpose of this legislation is to approve the expenditure of the Land
Acquisition Trust Fund “fund principal” in the amount of $59,500,000.00 for the purchase of
the Goulding’s Lodge and Tours property, Monument Valley, Utah, plus any closing costs, and
~ expenses consistent with the general terms of the Real Estate and Asset Purchase Agreement
for this Property. The legislation will also approve a limited waiver of sovereign immunity.

This written summary does not address recommended amendments as may be provided by the standing
committees. The Office of Legislative Counsel requests each Council Delegate to review each proposed
resolution in detail.
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EXPENDITURE OF FUND PRINCIPAL OF THE LAND ACQUISITION TRUST FUND TO
PURCHASE THE PROPERTY; AND APPROVING A LIMITED WAIVER OF
SOVEREIGN IMMUNITY

BE IT ENACTED:
Section One. Authority

A. The Navajo Nation Council is the governing of body of the Navajo Nation. 2 N.N.C. §
102(A).

B. Enactments of positive law must be reviewed and approved by resolution by the Navajo
Nation Council. 2 N.N.C. § 164(A).

C. Pursuant to 16 N.N.C. § 4 the Naabik’iyati’ Committee, will grant final approval for
acquisition or disposition of real property(ies) exceeding $20,000,000.00 per
calendar year. CAU-44-16 (August 10, 2016).

D. The Land Acquisition Trust Fund principal shall not be expended except pursuant to a
two-thirds (2/3) vote of the full membership of the Navajo Nation Council. 16 N.N.C.
§ 204.
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E. The Navajo Nation Council is authorized to approve a limited waiver of the Navajo

Nation’s sovereign immunity by a two-thirds (2/3) vote of the full membership of the

Navajo Nation Council. 1 N.N.C. § 554.

Section Two. Findings

A.

The Navajo Nation Acquisition of Lands Act, 16 N.N.C. § 2. (A) (5), states “The

Navajo Nation’s major purposes in acquiring new lands shall be to: . . . (5) Provide

land necessary for approved Navajo Nation economic development.” 16 N.N.C. § 2

(A) (5), Resolution No. CAU-44-16. |

The Navajo Nation shall acquire and dispose of real property subject to land acquisition

regulations as approved by the Resources and Development Committee of the Navajo

Nation Council. 16 N.N.C. § 3, Resolution No. CAU-44-16.

The Resources and Development Committee approved the Navajo Nation Land

Acquisition Rules and. Regulations (“Rules and Regulations”) by Resolution No.

RDCO-78-16.

The Navajo Nation Land Acquisition Rules and Regulations authorize the Executive

Director of the Division of Natural Resources (“DNR”) to:

1. Strategize and evaluate properties for acquisition or disposition through
coordination with appropriate Divisions, Chapters, and Enterprises;

2. Conduct a preliminary assessment of the property in terms of location, value to
the Navajo Nation, title, and environmental issues;

3. Coordinate with interested Divisions or Chapters to complete the assessment of
the property for acquisition or disposition;

4. Hire consultants, such as, but not limited to, real estate brokers and agents to
assist the Navajo Nation in the acquisition or disposition of real property;

5. Negotiate the purchase price for the subject property; and

6. Authorize the Navajo Land Department to conduct additional administrative
duties that are not already identified herein. See Rules and Regulations, Section

111, (B) (1-6).
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. The Rules and Regulations provide, among other provisions, that the “Navajo Nation

should purchase fee simple title to real property that is insurable. All steps should be
taken to obtain clear and marketable title that is free of questions of fact, free of
questions of law, free of any clouds on title, not subject to liens, and vested in the seller
of the property, except in special circumstances that are deemed to benefit the Navajo
Nation. The purchase price for the land must be fair and reasonable.” See Rules and

Regulations, Section V, Real Property Purchase Requirements, (B)(C).

. On September 20, 2022, Stewart Title Guaranty Company, through the Anderson-

Oliver Title Insurance Agency, Inc., issued a Commitment for Title Insurance, offering
a Title Insurance Policy to the Navajo Nation upon purchase of the Goulding’s
Monument Valley Lodge and Tours, subject to meeting conditions and exceptions to
coverage stated. The title to the Property is insurable. A copy of the Commitment for
Title Insurance is attached hereto and incorporated herein by this reference as Exhibit

“A.”

. On June 7, 2022, HVS Consulting & Valuation, Division of TS Worldwide, LLC,

completed a Narrative Appraisal Report regarding “Goulding’s Lodge, 1000

99

Goulding’s Trading Post Road, Oljato-Monument Valley, Utah.” This document is

attached hereto and incorporated by this reference as Exhibit “B.”

. The “EVALUATION AND RECOMMENDATION REPORT [of] the Proposed

Purchase of Goulding’s Property in Monument Valley, Utah” dated October 6, 2022,
(“NDL’s Report”) prepared by Mr. Jonathan Begay, Land Agent, Navajo Land
Department and the Commitment for Title Insurance indicate that the title to the
Property is clear and marketable, complying with the requirements of applicable
Navajo Nation law. The Navajo Land Department’s Evaluation and Recommendation
Report (“NLD’s Report”) with Tabs 1-8 are attached hereto and incorporated herein by
this reference as Exhibit “C.”

The Rules and Regulations provide general procedures for the purchase of real property
where the Navajo Land Department shall conduct a preliminary inspection involving
an on-site inspection of the property to identify the land, any title issues, inventory,

readily identifiable environmental concerns, or any other issue that may exist and shall
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review preliminary title documents, if available, for identification of any liens,
encumbrances, or title issues. See Rules and Regulations, Section VI, General
Procedure for Purchase of Real Property, (C) (1) and (2).

On October 1 1, 2022, the Navajo Land Department submitted its inspection report,
evaluation of the subject Property, and its recommendation to purchase the Goulding’s

Monument Valley Lodge and Tours Property.

. Navajo Land Department’s “EVALUATION AND RECOMMENDATION

REPORT,” NDL’s Report, provides the following reconimendation: “The acquisition
of the Goulding’s property will give the Navajo Nation a great opportunity to
consolidate Navajo land holdings near Oljato Chapter, Western Navajo Agency. .. The
purchase of the property will give the Navajo Nation a greater land base to meet the
need for housing, community and economic development, and/or recreational use. The
Navajo Nation will also gain control of an internationally known tourist destination
which will serve to bring more revenue onto the Navajo Nation. For these reasons,
Navajo Land Department highly recommends the purchase from RGJ Corporation of
670 acres, more or less, of fee and leasehold land, for the agreed purchase price of
$59,500,000 plus any closing costs, located near Oljato Chapter, San Juan County,
Utah.” NDL’s Report, Exhibit C, at pg. 11.

. The NDL’s Report confirms that the real property is composed of 633 acres, more or

less, of fee land in Section 36 and 37 acres, more or less, of leasehold land in Section
25,‘ both in Township 43 South, Range 15 East, Salt Lake Meridian, San Juan County,
State of Utah, with the property located approximately 6.3 miles southeast of Oljato
Chapter.

. The NDL’s Report further confirms that the north-half of the Property is highly

developed with paved roads and various improvements, buildings, cellular towers, and

assets described below.

. The NDL’s Report states that the south-half of the section is mostly vacant with scenic

towering mesas and rock formations. “On the very south side of the parcel are three

cookout/picnic areas. Access to Goulding’s is currently from the paved County Road
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421. No trash piles or illegal dump sites were observed. The property is served by all
utilities: electricity, sewage, water, and internet.” NDL’s Repoi‘t, Exhibit C, at pg. 5.

“On the west side of the parcel near the campgrounds and RV park, the property
extends slightly onto Navajo Nation trust. . . Usage of the improvements and land are
mixed. There are areas for recreational use, retail, lodging, vehicle maintenance and

repair, and storage.” NDL’s Report, Exhibit C, at pg. 8.

. Lastly, the NDL’s Report states that the 2022 total tax liability amount is $407,910.56,

of which the amount of $188,824 has been paid.

. 16 N.N.C. § 201 established the Land Acquisition Trust Fund (“LATF”) to be managed

by the Navajo Land Department for the purchase of lands for the Navajo Nation in
accordance with the Navajo Nation Land Acquisition Act, codified at 16 N.N.C. § 1,
et seq., and Rules and Regulations adopted by the Resources and Development

Committee Resolution No. RDCO-78-16.

. The Division of Natural Resources approved the purchase of the Real Property and

business assets of Wayland Lafont, Managing Member and Authorized Agent, RGJ
Corporation, Executive RV, Inc., and Goulding’s Monument Vallley. Enterprises, LLC,
doing business as Goulding’s Monument Valley Lodge and Tours, and other associated
businesses on December 14, 2022. The Executive Director of the Division of Natural
Resources found the proposed real estate and asset purchase to be in conformance with
the requirements of Section 4 of the Navajo Nation Land Acquisition Act and Section
VI.D.2.a. of the Navajo Nation Land Acquisition Rules and Regulations. A copy of
this land acquisition approval letter is attached hereto and incorporated herein as

Exhibit “D.”

. On August 19, 2022, the Navajo Nation, through the Navajo Land Department and the

Division of Natural Resources executed a Letter of Intent (“LOI”) to purchase the real
property and business assets of the aforementioned owners of the Goulding’s

Monument Valley Lodge and Tours. Exhibit “C,” Tab 1.

. On September 14, 2022, Mr. Bernard M. Rethore (Pfarr & Rethore, a Professional Law

Corporation), Attorney for RGJ Corporation, Executive RV, Inc., and Goulding’s
Monument Valley Enterprises, LLC, and Mr. Wayland LaFont, Managing Member and
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Authorized Agent, responded to the Navajo Nation’s LOI, attached hereto and
incorporated herein by this reference as Exhibit “E.” Mr. Rethore provided the Navajo
Nation with supplemental information and confirmed the following terms of sale:
(1) the Purchase Price is $59,500,000 for certain assets of the aforementioned
companies and the real property located in ‘Section 36, Township 43 South,
Range 15 East, Salt Lake Meridian, San Juan County, State of Utah, and the
various ground leases owned by the Navajo Nation;
(2) the Purchase Price shall be paid as follows: $7,140,000 earnest money
deposit and $52,360,000 by cashier’s check or wire at time of closing;
(3) Purchase Price assumes no cash from seller and the transaction will be
structured as an asset purchase and not a purchase of Company Stock or
Membership Interests;
(4) All employees may be retained in their current positions. It is anticipated
the real estate purchase agreement and an asset purchase agreement may be
integrated together to constitute one. Definitive Agreement. The parties will
mutually identify and agree on an escrow company to hold earnest and closing
funds;
(5) Due Diligence, Advisors and Timing: buyer has completed its business and
financial due diligence investigation of the Company. However, buyer shall
have additional time to work closely with its advisors and seller to complete
confirmatory tax, legal, technology and ordinary course of business endeavors
in advance of executing a definitive purchase agreement by October 31, 2022.
Close of escrow shall be no later than ninety (90) days after the opening of
escrow. The parties by mutual agreement can extend or advance these dates as
is reasonably required and agréed by them;
(6) Required Approval and Consents: Members of seller’s organizations were
briefed on and are supportive of the Navajo Nation’s LOI. Seller understands
that the Navajo Nation also has certain required approvals it must receive as
more fully set forth in the LOI. None of the Company, Seller, Buyer, or

shareholders, members or representatives will make any press release

Page 6 of 12 23-041-1




O 0 ~1 &N U A~ W N =

W N NN N BN N N N N N mm e e e et et e e e
S 0 W NN R W= O O 0NN N R W = O

concerning the existence of the Proposed Transaction contemplated without the
prior written approval of the other parties to the purchase agreement. The
parties are responsible for their own expenses in this matter. Escrow expenses

will be split among buyer and seller.

U. The Supplemental Information provided is as follows: (1) the Lafont’s holdings in

Monument Valley is more complex than just RGJ Corporation; (2) the specific assets
of the proposed purchase are owned by the following Companies: RGJ Corporation,
Executive RV, Inc., and Goulding’s Monument Valley Enterprises, LLC; (3) RGJ
Corporation owns the majority of the Goulding’s assets, Executive RV, Inc. owns two
(2) real property parcels inside the Section 36 described in the LOI, and operates the
Hillside Suites thereon. Goulding’s Monument Valley Enterprises owns various
leasehold interests received from the Navajo Nation for water, sewer, and airport use,
and the LaFont’s operate a 501 (c) (3) charitable non-profit corporation in the Museum
and Trading Post called, “The Harry and Mike Goulding Museum, Ltd.” Mr. Rethore’s
letter is signed, accepted, and agreed to by Mr. Wayland LaFont, Managing Member
and Authorized Agent, RGJ Corporation, Executive RV, Inc., and Goulding’s
Monument Valley Enterprises, LLC. Copies of these documents are attached hereto

and incorporated herein by this reference as Exhibit “E.”

. Beginning in January of 2022, the Division of Economic Development (“DED”) issued

a Request for Proposals (“RFP”) to procure an operator and manager for the Goulding’s
Monument Valley Lodge and Tours businesses and property to commence after the
Navajo Nation purchases the aforementioned land and business assets. DED sent the
RFP to the Navajo Nation Hospitality Enterprise (“NNHE”), the Navajo Nation
Gaming Enterprise, the Navajo Oil and Gas Company, and other Navajo Nation
enterprises who expressed an interest in managing the aforementioned business. Of all
of the Navajo Nation business enterprises that were sent a copy of the RFP, only NNHE
replied to the solicitation. DED determined that NNHE was qualified to perform the
management services and offered a business site lease and operating agreement for the
Property to this entity. NLD, DNR, and DED are currently working in cooperation
with NNHE to ensure that the Goulding’s Monument Valley Lodge and Tours Property
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continues to operate at peak efficiency when the Navajo Nation succeeds to ownership
of the Property and business assets. It must be emphasized that NNHE is not being
capitalized with additional property through this purchase; rather, the Navajo Nation
will own the Property and NNHE will manage and operate the Property for the Navajo
Nation. DED would grant a business site lease to the operator, as well as enter into a
profit-sharing agreement with the entity selected through this competitive procurement

process required by Navajo Nation law.

. The fee land, improvements, and business assets of the Seller are situated in Section

36: All, Township 43 South, Range 15 East, Salt Lake Meridian, San Juan County,
State of Utah, composed of 670.65 acres, more or less, or 29,213,514 square feet, as
further described Exhibit “A,” which is attached hereto and incorporated herein by this

reference.

. The Goulding’s Monument Valley Lodge and Tours Property consist of the following:

The real property has been described as a self-contained, full-service resort tourist
destination and supporting community area. It is composed of roughly 633.16 acres of
fee land and 37.49 acres of leasehold land (Section 25, Township 43 South, Range 15
East, Salt Lake Meridian) for a total 6f 670.65 acres, more or less. The personal
property, improvements, and business assets associated with the real property can be
described as follows: 152 lodging units in the hotel, villas, canyon apartments, cabins,
luxury home, fourplex guest apartments, duplex guest apartments, and station/airport
area. The RV Park and campgrounds included 97 units at the time of inspection by the
Appraiser (66 RV spots, 27 tent sites, 3 cabins, and a home), with one additional home

to be added in the near future,

. The property is also composed of the following: the upper lodge building, the

restaurant, an RV Park and campground, employee housing, two pool houses (one at
the main Goulding’s Lodge and the other at the campground and RV Park), a restaurant,
three exclusive cookout areas, a gift shop, a theatre and two museum buildings (old
trading post), a grocery store, a laundromat, a gas station, a car wash area that also
features guestrooms for tour drivers, a small airport, a hangar and pilot’s apartment, a

sewer lagoon; employee housing and several hiking trials, as well as several
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improvements that support the operation, and quick-service food and beverage outlets
in the grocery store and service station, a guest laundry area at the RV park, several
outdoor barbecue areas, a retail area (RV park), a lobby workstation, a grocery store,
tour service with vehicles and maintenance shops, retail shops, guest showers, guest
laundry, computers, furniture, fixtures, and equipment of the various business centers,
storage warehouses and associated shops, elevators, life-safety systems, parking lots,
sidewalks, signage, landscaping, administrative offices, and separate guest bath rooms.
Excluded from the Property for purchase is the hospital facility and its underlying real

estate.

. On November 30, 2022, the Phase I Environmental Site Assessment Report

(“Environmental Report™) was completed by Tiis Ya Toh, Inc. Environmental Support
Services. The Environmental Report concludes that there are twelve (12) Recognized
Environmental Conditions (“REC”) that must be further in.vestigated to determine
whether or not further mitigation or removal will be required prior to closing the
purchase of this Property. Tiis Ya To6h, Inc. Environmental Support Services identified
a total of fifteen (15) in its report. Three (3) of the fifteen (15) RECs are for the
Monument Valley Hospital. The Hospital is located on Tract C, which is not part of
the Property being purchased by the Navajo Nation. Therefore, only twelve (12) RﬁCs |
need to be investigated for further investigation. A list of the RECs and Executive
Summary of the Environmental Report are attached hereto and incorporated herein as
Exhibit “F.” The RECs have been submitted to the Seller for correction or mitigation
prior to close. A copy of the Environmental Report is attached hereto and incorpofated
herein by this reference as Exhibit “G.”

On November 3, 2022, the Office of the Controller advised NLD that
$3,878,210.62 is available for expenditure for purchase of capital improvement land
acquisitions. This amount is insufficient to purchase the Goulding’s Monument Valley
Lodge and Tours Property. Therefore, the Principal Funds of the Land Acquisition
Trust Fund must be utilized to purchase the Property. The Office of the Controller
advised NLD that Principal Funds are available in the amount of $190,616,051. The
principal of the trust fund will have to be utilized to purchase the Property and pay the
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expenses for escrow fees, taxes, and other expenses. A copy of the funds availability
from Office of Controller is attached hereto and incorporated herein as Exhibit “H.”

BB. The Real Estate and Asset Purchase Agreement is attached hereto and
incorporated herein by this reference as Exhibit “1.”

CC. Executive Official Review Document No. 19922 is attached hereto and
incorporated herein by this reference as Exhibit “J.”

DD. On December 12, 2022, NNHE drafted and submitted a letter recommending
that the Navajo Nation Council approve the purchase of the Goulding’s Monument
Valley Lodge and Tours Property. On December 13, 2022, the Division of Economic
Development drafted and submitted a letter supporting the purchase of the Goulding’s
Monument Valley Lodge and Tours Property. Both of the letters confirm that NNHE
was selected as the operator of the Property, if the Navajo Nation approves of the
purchase. These letters are attached hereto and incorporated herein as Exhibit “K.”

EE.The Navajo Nation finds that the acquisition of this property is in the best interests of
the Navajo Nation and will provide real property and business asséts needed for Navajo
Nation economic development.

FF. The Navajo Nation is a sovereign nation which is immune from suit. 1 N.N.C. § 553
(A). The jurisdiction and powers of the courts of the Navajo Nation, particularly with
regard to suits against the Navajo Nation, are derived from and limited by the Navajo
Nation Council as the governing body of the Navajo Nation. 1 N.N.C. § 553(C). The
Navajo Nation sovereign immunity can be waived for lawsuits filed in the Navajo
Nation courts for matters authorized by explicit resolutions of the Navajo Nation
Council. 1 N.N.C. §§ 554(B), (C), and (K).

GG. When the Navajo Nation desires to enlarge its land base, it must protect the
assets spent on land acquisitions by obtaining Title insurance. On September 20, 2022,
Stewart Title Guaranty Company, through the Anderson-Oliver Title Insurance
Agency, Inc. issued a Commitment for Title Insurance, offering a Title Insurance
Policy to the Navajo Nation upon purchase of the Property, (Exhibit “A”), subject to

meeting conditions and exceptions to coverage stated. The Policy will likely contain a
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dispute resolution clause that requires the Nation to waive its immunity for the limited

purpose of enforcing the Policy’s terms.

Section Three. Approval of Purchase

A. The Navajo Nation Council hereby approves the expenditure of the Land Acquisition

Trust Fund “fund principal” in the amount of $59,500,000.00 for the purchase of the
Goulding’s Monument Valley Lodge and Tours property, Monument Valley, Utah,
plus any closing costs, and expenses consistent with the general terms of the Real Estate

and Asset Purchase Agreement, attached hereto as Exhibit “I,” for this Property.

. The Navajo Nation directs the Division of Natural Resources Division Director to

initiate and complete the requirements for the purchase of real property, through the
general terms of the Real Estate and Asset Purchase Agreement attached hereto as
Exhibit “I,” with related documents as described in the Navajo Nation Land
Acquisition Rules and Regulations, VI. General Procedure for Purchase of Real

Property, E. Purchase Agreement and Opening Escrow.

. The President of the Navajo Nation and the Division of Natural Resources Executive

Director are authorized to execute any and all documents necessary to complete the

purchase of the Property.

Section Four. Approval of Limited Waiver of Sovereign Immunity

A. The Navajo Nation Council hereby authorizes a limited waiver of sovereign immunity

of the Navajo Nation for the purpose of satisfying the requirements needed to obtain
title insurance from the Stewart Title Guaranty Company as follows:
The Navajo Nation hereby waives its sovereign immunity from suit necessary to
enforce the Insurance Policy, issued by Stewart Title Guaranty Company for
purchase of Goulding’s Monument Valley Lodge and Tours property, Monument
Valley, Utah (Policy). This waiver is strictly limited to the waiver required by the
Policy, and shall not apply to any other transactions without an explicit action by

the Navajo Nation Council to extend the waiver.

Page 11 of 12 23-041-1




O 00 13 O W S~ W -

W NN NN N N N N N N e e e e b e e e e e
S W L N kWY = O O NN N LN - O

B. The Navajo Department of Justice shall negotiate the terms of any dispute resolution
clause in the Insurance Policy in strict compliance with the waiver in Subsection A of

this Section.
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: EXHIBIT A
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)

ISSUED BY
STEWART TITLE GUARANTY COMPANY

NOTICE

IMPORTANT - READ CAREFULLY: THIS COMMITMENT IS AN OFFER TO ISSUE ONE OR MORE TITLE INSURANCE
POLICIES. ALL CLAIMS OR REMEDIES SOUGHT AGAINST THE COMPANY INVOLVING THE CONTENT OF THIS
COMMITMENT OR THE POLICY MUST BE BASED SOLELY IN CONTRACT.

THIS COMMITMENT IS NOT AN ABSTRACT OF TITLE, REPORT OF THE CONDITION OF TITLE, LEGAL OPINION,
OPINION OF TITLE, OR OTHER REPRESENTATION OF THE STATUS OF TITLE. THE PROCEDURES USED BY THE
COMPANY TO DETERMINE INSURABILITY OF THE TITLE, INCLUDING ANY SEARCH AND EXAMINATION, ARE
PROPRIETARY TO THE COMPANY, WERE PERFORMED SOLELY FOR THE BENEFIT OF THE COMPANY, AND
CREATE NO EXTRACONTRACTUAL LIABILITY TO ANY PERSON, INCLUDING A PROPOSED INSURED.

THE COMPANY'S OBLIGATION UNDER THIS COMMITMENT IS TO ISSUE A POLICY TO A PROPOSED INSURED
IDENTIFIED IN SCHEDULE A IN ACCORDANCE WITH THE TERMS AND PROVISIONS OF THIS COMMITMENT. THE
COMPANY HAS NO LIABILITY OR OBLIGATION INVOLVING THE CONTENT OF THIS COMMITMENT TO ANY
OTHER PERSON.

COMMITMENT TO ISSUE POLICY -
Subject to the Notice; Schedule B, Part | - Requirements; Schedule B, Part |l - Exceptions; and the Commitment
Conditions, STEWART TITLE GUARANTY COMPANY, a Texas corporation (the “Company”), commits to issue the Policy
according to the terms and provisions of this Commitment. This Commitment is effective as of the Commitment Date
shown in Schedule A for each Policy described in Schedule A, only when the Company has entered in Schedule A both
the specified dollar amount as the Proposed Amount of Insurance and the name of the Proposed Insured.

If all of the Schedule B, Part | - Requirements have not been met within six months after the Commitment Date this
Commitment terminates and the Company's liability and obligation end. .

Countersigned by:

A

Authorizbd Countarsignature

Frederick H. Eppinger
- President and CEO

Anderson-Oliver Title Insurance Agency, Inc.
81E. 1008

\ -
Monticello, UT 84535 ' - o
(435) 587-3344 . ‘ :
! : A\ 1
' ‘ )Davld Hisey
Secretary

This page is only a part of a 2021 ALTA® Commitment for Title Insurance. This Commitment is not valid without the Notice; the Commitment to Issue
Policy; the Commitment Conditions; Schedule A; Schedule B, Part | - Requirements; and Schedule B, Part |l - Exceptions; and a countersignature by the
Company or its issuing agent that may be in electronic form.

Copyright 2021 American Land Title Assoclation. All rights reserved. —
The use of this Form (or any derivative thereof) is restricted to ALTA licensees and ALTA members in good standmg as of the date of use. . AND D11
All other uses are prohibited. Reprinted under license from the American Land Title Association. . HEATION
File No. 10516 (s
ALTA Commitment For Title Insurance (7-01-2021) : : \{
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COMMITMENT CONDITIONS

‘ 1. DEFINITIONS
a. ‘“Discriminatory Covenant”™ Any covenant, condition, restriction, or limitation that is unenforceable under
applicable law because it illegally discriminates against a class of individuals based on personal characteristics
such as race, color, religion, sex, sexual orientation, gender identity, familial status, disability, national origin, or
_other legally protected class.
b. “Knowledge” or “Known™ Actual knowledge or actual notice, but not constructive notice imparted by the Public
Records.

c. ‘“Land”: The land described in Item 5 of Schedule A and improvements located on that land that by State law
constitute real property. The term “Land” does not include any property beyond that described in Schedule A,
nor any right, title, interest, estate, or easement in any abutting street, road, avenue, alley, lane, right-of-way,
body of water, or waterway, but does not modify or limit the extent that a right of access to and from the Land is
to be insured by the Policy.

' “Mortgage™: A mortgage, deed of trust, trust deed, security deed or other real property security instrument,

I including one evidenced by electronic means authorized by law. |

e. “Policy”. Each contract of title insurance, in a form adopted by the American Land Title Association, issued or to
be issued by the Company pursuant to this Commitment.

f.  “Proposed Amount of Insurance™ Each dollar amount specified in Schedule A as the Proposed Amount of
Insurance of each Policy to be issued pursuant to this Commitment.

g. “Proposed Insured”: Each person identified in Schedule A as the Proposed Insured of each Policy to be issued
pursuant to this Commitment.

h. “Public Records™ The recording or filing system established under State statutes in effect at the Commitment
Date under which a document must be recorded or filed to impart constructive notice of matters relating to the
Title to a purchaser for value without Knowledge. The term “Public Records™ does not include any other
recording or filing system, including any pertaining to environmental remediation or protection, planning,
permitting, zoning, licensing, building, health, public safety, or national security matters.

i. “State™ The state or commonwealth of the United States within whose exterior boundaries the Land is located.
The term “State” also mcludes the District of Columbia, the Commonwealth of Puerto Rico, the U.S. Virgin

o

Islands, and Guam.
‘ j. “Title™: The estate or interest in the LLand identified in ltem 3 of Schedule A.

‘2. If all of the Schedule B, Part | - Requirements have not been met within the time period specified in the Commitment
to Issue Policy, this Commitment terminates and the Company'’s liability and obligation end.

3. The Company's liability and obligation is limited by and this Commitment is not valid without:

the Notice;

the Commitment to Issue Policy;

the Commitment Conditions;

Schedule A; '

Schedule B, Part | - Requirements;

Schedule B, Part Il - Exceptions; and ‘

a countersignature by the Company or its issuing agent that may be in electronic form.

@mpao oW

4. COMPANY'’S RIGHT TO AMEND :
The Company may amend this Commitment at any time. If the Company amends this Commitment to add a defect,
lien, encumbrance, adverse claim, or other matter recorded in the Public Records prior to the Commitment Date, any
liability of the Company is limited by Commitment Condition 5. The Company is not liable for any other amendment to

~ this Commitment.

This page is only a part of a 2021 ALTA® Commitment for Title Insurance. This Commitment is not valid without the Notice; the Commitment to Issue
Policy,; the Commitment Conditions; Schedule A; Schedule B, Part | - Requuemenls and Schedule B, Part Il - Exceptions; and a countersignature by the -
Company or its issuing agent that may be in electronic form. .

-Copyright 2021 American Land Title Association. All rights reserved. T
The use of this Form (or any derivative thereof) is restricted to ALTA licensees and ALTA members in good standing as of the date of use. IAND BtELe
All other uses are prohibited. Reprinted under license from the American Land Tile Assaociation. ANOCTATIIN
File No. 10516 Yo
ALTA Commitment For Title Insurance (7-01 -2021) . : i'\"

Page 2 of 4



5. LIMITATIONS OF LIABILITY

a. The Company's liability under Commitment Condition 4 is limited to the Proposed Insured's actual expense
incurred in the interval between the Company’s delivery to the Proposed Insured of the Commitment and the
delivery of the amended Commitment, resulting from the Proposed Insured’s good faith reliance to:

i. comply with the Schedule B, Part | - Requirements;
ii. eliminate, with the Company’s written consent, any Schedule B, Part 1l - Exceptlons or
ii. acquire the Title or create the Mortgage covered by this Commitment.

b. The Company is not liable under Commitment Condition 5.a. if the Proposed Insured requested the amendment
or had Knowledge of the matter and did not notify the Company about it in writing.

c. The Company is only liable under Commitment Condition 4 if the Proposed Insured would not have incurred the
expense had the Commitment included the added matter when the Commitment was first delivered to the
Proposed Insured. -

d. The Company’s liability does not exceed the lesser of the Proposed Insured's actual expense‘mcurred in good

faith and described in Commitment Condition 5.a. or the Proposed Amount of Insurance.

The Company is not liable for the content of the Transaction ldentification Data, if any.

The Company is not obligated to issue the Policy referred to in this Commitment unless all of the Schedule B,

Part I—Requirements have been met to the satisfaction of the Company.

g. The Company's liability is further limited by the terms and provisions of the Palicy to be issued to the Proposed
Insured. '

™o

6. LIABILITY OF THE COMPANY MUST BE BASED ON THIS COMMITMENT;, CHOICE OF LAW AND CHOICE OF

FORUM

a. Only a Proposed Insured |dent|fed in Schedule A, and no other person may make a claim under this
Commitment.

b. Any claim must be based in contract under the State law of the State where the Land is located and is restricted
to the terms and provisions of this Commitment. Any litigation or other proceeding brought by the Proposed
Insured against the Company must be filed only in a State or federal court having jurisdiction.

c. - This Commitment, as last revised, is the exclusive and entire agreement between the parties with respect to the
subject matter of this Commitment and supersedes all prior commitment negotiations, representations, and
proposals of any kind, whether written or oral, express or implied, relating to the subject matter of this
Commitment. A

d. The deletion or modification of any Schedule B, Part Il—Exception does not constitute an agreement or
obligation to provide coverage beyond the terms and provisions of this Commitment or the Policy.

e. Any amendment or endorsement to this Commitment must. be in writing and authenticated by a person
authorized by the Company

f.  When the Policy is issued, all liability and obligation under this Commitment will end and the Companys only
liability will be under the Policy.

7. IFTHIS COMMITMENT IS ISSUED BY AN ISSUING AGENT
The issuing agent is the Company’s agent only for the limited purpose of issuing title insurance commitments and
policies. The issuing agent is not the Company’s agent for closing, settlement, escrow, or any other purpose.

8. PRO-FORMA POLICY '
The Company may provide, at the request of a Proposed Insured, a pro-forma policy illustrating the coverage that the
Company may provide. A pro-forma policy neither reflects the status of Title at the time that the pro-forma policy is
delivered to a Proposed Insured, nor is it a commitment to insure.

9. CLAIMS PROCEDURES
This Commitment incorporates by reference all Conditions for making a claim in the Pdlicy to be issued to the
Proposed Insured. Commitment Condition 9 does not modify the Ilmltatlons of liability in Commitment Conditions 5

and 6.

This page is only a part of a 2021 ALTA® Commitment for Title Insurance. This Commitment is not valid without the Notice; the Commitment to Issue
Policy; the Commitment Conditions; Schedule A; Schedule B, Part | - Requirements; and Schedule B, Part Il - Exceptions; and a countersignature by the
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10. CLASS ACTION ‘
ALL CLAIMS AND DISPUTES ARISING OUT OF OR RELATING TO THIS COMMITMENT, INCLUDING ANY

SERVICE OR OTHER MATTER IN CONNECTION WITH ISSUING THIS COMMITMENT, ANY BREACH OF A
COMMITMENT PROVISION, OR ANY OTHER CLAIM OR DISPUTE ARISING OUT OF OR RELATING TO THE
TRANSACTION GIVING RISE TO THIS COMMITMENT, MUST BE BROUGHT IN AN INDIVIDUAL CAPACITY. NO
PARTY MAY SERVE AS PLAINTIFF, CLASS MEMBER, OR PARTICIPANT IN ANY CLASS OR REPRESENTATIVE
PROCEEDING. ANY POLICY ISSUED PURSUANT TO THIS COMMITMENT WILL CONTAIN A CLASS ACTION

CONDITION.

11. ARBITRATION , : .
The Policy contains an arbitration clause. All arbitrable matters when the Proposed Amount of Insurance is

$2,000,000 or less may be arbitrated at the election of either the Company or the Proposed Insured as the exclusive
remedy of the parties. A Proposed Insured may review a copy of the arbitration rules at http: ta,gra/arbitrati

STEWART TITLE GUARANTY COMPANY

All notices required to be given the Company and any statement in writing required to be furnished the Company shall
be addressed to it at Stewart Title Guaranty Company, P.O. Box 2029, Houston, Texas 77252-2029.
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE A

ISSUED BY
STEWART TITLE GUARANTY COMPANY

Transaction Identification Data, for which the Company assumes no liability as set forth in Commitment Condition 5.e.:

Issuing Agent: Anderson-Oliver Title Insurance Agency, Inc.
Issuing Office: 81 E. 100 S., Monticello, UT 84535

Issuing Office's ALTA® Reglstry ID

Loan ID Number:

Commitment Number: 10516

Issuing Office File Number: 10516

Property Address: All Sec 36 T43S, R15E, SLBM, Monument Valley, UT 84536
Revision Number: 2

1. Commitment Date: September 20, 2022 at 8:00 A.M.

2. Policy to be issued: Proposed Amount of Insurance
(a) 2021 ALTA® Owner's Policy

Proposed Insured: Navajo Nation

(b) 2021 ALTA® Loan Policy

Proposed Insured:

3. The estate or interest in the Land at the Commitment Date is:
Fee Simple

4. The Title is, at the Commitment Date, vested in:

RGJ Corporation, a Utah corporation: TRACT A and TRACT B EXCEPT Lots 8 and 9 in GOULDINGS SUBDIVISION,
according to the Final Plat filed March 27, 2017 in Book 994 at page 364, Entry No. 133546 and Sheets 2-7 filed March
27,2017 in Book 994 at page(s) 365 through 370 as Entry Nos. 133547 through 133552,
-Executive RV, Inc.. a Utah corporation: The part of TRACT B which is Lots 8 and 9, GOULDINGS SUBDIVISION,
according to the Final Plat filed March 27, 2017 in Book 994 at page 364, Entry No. 133546 and Sheets 2-7 filed March
27,2017 in Book 994 at page(s) 365 through 370 as Entry Nos. 133547 through 133552,

Utah Navajo Development Council, a Utah non-profit corporation: TRACT C

5. The Land is described as follows:
SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF

STEWART TITLE GUARANTY COMPANY
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULEA

ISSUED BY
STEWART TITLE GUARANTY COMPANY

LA

AuthortZbd Countarsignature
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE A

ISSUED BY
STEWART TITLE GUARANTY COMPANY

. EXHIBIT "A"
LEGAL DESCRIPTION

San Juan County, State of Utah:

c .
Township 43 South, Range 15 East, SLM,
Section 36: ALL

LESS TRACT B and TRACT C
Parcel No for the included tract 43S15E360000

EXCEPTING from the included tract all coal ahd other minerals

CT B: : :
All Land in GOULDINGS SUBDIVISION, according to the Final Plat filed March 27, 2017 in Book 994 at page 364, Entry
No. 133546 and Sheets 2-7 filed March 27, 2017 in Book 994 at page(s) 365 through 370 as Entry Nos. 133547 through
133552. .

Parcel Nos: 001220000000, 001220000010, 001220000020, 001220000030, 001220000040, 001220000050,
001220000060, 001220000070, 001220000080, 001220000090, 001220000100, 001220000110, 001220000120,
001220000130, 001220000140, 001220000150, 001220000160, 001220000170, 001220000180

EXCEPTING all coal and other minerals

TRACTC: .
Beginning on the North side of a paved road at a point which bears South 1721.42 feet and East 1587.81 feet from the

Northwest corner of Section 36, Township 43 South, Range 15 East, SLB&M; and running thence North 15°02'11” West a
distance of 71.43 feet to a corner; thence North 80°53'21" East 31.89 feet to a corner; thence North 73°49'53” East 11.99
feet to a corner; thence North 47°48'12" East 155.42 feet to a corner; thence North 76°37'52" East 35.81 feet to a corner;
thence East 206.24 feet to a corner; thence South 9°41'38" East 106.65 feet to a corner; thence South 72°15'36” West
100.10 feet to a corner; thence South 5°59'53" West 76.37 feet to a corner on the North side of a paved road; thence
Westerly along the North side of the aforesaid approximately 302.00 feet to the point of beginning.

Parcel No. 43515E364200
EXCEPTING all coal and other minerals-
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SCHEDULE A

ISSUED BY
STEWART TITLE GUARANTY COMPANY

ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE B PART |

ISSUED BY
STEWART TITLE GUARANTY COMPANY

Requirements

" File No.: 10516~ Revision No. 2

All of the following Requirements must be met:

1.

The Proposed Insured must notify the Company in writing of the name of any party not referred to in this
Commitment who will obtain an interest in the Land or who will make a loan on the Land. The Company may then
make additional Requirements or Exceptions. .

Pay the agreed amount for the estate or interest to be insured.

Pay the premiums, fees, and charges for the Policy to the Company.

Documents satisfactory to the Company that convey the Title or create the Mortgage to be insured, or both, must
be properly authorized, executed, delivered, and recorded in the Public Records.

Trust Deed sufficient to encumber the fee simple interest or estate to the Proposed Insured in

Schedule A, Section 2 b.

Reconveyance of Trust Deed(s) in Schedule B,A Section 2.

Warranty Deed sufficient to convey the fee simple interest to the Proposed Insured in Schedule A.
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE B PART Il

ISSUED BY
STEWART TITLE GUARANTY COMPANY

Exceptions

-File No.: 10516- Revision No. 2

Some historical land records contain Discriminatory Covenants that are illegal and unenforceable by law. This
Commitment and the Policy treat any Discriminatory Covenant in a document referenced in Schedule B as if each
Discriminatory Covenant is redacted, repudiated, removed, and not republished or recirculated. Only the
remaining provisions of the document will be excepted from coverage.

The Policy will not insure against loss or damage resulting from the terms and conditions of any lease or easement
identified in Schedule A, and will include the following Exceptions unless cleared to the satisfaction of the Company:

1.

10.

Any defect, lien, encumbrance, adverse claim, or other matter that appears for the first time in the Public Records
or is created, attaches, or is disclosed between the Commitment Date and the date on which all of the Schedule B,
Part | - Requirements are met.

Taxes or assessments which are not shown as existing liens by the records of any taxing authority that levies
taxes or assessments on real property or by the Public Records. Proceedings by a public agency which may result
in taxes or assessments, or notices of such proceedings, whether or not shown by the records of such agency or
by the Public Records.

Any facts, rights, interests, or claims which are not shown by the Public Records, but which could be ascertained
by an inspection of the Land or by making inquiry of persons in possession thereof.

Easements, liens, or encumbrances, or claims thereof, which are not shown by the Public Records.

. Any encroachment; encumbrance, violétion, variation, or adverse circumstance affecting the Title that would be

disclosed by an accurate and complete land survey of the Land and not shown by the Public Records.

(a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof;
(c) water rights, claims or title to water; whether or not the matters excepted under (a), (b) or (¢) are shown by the
Public Records. The Company makes no representation as to the present ownership of any such interests. There
may be leases, grants, exceptions or reservations of interests that are not listed.

Any lien or right to a lien for services, labor, or material or equipment, heretofore or hereatfter furnished, imposed
by law and not shown by the Public Records.

Minerals of whatsoever kind, subsurface and surface substances, including but not limited to coal, lignite, oil, gas,
uranium, clay, rock, sand and gravel in, on, under and that may be produced from the Land, together with all
rights, privileges, and immunities relating thereto, whether or not appearing in the Public Records or listed in
Schedule B. The Company makes no representation as to the present ownership of any such interests. There
may be leases, grants, exceptions or reservations of interests that are not listed.

Taxes for the year 2022 are accruing as a lien, not yet due and payable. Taxes for the year 2022 are estimated in
the amount of $407,910.56. Payments toward the 2022 taxes have been made in the amount of $188,824.00.
There are no back taxes.

Water rights, claims or title to water, or ditches, whether or not the matters are shown by the public records.
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ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE B PART Il

ISSUED BY
STEWART TITLE GUARANTY COMPANY

1.

12.
13.

14.

® -

16.

17.

18.

19.

Exceptions

Rights to any easement or right of way of the public, to use all such highways as may have been established
according to law, over the same or any part thereof, and subject also to all rights of way for ditches, tunnels, and
telephone and transmission lines that may have been constructed by the authority of the United States; and
reservation to the State of Utah of all coal and other minerals and the right of the State of Utah, or persons
authorized by it, the right to prospect for, mine and remove coal and other minerals from the same, upon
compliance with the conditions and subject to the limitations of Chapter 107, Session Laws 1919) as amended
Session Laws 1921) and amendments thereto, as set forth in the Patent from the State of Utah to Harry T.
Goulding dated May 6, 1938 and recorded May 9, 1938 in Book | at page 27.

The Company makes no representation as to the present ownership of any such interests. There may be leases,
grants, exceptions or reservations of interests that are not listed.

Rights to ditches, canals and reservoirs as sets forth in the Patent from the United States of America to the State
of Utah dated September 23, 1965 and recorded March 29, 1966 in Book 379 at page 22, Entry No. U-6466.

-Rights to ditches, canals and reservoirs as sets forth in the Patent from the United States of America to the State

of Utah dated November 10, 1965 and recorded June 13, 1966 in Book 381 at page 247, Entry No. U-7584.

All easements and rights of way held by San Juan County including, but not limited to, the following:

a. From Harry T. Goulding and Leone Goulding dated June 5, 1964 and recorded November 24, 1964 in Book 369
at page 284, Entry No. U-1977;

b. From Knox College, a non-profit educational corporation, dated March 26, 1968 and recorded July 10, 1968 in
Book 448 at page 186, Entry No. X-3067.

Claims that any portion of the land is covered by a public road, street or easement.

Access is provided to all of the land as long as all parcels are owned by the same person or entity. There is no
insurance for access if all land is not owned by the same owner.

All restrictions, conditions, covenants, rights of way, and easements, that are now of record, as referred to in
instruments of record including, but not limited to, the following:

a. Warranty Deed from RGJ Corporation to Executive RV Inc., dated March 21, 2015 and recorded October 28,
2015 in Book 975 at page 857, Entry No. 125054. '

b. Warranty Deed from RGJ Corporation to Executive RV Inc., dated March 21, 2015 and recorded October 28,
2015 in Book 975 at page 861, Entry No. 125055.

This affects Lot 8 and 9 of TRACT B

Executive Order of May 17, 1884 relating to the Navajo Reservation a certified copy of which was recorded
February 11, 1954 in Book 10 at page 331, Entry No. F-5219.

Right of first refusal held by RGJ Corporation, all as referred to in instruments including, but not limited to, the
following:

a. Quitclaim Gift Deed from RGJ Corporation to San Juan Foundation dated September 24, 1999 and recorded
November 30, 1999 in Bock 783 at page 412, Entry No. 060201.

b. Memorandum of Right of First Refusal between RGJ Corporation and San Juan Foundation dated November
29, 1999 and recorded January 19, 2001 in Book 791 at page 833, Entry No. 062870. (This memorandum refers
to a Right of First Refusal Agreement, copies of which are held by each party to the memorandum.)

¢. Quitclaim Deed from San Juan Foundation to Utah Navajo Development Council dated September 27, 2002
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~ ALTA COMMITMENT FOR TITLE INSURANCE (07-01-2021)
SCHEDULE B PART Il

ISSUED BY .
STEWART TITLE GUARANTY COMPANY

Exceptions

and recorded October 7, 2002 in Book 808 at page 708, Entry No. 067260.

d. Memorandum of Right of First Refusal between RGJ Corporation and Utah Navajo Development Council
acknowledged September 27, 2002 and recorded October 7, 2002 in Book 808 at page 710, Entry No. 067261.
(This memorandum refers to a Right of First Refusal Agreement copies of which are held by each party to the
memorandum.)

This affects TRACT C

20. Letter regarding Waiver of Certain Subdivision Ordinance Requirements for Gouldings Subdivision dated March 8,
2017 and executed by Brad Bunker, PE, PLS and recorded March 27, 2017 in Book 994 at page 362, Entry No.
133545.

This affects TRACTB

21. Narratives, notes, legends, easements, rights-of-way, roads, airport runways and related facilities, and all other
provisions and information as set forth in the following plats:
a.  Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Exterior
Boundary Lines" filed March 27, 2017 in Book 994 at page 364, Entry No. 133546.
b. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 2 of 7
(Lots 1-3)" filed March 27, 2017 in Book 994 at page 365, Entry No. 133547.
c. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 3 of 7
(Lots 4-7)" filed March 27, 2017 in Book 994 at page 366, Entry No. 133548.
d. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 4 of 7
(Lots 8-10)" filed March 27, 2017 in Book 994 at page 367, Entry No. 133549.
e. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 5 of 7
(Lot 11)" filed March 27, 2017 in Book 994 at page 368, Entry No. 133550. :
f. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 6 of 7
(Lots 12-16)" filed March 27, 2017 in Book 994 at page 369, Entry No. 133551.
g. Entitled "Final Plat Gouldings Subdivision, Within the N1/2 of Section 36, T43S, R15E, SLB&M, Sheet 7 of 7
(Lots 17-18)" filed March 27, 2017 in Book 994 at page 370, Entry No. 133552.

A judgment search was made in the following names and none were found of record except as noted above:
~ Utah Navajo Development Councul

RGJ Corporation
Executive RV, Inc.

CHAIN OF TITLE:

According to the Ofﬁcial Records, there have been no documents conveying the land described herein within a period of
24 months prior to the date of this commitment, except as follows: NONE
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STG Privacy Notice
Stewart Title Companies

WHAT DO THE STEWART TITLE COMPANIES DO WITH YOUR PERSONAL INFORMATION?

Federal and applicable state law and regulations give consumers the right to limit some but not all sharing. Federal and applicable
state law regulations also require us to tell you how we collect, share, and protect your personal information. Please read this notice
carefully to understand how we use your personal information. This privacy notice is distributed on behalf of the Stewart Title Guaranty
Company and its title affiliates (the Stewart Title Companies), pursuant to Title V of the Gramm-Leach-Bliley Act (GLBA).

The types of personal information we collect and share depend on the product or service that you have sought through us. This
information can include social security numbers and driver's license number.

All financial companies, such as the Stewart Title Companies, need to share customers' personal information to run their everyday
business—to process transactions and maintain customer accounts. In the section below, we list the reasons that we can share
customers' personal information; the reasons that we choose to share; and whether you can limit this sharing.

Reasons we can share your personal information. Do we share Can you limit this sharing?

For our everyday business purposes— to process your
transactions and maintain your account. This may include running the

business and managing customer accounts, such as processing Yes No
transactions, mailing, and auditing services, and responding to court

orders and legal investigations. i

For our marketing purposes— to offer our products and services to Yes No

you. ‘ .

For joint marketing with other financial companies No ) We don't share

For our affiliates’ everyday business purposes— information

about your transactions and experiences. Affiliates are companies
related by common ownership or control. They can be financial and Yes No
non-financial companies. Our affiliates may include companies with a
Stewart name; financial companies, such as Stewart Title Company

For our affiliates' everyday business purposes— information .

about your creditworthiness. No We don't share

For our affiliates to market to you — For your convenience, Yes Yes, send your first and last name, the email

Stewart has developed a means for you to opt out from its affiliates address used in your transaction, your

marketing even though such mechanism is not legally required. Stewart file number and the Stewart office

: location that is handling your transaction by

email to optout@stewart.com or fax to
1-800-335-9591.

For non-affiliates to market to you. Non-affiliates are companies No

not related by common ownership or control. They can be financial - We dontt S“a“?

and non-financial companies.

We may disclose your personal information to our affiliates or to non-affiliates as permitted by law. If you request a transaction with a
non-affiliate, such as a third party insurance company, we will disclose your personal information to that non-affiliate. [We do not control
their subsequent use of information, and suggest you refer to their privacy notices.]

SHARING PRACTICES : .
How often do the Stewart Title Companies notify me| We must notify you about our sharing practices when you request a

about their practices? transaction.

How do the Stewart Title Companies protect my To protect your personal information from unauthorized access and use, we

personal information? use security measures that comply with federal law. These measures
: include computer, file, and building safeguards.

How do the Stewart Title Companies collect my We collect your personal information, for example, when you

personal information? ® request insurance-related services

®= provide such information to us
We also collect your personal information from others, such as the real
estate agent or lender involved in your transaction, credit reporting agencies,
affiliates or other companies.

What sharing can | limit? ' Although federal and state law give you the right to limit sharing (e.g., opt out)
in certain instances, we do not share your personal information in those
instances.

Contact us: If you have any questions about this privacy notice, please contact us at: Stewart Title Guaranty Company,
1360 Post Oak Blvd., Ste. 100, Privacy Officer, Houston, Texas 77056

File No.: 10516 ‘ Page 1
Revised 01-01-2020




Effective Date: January 1, 2020

Privacy Notice for California Residents

Pursuant to the California Consumer Privacy Act of 2018 (“CCPA”"), Stewart Information Services Corporation and its subsidiary companies
(collectively, “Stewart”) are providing this Privacy Notice for California Residents (“CCPA Notice"). This CCPA Notice supplements the
information contained in Stewart's existing privacy notice and applies solely to all visitors, users and others who reside in the State of
California or are considered California Residents (‘consumers” or “you”). Terms used but not defined shall have the meaning ascribed to
them in the CCPA. :

Information Stewart Collects
Stewart collects information that identifies, relates to, describes, references, is capable of being associated with, or could reasonably be
linked, directly or indirectly, with a particular consumer, household, or device. Most of the information that Stewart collects in the course of

its regular business is already protected pursuant to the Gramm-Leach-Bliley Act (GLBA). Additionally, much of this information comes from
govemment records or other information already in the public domain. Personal information under the CCPA does not include:

* Publicly available information from government records.

* Deidentified or aggregated consumer information.

* Certain personal information protected by other sector-specific federal or California laws, including but not limited to the
Fair Credit Reporting Act (FCRA), GLBA and California Financial Information Privacy Act (FIPA).

Specifically, Stewart has collected the following categories of personal information from consumers within the last twelve (12) months:

File No.: 10516

Category Examples Collected?
A. Identifiers. Areal name, alias, postal address, unique personal identifier, online identifier,
Internet Protocol address, email address, account name, Social Security YES
number, driver's license number, passport number, or other similar identifiers. '
B. Personal information categories listed in | A name, signature, Social Security number, physical characteristics or
the California Customer Records statute description, address, telephone number, passport number, driver's license or
(Cal. Civ. Code § 1798.80(e)). state identification card number, insurance policy number, education, YES
employment, employment history, bank account number, credit card number,
debit card number, or any other financial information, medical information, or
health insurance information. Some personal information included in this
category may overlap with other categories. '
C. Protected classification characteristics Age (40 years or older), race, color, ancestry, national origin, citizenship,
under California or federal law. religion or creed, marita! status, medical condition, physical or mental
disability, sex (including gender, gender identity, gender expression, YES
pregnancy or childbirth and related medical conditions), sexual orientation,
veteran or military status, genetic information (including familial genetic
information).
D. Commercial information. Records of personal property, products or services purchased, obtained, or
considered, or other purchasing or consuming histories or tendencies. YES
E. Biometric information. Genetic, physiological, behavioral, and biological characteristics, or activity
patterns used to extract a template or other identifier or identifying information,
such as, fingerprints, faceprints, and voiceprints, iris or retina scans, YES
keystroke, gait, or other physical patterns, and sleep, health, or exercise data.
F. Internet or other similar network activity. | Browsing history, search history, information on a consumer's interaction with YES
a website, application, or advertisement.
G. Geolocation data. Physical location or movements. YES
H. Sensory data. Audio, electronic, visual, thermal, olfactory, or similar information. YES
I. Professional or employment-related Current or past job history or performance evaluations. YES
information.
J. Non-public education information (per the | Education records directly related to a student maintained by an educational
Family Educational Rights and Privacy Act | institution or party acting on its behalf, such as grades, transcripts, class lists, YES
(20 U.S.C. Section 1232g, 34 C.F.R. Part student schedules, student identification codes, student financial information,
99)). or student disciplinary records.
K. Inferences drawn from other personal Profile reflecting a person's preferences, characteristics, psychological trends, YES
information. predispositions, behavior, attitudes, intelligence, abilities, and aptitudes.
Page 2
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Stewart obtains the categories of personal information listed above from the following categories of sources:

* Directly and indirectly from customers, their designees or their agents (For example, realtors, lenders, attorneys, etc.)
¢ Directly and indirectly from activity on Stewart's website or other applications.
. * From third-parties that interact with Stewart in connection with the services we provide.

Stewart may use or disclose the personal information we collect for one or more of the following purposes:

To fulfill or meet the reason for which the information is provided.

To provide, support, personalize, and develop our website, products, and services.

To create, maintain, customize, and secure your account with Stewart.

To process your requests, purchases, transactions, and payments and prevent transactional fraud.

To prevent and/or process claims.

To assist third party vendors/service providers who complete transactions or perform services on Stewart's behalf.

As necessary or appropriate to protect the rights, property or safety of Stewart, our customers or others.

To provide you with support and to respond to your inquiries, including to investigate and address your concerns and

monitor and improve our responses.

¢ To personalize your website experience and to deliver content and product and service offerings relevant to your
interests, including targeted offers and ads through our website, third-party sites, and via email or text message (with
your consent, where required by law).

* To help maintain the safety, security, and integrity of our website, products and services, databases and other technology
-assets, and business.

¢ To respond to law enforcement or regulator requests as required by applicable law, court order, or governmental
regulations.

¢ Auditing for compliance with federal and state laws, rules and regulations.

¢ Performing services including maintaining or servicing accounts, providing customer service, processing or fulfilling
orders and transactions, verifying customer information, processing payments, providing advertising or marketing
services or other similar services.

¢ To evaluate or conduct a merger, divestiture, restructuring, reorganization, dissolution, or other sale or transfer of some

or all of our assets, whether as a going concemn or as part of bankruptcy, liquidation, or similar proceeding, in which

personal information held by us is among the assets transferred. '

Stewart will not collect additional categories of personal information or use the personal information we collected for materially
different, unrelated, or incompatible purposes without providing you notice.

‘ Stewart does not sell your personal information to nonaffiliated third parties. Stewart may share your information with those you have
designated as your agent in the course of your transaction (for example, a realtor or a lender). Stewart may disclose your personal
information to a third party for a business purpose. Typically, when we disclose personal information for a business purpose, we enter
a contract that describes the purpose and requires the recipient to both keep that personal information confidential and not use it for
any purpose except performing the contract.

We share your personal information with the following categories of third parties:

* Service providers and vendors (For example, search companies, mobile notaries, and companies providing credit/debit
card processing, billing, shipping, repair, customer service, auditing, marketing, etc.)

Affiliated Companies

Litigation parties and attorneys, as required by law.

Financial rating organizations, rating bureaus and trade associations.

Federal and State Regulators, law enforcement and other government entities

In the preceding twelve (12) months, Stewart has disclosed the following categories of personal information for a business purpose:

Category A: Identifiers .

Category B: California Customer Records personal information categories
Category C: Protected classification characteristics under California or federal law
Category D: Commercial Information

Category E: Biometric Information

Category F: Internet or other similar network activity

Category G: Geolocation data

Category H: Sensory data

Category I: Professional or employment-related information

Category J: Non-public education information

Category K: Inferences :

Consumer Rights and Choices
The CCPA provides consumers (California residents) with specific rights regarding their personal information. This section describes
your CCPA rights and explains how to exercise those rights.

File No.: 10516 . Page 3
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Access to Specific Information and Data Portability Rights

You have the right to request that Stewart disclose certain information to you about our collection and use of your personal information over
the past 12 months. Once we receive and confirm your verifiable consumer request, Stewart will disclose to you:

The categories of personal information Stewart collected about you.

The categories of sources for the personal information Stewart collected about you.

Stewart's business or commercial purpose for collecting that personal information.

The categories of third parties with whom Stewart shares that personal information.

The specific pieces of personal information Stewart collected about you (also called a data portability request).

If Stewart disclosed your personal data for a business purpose, a listing identifying the personal information categories
that each category of recipient obtained.

Deletion Request Rights

You have the right to request that Stewart delete any of your personal information we collected from you and retained, subject to certain
exceptions. Once we receive and confirm your verifiable consumer request, Stewart will delete (and direct our service provuders to delete)
your personal information from our records, unless an exception applies.

Stewart may deny your deletion request if retaining the information is necessary for us or our service providers to:

1. Complete the transaction for which we collected the personal information, provide a good or service that you requested, take actions
reasonably anticipated within the context of our ongoing business relationship with you, or otherwise perform our contract with you

2. Detect security incidents, protect against malicious, deceptive, fraudulent, or illegal activity, or prosecute those responsible for such
activities.

3. Debug products to identify and repair errors that impair existing intended functionality.

4. Exercise free speech, ensure the right of another consumer to exercise their free speech rights, or exercise another right provided for
by law.

5. Comply with the California Electronic Communications Privacy Act (Cal. Penal Code § 1546 seq.).

6. Engage in public or peer-reviewed scientific, historical, or statistical research in the public interest that adheres to all other applicable
ethics and privacy laws, when the information’s deletion may likely render impossible or seriously impair the research’s achievement,
if you previously provided informed consent.

7. Enable solely internal uses that are reasonably aligned with consumer expectations based on your relationship with us.
8. Comply with a lega! obligation.
Make other internal and lawful uses of that information that are compatible with the context in which you provided it.
Exercising 2 Data Portabilt { Deletion Right
To exercise the access, data portability, and deletion rights described above, please submit a verifiable consumer request to us either:
¢ (Calling us Toll Free at 1-866-571-9270
¢ Emailing us at Privacyrequest@stewart.com
* Visiting hitp://stewart.com/ccpa
Only you, or someone legally authorized to act on your behalf, may make a verifiable consumer request related to your personal
information. You may also make a verifiable consumer request on behalf of your minor child.
To designate an authorized agent, please contact Stewart through one of the methods mentioned above.

You may only make a verifiable consumer request for access or data portability twice within a 12-month period. The verifiable consumer
request must:

* Provide sufficient information that allows us to reasonably verify you are the person about whom we collected personal
information or an authorized representative.
¢ Describe your request with sufficient detail that allows us to properly understand, evaluate, and respond to it.

Stewart cannot respond to your request or provide you with personal information if we cannot verify your identity or authority to make the
request and confirm the personal information relates to you.

Making a verifiable consumer request does not require you to create an account with Stewart.
Response Timing and Format

We endeavor to respond to a verifiable consumer request within forty-five (45) days of its receipt. If we require more time (up to an
additional 45 days), we will inform you of the reason and extension period in writing.

A written response will be delivered by mail or electronically, at your option.

* File No.: 10516 T Page 4
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Any disclosures we provide will only cover the 12-month period preceding the verifiable consumer request's receipt. The response we
provide will also explain the reasons we cannot comply with a request, if applicable. For data portability requests, we will select a format to
provide your personal information that is readily useable and should allow you to transmit the information from one entity to another entity
without hindrance.

Stewart does not charge a fee to process or respond to your verifiable consumer request unless it is excessive, repetitive, or manifestly
unfounded. If we determine that the request warrants a fee, we will tell you why we made that decision and provide you with a cost

"estimate before completing your request.

Non-Discrimination _
Stewart will not discriminate against you for exercising any of your CCPA rights. Unless permitted by the CCPA, we will not:

¢ Deny you goods or services.

. Charge you a different prices or rates for goods or services, including through granting discounts or other benef ts, or
imposing penalties. )

* Provide you a different level or quality of goods or services.

* Suggest that you may receive a different price or rate for goods or services or a different level or quality of goods or
services.

Stewart reserves the right to amend this privacy notice at our discretion and at any time. When we make changes to this privacy notice, we
will post the updated notice on Stewart's website and update the notice’s effective date. Your continued use of Stewart’s website
following the posting of changes constitutes your acceptance of such changes.

Contact Information '

If you have questions or comments about this notice, the ways in which Stewart colleéts and uses your information described here, your
choices and rights regarding such use, or wish to exercise your rights under California law, please do not hesitate to contact us at:

Phone: Toll Free at 1-866-571-9270
Website: hnn:lls.tmnmmmﬂ
Email: Privacyrequest@stewart.com

Postal Address: Stewart Information Services Corporation
Attn: Mary Thomas, Deputy Chief Compliance Officer
1360 Post Oak Blvd., Ste. 100, MC #14-1
Houston, TX 77056 .
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STG Privacy Notice 2 (Rev 01/26/09) Independent Agencies and Unaffiliated Escrow Agents

WHAT DO/DOES THE Anderson-Oliver Title Insurance Agency, Inc. DO

WITH YOUR PERSONAL INFORMATION?

Federal and applicable state law and regulations give consumers the right to limit some but not all sharing. Federal and applicable
state law regulations also require us to tell you how we collect, share, and protect your personal information. Please read this naotice
carefully to understand how we use your personal information. This privacy notice is distributed on behalf of Anderson-Oliver Title
Insurance Agency, Inc., and its affiliates (" N/A "), pursuant to Title V of the Gramm-Leach-Bliley Act (GLBA). .

The types of personal information we collect and share depend on the product or service that you have sought through us. This
information can include social security numbers and driver's license number.

All financial companies, such as Anderson-Oliver Title Insurance Agency, Inc., need to share customers' personal information to run
their everyday business—to process transactions and maintain customer accounts. In the section below, we list the reasons that we
can share customers' personal information; the reasons that we choose to share; and whether you can limit this sharing.

Reasons we can share your personal information ' Do we share? |Can you limit this sharing?

For our everyday business purposes— to process your transactions and
maintain your account. This may include running the business and managing Yes No
customer accounts, such as processing transactions, mailing, and auditing services,
and responding to court orders and legal investigations.

For our marketing purposes—— to offer our products and services to you. Yes ’ No

For joint marketing with other financial companies No We don't share

For our affiliates' everyday business purposes— information about your
transactions and experiences. Affiliates are companies related by common

ownership or control. They can be financial and non-financial companies. Yes No

For our afﬁliates everyday business purposes— information about your No . We don't share
creditworthiness.

For our affiliates to market to you , Yes No

For non-affiliates to market to you. Non-affiliates are companies not related by No We don't share

common ownership or control. They can be financial and non-financial companies.

We may disclose your perscnal information to our affiliates or to non-affiliates as permitted by law. If you request a transaction with a
non-affiliate, such as a third party insurance company, we will disclose your personal information to that non-affiliate. [We do not
control their subsequent use of information, and suggest you refer to their privacy notices.]

Sharing practices

How often do/does Anderson-Oliver Title We must notify you about our sharing practices when you request a transaction.
Insurance Agency, Inc. notify me about their

practices?

How do/does Anderson-Oliver Title To protect your personal information from unauthorized access and use, we use
Insurance Agency, Inc. protect my personal | security measures that comply with federal and state law. These measures
information? include computer, file, and building safeguards.

How do/does Anderson-Oliver Title We collect your personal information, for example, when you

Insurance Agency, Inc. collect my personal

R . y .
information? request insurance-related services

¢ provide such information to us

We also collect your personal information from others, such as the real estate
agent or lender involved in your transaction, credit reporting agencies, affiliates
or other companies.

What sharing can I limit? Although federal and state law give you the right to limit sharing {(e.g., opt out} in
certain instances, we do not share your personal information in those instances.

Contact Us If you have any questions about this privacy notice, please contact us at: Anderson-Oliver Title Insurance
Agency, Inc., 81 E. 100 S., Monticello, UT 84535
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'NARRATIVE APPRAISAL REPORT

EXHIBIT B

Goulding's Lodge

1000 GOULDING'S TRADING POST ROAD
OUATO-MONUMENT VALLEY, UTAH

SUBMITTED TO:

Mr. Stan Sapp

CEO - Navajo Nation Hospitality Enterprise
On Behalf of Navajo Nation

6677 West Thunderbird Road -

Glendale, Arizona 85306

+1(623) 412-0297

PREPARED BY:

HVS Consulting & Valuation

Division of TS Worldwide, LLC

8430 Santa Monica Boulevard, Suite 200
West Hollywood, California 90069

+1(303) 704-2636




HVS PHOENIX

8430 Santa Monica Boulevard, Suite
200

West Hollywood, California 90069
+1 (303) 704-2636

+1(415) 896-0516 FAX
www.hvs.com

Superior results through unrivaled
hospitality intelligence. Everywhere.

June 7, 2022

Mr. Stan Sapp

CEO - Navajo Nation Hospitality Enterprise
On Behalf of Navajo Nation

6677 West Thunderbird Road

Glendale, Arizona 85306

Re: Goulding's Lodge
1000 Goulding's Trading Post Road
Oljato-Monument Valley, Utah
HVS Reference: 2022020365

Dear Mr. Sapp:

Pursuant to your request, we herewith submit our narrative appraisal report
pertaining to the above-captioned hotel. We have investigated the real estate and
analyzed the market conditions in the Monument Valley, Utah, area. Our report has
been prepared in accordance with, and is subject to, the requirements of the
Uniform Standards of Professional Appraisal Practice (USPAP), as provided by the
Appraisal Foundation. This letter of transmittal is not valid as an opinion of value if
detached from the supporting report.

The subject of the appraisal is the combined fee simple and leasehold interest in a
670.65-acre site improved with a self-contained resort known as the Goulding's
Lodge. Roughly 633.16 acres are owned in fee simple interest, while 37.49 acres
reflect the leasehold interest. The land owned in fee is shown below, while the
leasehold land is adjacent.
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The property features 152 lodging units in the hotel, villas, canyon apartments, and
gas station/airport area. The RV park and campgrounds included 97 units at the
time of inspection (66 RV spots, 27 tent sites, 3 cabins, and a home), with one

“additional home to be added in the near term.

As illustrated in the following image, the subject property encompasses several
businesses and offerings that make up a self-contained resort and supportmg
community area, measuring approximately 670 acres.

The property was purchased by current ownership in 1981, at which time all that

-existed were the upper, lodge building (J), the restaurant (K), and the museum

buildings (M); both K and M were utilized for different purposes at the time, with M
being the original trading post. Property ownership has since constructed the
remainder of the property over time in order to create a tourism destination. The
subject property currently features several lodging types; an RV park and
campground (R); two pool houses, one at the main Goulding's Lodge area (J) and
one atthe RV parkand campground; a restaurant (K}; three exclusive cookout areas;
a gift shop (L); a theatre and two museum buildings {(M); a grocery store {B); a
laundromat (C); a gas station (E); a car wash area that also features guestrooms for
tour drivers (D); a small airport (G); a hangar and pilot's apartment (F); a sewer
lagoon (H); employee housing; and several hiking trails, as well as several
improvements that support the operation.

Furthermore, a hospital (N) and an abandoned school and church are excluded from
our analysis given their current ownership structure and/or lack of contribution.
We note that the villas were reportedly completed in 2018, and a luxury home at
the RV park was almost completed at the time of our inspection; however, we were
not provided with detailed, comprehensive, historical capital expenditures. It is

. important to note that the inefficient, sprawling layout of the property, as well as

the inconsistent guestroom product, result in functional obsolescence.



RV
JLAL IRV i

Given the presence of canyons and a variety of unique formations throughout the
site, the topography varies greatly. Roughly 400 acres of the 670-acre site are not
currently developed; however, only about 140 acres feature a topography that is
conducive for development. The specific locations of the site that could be conducive
for development are the vacant land to the northeast of the main lodge; the land
along the southern border of the site, adjacent to the canyon; and a portion of land
near the airport. For the purpose of this analysis, we have assumed that the planned
80-room resort hotel development would take place along the southern border of
the site, adjacent to the canyon, in order to provide an exclusive, high-end
experience on roughly 30 acres. Moreover, it is important to note that if the
development were constructed to the northeast of the main lodge or east of the
airport, this development would likely impede upon sweeping views of Monument
Valley, which is a major draw for the resort. The remaining portions not developed
(or not planned to be developed) feature rock formations, which limit the land's use
and/or would be expected to be preserved in order to maintain amenities and
offerings, such as hiking trails and sweeping views of Monument Valley. Thus, the
site includes excess land that has been valued separately and could be developed
with an upscale lodging facility, as well as surplus land that serves the greater resort.

This appraisal report is being prepared for use for the asset evaluation of the subject
property.

We have undertaken the appraisal process and, based on our analysis, have
concluded to the following opinions of market value of the existing resort and the
excess land value:

As Is
Date of Value March 16, 2020
Exposure Time {Months) . 4to 12
Real Property Value $71,420,000
Personal Property Value 1,980,000
Intangible Property Value 0
Reconciled Value $73,400,060
Reconciled Value per Key 483,000

combined fee simple and

rest Appraised
Inte ppraise leasehold

This analysis is based on the extraordinary assumption that the subjectland equates
to 633 acres owned in fee and 37 acres subject to ground leases. We were not
provided with a full survey, legal description, or other complete description of the
site; furthermore, we were not provided with a copy of each lease. As such, we have
assumed that the historical rent collection represents the full lease payment and
that the leases would continue throughout the projection period and extend (or be’
extended) into the future. The analysis is also based on the extraordinary
assumption that the described improvements utilized in the excess land analysis
have been completed as of the prospective "when complete” date of value. The
reader should understand that the expansion related to the proposed 80-room
resort does not yet exist as of the date of appraisal. Our appraisal does not address
unforeseeable events that could alter the proposed project, and/or the market




conditions reflected in the analyses; we assume that no significant changes, other
than those anticipated and explained in this report, shall take place between the
date of inspection and date of prospective value. The use of these extraordinary
assumptions may have affected the assignment results. We have made no other
extraordinary assumptions specific to this appraisal. However, several important
general assumptions have been made that apply to this appraisal and our valuations
of proposed hotels in general. These aspects are set forth in the Assumptions and
Limiting Conditions chapter of this report.

This report is intended for the addressee firm and may not be distributed to or
relied upon by other persons or entities. We hereby certify that we have no
undisclosed interest in the property, and our employment and compensation are
not contingent upon our findings. This study is subject to the comments made
throughout this report and to all assumptions and limiting conditions set forth
herein.

Sincerely,
TS Worldwide, LLC

McKenna Luke, MAI, Managing Director
mluke@hvs.com, +1 (303} 704-2636
Temporary State Appraiser License (UT): 12672954-TCGO
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1. Summary of Salient Data and Conclusions

Property:
Location:

Interest Appraised:

Highest and Best Use {as improved):

LAND DESCRIPTION

2

Area: _
Assessor's Parcel Numbers:

IMPROVEMENTS DESCRIPTION

Year Opened:

Property Type:

Number of Stories:

Food and Beverage Facilities: .

" Additional Facilities:

Goulding's Lodge

1000 Main Street

Monument Valley, Utah 84536

San Juan County

Combined Fee Simple and Leasehold
Full-service and self-contained resort

670.65 acres, or 29,213,514 square feet

Parcel {"PIN")

" 170964

170958
170957
170959
170960
1220000090
1220000080
170955
170956
170954
170967
170966
170965
170968
170969
170970
170971
170953 o
43515E360000
43515E325400

. 1954

Full-service and self-contained resort

One and two

One restaurant, three exclusive cookout locations, and
quick-service food and beverage outlets in the grocery
store and service station

A guest laundry area at the RV park, several outdoor
barbecue areas, a retail area (RV park), two indoor
swimming pools, a lobby workstation, a grocery store, a
laundromat, a gift shop, a gas service station, a museum,
and an airport '

March-2020

Summary of Salient Data and Conclusions
Goulding's Lodge — Oljato-Monument Valley, Utah




RESTAURANT EXTERIOR MAIN LODGE LOBBY

March-2020 Summary of Salient Data and Conclusions 8
Goulding's Lodge - Oljato-Monument Valley, Utah
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MUSEUM - : MAIN LODGE AREA CABIN

MAIN LODGE GUESTROOM — LIVING

I

March-2020 Summary of Salient Data and Conclusions 9
Goulding's Lodge — Oljato-Monument Valley, Utah
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VILLAS — TYPICAL SLEEPING
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RV PARK & CAMPGROUND — RETAIL
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The following SWOT analysis sets forth the key factors that a purchaser of the subject property would consider
when making an investment decision:

Strengths & . ¢ Excellent location as a tourism destination
Opportunities :
¢+ Expansive variety of lodging offerings

+ Ample amount of excess land suitable for future development and/or
expansion

¢+ Tourism to the market continues to be affected by local COVID-19
restrictions by the Navajo Nation

Weaknesses & * Property features all necessary ancillary offerings to support its offering as
Threats a self-contained resort

¢+ Market has low barriers to entry

¢+ Sprawling layout as a result of staggered construction that is suffering
from functional obsolescence

. FIGURE1-1  HISTORICAL AND PROJECTED ROOIVIS REVENUE (VIETRICS — CURRENT RESORT & VILLAS

e ONLY ; e e
Occupancy Average Rate RevPAR
Year Total % Change Total % Change Total % Change
Historical
2017 72.7 % - $169.78 —_ $123.44 —
2018 74.3 22 % 187.48 104 % 139.29 128 %
2019 72.2 (2.8) - 193.37 3.1 139.59 0.2
2020 18.3 (74.6) 14523 (24.9) 26.64 (80.9)
2021 35.6 939 162.69 12.0 57.86 117.2
Projected
2022/23 580% 63.1 % $191.02 174 % $110.79 915 %
2023/24 ] 70.0 20.7 205.25 7.5 143.68 29.7
2024/25 72.0 2.9 213.70 41 153.87 7.1
Stabilized 71.0 (1.4) 220.11 3.0 156.28 1.6
2026/27 71.0 0.0 226.72 3.0 160.97 3.0
March-2020 Summary of Salient Data and Condusions 19
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FIGURE1-2 HISTORICAL AND PROJECTED REVENUE, HOUSE PROFIT, AND EBITDA LESS REPLACEMENT .

RESERVE (NET INCOME) ,
Total Revenue House Profit House EBITDA Less Replacement Reserve
% Profit As a % of
Year Total Change Total % Change Ratio Total % Change  Ttl Rev
Historical 2017 522,955,000 - $7,023,000 - 306 % 55,070,000 - 21 %
2018 23,867,000 40 % 7,240,000 31 % 303 5,419,000 68 % 227
2019 24,382,000 2.2 7,244,000 0.1 29.7 4,970,000 (8.3) 20.4
2020 10,464,000 (57.1) 325,000 (95.5) 31 (800,000) (116.1) (7.6)
2021 15,661,000 49.7 3,474,000 968.9 22.2 1,854,000 331.8 11.8
Projected 2022/23  $22,663,000 47 % $5,082,000 463 % 224 % $2,806,000 513 % 124 %
2023/24 26,947,000 18.9 7,308,000 43.8 27.2 4,711,000 67.9 17.6
2024/25 28,708,000 6.5 8,275,000 13.2 28.9 5,534,000 17.5 194
2025/26 29,373,000 23 8,368,000 1.1 28.4 5,558,000 0.4 18.9
2026/27 30,255,000 3.0 8,620,000 3.0 28.5 5,726,000 3.0 19.0
2027/28 31,162,000 3.0 8,878,000 3.0 28.4 5,897,000 3.0 18.9
March-2020 Summary of Salient Data and Condusions 20
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‘ FIGURE1-3 SUMMARY OF INVESTMENT PARAMETERS AND MARKET VALUE OPINIONS

As Is

Date of Vaiue

March 16, 2020

Number of Rooms 152
combined fee
simple and
Interest Appraised leasehold
Exposure Time (Months) 41to 12
Approaches to Value
INCOME CAPITALIZATION APPROACH
Total Property Yield/Discount Rate 10.00 %
Applied Terminal Cap Rate 8.0
Transaction Costs 2.0
Initial Value Indication $64,900,000
Capital Deduction 0
Income Approach Value Conclusion $64,900,000
Per Room 427,000
Cap Rate - Historical EBITDA 7.7 %
Cap Rate - Year One EBITDA 43
Cap Rate - Deflated Stabilized EBITDA 7.5
SALES COMPARISON APPROACH N/A
COST APPROACH N/A
Excess Land Value $8,500,000
Reconclled Value Opinion
Real Property Value $71,420,000
Personal Property Value 1,980,000
intangible Property Value 0
Reconciled Value $73,400,000
Per Room 483,000

March-2020
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2. Nature of the Assignment

Subject of the ~ The subject of the appraisal is the combined fee simple and leasehold interest in a

Appraisal 670.65-acre site improved with a self-contained resort known as the Goulding's
Lodge. Roughly 633.16 acres are owned in fee simple interest, while 37.49 acres
reflect the leasehold interest. The land owned in fee is shown below, while the
leasehold land is adjacent.

March-2020 Nature of the Assignment 2 2
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The property features 152 lodging units in the hotel, villas, canyon apartments, and
gas station/airport area. The RV park and campgrounds included 97 units at the
time of inspection (66 RV spots, 27 tent sites, 3 cabins, and a home), with one -
additional home to be added in the near term.

As illustrated in the following image, the subject property encompasses several
businesses and offerings that make up a self-contained resort and supporting
cominunity area, measuring approximalely 670 acres.

The property was purchased by current ownership in 1981, at which time all that
existed were the upper lodge building (J), the restaurant (K), and the museum
buildings (M); both K and M were utilized for different purposes at the time, with M
being the original trading post. Property ownership has since constructed the
remainder of the property over time in order to create a tourism destination. The
subject property currently features several lodging types; an RV park and
campground (R}; two pool houses, one at the main Goulding's Lodge area (J) and
oneatthe RV park and campground; a restaurant (K); three exclusive cookout areas;
a gift shop (L); a theatre and two museum buildings (M); a grocery store (B); a
laundromat (C); a gas station (E); a car wash area that also features guestrooms for -
tour drivers (D); a small airport (G); a hangar and pilot's apartment (F); a sewer
lagoon (H); employee housing; and several hiking trails, as well as several
improvements that support the operation.

Furthermore, a hospital (N) and an abandoned school and church are excluded from
our analysis given their current ownership structure and/or lack of contribution.
We note that the villas were reportedly completed in 2018, and a luxury home at
the RV park was almost completed at the time of our inspection; however, we were
not provided with detailed, comprehensive, historical capital expenditures. It is
important to note that the inefficient, sprawling layout of the property, as well as
the inconsistent guestroom product, result in functional obsolescence.

March-2020
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Property
Rights Appraised

Given the presence of canyons and a variety of unique formations throughout the
site, the topography varies greatly. Roughly 400 acres of the 670-acre site are not
currently developed; however, only about 140 acres feature a topography that is
conducive for development. The specific locations of the site that could be conducive
for development are the vacant land to the northeast of the main lodge; the land
along the southern border of the site, adjacent to the canyon; and a portion of land
near the airport. For the purpose of this analysis, we have assumed that the planned
80-room resort hotel development would take place along the southern border of
the site, adjacent to the canyon, in order to provide an exclusive, high-end
experience on roughly 30 acres. Moreover, it is important to note that if the
development were constructed to the northeast of the main lodge or east of the
airport, this development would likely impede upon sweeping views of Monument
Valley, which is a major draw for the resort. The remaining portions not developed
(or not planned to be developed) feature rock formations, which limit the land's use
and/or would be expected to be preserved in order to maintain amenities and
offerings, such as hiking trails and sweeping views of Monument Valley. Thus, the
site includes excess land that has been valued separately and could be developed
with an upscale lodging facility, as well as surplus land that serves the greater resort.

The hotel also contains all necessary back-of-the-house space. The hotel's civic
address is 1000 Goulding's Trading Post Road, Oljato-Monument Valley, Utah
84536.

The subject property is appraised as an open and operating facility; however, as of
the date of this appraisal, the hotel's occupancy was below historical levels due to
the impact of the COVID-19 pandemic,

The property rights appraised include both the fee simple estate and the leasehold -
interest of the real and personal property. Please refer to the ownership discussion
in this chapter for a description of these interests. Fee simple estate is defined as

“absolute ownership unencumbered by any other interest or estate, subject only to

the limitations imposed by the governmental powers of taxation, eminent domain,
police power, and escheat.” Leasehold interest is defined as “the right held by the
lessee to use and occupy real estate for a stated term and under the conditions
specified in the lease.” :

There are two ground leases with the Navajo Nation. The first ground lease covers
24.56 acres along the northern portion of the airport grounds. This ground lease

allows property ownership to access water that is located on the subject site. The

agreement is between Goulding's Monument Valley Enterprises LLC (lessee) and
the Navajo Nation (lessor). The agreement was initially signed on jJanuary 2, 1988,
with the first term expiring in 2018. However, the agreement was modified on April
20, 2012, stipulating two renewal options with 20-year terms beginning in 2018,
whereas an annual payment of $34,500 is due in the first renewal period, and an
annual payment of $44,500 is due in the second renewal period. The revised
agreement does not stipulate annual increases. We note that historical payments
were difficult to derive from the provided financials given the lack of detail as it

! Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal
Institute, 2015).
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pertains to the ground lease payments. However, based on the provided agreement,
the total payment in 2021 was reportedly equal to $34,500. The agreement is not
transferable by the lessee; therefore, we have assumed that, upon a hypothetical
sale, the agreement would be terminated and that a buyer would enter into a new
agreement with Navajo Nation for onsite water access at similar terms.

A copy of the second ground lease was not provided to us; rather, we have relied
upon a provided summary of the ground leasc. This ground leasc, which is also with
the Navajo Nation (lessor), covers 9.92 acres along the sewer lagoon area. The
agreement was initially signed in January 1996, with the first term set to expire in
2016. However, the agreement was reportedly modified in March 2012, which
extended the agreement through December 31, 2031, and does not stipulate a
renewal option. On January 1, 2012, annual payments reportedly equaled
$26,833.96. Thereafter, annual payments reportedly increased with the Consumer
Price Index (CPI), U.S. City Average for all Urban Consumers. We note that the lease
cannot be transferred without written consent by the Navajo Nations Council. Given
the lack of detail provided for this ground lease, and that both ground lease
payments are historically combined into one line item, we have assumed the leases
would continue into the future at similar terms and have forecast these expenses in
line with inflation.

Additionally, a hospital building on site is being used as a satellite campus for a
regional university and is owned by the Utah Navajo Development Council (UNDC).
A transfer agreement dated December 1, 1999, transferred the RG] (grantor)
healthcare responsibilities to the San Juan Foundation Monument Valley Hospital
(grantee); however, these responsibilities were considered null upon the execution
of the right of first refusal agreement, dated October 1, 2002. Despite the rescinding
of responsibilities associated with the transfer agreement, hospital ownership is
required to pay the cost of waste-water services on a monthly basis. RG], however,
is responsible for the maintenance of the disposal system. The right of first refusal
stipulates that, should the property be sold or cease to be used for public purposes,
RG] would have the right of first refusal to purchase the property. Reportedly, RGJ
is interested in purchasing the property; however, the UNDC has remained
unresponsive. If the subject property were sold, we have assumed that the hospital
building would not transfer to new ownership; thus, it is excluded from our analysis.
Moreover, given that the hospital is currently owned by a different entity than that
of the seller, we have not considered this aspect of the property in our analysis. '

We note that property ownership has internal ownership agreements; however, we
have assumed that these would be terminated upon sale and that the property
would sell in fee-simple ownership rights, aside from the leasehold land noted
previously. ‘ :
The objective of the appraisal is to develop an opinion of the subject property’s “as
is” market value. The following definition of market value has been agreed upon by
the agencies that regulate federal financial institutions in the United States:

The most probable price that a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller
each acting prudently and knowledgeably, and assuming the price is not
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Pertinent Dates

Global Considerations

affected by undue stimulus. Implicit in this definition are the consummation
of a sale as of a specified date and the passing of title from seller to buyer
under conditions whereby:

buyer and seller are typically motivated;

2. both parties are well informed or well advised, and acting in what
they consider their own best interests;

3. areasonable time is allowed for exposure in the open market;

4, payment is made in terms of cash in U.S. dollars or in terms of
financial arrangements comparable thereto; and

5.  the price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions
granted by anyone associated with the sale.2

“As is” market value is defined by the Appraisal Institute as follows:

The estimate of the market value of real property in its current physical
condition, use, and zoning as of the appraisal date.?

The effective date of the "as is" market value opinion is March 16, 2020. The subject
property was inspected by Lauren Reynolds on March 16, 2022; the photographs in
this report reflect the condition of the property as observed on that date. Lauren
Reynolds participated in the research for this assignment and assisted in the
report’s preparation. McKenna Luke, MA], participated in the analysis and reviewed
the findings but did not personally inspect the property.

The hospitality industry has been, and continues to be, affected by a variety of
external factors that influence both the lodging and the investment markets. The
following paragraphs outline the global factors that are the most impactful to the
lodging industry as of the effective date of this report.

The COVID-19 pandemic began in early 2020 and has had a significant impact
throughout the world and on the respective economies. The onset of the pandemic.
resulted in decreased business activity, causing widespread economic hardships,
including increases in unemployment. The hospitality industry was severely
affected, as travel declined sharply and restrictions on group sizes resulted in the
cancellations of meetings, conventions, and events. The depth and duration of this
impact was influenced by the course of the pandemic and the nature and extent of
restrictions on business and travel activity. In most areas, the period of greatest
impact was 2020. With the availability of vaccines and lifting of restrictions,
conditions generally improved in 2021, although the Omicron variant slowed the
recovery in the latter part of the year. While the emergence of other variants may
influence the pace of the recovery, the prevailing market outlook is that the peak
impact of the pandemic on the travel industry is behind us. The U.S. economy is
recovering, and demand is anticipated to continue to strengthen. Our market

2 Federal Register, Vol. 75, No. 237, December 10, 2010: 77472. :
3 Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal

Institute, 2015).
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Regional COVID-19
Restrictions

-Exposure Period

research reflects a general expectation that the U.S. lodging market will recover to
2019 levels by 2023/24; the timing and pace of recovery for 1nd1v1dual markets will
vary based on market-specific characteristics and conditions.

The ongoing Russian invasion of Ukraine and the resulting war has given rise to
widespread economic and political uncertainty. In response to the conflict,
international travel has declined, with both inbound and outbound traffic dropping
sharply. Leisure demand in.the United States is expected to remain strong, as

_concerns about international destinations deter travel, particularly to Europe.

Gateway lodging markets are anticipated to experience the largest degree of impact.
However, the greatest economic impact is likely to result from the sanctions
imposed by the United States and other countries on Russia and the resulting
increase in energy prices and other costs of goods. Furthermore, logistical
limitations on exports from Ukraine may also affect the global supply chain and
prices. These conditions are expected to remain in place until the conflict is resolved
and/or sanctions are lifted, or the degree of uncertainty diminishes.

‘Exacerbated by rising oil and natural gas prices in the wake of the Russia-Ukraine

conflict, the inflationary trends that first emerged during the pandemic have
continued. Driven by supply-chain disruptions and pent-up consumer demand
during the pandemic, prices for most goods and services are increasing. Higher fuel
costs may affect both vehicle and air travel costs, which could in turn impact travel
and lodging demand. As of the current date, inflation levels are expected to remain
elevated in the near term. Over the longer term, inflation is anticipated to moderate
back to more normalized levels once supply disruptions resolve and as consumer
spending and investment slow following interest-rate hikes.

In preparing this report, we have considered the impact of these factors on the
lodging and investment markets to the best of our ability, inclusive of the subject of
this report. However, our analysis only considers what is known at the time of the
effective date of the report, and there is a high degree of uncertainty currently
influencing the market and the economy.

The Navajo Nation issued restrictions on mass gatherings as of March 19, 2020, and
a shelter-in-place order effective March 20, 2020, as a COVID-19 safety precaution.
The Navajo Nation issued a reopening plan beginning on November 15, 2020, under
the designated "Red Code,” which allowed businesses to operate at 25% occupancy.
On March 10, 2021, the Navajo Nation moved into the "Orange Code" for businesses,
allowing them to operate at 50% occupancy. On April 22, 2021, the Navajo Nation
moved restrictions to the "Yellow Code,” allowing businesses to operate at 75%
capacity. However, on August 12, 2021, the Navajo Nation reverted back to the
"Orange Code."” Restrictions were once again lessened on April 5, 2022, to the
"Yellow Code.”

Exposure period is defined as the estimated length of time that the property interest

. being appraised would have been offered on the market prior to the hypothetical

consummation of a sale at its market value, as of the date of value. The exposure
period reflects a retrospective opinion based on an analysis of past events and
assumes a competitive and open market.
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Continued strong operating performance through early 2020 supported a healthy
transaction market, as hotel properties were actively sought-after by investors and
as financing remained readily available from a variety of sources. However, the
presence of COVID-19 and the public fear of it spreading began to take a toll on the
U.S. hospitality industry in March 2020. As a result, the hotel transactions market
was brought to a virtual standstill by increased uncertainty regarding near-term
hotel performance and the potential for a wider economic impact. The transaction
market has shown recovery since the third quarter of 2020, with a considerable
spike registered in the second quarter of 2021 due to the sale of the Extended Stay
America portfolio. Marketing time remains low -for renovated, well-branded,
limited- and select-service hotels, while it remains extended for hotels that have
more significant challenges.

HVS collects survey data from brokers on the average exposure period prior to
closed sales. Surveys published by PWC and USRC poll market participants on
current marketing time; these surveys do not specify if marketing time refers to
experience or forward-looking expectations. Despite this lack of distinction, the
responses are informed to some degree by the respondents’ recent experience;
therefore, the data from those surveys are useful indicators of an appropriate
exposure period. ‘

According to the HVS Brokers Survey - Fall 2021, reported exposure periods
averaged 6.3 months for luxury/upper-upscale properties, 6.6 months for full-
service hotels, and 5.1 months for select-service hotels. Marketing time for
luxury/upper-upscale properties, full-service hotels, and select-service hotels
averaged 7.0, 6.8, and 4.8 months, respectively, according to the PWC Real Estate
Investor Survey - First Quarter 2022. USRC reported average marketing times of 6.9
and 5.6 months, respectively, for full-service and limited-service hotels in its Winter

. 2022 Hotel Investor Survey. Overall marketing time is averaging 8.3 months for

hotels, as reported by the RERC Real Estate Report for the fourth quarter of 2021.
The following table illustrates marketing and exposure periods reported in recent
surveys. :
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Marketing Period

FIGURE 2-1 EXPOSURE AND MMARKETING PERIODS (MONTHS)

HVS Brokers Survey  USRC Hotel Survey  PWC Investor Survey

Exposure Time Marketing Time Marketing Time
Property Type Fall 2021 Winter 2022 1st Quarter 2022
tuxury/Upper-Upscale 1.0t0 9.0 — 1.0to 12.0
Average ' . 6.3 - 7.0
Full-Service 2.0to 120 20to 12.0 1.0to 12.0
Average 6.6 6.9 6.8
Select-Service 1.0to 9.0 —_ . 10to 12.0
Average 5.1 L —_ 4.8
Limited-Service 1.0t0 9.0 2.0t0 9.0 2.0t0 12.0
Average 52 5.6 6.8

HVS Brokers Survey - Exposure Time (Months)

Limited-Service
Select-Service
Full-Service

Luxury/Upper-Upscale

Our opinion is that the exposure period for the subject property, prior to our date
of value, is estimated to be less than or equal to four to twelve months, which is
slightly extended given the additional due diligence and modestly smaller buyer
pool for the remote resort with a variety of revenue sources. The marketing and
sales process for hotels is extremely efficient. Brokers specializing in hotel
transactions actively solicit potential buyers on an ongoing basis and maintain
databases on hotel investor criteria. According to the brokers interviewed, the
current period from when a property is listed to when the sale closes is typically
four to eight months. Brokers are usually able to produce marketing materials, elicit
interest, schedule property tours, accept offers, and select a buyerin 45 to 120 days.
Following the execution of a purchase and sale agreement, the due diligence and
closing period is typically 45 to 90 days.

Marketing period refers to the amount of time necessary to market the hotel
subsequent to our date of value for it to secll for the appraised value; thus, it is a
prospective opinion. An opinion of marketing time is not a condition of, or directly
related to, market value. However, many clients specifically request, or have an
interest in, prospective marketing time. HVS regularly collects survey data from
brokers on anticipated marketing times; moreover, we have . reviewed the
previously presented survey data from PWC and USRC. The marketing period for
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the subject property, subsequent to our date of value, is estimated to be less than or
equal to four to twelve months.

The subject property is currently owned by Lafont Roland RG] Corporation, which
acquired the property in 1981 for an unreported price. Over the years, the property
has been expanded from a trading post, a limited hospitality offering, and a small
store to the expansive, mixed-use hospitality resort that exists today. Based on
discussions with ownership, the purchase appears to have been an arm's-length
transaction and was not affected by any concessions. We note that several
purchases and sales of various portions of land have occurred since 1981; however,
given that Utah is a non-disclosure state, this information was not available of our
review. Reportedly, the seller has verbally offered the property to the Navajo Nation
for $70,000,000. We note that several unsolicited offers to purchase the property
have occurred in recent years; however, additional details pertaining to these offers
were not disclosed as of the date of this report. Based on our conversations and
research, the subject property has not been openly marketed for sale. The "as is"
market value opinion in this appraisal is 5.0% (rounded) higher than the seller's
offer to the Navajo Nation. We note that $70,000,000 is the lowest that the seller is
willing to accept; furthermore, our analysis excludes an additional parcel that is
being included in the sale.

The subject resort property is currently owner-operated; however, our appraisal
assumes that the subject resort property will be managed by a professional hotel-
operating company, with fees deducted at rates consistent with current market
standards. Our projections reflect a total management fee of 3.0% of total revenues.
Please refer to the Income Capitalization Approach chapter for additional discussion
pertaining to our management fee assumptions.

The existing lodging options are not currently franchised with a national brand and
are expected to continue to operate without a brand affiliation throughout the
forecast period; therefore, the resort property will not be subject to franchise fees.
Moreover, the proposed resort hotel (as part of the subject property) would also be
expected to be operated independent of a brand affiliation throughout the forecast
period. :

Our forecast of income and expense incorporates a reserve for replacement in
recognition of the future renovation needs of the property.

The subject property is aremote resort that includes several lodging options (a main
lodge, villas, homes, and an RV campground that features tent sites, cabins, and RV
hookups), as well as supporting facilities for the resort and local community (a small
airport, employee housing, two vacant buildings, a grocery store, a laundromat, a
gas station, and other improvements that support the operation). The subject
resort's vast amenities and offerings, as well as its favorable location proximate to
the Monument Valley Tribal Park, make this property a notable tourist attraction in
the region. The remote resort area features roughly 400 acres of undeveloped land,
which is reportedly the only remaining land owned in fee-simple interest near the

~ Park. Of the undeveloped land, roughly 140 acres are considered to be excess or

surplus land, with topography that is conducive for development; of that land, about
30 acres would be developable in the near term.
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We note that a typical buyer would consider the age and sprawling configuration of
the existing improvements, which results in functional obsolescence, when
considering the expected investment returns. Moreover, the perspective of
potential buyers continues to be influenced by their expectations for the pace and -
timing of the ongoing recovery from the COVID-19 pandemic and the related
economic impact. It is our opinion that the most probable buyer of the subject
property would be a national or regional group that would consider the expansion
opportunities that are available at the subject property. This type of buyer would
seek to implement a third-party professional hotel operator and to maintain the
property's independent status.

This appraisal report is being prepared for use for the asset evaluation of the subject
property.

The client for this engagement is Navajo Nation Hospitality Enterprise. This report
is intended for the addressee firm and may not be distributed to or relied upon by
other persons or entities.

“Extraordinary Assurhption" is defined in USPAP as follows:

An assignment-specific assumption as of the effective date regarding
uncertain information used in an analysis which, if found to be false, could
alter the appraiser’s opinions or conclusions. Comment: Uncertain
information might include physical, legal, or economic characteristics of the
subject property; or conditions external to the property, such as market
conditions or trends; or the integrity of data used in an analysis.*

This analysis is based on the extraordinary assumption that the subjectland equates
to 633 acres owned in fee and 37 acres subject to ground leases. We were not
provided with a full survey, legal description, or other complete description of the
site; furthermore, we were not provided with a copy of each lease. As such, we have
assumed that the historical rent collection represents the full lease payment and
that the leases would continue throughout the projection period and extend (or be
extended) into the future. The analysis is also based on the extraordinary
assumption that the described improvements utilized in the excess land analysis
have been completed as of the prospective "when complete” date of value. The
reader should understand that the expansion related to the proposed 80-room
resort does not yet exist as of the date of appraisal. Our appraisal does not address
unforeseeable events that could alter the proposed project, and/or the market
conditions reflected in the analyses; we assume that no significant changes, other
than those anticipated and explained in this report, shall take place between the
date of inspection and date of prospective value. The use of these extraordinary
assumptions may have affected the assignment results. We have made no other
extraordinary assumptions specific to this appraisal. However, several important
general assumptions have been made that apply to this appraisal and our valuations

4The Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, 2020-2021
ed.
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Scope of Work

of proposed hotels in general. These aspects are set forth in the Assumptions and
Limiting Conditions chapter of this report.

The methodology used to develop this appraisal is based on the market research
and valuation techniques set forth in the textbooks authored by Hospitality
Valuation Services for the American Institute of Real Estate Appraisers and the
Appraisal Institute, entitled The Valuation of Hotels and Motels,5 Hotels & Motels:
Valuations and Market Studies,$ The Computerized Income Approach to Hotel/Motel
Market Studies and Valuations,” Hotels and Motels: A Guide to Market Analysis,
Investment Analysis, and Valuations,® and Hotels and Motels - Valuations and Market
Studies,® as well as in accordance with the Uniform System of Accounts for the
Lodging Industry (USALI).

1.  All information was collected and analyzed by the staff of TS Worldwide,
LLC. Information such as historical operating statements, management
agreements, site plans, floor plans, and leases, as applicable, were supplied
by the client or property management. However, some of the provided data
were limited; thus, this has been considered in our extraordinary
assumptions.

2. The subject site was evaluated from the viewpoint of its utility for the
development and operation of a resort property. The potential existence of
surplus or excess land was investigated. We have reviewed adjacent uses,
regional and local accessibility attributes, and visibility characteristics. A
study of the local neighborhood was undertaken to determine its
boundaries, land uses, recent developments, and life-cycle stage. Other
aspects of the land, such as soil and subsoil conditions, nuisances, hazards,
easements, encroachments, zoning, and the current flood zone of the
property, have been evaluated. '

3. The subject property's improvements were inspected to evaluate their
current condition, construction materials, and design and layout, including
any items of physical deterioration or functional obsolescence. A list of
facilities and amenities that the property offers has been compiled, and past
upgrades of each area of the resort property have been investigated. Recent
capital expenditures, as well as planned future upgrades, have been
reviewed. The remaining economic life of the hotel has been estimated.

4.  Economic and demographic statistics for the subject property’s market have
{ been reviewed to identify specific hostelry-related trends that may affect
1 1 o
5 St]ephen Rushmore, The Valuation of Hotels and Motels. (Chicago: American Institute of
Real Estate Appraisers, 1978). '
¢ Stephen Rushmore, Hotels, Motels and Restaurants: Valuations and Market Studies.
(Chicago: American Institute of Real Estate Appraisers, 1983).
7Stephen Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies and
Valuations. (Chicago: American Institute of Real Estate Appraisers, 1990).
8 Stephen Rushmore, Hotels and Motels: A Guide to Market Analysis, Investment Analysis,
and Valuations (Chicago: Appraisal Institute, 1992). -
9 Stephen Rushmore and Erich Baum, Hotels and Motels — Valuations and Market Studies.
(Chicago: Appraisal Institute, 2001).
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future demand. Workforce characteristics have been evaluated, including
employment trends by sector and unemployment rates. Major businesses
and industries operating in the local area were investigated, and local area
office statistics and trends were reviewed, as available. Passenger levels and
recent changes at the area’s pertinent airport have been researched, and
visitor demand generators have been identified and evaluated.

An STR Trend Report pertaining to historical trends in room-night supply,
demand, occupancy, average rate, and RevPAR for the subject property and
a group of selected competitors has been ordered and analyzed.
Performance levels for each of the competitive hotels/resorts have been
researched and/or estimated. Ownership, management, facilities,
renovations, and other pertinent factors for the competitive properties have
been investigated. Potential new hotel supply was researched and
quantified. Occupancy levels of the subject resort and its existing
competition provide a basis for quantifying eurrent accommodated demand
in the market. The market for hotel accommodations is segmented based on
the specific characteristics of the types of travelers utilizing the area's
hotels. By segmenting the demand accommodated by each hotel, the total
demand by market segment is quantified. The demand generated by each
market segment is then projected by year up through a point of hypothetical
market stabilization. Latent demand, if applicable, is estimated and added to
the base demand forecast, resulting in a forecast of overall occupancy for the
competitive market. ) '

Based on the physical, economic, financial, and legal factors influencing the
subject property, a conclusion regarding the property’s highest and best use,
as currently improved, was developed. The highest and best use of the
subject land, as if vacant, was also evaluated based on current real estate
trends and market conditions.

The subject resort's occupancy, including the villas but excluding the RV
park, was projected based on a forecast of overall market penetration, or
penetration by market segment. Average rate was projected based on
competitive positioning, through the application of an overall ADR
penetration rate, or penetration by each market segment’s average rate.

Historical revenue and expense statements for the subject resort have been
reviewed, analyzed, and compared to the financial performance of
comparable hotels. Inflation forecasts were researched, forming the basis
for our own forecast of inflation. A projection of revenue and expense was
prepared in accordance with the USALI, setting forth the anticipated
economic benefits of the subject property. All projections are expressed in
inflated dollars. Each line item has been reviewed individually. Amounts are

- forecast based on past performance, expected changes at the property in the

future, and comparable hotel performance levels. Property taxes are
forecast based on a review of past assessment levels, comparable hotel
assessments, and historical tax rates.

Our forecast of EBITDA Less Replacement Reserve (formerly referred to as
"net operating income”) for the subject property is capitalized into an
opinion of value via a ten-year discounted cash flow (DCF) analysis.
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. Pertinent direct capitalization rates are also revlewed, and trends in
terminal capitalization rates are researched and applied during this process.

10.  Asapplicable, sales of comparable hotels have been researched for the local
market and for the greater region as a whole. However, comparable sales
were not located, and given the non-disclosure nature of Utah, land sales
data were also not utilized in our excess land value. As such, the sales
comparison approach was not completed.

11.  The cost approach was deemed inapplicable in the valuation of the subject
property because it is not relied upon by investors in the valuation process;
moreover, it requires unsubstantiated calculations to derive an estimate of
assct depreciation. However, an analysis of the excess land was completed.
We note that comparable sales data were not available; thus, we utilized the
ground-rent capitalization method and the residual-land-value method. An
opinion of personal property value is presented.

12.  The appraisal considers the following three approaches to value: cost, sales
comparison, and income capitalization. We have investigated numerous
improved sales in the market area and have spoken with buyers, sellers,
brokers, property developers, and public officials. Because lodging facilities
are income-producing properties that are normally bought and sold based
on capitalization of their anticipated stabilized earning power, the greatest
weight is given to the value indicated by the income capitalization approach.
We find that most hotel investors employ a similar procedure in formulating
their purchase decisions; thus, the income capitalization approach most
closely reflects the rationale of typical buyers.

The results of the appraisal are based on this investigation and analysis and are
conveyed in this report. The analyses, opinions, and conclusions were developed
based on, and this report has been prepared in conformance with, our

‘interpretation of the guidelines and recommendations set forth in USPAP.
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3. Description of the Real Estate

LAND

LOCATION MAP

The suitability of the land for the operation of a remote resort is an important
consideration affecting the economic viability of a property and its overall value.
Factars such as size, topography, access, visibility, and the availability of utilities
have a direct impact on the desirability of a particular site.

The subject property comprises a large portion of the census-designated place
(CDP} known as the Oljato-Monument Valley, which is located to the southwest of
Mexican Hat, Utah, and lies directly along the Utah/Arizona border.
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The subject site measures approximately 670.65 acres, or 29,213,514 square feet.
The subject property comprises multiple tax parcels that are located throughout the
Oljato-Monument Valley area, as illustrated in the following table and map.
However, we were not provided with the exact acreage of the subject property, and
the assessor's records are incorrect because they total more than a section of land
(640 acres). Therefore, we have made the extraordinary assumption that the subject
land equates to 633 acres owned in fee-simple interest, less the hospital and a leased
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“parcel (Lot 10), and 37 acres subject to ground leases, for a total of 670 acres. The

adjacent uses of the overall resort parcel are set forth in the following table.

FIGURE3-1  SUBJECT MAIN PARCEL'S BOUNDARIES/ADJACENT USES

Direction Adjacent Use

North Vacant land

South Uta hIArizqna. Border
East Rockfall Road

West Vacanttand |

PLAT MAP
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Site Utility

Given the presence of canyons and a variety of unique formations throughout the

site, the topography varies greatly. Roughly 400 acres of the 670-acre site are not

currently developed; however, only about 140 acres feature a topography that is
conducive for development. The specific locations of the site that could be conducive
for development are the vacant land to the northeast of the main lodge; the land
along the southern border of the site, adjacent to the canyon; and a portion of land

near the airport. For the purpose of this analysis, we have assumed that the planned

80-room resort hotel development would take place along the southern border of

‘the site, adjacent to the canyon, in order to provide an exclusive, high-end

experience .on roughly 30 acres. Moreover, it is important to note that if the
development were constructed to the northeast of the main lodge or east of the
airport, this development would likely impede upon sweeping views of Monument
Valley, which is a major draw for the resort. The remaining portions not developed
(or not planned to be developed) feature rock formations, which limit the land's use
and/ar would be expected to be preserved in order to maintain amenities and
offerings, such as hiking trails and sweeping views of Monument Valley. Thus, the
site includes excess land that has been valued separately and could be developed
with an upscale lodging facility, as well as surplus land that serves the greater resort.
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'Access and Visibility

It is important to analyze the site with respect to regional and local transportation
routes and demand generators, including ease of access. The subject site is readily
accessible to a variety of local and county roads, as well as state and interstate
highways. The subject property's market is served by a variety of additional local
routes, which are illustrated on the map.

MAP OF REGIONAL ACCESS ROUTES
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Primary regional access thrdugh the area is provided by U.S. Highway 163, which
connects to U.S. Highway 191, U.S. Highway 160, and County Highway 162. These
highways extend to Moab to the north and Flagstaff, Arizona, to the south. It.is

" important to note that a road extending from Oljato-Monument Valley to Page,

Arizona, will reportedly be constructed within the next five years, thus increasing
traffic through the subject market significantly. ' :

Primary vehicular access to the majority of the property is provided by Monument
Valley Clinic Road/Rock Door Canyon Road. From Monument Valley Clinic-Road,
Goulding's Trading Post Road can be accessed, which leads directly to the main
lodge, restaurant, gift shop, and the museum improvements. The villas, select
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Airport Access

Neighborhood

employee housing, two rentable homes, and several buildings related to tour vehicle
maintenance are accessed from Oljato Road, which is connected to Monument
Valley Clinic Road. The airport, the RV park and campground, additional employee
housing, the hospital, and additional lodging and back-of-house and
storage/maintenance-related improvements are accessed by Monument Valley
Clinic Road/Rock Door Canyon Road. Furthermore, Monument Valley Clinic Road
leads to an unpaved path that leads to three cookout areas along the southern side
of the canyons located on the property, near the Utah/Arizona state border. With
the exception of the cookout areas, all improvements benefit from excellent
visibility and accessibility attributes. The cookout locations, which are intended to
provide a remote, exclusive experience, feature fair visibility and accessibility
attributes, but this bolsters the unique experience that these amenities are intended
to offer guests. '

We note that the subject property features a small airport that includes one hangar;
however, there is no fuel available, and the airport does not offer tie-downs. The
airport does, however, feature a self-calling intercom for weather information.
Moreover, this airport does not service commercial flights; reportedly, it is used on
a rare basis to support the owner's use and that of select guests. The closest
commercial airports are the Page Municipal Airport and the Durango-La Plata
County Airport, which are located approximately 70 and 120 miles to the west and
northeast of the subject site, respectively.

The neighborhood surrounding a lodging facility often has an impact on a hotel's
status, image, class, style of operation, and sometimes its ability to attract and
properly serve a particular market segment.

The subject property is located within the Oljato-Monument Valley area, roughly 75
miles southwest of Monticello, Utah, the closest urbanized area in the region. As
noted previously, the subject property comprises a total of 670 acres of land near
the Utah/Arizona state border. The subject property is surrounded by canyons and
dry dessert conditions, featuring sweeping views of Monument Valley, which is a
famous location for movie filming. The dessert environment and associated canyons
and dramatic landscapes attract tourists from all over the world. The subject
property encompasses a large portion of Oljato-Monument Valley, essentially
forming a self-contained resort. Since its opening, the Valley has experienced
significant growth as a result of property ownership's investment into the area,
which has resulted in more than four lodging types, a small airport, a restaurant, a
gift shop, a theatre, museum buildings, a gas station, a grocery store, a laundromat,
and several improvements aimed at supporting the local operations. Thus, the

 amenities and offerings not only serve guests, but also the regional community and

employees.
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While no particular developments or construction efforts were observed as taking
place within this neighborhood at the time of our fieldwork, the property features
several acres of excess land that could be sold and developed for an alternate use.
We note that the Navajo Nation plans to develop an 80-room resort, which we have
assumed would take place along the southern border of the site, adjacent to the
canyon. Overall, the supportive nature of the ancillary offerings and amenities on
the subject site are considered appropriate for and conducive to the operation of a
resort that is located in a rural area. :
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The subject resort property is the area's primary generator of lodging demand;
however, additional demand generators are located throughout the region. A
sample of these demand generators is reflected on the following map, including

_respective distances from and drive times to the subject property. Overall, the

subject property is well situated with respect to demand generators.-
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ACCESS TO DEMAND GENERATORS AND ATTRACTIONS
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Utilities

Soil and
Subsoil Conditions

According to property ownership, the subject site is served by all necessary utilities.

Geological and soil reports were not provided to us or made available for our review
during the preparation of this report. We are not qualified to evaluate soil conditions
other than by a visual inspection of the surface. We note that a gas station is located
on the site; however, no extraordinary conditions were apparent.
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Nuisances
and Hazards

Flood Zone

Zoning

Easements and

Encroachments

Land Conclusion

Improvements

We were not informed of any site-specific nuisances or hazards, and there were no
visible signs of toxic ground contaminants at the time of our inspection. We note
that the gas station underwent a comprehensive renovation in 2020, which resulted
in moving all gasoline storage to above ground. According to ownership, the gas
station is in full compliance with standards as of the date of this report. However,
because we are not experts in this field, we do not warrant the absence of hazardous
waste and urge the reader to obtain an independent analysis of these factors.

According to the Federal Emergency Management Agency, the ﬂood zone of the
subject site is not determined.

According to the San Juan County planning office, the resort is not subject to zoning
restrictions. Reportedly, the property was established prior to the establishment of
Navajo Reserve Land zoning; therefore, in addition to not being subject to county
zoning restrictions, the resort is also not subject to Navajo Nation zoning
restrictions.

We assume that all necessary permits and approvals have been secured (including
the appropriate liquor license as applicable) and that the subject property was
constructed in accordance with local zoning ordinances, building codes, and all
other applicable regulations. Qur zoning analysis should be verified before any
physical changes are made to the site.

We note that an access easement with San Juan County along Rock Door Canyon
Road/Monument Valley Clinic Road provides access to a parcel that is improved
with the hospital owned by the Utah Navajo Development Council (UNDC). A second
access easement with San Juan County is present along Oljato Road, which provides
access to the sewer treatment facility, villas, employee housing, and automotive-
related buildings. These access easements do not significantly affect its utility or
marketability.

We have analyzed the issues of size, topography, access, visibility, and the
availability of utilities. The subject resort property serves as the most popular
tourist destination in San Juan County, which makes it one of the foremost demand
generators in the region. In general, the site is well suited for a mixed-use resort,
with acceptable access, visibility, and topography for an effective operation.

The quality of a lodging facility's physical improvements has a direct influence on
its marketability and attainable occupancy and average rate. The design and
functionality of the structure can also affect operating efficiency and overall
profitability. :

" March-2020

Description of the Real Estate 4 4
Goulding's Lodge — Oljato-Monument Valley, Utah




COVID-19 Operations

Property Overview

The subject property was inspected by Lauren Reynolds on March 16, 2022; the
photographs in this report reflect the condition of the property as observed on that
date. :

Although the subject property is not located 'on Navajo Réserve Land, given that the
property is surrounded by Navajo Reserve Land, property ownership has chosen to
comply with select Navajo Nation restrictions, including the continued
implementation of a mask mandate. However, the subject resort has not been
subject to the same occupancy restrictions required for lodging facilities on Navajo
Nation Reserve land. Market participants noted that the Navajo Nation is expected
to transition into the "Green Code" in the coming months; however, an official
timeline for the full rescinding of all restrictions had yet to be announced as of the
date of this report. Furthermore, it is important to note that tours provided by the
subject resort are typically in Monument Valley, which is a Navajo Tribal Park.
Following the onset of the COVID-19 pandemic, the Navajo Nation closed Monument
Valley to visitors, halting nearly all tours provided by the subject resort. However,
property ownership shifted to onsite tours through the canyons that are located on
the property to maintain this amenity offering. The Monument Valley Tribal Park
was reopened to the public in the late summer of 2021.

The Goulding's Lodge is a full-service, self-contained resort containing 152 total
rentable units. As illustrated in the following image, the subject property
encompasses several businesses and offerings that comprise a self-contained resort
and supporting community area on roughly 670 acres. The property was purchased
by current ownership in 1981, at which time all that existed were the upper lodge
building (J), the restaurant (K}, and the museum buildings (M); both K and M were
utilized for different purposes at the time, with M being the original trading post.
Property ownership has since constructed the remainder of the property over time
in order to create a tourism destination. The subject property currently features
several lodging types; an RV park and campground (R); two pool houses, one at the
main Goulding's ‘Lodge area (J) and one at the RV park and campground; a
restaurant (K); three exclusive cookout areas; a gift shop (L); a theatre and two
museum buildings {M); a grocery store (B); alaundromat (C); a gas station (E); a car
wash area that also features guestrooms for tour drivers (D); a small airport (G); a
hangar and pilot’s apartment (F); a sewer lagoon (H); employee housing; and
several hiking trails, as well as several improvements that support the operation. _

Furthermore, a hospital (N) and an abandoned school and church are excluded from
our analysis given their current ownership structure and/or lack of contribution.
We note that the villas were reportedly completed in 2018, and a luxury home at
the RV park was almost completed at the time of our inspection; however, we were
not provided with detailed, comprehensive, historical capital expenditures. It is
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important to note that the inefficient, sprawling layout of the property, as well as

the inconsistent guestroom product, result in functional obsolescence.

OVERVIEW MAP OF PROPERTY
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MAIN LODGE ~ FRONT OF HOTEL

Summary of the
Facilities

MAIN LODGE — BACK OF HOTEL

——r L —pr—— - p— A e e e g

Based on our research and information provided by management representatives
of the subject property, the following table summarizes the facilities available at the
subject property.
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FIGURE3-2  FACILITIES SUMMARY - LODGING

Guestroom Configuration

Number of Units Subtotals

Lodge Rooms
Queen/Queen
King + Twin Sofa Bed
Queen
Cabins
Famity Suites {Q/Q + Twin Sofa Bed)

Yilla Complex
One Bedroom (Q/Q + Twin Sofa Bed)

Two-Bedroom Homes

Canven Apartments

Two-Bedroom Fourplex {4 guestrooms)
One-Bedroom Fourplex {4 guestrooms)
House

- Duplex (2 guestrooms)

Red Rock Home

Gas Station/Alrport (Support Rooms)
Hangar Apartment {Q/Q + Twin Sofa Bed)
Studio Guestrooms/Triple R

RV.Park & Campground
Studio Cabins

Luxury Home (Opens 2022)
RV Spots

Tent Sites

Mobile Home

33

NN Do

HNI—'#&. N&

o

Total
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FIGURE3-3 _FACILITIES SUMMARY ~ CONT.

Food & Beverage Facilities Seating Capacity

Stagecoach Restaurant . , 136
Gas Station Food and Beverage Outlet None
Grocery Store Bakery None

Amenlties & Services

Guest Laundry Room (RV Park) Grocery Store
Outdoor Barhecue Areas laundromat
Retail {RV Park) Gas Service Station
Two indoor Swimming Pools Gift Shop
Lobby Workstation Museum

Alrport

Employee Housing Units/Owner Units Units Bedrooms

Villa Complex

Employee Home 1 3
Employee Home 1 - 3
Employee Home . 1 3

Canyon Apartments Area

Employee Home
Employee Home
Employee Home
Employee Home
Employee Home
Employee Home

Tota} o 10 ‘29

Infrastructure
Elevators None
Life-Safety Systems Smoke Detectors
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Site Improvementsand ~ Once guests enter the subject property, ample parking is available, free of charge,

Hotel Structure on the surface lots near each building area. The parking areas were in good
condition. Signage is located at the entrance of the subject site and appropriately
placed throughout the site for each part of the property, including the gas station,
grocery store, villas, and RV park and campground. The site's landscaping and
sidewalks were in overall good condition upon our inspection.
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The subject property comprises approximately 121 separate structures in total, as
illustrated in the following images, ranging in height from one to two stories. The
main hotel area consists of the two main lodge buildings (1 and 2), the restaurant
(4), the gift shop and administrative offices (3), the pool house (11}, two cabins (5
and 6), a theatre (7), a bathhouse for guests and bathroom breaks on tours (10), and
two museum buildings (7 and 9). The buildings' exteriors were in good condition;
there were no major problems observed or reported pertaining to the
improvements' exterior finishes. The stairways are functional, appearing to be well
kept upon inspection. According to management, the roofs are in good condition
with no deficiencies. There were no problems reported with the buildings’
foundations, structures, or windows; furthermore, we did not observe any
deficiencies with these areas.

OVERVIEW MAP OF MAIN LODGE AREA

The gas station (13) features a car wash (12) and four guestrooms for tour bus
drivers. The gas station also has a storage building (14). The one-bedroom villas
(17) are located to the north of the gracery store (15) and laundromat (16). We note
that the southern half of the villas feature kitchens that do not include cooktops,
while the remaining portion provide full kitchens, including a cooktop; there are 68
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villas in total. West of the villas are three homes; one home (19) is for property
ownership, while the remaining two homes (20 and 21) are considered rentable
units. We note that we were not able to inspect these homes; however, they are
reportedly in good condition. The back-of-the-house laundry building (18) services
the villas and the Goulding's Lodge rooms and cabins. An additional employee house
(22), tour offices within a former home (23), a two-car parking garage (25), and a
vehicle maintenance building (24) are located to the north of the villas.

OVERVIEW MIAP OF GAS STATION & VILLA AREA

:

1

3s.
I4s
[ 3
[
~
I,
"

Fay

.

March-2020 » Description of the Real Estate 52
Gouldmg s Lodge - Oljato-Monument Valley, Utah




The private airport features a hangar (53) that includes an attached one-bedroom
apartment for pilots. To the west, lies a sewage lagoon (52) that is used for the entire
property. Additionally, a second bathhouse (54) is located to the southwest of the
hangar to provide bathrooms for those arriving to the airport and for tour groups,
as well as a large hogan (55)—a traditional dwelling of the Navajo people— that
serves as a tourist attraction.

OVERVIEW WIAP OF AIRPORT AREA
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Additional buildings along Monument Valley Clinic Road/Rock Door Canyon Road
going west include an abandoned church (30), maintenance buildings (27, 28, and
29), employee homes (37, 38, 39, 34, and 33), two fourplexes (36 and 41), and one
duplex (40). One fourplex comprises four one-bedroom guestrooms, while the
second comprises four two-bedroom guestrooms, It is important to note that-the
employee home (39) is occasionally included in the rental pool as a rentable unit.
Furthermore, the area includes a former fire station (35), which is used for
additional back-of-the-house laundry for the rentable units in the immediate area;
an additional rentable home (32); and a warehouse (31) that contains additional
storage and kitchen space on the first floor and houses the IT employee's office on
the second floor.

OVERVIEW MAP OF AIRPORT AREA
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The RV park and campground features 66 RV sites (43), 27 tent sites (44), 3 studio
cabins (45, 46, and 47), a home (48), a rental home (51), and an abandoned school
building with an outdoor basketball court (42). The luxury rental home (51) had
been recently constructed at the time of our inspection; according to property
ownership, five more days of work remained before it could be considered
completed and included in the total number of rentable units. A check-in building
that features a pool area and guest showers, as well as additional retail space, is
located at the entrance to the site (49). A lobby workstation is also located in the
check-in building. Lastly, the second building at the entrance to the site (50)
provides additional showers for the public and for employees and includes a
uniform and laundry room for employees.

OVERVIEW MAP OF RV PARK & CAMPGROUND
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Three exclusive cookout canopies are located along the southern side of the canyons
(56), near the Utah/Arizona border, although only one cookout area can be seen on
GIS imaging. The buildings' exteriors were in overall good condition, aside from the
abandoned school and church buildings, which were considered to be in fair
condition; otherwise, there were no major problems observed or reported
pertaining to the exterior finishes. We note that we were able to inspect the interior
of the school building; however, we were only able to inspect the exterior of the
church building. Moreover, we were not able to inspect any of the employee housing
given that they were occupied at the time of our inspection. According to property
ownership, these homes are in good condition. The property's stairways are
functional, appearing to be well kept upon inspection. According to ownership, the
roofs are in good condition with no deficiencies noted. There were no problems
reported with the buildings’ foundations, structures, or windows; furthermore, we
did not observe any deficiencies with these areas. '

OVERVIEW MAP OF EXCLUSIVE COOKOUT AREA
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The following pictures are of the main lodge’s check-in area and lobby.

MAIN LODGE LOBBY SEATING AREA FRONT DESK

Lodging Options

The property features a wide variety of lodging types including standard and suite-
style lodge rooms, entire homes, villas, studio cabins, apartments, fourplexes, and a
duplex. Notably, the suite-style and standard guestrooms in the two main lodge
buildings offer sweeping views of Monument Valley. Moreover, half of the 68 villas
feature a kitchen with no cooktop, while the remaining villas provide kitchens with
a cooktop. Otherwise, all villas feature an identical configuration with two queen
beds, one in the living area and one in a separate bedroom. The home configurations
vary; however, all but one are one story in height, with the outlier being two stories
in height. Also, there are four guestrooms adjacent to the car wash; two of these
guestrooms feature an interior-corridor configuration and are the only interior-
corridor guestrooms on the property. We note that the lodging options were
constructed over a long period of time, with the main lodge rooms being the oldest,
and the villas and one luxury home (located in the RV park]) being the most recently
constructed. As such, the lodging offerings range in overall condition from good to
excellent.

All guestroom bathrooms are of standard sizes, featuring a shower-in-tub and
single-sink vanity area. Giving the phased construction of the property, the finishes
and fixtures vary, as well as the corresponding conditions of these components. The
conditions range from good to excellent, similar to the guestrooms.
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The exterior guestroom corridors of the main lodges are wide and functional,
permitting the easy passage of housekeeping carts. The remaining lodging options
require housekeeping vehicles to bring necessary supplies to the front door of the
rentable unit. Moreover, two guestrooms feature an interior-corridor configuration,
as noted previously. Overall, the guestroom corridors, both exterior and interior,
were in good condition. '

As noted previously, the RV park and campground provides 66 RV spots, 27 tent
sites, 3 studio cabins, and a home, as well as a luxury rental home that was five days
from being completed at the time of our inspection. All RV spots feature full hookups
for cable television, water, 50-amp power, and sewer. Tent sites are flatand include
picnic tables and grills. Cabins and homes include private bathrooms, kitchens or
kitchenettes, and outdoor spaces. All guests who stay at the RV park and
campgrounds have access to bathrooms, showers, a retail area, an additional guest
laundry area, a lobby workstation, an indoor pool, and picnic areas. Wi-Fi is also
available to guests. ' ' '
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FIGURE3-4  SUMMARY OF ROOM TYPES ) | | _
Guestroom Configuration Number of Units Subtotals
Lodee Reoms 63
Queen/Queen 33
King + Twin Sofa Bed 20
Queen 8
Cabins - 2
Family Suites (Q/Q + Twin Sofa Bed) 2
Yilla Complex 20
One Bedroom {Q/Q + Twin Sofa Bed) 68
Two-Bedroom Homes 2
Canyon Anartments 12
Two-Bedroom Fourplex {4 guestrooms) 4
One-Bedroom Fourplex (4 guestrooms) 4
House S 1
Duplex {2 guestrooms) 2
Red Rock Home 1
Gas Station/Alrport {Support Rooms} 5
Hangar Apartment (Q/Q + Twin Sofa Bed) 1
Studio Guestrooms/Triple R 4
RV Park & Campzround 8
Studio Cabins 3
Luxury Home {Opens 2022) 1
RV Spots 66
Tent Sites 27
Mobile Home 1
Total 250
The following photos provide a snapshot of the resort’s lodging offerings.
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VILLAS — TYPICAL EXTERIOR VILLAS — TYPICAL SLEEPING
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DUPLEX-FRONT - DUPLEX - TYPICAL éUESTROOM
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LUXURY HOME NEAR WAREHOUSE

LUXURY HOME - TYPICAL GUESTROOM
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AIRPORT APARTIMIENT — SLEEPING AIRPORT APARTIVIENT — BATH
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GAS STATION ROOM - TYPICAL SLEEPING GAS STATION ROOM — TYPICAL LIVING
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RV PARK & CAMPGROUND — LUXURY HOME RV PARK & CAMPGROUND — CABIN
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Food and Beverage The property's restaurant was one of the first improvements of the Goulding's site.

Facilities The restaurant features one main kitchen area, which services the main dining
room, and a second smaller kitchen for the private dining area. According to
property ownership, this space is a popular option for groups, as it features
sweeping views of Monument Valley. The exact square footage of the space was not
available. It is important to note that the space has not been used for public events
or group meetings since the onset of the COVID-19 pandemic. The property also
offers a bakery in the grocery store and to-go hot food in the gas station. The size
and layout of each facility are appropriate for the food and beverage (F&B) service
offered by the property, and the furnishings and finishes were in good condition
upon our inspection.

FIGURE3-5 SUMMARY OF FOOD AND BEVERAGE OUTLETS

Food & Beverage Facilities Seating Capacity

Stagecoach Restaurant ' : 136

Gas Station Food and Beverage Outlet None

Grocery Store Bakery ' None
RESTAURANT PRIVATE DINING AREA
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Private Dining Space

Additional Facilities
and Amenities

- As noted previously, the property provides private dining space in the restaurant

building, which features expansive views of Monument Valley. The space was in
good condition upon inspection. Furthermore, outdoor spaces are available in three
cookout locations along the southern border of onsite canyons, near the
Utah/Arizona state border. These spaces offer an exclusive experience for guests
and have reportedly been a popular amenity since the onset of the COVID-19
pandemic. These spaces were in good condition upon inspection, as well.

The property features two indoor pools, three outdoor barbecue areas, a theatre,
and a museum {comprising two buildings). Reportedly, a fitness room was located
on the first floor of the gift shop (which also includes administrative offices) but was
reportedly removed in recent years because of the limited usage; as such, it was
converted to additional office space. The property does not have a dedicated
business center; however, a single-computer workstation is located in the main
check-in area at the RV park and campground.

As noted previously, the property features a grocery store, a laundromat, a
gas/service station, a gift shop, a retail area for the RV park, and a vending machine
in each of the two main lodge buildings. The grocery store and laundromat are
adjacent to one another and are located to the south of the villas, near the main
entrance to the resort community along Monument Valley Clinic Road. The grocery
store and laundromat are two separate one-story buildings. The grocery store offers

. amovie-rental area, a bakery, produce and meat sections, and other typical grocery

items. The laundromat provides several washers and dryers, as well as detergent
for purchase, It is important to note that locals/employees use these facilities
frequently; thus, revenues have remained fairly stable during the pandemic..

FIGURE 3-6 SUMMARY OF AMENITIES AND SERVICES

Back-of-the-House

Amenities & Services

Guest LaundryRoom (RV Park) Grocery Store
Outdoor Barbecue Areas taundromat

Retail (RV Park) - Gas Service Station
Two Indoor Swimming Poals Gift Shop

Lobby Workstation - Museum

Airport

The subject property is served by the necessary back-of-the-house space, including

several in-house laundry facilities, administrative offices, and several full-service
kitchens. The restaurant kitchen is located adjacent to the main dining room, while
the second restaurant kitchen area is located adjacent to the meeting room/private
dining area. An additional kitchen is located in the warehouse on the first floor in
order to provide additional back-of-the-house support for large events or tour
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groups, depending on what is requested by the group. A kitchen is also located in
the gas service station in order to service the F&B offering, while two kitchens are
located in the grocery store to serve the bakery, meat, and produce sections. The
kitchen facilities are appropriate for the scopes of services provided, appearing to
be in good condition; no significant or persistent problems were reported by
property management.

The grocery store features the necessary loading dock needed for product delivery,
and the gas service station features above-ground storage tanks for gasoline. The
laundry facility located near the villas contains two large-capacity washers, two
large-capacity dryers, and an industrial iron. The laundry facility located near the
hospital contains five large-capacity washers, four large-capacity dryers, and an
industrial iron. The laundry facility located at the RV park in the shower building

contains two large-capacity washers and one large-capacity dryer for personal

employee use, as well as for the washing of employee uniforms. In the check-in
building located at the RV park, an additional laundry facility contains four large-
capacity washers and four large-capacity dryers. The property's back-of-the-house
equipment and appliances were reported to be operational at the time of inspection,
appearing to be in good condition. :
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LAUNDRY (NEAR VILLAS) ' RESTAURANT KITCHEN/FOOD PREP AREA
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LAUNDRY (EIVIPLOYEE PERSONAL USE) GAS STATION KITCHEN/FOOD PREP AREA

ADA and According to information provided by management representatives, there are no
Environmental environmental hazards present in the subject property's improvements, nor did we
observe any. All underground gas storage tanks were reportedly removed, with no
environmental issues, and the current above-ground tanks have no reported issues.
The property reportedly complies with the Americans with Disabilities Act,
including ADA-mandated pool lifts, which were reportedly held in storage at the
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Functional
Obsolescence

Effective Age and
Remaining Economic
Life

Capital Expenditures

time of inspection. Reportedly, the pool lifts are able to be brought out of storage
when needed.

Given the subject property’s phased construction over the course of several
decades, the property's layout exhibits varying degrees of functional obsolescence.
This construction resulted in an inefficient layout of the restaurant, lobby, ancillary
businesses and improvements, and other public areas in relation to the guestrooms
and other revenue centers. Additionally, the exterior walkways for the vast majority
of the guestrooms and rentable units are considered obsolete given current design
standards and the costly maintenance required by the covered paths. Providing
housekeeping service to the various units, which are spread out across the resort
community, is particularly challenging and requires housekeeping vehicles. As
mentioned previously, there is an abandoned school building north of the RV park
and campground. This building is in disrepair and would require extensive
renovations to be brought up to working order; however, this building is not directly
considered in our analysis. It should be noted that the overall property layout also
provides numerous walking and hiking paths that enhance the appeal of the
property, as these paths lead to sweeping views of Monument Valley and the
surrounding landscape.

Our opinion of effective age and remaining economic life for the building is
presented as follows.

FIGURE 3-7 _ EFFECTIVE AGE AND REMAINING ECONOMIC LIFE

Typical Economic Life 45 Years
Chronological Age 1-66
Effective Age 25
Remaining Economic Life 20

Hotels are typically renewed on a regular basis. With good ongoing maintenance
and regular upgrading, the remaining economic life can be periodically extended.

We were not provided with detailed, comprehensive, historical capital
expenditures; however, according to property ownership, updates are completed
each year as needed in order to maintain the property's good condition. According
to property ownership, a luxury home was constructed to the south of Monument
Valley Clinic Road, across from the hospital, roughly two years ago. Moreover, as of
the date of our inspection, the softgoods in the two main lodge buildings were being
replaced. As noted previously, a luxury rental home was constructed in the RV park

and campground area in the year-to-date 2022 period and was said to be days away

from opening pending the installation of some FF&E.
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Improvements
Conclusion

Our forecast of income and expense incorporates a reserve for replacement in
recognition of the future renovation needs of the property and has consider the
update needs in our selected valuation parameters. Our appraisal also assumes an
ongoing preventive maintenance program and appropriate management and
ownership oversight. The reserve for replacement is consistent with accepted
industry norms for a property of this type. Investors also recognize that additional

capital may be required over the holding period; this expectation is factored into.

their return requirements. Our selected discount and capitalization rates are based
on market requirements, implicitly considering potential additional capital
investments that may be required during the holding period.

Overall, the subject property offers a unique product offering with a variety of
lodging options to choose from, while simultaneously providing a tourism
destination for guests. Strengths of the physical asset include its large variety of
product offerings and businesses that contribute to the property's overall appeal as
a tourism destination. A significant weakness noted was the property's inefficient
layout and phased construction over many years, which has resulted in functional
obsolescence.
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‘ Market Area Definition

4. Mark et Area Analysis

The economic vitality of the market area and neighborhood surrounding the subject
property is an important consideration in forecasting lodging demand and income
potential. Economic and demographic trends that reflect the amount of visitation
provide a basis from which to project lodging demand. The purpose of the market
area analysis is to review available economic and demographic data to determine
whether the local market will undergo economic growth, stabilize, or decline. In
addition to predicting the direction of the economy, the rate of change must be
quantified. These trends are then correlated based on their propensity to reflect
variations in lodging demand, with the objective of forecasting the amount of
growth or decline in visitation by individual market segment (e.g., commercial,
meeting and group, and leisure).

The market area for a lodging facility is the geographical region where the sources
of demand and the competitive supply are located. The subject property is located
inthe designed area of Oljato-Monument Valley, the county of San Juan, and the state
of Utah. Oljato-Monument Valley is located in southern San Juan County, along the
Utah/Arizona state border. The area is surrounded by and integrated with Navajo
Reserve Land and thousands of square miles of red rock landscapes, open land, and
hiking trails, as well as state and national parks to the west and north. Monument
Valley is known for its sweeping, iconic views of local canyons; moreover, it is as a
famous set for filming movies. Although this area has not garnered as much fame as
its neighbor, Moab, the development of Goulding's Lodge over the years has gained
traction and worldwide recognition as one of San Juan County's growing tourism
destinations. Tourism is the largest economic driver in the market.
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The following exhibit illustrates the market area.
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Economic and
Demographic Review

A primary source of economic and demographic statistics used in this analysis is the
Complete Economic and Demographic Data Source published by Woods & Poole
Economics, Inc.—a well-regarded forecasting service based in Washington, D.C.

‘Using a database containing more than 900 variables for each county in the nation,

Woods & Poole employs a sophisticated regional model to forecast economic and
demographic trends. Historical statistics are based on census data and information
published by the Bureau of Economic Analysis. Projections are formulated by
Woods & Poole, and all dollar amounts have been adjusted for inflation, thus

reflecting real change.

These data are summarized in the following table.
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FIGURE4-1 ECONOMIC AND DEMOGRAPHIC DATA SUMMARY

Average Annual
Compounded Change
2010 2019 2021 2026 2010-19 2019-21 2021-26

Resident Population (Thousands)

San juan County 14.8 153 . 15.4 15.8 04 % 04 % 04 %

State of Utah 2,775.3 3,206.0 3,286.5 3,509.3 16 1.2 13

United States 309,321.6 328,241.4 332,219.5 343,776.8 0.7 0.6 0.7

. Per-Capita Personal Income* '

San Juan County $22,386 $25,557 $26,128 $28,960 15 11 2.1

State of Utah 33,599 44,550 46,232 50,620 3.2 19 1.8

United States 42,366 51,424 53,262 57,739 22 18 1.6
WE&P Wealth Index

San Juan County 58.6 554 549 55.8 {0.6) (0.4) 0.3

State of Utah 86.1 93.6 93.7 943 0.9 0.1 0.1

United States 100.0 100.0 100.0 100.0 {0.0) 0.0 0.0
Food and Beverage Sales (Millions)*

San Juan County $32 $17 $18 $21 (6.7) 32 2.6

State of Utah 3,280 5,213 5,530 6,412 53 3.0 3.0

United States 475,553 683,513 718,507 814,042 4.1 25 25
Total Retall Sales (Milllons)*

San Juan County $89 - $113 $119 $130 2.8 2.6 1.7

State of Utah 39,223 55,505 59,344 67,393 39 34 2.6

United States 4,387,108 5,538,706 5,846,867 6,434,974 2.6 2.7 19

*Inflation Adjusted
Source: Woods & Poole Economics, Inc.

The U.S. population grew at an average annual compounded rate of 0.7% from 2010
through 2021. The county’s population has grown more slowly than the nation’s
population; the average annual growth rate of 0.4% between 2010 and 2021 reflects
a gradually expanding area. Following this population trend, per-capita personal
income increased slowly, at 1.4% on average annually for the county between 2010
and 2021. Local wealth indexes have remained stable in recent years, registering a
low 54.9 level for the county in 2021.

Food and beverage sales totaled $18 million in the county in 2021, versus $32
million in 2010. This reflects a -5.0% average annual while an annual recovery of
. 2.6% annually is forecast through 2026. The retail sales sector demonstrated an
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Worl:force
Characteristics

annual increase of 2.7% in the decade spanning from 2010 to 2021. An increase of
1.7% average annual change is expected in county retail sales through 2026.

The characteristics of an area's workforce provide an indication of the type and
amount of transient visitation likely to be generated by local businesses. Sectors
such as finance, insurance, and real estate (FIRE); wholesale trade; and services
produce a considerable number of visitors who are not particularly rate sensitive.
The government sector often generates transient room nights, but per-diem
reimbursement allowances often limit the accommodations selection to budget and
mid-priced lodging facilities. Contributions from manufacturing, construction,
transportation, communications, and public utilities (TCPU) employers can also be
important, depending on the company type.

The following table sets forth the county workforce distribution by business sector
in 2019, 2020, and 2021, as well as a forecast for 2026.
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Radial Demographic

Snapshot

Forecasts developed by Woods & Poole Economics, Inc. anticipate that total

- employment in the county will change by 1.1% on average annually through 2026.

The trend is below the forecast rate of change for the U.S. as a whole during the same
period.

The following table reflects radial demographic trends for our market area
measured by three points of distance from the subject property.
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FIGURE 4-3 DEMOGRAPHICS BY RADIUS
0.00 - 1.00 miles 0.00 - 3.00 miles 0.00 - 5.00 miles
Poputation
2027 Projection 184 365 918
2022 Estimate 173 334 887
2010 Census 156 335 834
2000 Census 153 351 869
Percent Change: 2022 to 2027 6.4% 3.1% 3.5%
Percent Change: 2010 toc 2022 10.9% 5.7% 6.4%
Percent Change: 2000 to 2010 2.0% -4.6% -4.0%
Households
2027 Projection 53 110 274
2022 Estimate 49 106 263
2010 Census 42 97 238
2000 Census 36 83 215
Percent Change: 2022 to 2027 8.2% 38% 42%
Percent Change: 2010 to 2022 16.7% 9.3% 10.5%
Percent Change: 2000 to 2010 16.7% 10.2% 10.7%
Income
2022 Est. Average Househo!d income $31,417 $32,427 $32,315
2022 Est. Median Household Income 25,000 24,212 25,000
2022 Est. Cv. Employed Pop 16+ by Oc
Architecture/Engineering 0 0 0
Arts/Deslgn/Entertainment/Sports/Media 1 1 2
Buitding/Grounds Qeaning/Maintenance 5 10 26
Business/Finandal Operations 0 0 1
Community/Social Services 1 2 4
Computer/Mathematical (] 0 0
Construction/Extraction 3 6 15
Education/Training/Library 3 6 14
"Farming/Fishing/Forestry 0 1 2
Food Preparation/Serving Related 3 6 16
Healthcare Practitioner/Technidan o] 0 1
Healthcare Support 1 2 4
Instailatton/Maintenance/Repair 0 ] 1
Legal [} 0 0
Life/Physical/Sodal Science 0 [ ]
Management 1 2 6
Office/Administrative Support 6 13 32
Production 6 11 28
Protective Services 0 0 4]
Sales/Related S 11 28
Personal Care/Service 4 7 18
Transportation/Material Moving 7 13 33
Source: Environics Analytics
This source reports a population of 887 and 263 households within a five-mile .
radius of the subject property. The average household income this radius is
currently reported at $32,315, while the median is $25,000.
March-2020 Market Area Analysis
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Unemployment The following table presents historical unemployment rates for the subject
Statistics property’s market area, the state, and the nation.

FIGURE 4-4 UNEMPLOYMENT STATISTICS

Year County State U.s.
2012 88 % 54 % 81%
2013 80 4.6 7.4
2014 7.7 38 6.2
2015 19 36 53
2016 81 34 4.9
2017 7.0 33 44
2018 6.1 3.0 39
2019 5.1 2.6 3.7
2020 103 47 81
2021 6.3 2.7 5.4
. Recent Month - Mar
2021 8.0 % 32% 6.0 %
2022 45 21 3.6

Source: U.S. Bureau of Labor Statistics

Prior to the pandemic, U.S. unemployment levels were firmly below the 4.6% level
recorded in 2006 and 2007, the peak years of the economic cycle prior to the Great
Recession. The unemployment rate for February 2020 was 3.5%. The
unemployment rate had remained in the 3.5% to 3.7% range since April 2019,
reflecting a trend of stability and strength of the U.S. economy. However, in April
2020, unemployment rose to 14.7%, and employment dropped by 20.7 million
because of the COVID-19 pandemic. Steady declines in unemployment have béen
registered since April 2020; most recently, the national unemployment rate was
3.6% in April 2022. A roughly 428,000-person rise in employment was registered
in both March and April of 2022. The most significant gains were reported in the
leisure and hospitality, professional and business services, retail trade, and
manufacturing industries.

Locally, the unemployment rate was 6.3% in 2021; for this same area in 2022, the

~ most recent month’s unemployment rate was registered at 4.5%, versus 8.0% for

the same month in 2021. As illustrated in the foregoing table, unemployment

declined in 2013, and this positive trend generally continued through 2019, with

‘ the exception of 2015 and 2016. Economic development officials noted that local

March-2020 Market Area Analysis : 8 3
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employment last decade was largely supported by the tourism industry. However,
unemployment data for 2020 illustrate a sharp increase given the effects of the
COVID-19 pandemic and related global economic crisis, which included
furloughs/layoffs. Unemployment declined in 2021, as restrictions were lifted and
tourism returned to the area, boosting employment opportunities. The most recent
comparative period shows where the local market stands in 2022 relative to the
same month of 2021, reflecting improvement given the strengthemng economic
conditions and corresponding hiring rebound.

Major Demand _ Providing additional context for understanding the nature of the regional economy,
Generators & Industry the following table presents a list of the major employers in the subject property’s
market.

FIGURE4-5 MAJOR EMPLOYERS

Number of
Rank . Firm Employees
1 San Juan School District 500-999
2 Utah Navajo Health System 250-499
3 ~ Federal Government ) 100-249
4 Utah State University {USU}) 100-249
5 San Juan County ’ 100-249
6 Blue Mountain Hospital ) 100-249
7 SJ Health Care 100~249
8 The State of Utah : 50-99
9 Goulding's Lodge 50-99
10 Blanding City Local Government 50-99

Source: San Juan County, Utah Department of Workforce Statistics,
2020
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MONUMENT VALLEY TRIBAL PARK
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Monument Valley benefits from its remote, iconic location in San Juan County,
which includes several state parks and tourism drivers, such as Goulding's
Lodge, Goosenecks State Park, Valley of the Gods, Muley Point, and Bears Ears
East. As noted previously, Goulding's Lodge (the subject property) serves as one
of the top tourism drivers in this region, providing famous tours through
Monument Valley, a museum (including the John Wayne's original cabin), hiking
trails, and more. The subject property attracts visitors from all over the world,
and market participants noted that the area is a common stop for tour groups
that visit the Grand Canyon and Lake Powell. Given the property's remote
location, the operations support both tourists and locals, providing everything
from a gas station to a grocery store and laundromat. Reportedly, a road is
planned for development that will lead from Monument Valley to Page, Arizona.
The completion of this road over the course of the next several years is expected
to draw even more visitors to the Monument Valley area; however, details on
the timing and exactlocation of the road were not known or provided at the time
of our analy51s

The Goosenecks State Park is located near Mexican Hat, Utah, and is one of the
top tourism drivers in San Juan County. The park, which opened to the publicin
1962, features views of the San Juan River winding through canyons in a snake-
like pattern. In fiscal 2019 (ending in June), the park welcomed roughly 67,000
total visitors, with the months of April through October realizing more than
6,000 visitors per month. In fiscal 2020 (ending in June), the park welcomed

March-2020
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Visitor Statistics

roughly 44,000 visitors, with metrics declining considerably from prior-year
visitor data in April, May, and June given the impact of the COVID-19 pandemic
and related restrictions. Moreover, visitor statistics beyond June 2020 were not
available for our review; however, market participants noted that visitation
remained depressed as of March 2022 given the contmued 'COVID-19- related
restrictions imposed by the Navajo Nation.

¢ The Valley of the Gods is a famous scenic drive near Bluff, Utah, and is part of
the Bears Ears National Monument area in San Juan County. The road can be
accessed from the east via U.S. Highway 163 and from the west via U.S. Highway
261, This scenic drive stretches for 17 miles and features views of unique rock
formations including "sandstone towers."” The Valley has also been used as a film
set for several movies and television episodes, including two episodes of Doctor
Who, as well as scenes in Forest Gump and Thelma and Louise. We note that
there are no established hiking trails along this route; however, there are plenty

of back-country exploratory opportunities along this scenic drive.

We note that many employers in the market were impacted by the COVID-19
pandemic, which began in March 2020. Specifically, the associated restrictions and
closure of nearby Navajo Tribal Parks resulted in a substantial decline in tourism to
the region, which is the most significant source of demand for the county. However,
perlocal and state guidelines, businesses were able to increase operating capacities
to 75% beginning on April 5, 2022. Therefore, economic activity is expected to
continue to experience a strong recovery. Moreover, market participants reported
that Navajo Nation restrictions are expected to be lifted by the summer of 2022;
thus, tourism to the region is anticipated to experience a more robust recovery this
year. While most major developments are occurring in the northern portion of the
county, near Moab, market participants noted that small developments, such as
independent glamping properties, are in the early planning stages in the southern
portion of the county, which are slated for completion by 2024.

As mentioned previously, San Juan County is surrounded by a number of national
parks and recreation areas that welcome millions of peaple annually. The "Mighty
Five" park loop is a key driver in the area and includes the Grand Canyon, Glen
Canyon, and Lake Powell. Furthermore, many national monuments bring people to
the immediate area. It should be noted that nearly all of the parks recorded a decline
in visitation in 2013 and again in early 2019 because of the government shutdowns;
however, several of the parks did remain open in 2019 through state funding.
Additionally, a decline during the pandemic in 2020, followed by an increase to
record levels in 2021, was reported for all national parks in the region.

7
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The following tables illustrate the historical visitor statistics for pertinent parks

- located near the subject resort. For the Monumént Valley Tribal Park, according to
market participants, the visitation count for 2019 is not accurate and is substantially
lower than what it should have been. In 2020, visitation data were only available
through March. Since that time, visitation data have not been tracked.

FIGURE 4-6  VISITOR STATISTICS

Goosenecks State Park Monument Vallev Tribal Park
Year Visitation Percent Year Visitation Percent
2017 66,523 - 2017 449,875 -
2018 63,445 -4.6 % 2018 - 443,362 14 %
2019 66,313 a5 2019 307,805 -31.6
2020 25,256 -61.9 2020 17,249 -96.1
2021 49,385 95.5 2021 - -
Year-to-date Through February: Year-to-date Through March:

‘ ' 2019 1,802 — 2019 25,877 —
2021 1,856 30% 2021 - -
2022 1,407 © =242 2022 - —

Source: Utah DNR State Parks Source: Tribal Park Representatives

. . T~
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FIGURE 4-7  VISITOR STATISTICS

Navaie National Moournent

Year Misitation _ Percent Change

2007 69,445
2008 74,143
2009 77,901
2010 90,696
2011 87,388
2012 58,219
2013 54,168
2014 65,778
2015 71,370
2016 65,705
2017 68,785
2018 61,195
2019 49,983
2020 3,985
2021 14,834
Year-to-date Through March:

2019 4,793
2021 -

2022 5,218

6.8 %
51
164
-3.6
-334
-70
214
85
-7.9
47
-110
-27.3
-93.5
2722

Source: National Park Service

FIGURE 4-8  VISITOR STATISTICS

Natural Bridges NM

Percent

Year Visitation Change

2007 88,316 -
2008 91,838 4.0 %.
2009 92,023 0.2
2010 95,676 40
2011 91,184 4.7
2012 83,011 <24
2013 82,330 -75
2014 87,119 5.8
2015 94,797 88
2016 101,843 74
2017 107,443 5.5
2018 103,118 -4.0
2019 88,090 - -18.0
2020 52,542 -49.0
2021 73,484 '39.9
Year-to-date Through March:
2019 7,097 - .
2021 8,964 263 % '
2022 8,530 4.8

Source: National Park Service

Hovepweep NM Rainbow Bridge NM
Percent Percent
Year Visitation Change Year Visitation Change
2007 26,263 e 2007 81,607 -
2008 25,411 -32 % 2008 95,567 171 %
2009 27,855 9.6 2009 113,460 187
2010 27,386 -1.7 2010 104,501 -7.9
2011 25,858 -5.6 2011 92,311 <117
2012 26,710 33 2012 75,214 -185
2013 24,959 -6.6 2013 54,773 -27.2
2014 26,808 74 2014 62,910 149
2015 35,117 310 2015 77,2710 228
2016 42,862 221 2016 86,369 11.8
2017 39,970 -6.7 2017 108,418 25.5
2018 40,579 1.5 2018 110,904 23
2019 35,399 -11.4 2019 115,108 6.2
2020 19,856 -51.1 2020 3,573 -96.8
2021 26,710 345 2021 3,290 -7.9
Year-to-date Through March: Yeor-to-dote Through Morch:
2019 3,306 - 2019 4,044 -
2021 2,156 -348 % 2021 990 <755 %
2022 2,352 9.1 2022 — -

Source: National Park Service

Source: Nationatl Park Service
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Airport Traffic

FIGURE 4-9  VISITOR STATISTICS

Canyon de Chellv NM Grapd Canyon NP
i - Percent Percent
Year Visitation Change Year Visitation Change
2007 825,320 - 2007 4,413,668 -
2008 835,860 13 % 2008 4,425,314 03 %
2009 826,425 -1.1 2009 4,348,068 <17
2010 827,247 0.1 2010 4,388,386 0.9
2011 828,145 0.1 2011 4,298,178 -2.1
2012 828,523 0.0 2012 4,421,352 2.9
2013 828,478 0.0 2013 4,564,840 3.2
2014 827,761 -0.1 2014 4,756,771 4.2
2015 813,686 -1.7 2015 5,520,736 16.1
2016 - 821,406 09 2016 5,969,811 81
2017 825,660 0.5 12017 6,254,238 48
2018 439,306 -46.8 2018 6,380,495 2.0
2019 460,757 -44.2 2019 5,974,411 -4.5
2020 76,752 -82.5 2020 - 2,897,098 -54.6
2021 184,191 140.0 2021 4,532,677 56.5
Year-to-date Through March: Year-to-date Through March:
2019 75,740 - 2019 889,334 -
2021 324 -99.6 % 2021 643,404 - <27.7 %
2022 66,358 20380.9 2022 688,139 7.0
Source: National Park Service Source: National Park Service

Airport passenger counts are important indicators of lodging demand. Depending
on the type of service provided by a particular airfield, a sizable percentage of
arriving passengers may require hotel accommodations. Trends showing changes
in passenger counts also reflect local business activity and the overall economic
health of the area.

Durango-La Plata County Airport (DRQ)

The Durango-La Plata County Airport (DRO) serves southwestern Colorado, as well
as the greater Four Corners area. The City of Durango and La Plata County own the
airport, and its operations are overseen by the Airport Board of Commissioners. The
airport, which opened in 1988, is served by American Airlines and United, which
provide flights to/from Denver, Phoenix, and Dallas/Fort Worth. Seasonal routes
are offered to Chicago (0'Hare), Los Angeles (LAX), and Houston (IAH). Additionally,
in June 2021, Frontier Airlines began year-round nonstop service to Harry Reid
International Airport (LAS) and Denver International Airport (DEN). With the
addition of these services, DRO now offers six year-round, nonstop direct flights to

major metropolitan markets. The economic impact of the airport and its
surrounding facilities equated to $35 billion in 2020.

March-2020
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The following table illustrates recent operating statistics for the Durango-La Plata
County Airport, which is the primary airport facility serving the subject property’s
submarket. '

. FIGURE 4-10 AIRPORT STATISTICS - DURANGO-LA PLATA COUNTY AIRPORT

Passenger Percent Percent
Year Traffic Change* Change**
2012 371,595 - -
2013 382,280 29 % 29 %
2014 385,561 0.9 19
2015 375,493 (2.6) 03
2016 372,937 {0.7) 0.1
2017 372,327 (0.2} 0.0
2018 378,876 18 03
2019 390,506 31 0.7
2020 197,886 (49.3) (7.6)
2021 397,293 100.8 0.7

Year-to-date, Apr

2021 80,753 : - -
2022 108,772 347 % -

*Annual average compounded percentage change from the previous year
**Annual average compounded percentage change from first year of data

Source: Durango-la Plata County Airport

This facility recorded 397,293 passengers in 2021. The change in passenger traffic
between 2020 and 2021 was 100.8 %. The average annual change during the period
shown was 0.7 %. Following years of growth in passenger traffic, the most recent
data illustrate a significant decline given the impact of the COVID-19 pandemic and
the travel restrictions that were implemented. The number of passengers traveling
through DRO started to decline significantly in March 2020, when government
authorities restricted travel to certain critical businesses and purposes. However,
year-end 2021 data illustrate that passenger traffic rebounded that year, a trend
that has continued into 2022.

Page Municipal Airport is operated by the City of Page. The small airport terminal
and two runways are situated on 536 acres on the eastern edge of town. The airport
is served by Contour Airlines, offering service to/from Phoenix. While the limited

March-2020
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Conclusion

scheduled air access appears to present a challenge, a number of mitigating factors
exist. Private and charter planes can land at Page Municipal Airport. Because of the
natural beauty of the surrounding area, many visitors prefer to drive and take
advantage of the scenery. Moreover, Phoenix and Las Vegas are both accessible
within a four-and-one-half-hour's drive of Page.

According to area officials, passenger traffic levels at Page Municipal Airport have
been volatile in recent years because of the varying service from the larger feeder
cities and airlines. Reportedly, service was halted for part of 2018 and was then
reinstated in August 2018. Given service by two airlines and strong demand, traffic
rebounded somewhat in 2019, However, passenger volume declined in 2020 given
the reduction in service to/from just Phoenix, having previously provided service
to/from Las Vegas and Boulder City, Nevada, as well as the impact of the COVID-19
pandemic. Overall, passenger traffic at Page Municipal Airport is limited by the one
or two daily flights on a 30-seat aircraft.

This section discussed a wide variety of economic indicators for the pertinent
market area. Prior to the onset of the COVID-19 pandemic and the corresponding
economic crisis, San Juan County was experiencing a period of economic strength
and expansion, primarily led by the tourism industry. Our market interviews and
research revealed that demand is recovering at a slower pace in the southern
portion of the county, which includes significant amounts of Navajo Reserve Land.
As a result, the COVID-19 pandemic continues to affect the southern portion of the
county, resulting in decreased business activity, inclusive of the hospitality industry.
Nevertheless, tourism travel began to return in 2021, and the Navajo Nation is
expected to remove COVID-19-related restrictions by the summer of 2022. Thus,
while the near-term outlook for the market is best described as cautiously
optimistic at this time, the long-term outlook is more optimistic.

Our analysis of the outlook for this specific market also considers the broader
context of the national economy. The U.S. economy expanded at an overall rate of
2.3%in 2019, a decline from the 2.9% level achieved in 2018. For the seven quarters
leading up to 2020, GDP quarterly growth ranged between 1.3% and 2.9%,
reflecting moderate economic expansion. The slowdown and impact of COVID-19
became more evident in the first quarter of 2020, when GDP declined by 5.0%. As
shutdowns halted major components of the U.S. economy from mid-March through
May, and partial, halting re-openings continued to dampen business activity, the U.S.
economy contracted by an annualized rate of 31.2% in the second quarter, the
largest such decline in U.S. history. The decline affected virtually every corner of the
economy, with major decreases in personal consumption, exports, private inventory
investment, residential and nonresidential fixed investment, and state and local
government spending.

March-2020
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FIGURE 4-11 UNITED STATES GDP GROWTH RATE
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Sources: tradingeconomics.com, Bureau of Economic Analysis
While shocking, the GDP decline during the second quarter of 2020 was offset by a
significant rebound in economic activity in the third quarter of 2020, greatly
. moderating the overall impact for the year. The U.S. economy grew by 33.8% on an
annualized basis in the third quarter, followed by more modest gains in the five
quarters that followed through the end of 2021 (GDP surpassed the pre-pandemic
peak by the first quarter of 2021). Most recently, GDP contracted 1.4% on an
annualized basis given the trade deficit and a decline in inventdry investment and
government spending; despite the contraction, first-quarter 2022 GDP remained
12.0% above the 2019 peak. Moreover, consumer spending expanded slightly in the
first quarter, which bodes well for the hospitality industry, and a return to modest
overall economic growth is expected in the second quarter of 2022. Hotel investors
remain bullish based on factors such as a rebound in travel demand, rising hotel
performance levels, and opportunities to generate significant returns as the
industry recovers.
March-2020
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5. Supply and Demand Analysis

National Trends
Overview

In the lodging industry, supply is measured by the number of guestrooms available,
and demand is measured by the number of rooms occupied; the net effect of supply
and demand toward equilibrium results in a prevailing price, or average daily rate
(ADR). The purpose of this section is to investigate current supply and demand
trends as indicated by the current competmve market, resulting in a forecast of
market-wide occupancy.

The subject property and local lodging market are most directly affected by the
supply and demand trends within the immediate area. However, individual markets
are also influenced by conditions in the national lodging market. We have reviewed
national lodging trends to provide a context for the forecast of the supply and
demand for the subject property’s competitive set.

STRis an independent research firm that compiles data on the lodging industry, and
this information is routinely used by typical hotel buyers. The following STR
diagram presents annual hotel occupancy, average daily rate (ADR), and rooms
revenue per available room (RevPAR) data since 1989. RevPAR is calculated by
multiplying occupancy by average rate and provides an indication of how well
rooms revenue is being maximized.

March-2020
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FIGURE 5-1

NATIONAL OCCUPANCY, AVERAGE RATE, AND REVPAR TRENDS

I 70.0%

‘} 60.0%

50.0%

1 20.0%
"B 0.0%
H1 20.0%

g1 10.0%

0.0%

RIS RevPAR 7 Average Rate ssmmme OcCUPRANCY

Source: STR

The preceding chart illustrates the impact of the recessions of the early 1990s,
2000s, the financial crisis of 2008/09, and the recent pandemic on the U.S. lodging
industry. In each case, the downturn caused lodging demand to drop, resulting in an
occupancy decline. The aggregate average rate (ADR) also fell, as hoteliers used
price as a marketing tool to attract demand and support occupancy levels. As
occupancy recovered, ADR growth resumed, although the ADR recovery lagged
somewhat behind occupancy levels, as price discounts contributed to the initial
recovery of demand. Following the financial crisis of the Great Recession, occupancy
fell by over eight points, and ADR declined by 5.9%, resulting in an 18.3% decrease
in RevPAR. The market recovered steadily thereafter, with accupancy surpassing
the 65.0% mark in 2015, and average rates also consistently growing, albeit at a
decelerating pace.
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The onset of the COVID-19 pandemic in March 2020 had a severe impact on the
lodging industry, causing occupancy, ADR, and RevPAR to decline by unprecedented
levels. The impact on the national lodging industry peaked mid-April; for the week
ending April 11, 2020, STR reported that national RevPAR was 83.6% lower than
the level recorded for the same week in 2019. By the conclusion of 2020, occupancy
had declined 22 points, with ADR decreasing by roughly $28.00, resulting in a
RevPAR loss of 48.0% (rounded). The sharp downturn in travel caused by COVID-
19 continued into early 2021, as the months of January and February 2020 were not
notably affected by the pandemic.

Since the 2020 onset of the pandemic, hotels that derive a significant component of
their demand from the larger group and convention segment have been hit the
hardest, followed by properties in markets with a high proportion of business and
international travel. For this reason, the major metropolitan areas reported deep
RevPAR declines through the first half of 2021. Hotels in locations that depend
primarily on automobile traffic have fared better (including drive-to leisure
destinations), and the extended-stay category has also outperformed the national
average, fueling the illustrated 2021 recovery. Gaining traction in the summer of
2021, group demand showed signs of recovery, albeit at a slower pace. Accordingly,
by the end of 2021, nationwide occupancy had rebounded to nearly 58.0%, with
ADR reaching roughly $125, representing a RevPAR gain of 58.0% (rounded).

Vaccine boosters are now widely available, and although COVID cases related to the
Omicron variant increased in December 2021 and january 2022, the most recent
infections are reportedly diminishing in severity. More corporations and
institutions are beginning to return to office spaces, at least in some capacity.
Furthermore, group travel is expected to recover as participants feel increasingly
comfortable gathering in larger numbers. Accordingly, hotel owners, operators, and

investors generally anticipate the hospitality sector to recover at an accelerating-

pace, as vaccines, medical therapies, and public confidence support a return of
travel. The overall economic upswing is expected to continue through 2022, with
national RevPAR anticipated to exceed the level achieved in 2019 by the end of this

year.
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FIGURES5-3 RECENT NATIONAL OCCUPANCY AND ADR TRENDS

Occupancy - YTD March Average Rate - YTD March RevPAR - YTD March Percent Change
% L% % Rms. Rms.
2021 2022  Change 2021 2022 Change 2021 2022 Change Avail. Sold
United States 462 % 562 % 216 %  $99.73  $137.13 375 %  $4607 $77.06 67.2 % 40 % 264 %
Region . .
New England 384 % 513% 335 % $10000 $13661 366 %  $3841 $7008 824 % 47 % 398 %
Middle Atlantic  39.8  49.6 245 102,00 13820  35.5 40.61 6852 687 9.7 36.6
South Atlantic 513 613  19.3 114.10 15463 - 355 58.58 9473 617 4.0 24.1
€. North Central 387 474 225 81.64 10399 274 3158 4927 560 44 27.9
E.South Central 484 561 160 .  82.86 106.59 286 40.09 59.81 492 23 18.7
W. North Central 380 457 202 80.51 97.62 213 30.62 4461 457 10 21.4
W.South Central 50.8 584  14.8 80.28 107.14 335 40.82 62.54 532 18 16.9
Mountain 482 597 - 237 106.18 149.44 407 51.21 89.17 741 2.0 26.1
Pacific : 464 604 303 115.63 172.64 493 5364 10432 945 5.9 37.9
Cass . )
Luxury 362% 543% 499 % $297.15  $375.86 265 % $107.64 $204.10 896 % 105 % 657 %
. Upper-Upscale 345 532 540 142.55 196.53  37.9 4925 10459 112.4 114 71.5
Upscale 472 596 264 107.14 143.06 335 50.55 8533  68.8 5.5 33.4
Upper-Midscale 49.7  59.0 187 92.67 118.79 282 46.06 70.09 522 3.4 22.7
Midscale 459 531 156 80.83 99.86 235 - 3711  53.02 429 0.6 16.4
Economy 508 545 7.4 " 63.62 7711 212 32.31 4206 302 {0.6) 6.8
Location
Urban 383 % 525% 370 % $111.21  $165.73 490 %  $4260 $8697 1042 % 123 % 53.9 %
Suburban 436 583 175 83.94 11257 341 4165 65.66  57.6 22 20.1
Alrport 492 634 288 86.40 11993 388 4253 76.05 788 21 315
Interstate 468 530 134 78.18 9292 189 3658  49.29 348 11 14.6
Resort " 444 . 617 389 184,42 25038  35.8 81.85 15438 886 6.8 48.4
Small Town 458 514 122 93.39 112.81 208 42.77 57.95 355 11 13.5
Chain Scale .
Luxury 308 % 540% 755 % $375.84  $454.65 210 % $115.66 $24552 1123 % 138 % 99.6 %
Upper-Upscale 327 532 626 142.67 199.36  39.7 4667  106.04 1272 12.4 82.7
Upscale - 477 603 265 104.35 139.93 341 49.73 8439 697 5.8 33.9
Upper-Midscale 50.1 594 186 90.78 11558 273 45.50 6870 510 39 23.3
Midscale 457 523 - 143 7482 9040 208, 3421 4727 382 0.2 14.5
Economy 524 555 5.9 57.62 67.61 173 30.18 37.52 243 (2.2) 3.6
Independents 459 542  18.1 109.54 146.82 340 5030 79.64 583 31 21.8
Source: STR - March 2022 Lodging Review
To further understand the nature and degree of the impact of the pandemic thus far,
we have reviewed the following weekly data for the U.S. lodging industry, as
published by STR. The data reflect that nationwide occupancy is still lagging the
' 2019 levels, due primarily to group demand being significantly lower than pre-
March-2020 Supply and Demand Analysis 97

Goulding's Lodge ~ Oljato-Monument Valley, Utah



VS

pandemic levels; moreover, the Omicron variant caused some pullback in business
and group travel in early January 2022. However, demand and occupancy
rebounded shortly thereafter, with ADR levels now in the $140 to $150 range as of
April 2022. Accordingly, ADR has essentially fully recovered and is expected to
move well beyond the 2019 level as 2022 progresses, due in large part to higher-
rated leisure demand. ‘

FIGURES-4 NATIONAL OCCUPANCY TRENDS ~ WEEKLY DATA
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FIGURE5-5  NATIONAL ADR TRENDS — WEEKLY DATA
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FIGURES-6 NATIONAL REVPAR TRENDS — WEEKLY DATA
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The severe disruption to the hospitality industry in 2020 and early 2021 is
recognized by market participants as an anomaly. While it is important to
understand how the hospitality industry, inclusive of individual markets and hotels,
was affected by the pandemic, performance data from this period do not provide a
reasonable basis for forecasting demand, occupancy, and ADR. Our interviews with
market participants, including major brands, management companies, and
investors, confirmed this opinion. The industry generally recognizes 2019 as
representative of normalized performance levels, with recovery from the pandemic
measured in terms of a rebound to those pre-pandemic benchmarks. The severe
impact of the pandemic forced many hotels to suspend operations and/or limit
available inventory to minimize expenses; as a result, the individual competitive
performance estimates from 2020 were not relied upon in our analysis. Therefore,
our analysis related to the subject hotel and the competitive market focuses on the
2019 and 2021 annual performance data, as well as the trajectory of recovery.

The area surrounding the subject resort property contains a variety of lodging
options including traditional hotels, RV parks and campgrounds, and Airbnb units,

. among others. However, the available rooms are limited, and the properties that

report to STR equate to only six in the nearby area, excluding the larger markets of
Page and Moab. As such, we have ordered an STR trend that includes all six
reporting properties despite differences in location, pricc point, product, and
service level. These data illustrate trends related to the overall market but may not
directly represent competitors of the subject resort. We have included additional
properties that are competitors but do not report to STR in our market analysis.
Furthermore, we have researched upscale resorts in the western United States that

March-2020
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Historical Supply
and Demand Data

would operate at a price point and service level similar to that expected of the
proposed upscale resort (to be built as part of the subject property).

As noted previously, STR is an independent research firm that compiles and
publishes data on the lodging industry, routinely used by typical hotel buyers. HVS
has ordered and analyzed an STR Trend Report of historical supply and demand
data for the subject property and its competitors. This information is presented in
the following table, along with the market-wide occupancy, average rate, and rooms
revenue per available room (RevPAR). RevPAR is calculated by multiplying
occupancy by average rate and provides an indication of how well rooms revenue is
being maximized.

In response to the travel restrictions and the decline in demand associated with the
COVID-19 pandemic, numerous hotels in markets across the nation temporarily
suspended operations. During these suspensions, hotels were typically closed to the
public, with the majority of staff furloughed; however, key management and

maintenance staff were retained to preserve the property and prepare for

reopening. No hotels in the competitive submarket suspended operations because
of the COVID-19 pandemic.
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Seasonality

It is important to note some limitations of the STR data. Hotels are occasionally
added to or removed from the sample; furthermore, not every property reports data
in a consistent and timely manner. These factors can influence the overall quality of
the information by skewing the results, and these inconsistencies may also cause
the STR data to differ from the results of our competitive survey. Nonetheless, STR
data provide the best indication of aggregate growth or decline in existing supply
and demand; thus, these trends have been considered in our analysis. Opening
dates, as available, are presented for each reporting hotel in the previous table.

The STR data for the competitive set reflect a market-wide occupancy level of 34.8%
in 2021, which compares to 28.7% for 2020. The STR data for the competitive set
reflect a market-wide ADR level of $105.75 in 2021, which compares to $85.88 for
2020. These occupancy and ADR trends resulted in a RevPAR level of $36.77 in
2021. v

During the illustrated historical period, occupancy declined from a peak of roughly
58.0% in 2015 to below 51.0% in 2017, while ADR increased through 2017.
However, RevPAR declined from 2016 through 2019, aside from a modest recovery
in 2018. The decline was likely due to the condition of the properties, increasing
supply outside the competitive set (including villas at the subject property), and
fluctuations in visitation at Monument Valley and the surrounding
parks/attractions. Despite this, RevPAR bracketed the $60 mark from 2014 through
2019. In March 2020, the COVID-19 pandemic began to affect the local market,
especially given stricter restrictions imposed by the Navajo Nation on the region,
closure of many attractions, and reliance on tourism. Overall, occupancy declined
notably in 2020, while ADR losses equated to $26.00 (rounded) on an annual basis.
General improvement has been registered since the low point reached in April
2020; however, occupancy fluctuated based on restrictions and increases in COVID-
19 cases. '

Year-to-date 2021 data illustrate an improvement in occupancy and a roughly $20
gain in ADR. The popularity of outdoor.destinations, especially the "Mighty 5"
national parks, has bolstered demand in the area, despite limited international
demand, restrictions on tours, and the continued closure of many nearby attractions
and supporting facilities throughout the year. Year-to-date ADR continued to
improve, while occupancy declined slightly given a normalization of demand during
the first two months. While the pandemic will continue to affect tourism to some
degree in the near term, particularly as new variants arise, the overall outlook is
optimistic given the dynamics of this market.

Seasonality trends are presented in the following tables.

March-2020
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FIGURE 5-9  SEASONALITY

2015 2016 2017 2018 2019 : 2020 2021
High Season - May, June, July, August, September, October
~Occupancy 778 % 714 % 68.0 % 68.4 % " 666 % 298 % 374 %
Average Rate $119.96 ) $121.39 $123.68 $122.43 $124.15 $89.84 $118.73
RevPAR 93.34 86.65 84.06 83.69 82.70 26.81 44.46
Shoulder Season - March, April
Occupancy 54.0 % 53.8 % 489 % 523 % 533 % 21.7 % 33.2 %
Average Rate $93.83 $97.85 $101.86 $98.80 $98.98 $80.04 $97.07
RevPAR 50.69 52.65 49.85 51.62 52.78 17.40 32.24
Low Season - January, February, November, December .
Occupancy 304 % 284 % 256 % 29.0 % 293 % 30.6 % 315 %
Average Rate $82.28 $85.46 $87.58 $83.89 $80.62 $82.07 $86.72
RevPAR 25.04 24.28 22.39 24.35} 23.62 25.08 27.29
Source: STR

The illustrated occupancy and« ADR patterns reflect important seasonal
characteristics. We have reviewed these trends in developing our forthcoming
forecast of market-wide demand and average rate. The market area is highly
seasonal in nature, with occupancy levels typically nearing or exceeding 60.0% from
May through October when visitation to the area attraction is the highest and the
weather is favorable. Although demand is somewhat limited by the climate, school
schedules, and other demand factors during March and April, demand typically
remains in the 40s to 50s. However, demand drops significantly in the winter
months (November through February), as the climate and limited visitors to the
regional attractions is at a low; thus, occupancy remains in the 20s to 30s during
this time, with ADR also declining. In more established tourism destinations, such
as Page and Moab, as well as at area resorts, seasonality is less pronounced; sellout
periods during the peak late spring and fall months have pushed demand into the
shoulder and low seasons, supporting higher rates during those months, as well.

Patterns of Demand A review of the trends in occupancy and average rate by day of the week provides
some insight into the impact that the current economic conditions have had on the
competitive lodging market. The data, as provided by STR, are illustrated in the
following tables.

March-2020 Supply and Demand Analysis 1 04
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FIGURE 5-10 OCCUPANCY BY DAY OF WEEK (TRAILING 12 MONTHS)

Month Sunday Monday Tuesday Wednesday  Thursday Friday Saturday Total Month
Mar-21 236 % 338 % 369 % 36.6 % 331 % 294 % 294 % 322 %
Apr-21 24.0 36.8 40.4 38.7 36.8 312 32.1 343
May-21 . 287 374 40.6 39.1 33.2 33.2 34.0 35.0
Jun - 21 24.6 414 40.7 39.2 40.6 338 334 36.5
Jul - 21 23.4 33.6 39.4 41.8 341 320 319 336
Aug - 21 19.1 329 36.5 36.6 29.6 23.2 221 28.7
Sep -21 325 46.6 57.8 53.0 48.8 393 39.2 45.7
Oct-21 337 52.2 56.6 52.5 47.5 423 384 45.4
Nov- 21 24.6 40.6 443 40.6 34.7 34.1 31.2 © 36.2
Dec-21 245 37.0 414 35.6 28.0 24.2 25.1 30.7
lan-22 18.6 27.8 31.4 29.3 22.2 17.9 18.7 235
Feb - 22 20.1 29.0 31.4 31.2 27.6 25.8 21.8 26.7
Average 24.8 % 37.2 % 413 % 39.6 % 349 % 30.7 % 29.9 % 341 %
Source: STR

FIGURE 5-11 AVERAGE RATE BY DAY OF WEEK (TRAILING 12 ViONTHS)

Month Sunday Monday Tuesday  Wednesday  Thursday Friday Saturday Total Month
Mar- 21 $89.69 $91.73 $90.12 $91.10 $90.32 $90.78 $91.05 $90.75 H
Apr-21 101.73 104.94 103.00 104.09 102.94 103.12 102.05 103.21
May - 21 116.73 117.05 116.61 111.77 110.78 117.43 117.95 115.60
Jun-21 120.08 121.74 120.34 120.99 118.97 118.45 119.60 120.12
Jul-21 124.60 125.54 123.59 121.54 129.60 123.29 123.42 124,51
Aug - 21 122.66 118.96 120.50 121.62 121.52 118.54 121.06 120.62
Sep-21 121.22 119.95 116.56 116.55 120.17 o 121.22 122,51 119.32
Oct- 21 114.88 117.34 113.32 110.14 112.33 114.80 115.31 11399 .
Nov-21 94.84 94.36 92.97 92.08 89.49 93.86 91.57 92.77
Dec-21 90.08 89.06 92.12 91.75 86.35 86.71 87.78 89.37
Jan-22 89.47 90.00 89.54 89.03 87.03 85.68 85.95 88.39
Feb - 22 90.86 87.76 87.07 86.18 85.50 85.77 83.98 86.66
Average $107.85 $107.33 $106.52 $106.06 $106.90 $107.01 $107.70° $106.98
Source: STR
March-2020 i Supply and Demand Analysis 1 05
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" FIGURE 5-12 OCCUPANCY, AVERAGE RATE, AND REVPAR BY DAY OF WEEK (MULTIPLE YEARS)

Occupancy (%) Sunday Monday Tuesday Wednesday Thursday Friday Saturday  Total Year
Mar 19 - Feb 20 403 % 542 % 572 % 576 % - 540% 50.8 % 486 % 51.8 %
Mar 20 - Feb 21 241 32.9 34.3 33.9 30.8 25.8 25.2 29.6
Mar 21 - Feb 22 248 37.2 413 39.6 34.9 30.7 £ 29.9 34.1
Change (Occupancy Points)
FY19-FY 20 (16.2) (21.3) (22.9) {23.7) (23.2) {25.0) (23.4) {22.2)
FY 20-FY 21 0.7 43 7.0 5.7 41 49 47 45
ADR ($) Sunday Monday Tuesday Wednesday Thursday Friday . Saturday Total Year
Mar 19- Feb 20 $114.75 $112.14 $111.10 $110.79 $111.84 $111.26 $112.61 $111.95
Mar20- Feb 21 83.57 88.17 87.40 88.00 87.03 82.13 8345 85.98
Mar 21 - Feb 22 107.85 107.33 106.52 106.06 106.90 107.01 107.70 106.98
Change (Dollars)
FY19-FY 20 (631.18) {$23.97) ($23.70)  ($22.79) (524.82)  ($29.13)  ($29.16) {$25.97)
FY20-FY 21 24.28 19.16 19.11 18.06 19.88 24.88 24.25 21.00
Change {Percent)
FY 19-FY 20 (27.2) % (21.4) % (213) % (206) % (222) % (262) % (259) % (23.2) %
FY20-FY 21 29.1 21.7 219 205 22.8 303 29.1 24.4
RevPAR (5) Sunday Monday Tuesday Wednesday Thursday Friday Saturday Total Year
Mar 19 - Feb 20 $46.21 $60.79 $63.53 $63.81 $60.41 $56.57 $54.68 $57.99
Mar 20 - Feb 21 20.12 29.00 29.97 29.87 26.79 21.19 21.03 25.41
Mar 21 - Feb 22 26.74 39.88 44,01 42,04 37.26 32.84 32.15 36.43
Change (Dollars)
FY19-FY 20 {$26.08) ($31.79)  ($33.56) ($33.94) ($33.62) (635.38) {$33.65) ($32.58)
FY20-FY21 6.62 10.88 14.04 12.17 10.47 11.65 11.13 11.02
) .
FY 19 - FY 20 {56.5) % (523) % {52.8) % {53.2) % (55.7) % (625} % (61.5) % {56.2) %
FY20-FY21 32.9 375 46.8 40.8 39.1 55.0 52.9 43.4
Source: STR
SUPPLY : Based on an evaluation of the occupancy, rate structure, market orientation, chain

affiliation, location, facilities, amenities, reputation, and quality of each area hotel,
as well as the comments of management representatives, we have identified several
properties that are consideréed primarily competitive with the subject property. If
applicable, additional lodging facilities may be judged only secondarily competitive;

March-2020 Supply and Demand Analysis 1 06
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Primary Competitors

although the facilities, rate'structures; or market orientations of these hotels
prevent their inclusion among the primary competltlve supply, they do compete
with the subject property to some extent.

The following table summarizes the important operating characteristics of the
primary competitors and the aggregate secondary competitors (as applicable). This
information was compiled [rom personal interviews, inspections, online resources,
and our in-house database of operating and hotel facility data. In cases where exact
operating data for an individual property (or properties) were not available, we
have used these resources, as well as the STR data, to estimate positioning within
the market. As noted previously, the 2020 operating performance of each hotel was
not considered given the suspension of operations, as applicable, and/or the
significant impact of the pandemic on the lodging industry. The subject property
data excludes all units at the RV park and campground given how data was reported
from the current ownership.

March-2020
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The following map illustrates the locations of the subject property and its

competitors.
MAP OF COMPETITION

; r mchﬁcld e aeme T ' B I e g
: ; . - - . : -+ * Grand Mesa, ' i
! "; - Mosh ..i Uncompahgre. o L e
i P : And Gunnison praar ron
, Beaver - 1 - H Netional.. . . oo
g ? ; - 3 : - i SR
! ORI Tellride T ‘
i o : ;o " - Rio.Grande - -
i Dixic Navoﬂdl ; “Natlonal Forest -
[ : 7 . Al » .
S o " Fazcst: Glen Canyon _— b . . Aamoss
P! ' National Cortez ' i
j R 2= Durango ‘Pagosa Springs ;
Voial Recreation : UTEMoUNTAIN _ ©
i SL-Goeorge Kaneb - ¢ ,J-_Area . R"SERVATION SDUTHERN UTE o . ;
S RN - Pogs : RESERVATION [\ . e
uite } o oIS\ Bhument I} e '
|- ' . ey Famingeon ApA"ccrf‘ERgaLALﬁon ) :
A i A HAVAJO NATION R
! Grand DFF-RESERVATION RESERVATION LT
. ran " TRUST LAND -
'ran-Parashanit i f ’
. National Grand Cahvon Y e T ) o
\donunmnt N aﬂonal P‘érk NAVAJO NATION o -
IUALAPM INDIAN HoPI E " “Santa'Fo.
{RESERVATION ,RESERVATION . ) (N s"?‘%.‘?":"v
| : . Gatupe- L T
T e Flagstaff - ‘ ” . ’ ‘
an, B ) : : Grants. Albuuuamue
! ?f-’fg,'?. R »4. &.,,W"S'W ... Keyboard shaicira  Map data ©2022 Google INED! , Terms of Use S Report a map sror .

@ Gouldings Lodge @ Bluff DweEings Resort & Spa (Primary)

@ View Hotel {Primary} @ Best Western Canyon De Chelly Inn (Secondary)

Hampton by Hiltan Kayenta (Primary) ? Haliday Inn Chinde {(Secondary)

@ Kayenta Monument Valley Inn (Primary) :i'/ Rodevzay nn & Sultes Blanding (Secandary)

N
@ Desert Rose inn & Cabins {Primary) Radevsay inn & Suhies Manticello (Secondary)

Qur survey of the primarily competitive hotels in the local market shows a range of
lodging types and facilities. Descriptions of our findings are presented below.
Pictures were either taken during our inspection, from the hotel’s website, or from
available images online.
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View Hotel
Indian Route 42

PRIMARY COMPETITOR #1 - VIEW HOTEL

FIGURE 5-14 ESTIMATED HISTORICAL OPERATING STATISTICS

Ofjato-Monument Wtd. Annual Occupancy Yield

Valley, AZ Year Room Count Occupancy Average Rate RevPAR Penetration  Penetration 3
Est. 2017 95 70-75 % $170 - $180 $130- $140 120-130 % 140-150 % '
Est. 2018 95 75 - 80 180 - 190 140 - 150 120- 130 140 - 150
Est. 2019 95 70-75 180 - 190 140 - 150 120 - 130 140 - 150
Est. 2021 95 55-60 $170 - $180 $105 - $110 140 - 150 160 - 170

March-2020
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PRIMARY COMPETITOR #2 - HAMPTON BY HILTON KAYENTA

Hampton by Hilton FIGURE 5-15 ESTIMATED HISTORICAL OPERATING STATISTICS

Kayenta .

U.S. Highway 160 Wtd. Annual . Occupancy Yield

Kayenta, AZ Year Room Count Occupancy Average Rate RevPAR Penetration  Penetration
Est. 2017 73 60-65 % $150 - $160 $95 - $100 100-110 % 100-110 %
Est. 2018 73 75 - 80 140 - 150 - 110- 115 120 - 130 110- 120
Est. 2019 73 75- 80 150 - 160 115 - 120 120- 130 120-130
Est. 2021 73 60 - 65 140 - 150 90 - 95 150 - 160 140 - 150

March-2020 Supply and Demand Analysis
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Kayenta Monument

PRIMARY COMPETITOR #3 - KAYENTA MONUMENT VALLEY INN

FIGURE 5-16 ESTIMATED HISTORICAL OPERATING STATISTICS

m Ill i
I

Valley Inn
U.S. Highways 160 & Wid. Annual Occupancy Yield
163 Year Room Count Occupancy Average Rate RevPAR Penetration  Penetration
Kayenta, AZ Est. 2017 160 50-55 % $130 - $140 $70- 575 85-90 % 80-85%
Est. 2018 160 45-50 140 - 150 65-70 70-75 70-75
Est. 2019 160 45 - 50 140 - 150 65-70 - 75-80 70-75
, Est. 2021 160 15-20 $125 - 5130 $20- 525 40 - 45 30- 35
March-2020
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. PRIMARY COMPETITOR #4 - DESERT ROSE INN & CABINS

Desert Rose Inn & FIGURE 5-17 ESTIMATED HISTORICAL OPERATING STATISTICS

Cabins

701 Main Street Wtd. Annual Occupancy Yield

' Bluff, UT Year Room Count Occupancy Average Rate RevPAR Penetration  Penetration
’
Est. 2017 52 65-70 % $180 - $190 $125 - $130 110-120 % 130-140 %
Est. 2018 52 70-75 190 - 200 130 - 140 110- 120 140 - 150
Est. 2019 52 70-75 190 - 200 130- 140 110- 120 140 - 150
Est. 2021 52 . 60 - 65 $200 - $210 $125 - 5130 140 - 150 200 - 210
t
March-2020 : Supply and Demand Analysis 1 1 3
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Secondary Competitors We have also reviewed other area lodging facilities to determine whether any may
' compete with the subject resort property on a secondary basis. The room count of
each secondary competitor has been weighted based on its assumed degree of
competitiveness with the subject hotel. By assigning degrees of competitiveness, we
can assess how the subject resort property and its competitors may react to various
changes in the market, including new supply, changes to demand generators, and
‘renovations or franchise changes of existing supply. The following table sets forth
the pertinent operating characteristics of the secondary competitors. '

March-2020 Supply and Demand Analysis 1 14
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We have identified four hotels that compete with the subject resort property on a
secondary level. While all of these properties are located within the greater subject
region, the Best Western Canyon De Chelly Inn, the Holiday Inn, the Rodeway Inn &
Suites Blanding, and the Rodeway Inn & Suites Monticello feature a limited product
offering and operate at much lower price points. Additionally, these hotels benefit
from their locations along major thoroughfares in the region and thus cater to
different target markets.

Supply Changes It is important to consider any new hotels that may have an impact on the subject
property’s operating performance. E

We have identified the following new supply that is expected to have some degree
of competitive interaction with the subject hotel based on location, anticipated
- market orientation and price point, and/or operating profile.

FIGURE 5-19 NEW SUPPLY

Total
Number of Competitive Weighted Assumed
Proposed Property Rooms Property Type Level Room Count Opening Date ‘eli Development Stage
Proposed Second Hotel 80 Full-Service 100 % 80 Aprit 1, 2025 Early Development
Totals/Averages . 80 80

According to the county planning office and our research, no new hotels are
expected within the subject resort property's competitive submarket at this time,
aside from the proposed upscale resort that will be constructed on the subject site
as part of the subject property. Several ultra-luxury, glamping, or camping resorts
are proposed throughout southern Utah; however, these projects are expected to
operate at a different price point, target a different customer, and/or are in a
different submarket. Furthermore, some hotels have been proposed for
development in northern Arizona, but we have not considered the new supply in
our analysis given the distance and different target customers.

While we have taken reasonable steps to investigate proposed hotel projects and
their status, due to the nature of real estate development, it is impossible to
determine with certainty every hotel that will be opened in the future or what their
marketing strategies and effect on the market will be. Depending on the outcome of
current and future projects, the future operating potential of the subject property
may be affected. Future improvement in market conditions will raise the risk of
increased competition. Qur forthcoming forecast of stabilized occupancy and
average rate is intended to reflect such risk.

March-2020 Supply and Demand Analysis 1 16
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Supply Conclusion We have identified various properties that are competitive to some degree with the
' subject property. We have also investigated potential increases in competitive
supply in this Monument Valley submarket. Goulding's Lodge will continue to
operate in a dynamic market of varying product types and price points. Next, we will
present our forecast for demand change, using the historical supply data presented
as a starting point.

DEMAND The following table presents the most recent trends for the subject hotel market as
tracked by HVS. These data pertain to the subject and competitors discussed.
previously in this section; performance results are estimated, rounded for the
competition, and weighted if there are secondary competitors present. In this
respect, the information in the table differs from the previously presented STR data
and is consistent with the supply and demand analysis developed for this appraisal.

FIGURE 5-20 HISTORICAL MARKET TRENDS

Accommodated Room Nights Market Market
Year Room Nights % Change Availabl % Change Occupancy Market ADR % Change  RevPAR % Change
‘ Est. 2017 159,105 - 260,537 - 611 % $147.13 - $89.85 -
Est. 2018 162,291 20 % 260,537 00 % 62.3 153.54 44 % 85.64 6.4 %
Est. 2019 160,425 (1.2) 260,537 0.0 61.6 155.72 14 95.88 0.3
Est. 2020 93,810 (41.5) 276,737 6.2 339 121.95 (21.7) 41.34 {56.9)
Est. 2021 115,094 227 280,247 13 411 153.36 25.8 62.98 52.4

Avg. Annual Compounded

Chg., Est. 2017-Est. 2021:  (7.8) % 18 % 1.0 % {8.5) %
Demand Analysis Using For the purpose of demand analysis, the overall market is divided into individual
Market Segmentation segments based on the nature of travel. Based on our fieldwork, area analysis, and

knowledge of the local lodging market, we estimate the 2019 distribution of
accommodated-room-night demand as follows.

FIGURE 5-21 BASE-YEAR ACCOMMODATED-ROOM-NIGHT DEMAND

Marketwide Subject Property
2019 2019
Accommodated  Percentage of Accommodated  Percentage of
Market Segment Demand Total Demand Total
Transient 138,415 86 % 26,032 65 %
Group 22,010 14 14,017 35
Total 160,425 100 % 40,049 100 %
March-2020 Supply and Demand Analysis 1 1 7
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Transient Segment

FIGURE 5-22 . MARKET-WIDE ACCOMMODATED-ROOM-NIGHT DEMAND

= Transient = Group

. In the base year, the market’s demand mix comprised transient demand, with this

segment representing roughly 86% of the accommodated room nights in this
Monument Valley submarket. The remaining portion comprised group at 14%, with
the final portion in nature, reflecting 0%.

Using the distribution of accommodated hotel demand as a starting point, we will
analyze the characteristics of each market segment in an effort to determine future
trends in room-night demand.

Transient demand consists of individuals and families spending time in an area or
passing through en route to other destinations; this segment represents travelers
that are not associated with a group or room-night contract. Travel purposes
include business, sightseeing, recreation, or visiting friends and relatives: Transient
demand also includes room nights booked through Internet sites such as Expedia, '
Hotels.com, and Priceline; however, this demand may include group and convention
attendees who use these channels to take advantage of any discounts that may be
available on these sites. In resort destinations, transient demand is strongest Friday
and Saturday nights, and all week during holiday periods and the summer months.
In urban and suburban destinations, transient demand is typically strongest on
Tuesday, Wednesday, and Thursday nights. The typical length of stay ranges from
one to four days, depending on the destination and travel purpose. The rate of
double occupancy normally ranges from 1.0 to 3.0 people per room, with higher
double occupancy occurring in resaort destinations. Price sensitivity tends to vary
with product type. All-suite properties with inclusive food and beverage or luxury
destination properties tend to drive strong transient room rates, with discounted
rates offered at older or value-oriented hotels with limited amenities. For
destination locations, future transient demand is related to the overall economic
health of the primary source cities for visitation; the overall economic health of the
surrounding neighborhood is considered for urban and suburban locations.

March-2020
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Group Segment

The market for the competitive set is predominantly transient in nature, consisting
of leisure travelers seeking accommodations near many of the attractions in the
greater southern Utah/northern Arizona area, as well as the Grand Canyon National
Park and the "Mighty 5" national parks (Canyonland National Park, Capital Reef
National Park, Arches National Park, Bryce Canyon National Park, and Zion National
Park). Visitation data related to Monument Valley were provided for 2017 through
early 2020, reflecting roughly 450,000 visitors prior to the onset of the pandemic.
Many of these visitors also stopped at the Navajo National Monument, Natural
Bridge National Monument, Hovenweep National Monument, Rainbow Bridge
National Monument, and/or Canyon de Chelly National Monument. However, the
greatest draws in the region are the Grand Canyon National Park, the "Mighty 5"
parks, Big Ears, Four Corners, and Mesa Verde National Park. Visitors often stop at
Monument Valley on the way to these larger attractions. Furthermore, Monument
Valley's reputation and history as a film set and its association with John Wayne
attract people to the area and continue to generate film-related demand. Transient
demand significantly declined because of the pandemic in 2020 and early 2021;
however, demand from this segment has rebounded as restrictions have been lifted
and as attractions reopen. While the recovery has been more extended than other
leisure destinations in the region given the ongoing restrictions, a full recovery is
expected in the near term.

In the limited-service sector, group demand is most commonly generated by groups
that require ten or more room nights, but need little to no meeting space within the
hotel. Examples of these groups include family reunions, sports teams, and bus
tours. In some markets, limited-service hotels may also accommodate demand from
groups or individuals attending events at the local convention center or at one of
the larger convention hotels in the area.

Group demand is primarily associated with tours, family groups, small incentive and
corporate events, and weddings. Many tour groups generate room nights, tour
revenue, F&B income, and other events. Additionally, bus drivers for tours utilize
the onsite bus-driver lodging at the subject property, as these groups frequent
Monument Valley and stay throughout the greater region. However, this type of
demand was almost non-existent in 2020 and the first half 2021 due to the COVID-
19 pandemic. Restrictions on tours and group sizes, as well as other ongoing Navajo
Nation restrictions, limited group bookings. The social and smaller groups began to
return to the marketin 2021, and tour groups have or are expected to rebound more
notably in 2022 and 2023. Demand within this segment is forecast to recover fully
by the stabilized year. Furthermore, the addition of Bluff Dwelling Resort & Spa, as
well as the proposed upscale resort at the subject property, are expected to support
corporate groups, additional weddings and social events, incentive groups, film
production, and other groups that have not been fully accommodated in the market
given the historically available supply and product offerings in the greater area.

March-2020
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Base Demand Growth
Rates

Our overall demand forecast for the market was shaped by an evaluation of monthly
occupancy patterns considering the impact of COVID-19 and continued recovery.

Based upon this monthly analysis, our interviews, and changes in segmentation in .

recent months, we have projected demand by segment and have concluded to an
overall annual occupancy for the market.

FIGURE 5-23 AVERAGE ANNUAL COMPOUNDED MARKET-SEGMENT GROWTH RATES

Annual Growth Rate

Accommodated
Demand and Market-
wide Occupancy

Market Segment 2022 2023 2024 2025 2026
Transient 16.0 % .12.5 % 35 % 7.5 % 35 %
Group 50.0 125.0 7.5 7.0 3.0
Base Demand Growth 17.7 % 19.7 % 4.0 % 74 % 34 %

The impact of the COVID-19 pandemic, including the related travel restrictions and
social-distancing protocols, is reflected in the substantial demand decreases that
were registered in 2020 and though August 2021. Although some demand returned
from the summer of 2020 through the summer of 2021, demand increased notably
in September 2021 when restrictions were relaxed as vaccinations continued and
as COVID-19 cases declined, bolstering travel within the region. With most
restrictions lifted as of mid-April 2022, and the remaining expected to be fully lifted
by the summer of 2022, domestic individual travel, tour groups, and some
international travel is resuming. As such, demand levels are anticipated to continue

~ ona positive trajectory in 2022. Further growth is forecast for subsequent years, as
the market continues to rebound from the pandemic-related downturn.

Based upon a review of the market dynamics in the subject property’s competitive
environment, we have forecast growth rates for each market segment. Using the
calculated potential demand for the market, we have determined market-wide
accommodated demand based on the inherent limitations of demand fluctuations
and other factors in the market area. The following table details our projection of
lodging demand growth for the subject market, including the total number of
occupied room nights and any residual unaccommodated demand in the market.

March-2020
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FIGURE 5-24 ACCOMMODATED DEMAND

Historical ) Projected
2019 2021 2022 2023 2024 2025 2026

Transient '
Total Demand 138,415 109,340 126,834 142,688 147,682 158,758 164,315
Growth Rate (21.0) % 16.0 % 125 % 35 % 75 % 35 %
Group
Total Demand 22,010° 5,755 8,632 19,422 20,879 22,340 23,011
Growth Rate (739) % 50.0 % 1250 % 75 % 70 % 30 %
Totals
Base Demand ’ 160,425 115,094 135,466 1 162,110 168,561 181,099 187,325
Overall Demand Growth (28.3) % 17.7 % 19.7 % 40 % 74 % 34 %
Market Mix
Transient 86.3 % 95.0 % 93.6 % 88.0 % 87.6 % 87.7 % 877 %
Group 13.7 ' 50 6.4 120 12.4 123 123
Existing Hotel Supply 714 768 768 768 768 768 768
Proposed Hotels )

Proposed Second Hotel ! 60 80
Available Room Nights per Year 260,537 280,247 280,247 280,247 280,247 302,247 309,447
Nights per Year 365 365 . o 365 365 365 365 365
Total Supply 714 768 768 768 768 828 848
Rooms Supply Growth - - 0.0 % _ 0.0 % 0.0 % 79 % 24 %
Marketwide Occupancy 61.6 % 411 % 48.3 % 57.8 % 60.1 % 59.9 % 60.5 %

! Opening in April 2025 of the 100% competitive, 80-room Proposed Second Hotel

The defined competitive market of hotels experienced a sharp occupancy decline in
2020 and early 2021 given the severe downturn in travel associated with the

" COVID-19 pandemic. The recent recovery, which has been supported by the
relaxation of Navajo Nation and local /federal governmental restrictions, is expected
to continue given the ongoing return of tour groups and events, as well as stronger
levels of both domestic and international leisure travel. Based on historical
occupancy levels in this market, and taking into consideration typical supply and
demand cyclicality, market occupancy is forecast to stabilize near 60%.

March-2020 Supply and Demand Analysis 1 2 1
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6. Projection of Occupancy and Average Rate

Historical Operating
Performance

[

Along with ADR results, the occupancy levels achieved by a hotel are the foundation
of the property's financial performance and market value. Most of a lodging facility's
other revenue sources (such as food and beverage, other operated departments, and
miscellaneous income) are driven by the number of guests, and many expense levels
vary with occupancy. To a certain degree, occupancy attainment can be manipulated
by management. For example, hotel operators may choose to lower rates in an effort
to maximize occupancy. Our forecasts reflect an operating strategy that we believe
would be implemented by a typical, professional hotel management team to achieve
an optimal mix of occupancy and average rate. Furthermore, occupancy is a key
factor at this remote resort, as it helps to drive overall visitation and revenues at

“other components of the resort, including the food and beverage outlets, tours

operation, grocery store, gas/service station, gift shop, and other minor income
sources.

The following tables set forth the subject property's historical occupancy, average
rate, and RevPAR results for both the property (excluding the units located at the
RV park and campground), as well as for the RV park and campground units. For the
purpose of comparison, we have presented corresponding data (as provided by
STR) for the competitive hotels described in the previous section for the table that
includes all hotel units other than those located at the RV park and campground. In
this table, in addition to the annual percent change calculations, we have
determined the subject property's occupancy, average rate, and RevPAR

" penetration rates.

March-2020
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FIGURE 6-1 SUBJECT PROPERTY LODGING (EXCL. RV PARK & CAMPGROUND) - HISTORICAL TRENDS
2015 2016 2017 2018 2019 2020 2021
Gouldings Lodge
Occupancy 80.2 % 736 % 727 % 743 % 722 % 183 % 356 %
Change - (8.3) % {1.2) % 22 % (2.8) % {74.6) % 939 %
Occupancy Penetration 137.7 % 1354 % 1430 % 1409 % - 1385 % 639 % 1023 %
Average Rate $147.53 $173.41 $169.78 $187.48 $193.37 $145.23 $162.69
Change - 175 % (21) % 104 % 31 % {24.9) % 120 %
Average Rate Penetration 134.8 % 1558 % 148.7 % 168.1 % 1730 % 1691 % 1538 %
RevPAR $118.32 $127.56 $123.44 $135.29 $139.59 $26.64 $57.86
Change - 78 % (3.2) % 128 % 02 %, (80.9) % 1172 %
RevPAR Penetration 1856 % 2110 % 2126 % 236.8 % 2395 % 108.0 % 157.3 %
2015 2016 2017 2018 2019 2020 2021
Competitive Set
Occupancy 583 % 543 % 508 % 52.7 % 521 % 287 % 348 %
Change 15 % (6.8) % (6.4) % 37 % {12) % (24.9) % 210 %
Average Rate $109.44 $111.31 $114.20 $111.54 $111.80 $85.88 $105.75
Change 14 % 17 % 26 % (23) % 02 % (23.2) % 231 %
RevPAR $63.76 $60.46 $58.07 $58.82 $58.28 $24.67 $36.77
Change 29 % (5.2) % (4.0) % 13 % {0.9) % {57.7) % 49.0 %
Source:STR

)

Prior to the COVID-19 pandemic, the subject resort historically achieved occupancy
levels higher than the aggregate market average, recording occupancy penetration
levels near 140.0%. However, occupancy declined from a peak achieved in 2015,
partially due to the additions of the villa units, as well as the addition of high-quality
new supply in the area. As such, occupancy levels were in the low 70s prior to the
onset of the pandemic. The subject resort's ADR also registered higher than the
market's ADR during the historical period given the superior product, location -
within Monument Valley, and suite-style rooms that support higher rates. Data for

2020 show a significant drop in occupancy and ADR given the onset of the COVID- -
19 pandemic in March and the subsequent effects on the lodging industry, inclusive
of the subject resort. The closure of many of the area attractions to tourists reduced
demand substantially over the last two years. As restrictions were lifted and as
tourism travel rebounded, occupancy and ADR levels began to increase. However,
the recovery has been more extended because of ongoing restrictions. Additionally,
the subject resort’s occupancy penetration decreased significantly given its size and
reliance on tour and wholesale demand, which were among the first to disappear
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and have been the slowest demand sources to return in the competitive market.

Year-to-date performance data for the subject resort were not provided.

The following figures illustrate the monthly occupancy and ADR levels for the non-
RV-related lodging options on a monthly basis, as well as the available visitation
statistics to Monument Valley. The data are limited and do not directly correlate to
the annual statistics provided, but do provide insight to the trends. Additionally, it
is important to note that 2019 statistics are reportedly inaccurate, and are lower
than true visitation numbers for that year.

FIGURE 6-2 SUBJECT PROPERTY LODGING {EXCL. RV PARK & CAMPGROUND) - HISTORICAL TRENDS
2018 2019
Visitation ‘Occupled Visitation Occupied )
Month Statistics Room Nights  Occupancy ADR Statistics Room Nights  Occupancy ADR
January 4,821 1,911 406 % $89.60 5,187 1,542 327 % $110.13
February 9,819 1,894 445 $95.61 6,766 2,129 50.0 $105.15
March 23,722 3,739 794 $130.21 13,924 3,386 719 $132.55
April 36,650 3,883 85.2 $175.18 25,388 3,778 829 $190.66
May 54,989 4,053 86.0 $233.16 40,346 3,910 83.0 $234.24
June 48,533 3,824 839 $229.28 34,506 3,687 80.9 $232.45
July 64,977 4,246 90.1 $241.78 39,083 4,093 86.9 $245.39
August 90,834 4,462 94.7 $242.53 47,861 4,375 92.8 $248.68
September 64,093 4,285 94.0 $233.54 47,822 4,245 93.1 $240.50
October 29,159 4,240 90.0 $196.63 31,950 4,197 89.1 $206.47
November 10,298 2,605 57.1 $134.47 11,014 2,630 57.7 $123.08
December 5,467 2,078 44.1 $128.48 3,958 2,077 44.1 $106.28
Annual Metrics: 443,362 41,220 743 % $191.69 307,805 - 40,049 722 % $196.26
Source: Ownership & Tribal Park Representatives
)
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FIGURE 6-3  SUBJECT PROPERTY LODGING (EXCL. RV) CONT. — HISTORICAL TRENDS

’ 2020 ‘ 2021

Visitation  Occupied

! Month Statistics Room Nights ~ Occupancy ADR Occupancy ADR
January 3,912 1,544 328 %  $109.34 11.8%  $103.68
February 8,583 1,927 453 $112.91 14.0 $102.75
March 4,754 1,350 287 $169.39 29.3 $137.65
April N/A 184 40 $130.66 35.4 $159.02
May N/A 211 45 $195.57 36.5 $183.19
June N/A 547 12.0 $209.16 39.5 $197.44
luly N/A 512 10.9 $224.52 34.1 $204.75
August N/A a1 8.7 $210.80 29.8 $195.93
September N/A 824 18.1 $199.31 57.0 $200.87
October : N/A 930 19.7 $181.31 51.7 $199.69
November N/A ’ 754 16.5 $141.89 47.4 $135.27

' December N/A 983 209 $129.27 39.4 $133.70

Annual Metrics 17,249 10,177 183 %  $153.63 356 %  $171.79

Source: Ownership & Tribal Park Representatives

Furthermore, we have analyzed the seasonality of the historical performance of the-
subject property given the notable changes in visitation on a monthly basis.
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FIGURE 6-4 SUBIJECT PROPERTY LODGING (EXCL. RV) CONT. — SEASONAL HISTORICAL TRENDS

2018 2019 2020 2021

High Season - May, June, July, August, September, October .
Occupancy 89.8 % 876 % 123 % 414 %

Average Rate $229.59 $234.74 $200.91 $197.40
RavPAR - 205,69 24.68 81.64

Shoulder Season - March, April

Occupancy 822 % 773 % 16.5 % 323 %
Average Rate $153.12 $1_63.19 $164.74 $149.17
RevPAR - 126.09 27.26 48.18

Low Season - January, February, November, December :
Occupancy 465% . 459 % 286 % 283 %

Average Rate $114.23 $111.98 $119.14 $127.57
RevPAR - 51.43 34.02 36.14

Source: Ownership {Historical)

As noted previously, the subject resort features an RV park and campground, which
includes 66 RV spots, 27 tent sites, 3 onsite cabins, and a home. Moreover, it is
important to note that a new luxury home is located on this site; however, as of the
date of our inspection, the home was not yet finished. Historically, the RV park and
campground maintained occupancy levels in the low- to mid-40s range, before
declining in 2020 because of the effects of the COVID-19 pandemic and the
corresponding restrictions on travel. Although occupancy declined, ADR increased
slightly at that time. Thereafter, occupancy increased in 2021 as travel began to
rebound and as road trips became a popular vacation choice, especially to rural
markets located near major outdoor recreational areas, such as the subject market.
The following table illustrates the historical occupancy, ADR, and RevPAR trends of
the RV park and campground. However, the RV park and campground are not
included 'in the supply-and-demand analysis given their unique product. The
historical information and future forecast of the RV park and campground are
detailed in the Income Capitalization Chapter.
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Penetration Rate
Analysis

Bése-Year Penetration
Rates by Market
Segment

FIGURE 6-5

RV PARK & CAMPGROUND — HISTORICAL TRENDS
Historical

2018 2019 2020 2021
RV, Tent, and Cabins Units 97 97 97 97
Occupancy 429 % 434 % 146 % 280 %
Change in Points - 15 {29.8) 135
Average Rate $57.19 $60.55 $61.49 $60.01
Change - 5.9 % 16 % {2.4) %
RevPAR $24.53 $26.89 $8.97 $16.83
Change . - 9.6 % {66.6) % 876 %
Revenue $868,471 $952,071 $317,649 $595,872
Change - 96 % (66.6) % 876 %

The remaining tables in this chapter exclude the RV park and campground but
include all other lodging options.

The subject resort's forecasted market share and occupancy levels are based upon
its anticipated competitive position within the market, as quantified by its
penetration rate. The penetration rate is the ratio of a property’s market share to its
fair share. ‘

In the following table, the penetration rates attained by the primary competitors
and the aggregate secondary competitors are set forth for each segment for the base
year, 2019. As discussed previously in the Supply and Demand Analysis chapter of
this report, we are utilizing the market’s performance prior to the onset of the
COVID-19 pandemic as a benchmark for projecting a return to normalized

performance.

March-2020

Projection of Occupancy and Average Rate 1 27
Goulding's Lodge — Oljato-Monument Valley, Utah



‘z
i

s

o

~4-v-§_'
(o i
a
e

FIGURE 6-6 HISTORICAL PENETRATION RATES

&, ”

Property

Gouldings Lodge 88 % 299 % 117 %
View Hotel 127 89 122
Hampton by Hilton Kayenta 141 a7 128
Kayenta Monument ValleyInn 86 28 78
Desert Rose inn & Cabins 120 - 84 115
Secondary Competition 86 28 78

As a result of its varying levels of penetration among the two market demand
segments, the Goulding's Lodge achieved an overall penetration rate of 117% in
2019. Overall, the subject hotel’s occupancy penetration level was ranked third
among the illustrated averages.

Forecast of Subject Because the supply and demand balance for the competitive market is dynamic,

Property’s Occupancy there is a circular relationship between the penetration factors of each hotel in the
market. The performance of individual new hotels has a direct effect upon the
aggregate performance of the market and, consequently, upon the calculated
penetration factor for each hotel in each market segment. The same is true when the
performance .of existing hotels changes, either positively (following a
refurbishment, for example) or negatlvely (when a poor]y mamtamed or marketed
hotel loses market share).

A hotel’s penetration factor is calculated as its achieved market share of demand
divided by its fair share of demand. Thus, if one hotel’s penetration performance
increases, thereby increasing its achieved market share, this leaves less demand
available in the market for the other hotels to capture, and the penetration
performance of one or more of those other hotels consequently declines (other
things remaining equal). This type of market share adjustment takes place every
time there is a change in supply or a change in the relative penetration performance
of one or more hotels in the competitive market.

Our projections of penetration, demand capture, and occupancy performance for
the subject property account for these.types of adjustments to market share within
‘the defined competitive market. Consequently, the actual penetration- factors
applicable to the subject property and its competitors for each market segment in
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FIGURE 6-7  FORECAST OF SUBJECT PROPERTY'S OCCUPANCY (EXCL. RV PARK & CAMPGROUND)

each projection year may vary somewhat from the penetration factors delineated in
the previous table. '

In 2020 and 2021, the subject resort experienced a shift in its market mix given the
effects of the COVID-19 pandemic, having captured more transient demand than
typical given the virtual halt of tour demand and limited wholesale reservations. The
pandemic had a more significant impact on group demand given the closure of the
Monument Valley Tribal Park following the onset of the COVID-19 pandemic
through the late summer of 2021; this closure resulted in virtually no tour groups
during that time. Although property ownership began to hold tours along the
canyons on the subject property, tour groups still reportedly remained relatively
minimal. Going forward, the subject resort's market mix is anticipated to gradually
return to a similar mix to what was realized in 2019; however, group contribution
is expected to register slightly lower over the long term given a focus on higher-
rated business and the anticipated changes in travel patterns.

Similar to the market forecast, the subject resort’s occupancy has been analyzed on
a monthly basis. The subject hotel's occupancy forecast is set forth as follows, with
the adjusted projected penetration rates used as a basis for calculating the amount
of captured market demand.

Historical Projected
Market Segment 2019 2021 2022 2023 2024 2025 2026
Translent
Demand 138,415 109,340 126,834 142,688 147,682 158,758 164,315
Market Share 188 % 171 % 199 % 189 % 186 % 17.1 % 166 %
Capture 26,032 18,744 25,240 26,921 27,404 22,127 27,228
Penetration 88 % 87 % 101 % 95 % 94 % 93 % 92 %
Group
Demand 22,010 5,755 8,632 19,422 20,879 22,340 23,011
Market Share 63.7 % 171 % " 540% 58.6 % © 597 % 56.0 % 523 %
Capture 14,017 987 4,665 11,377 12,455 12,510 12,026
Penetration 299 % 87 % 273 % 296 % 301 % 305 % 291 %
Total Room Nights Captured 40,049 19,730 29,905 38,298 3§,859 39,637 39,254
Avallable Room Nights 55,480 55,480 55,480 55,480 55,480 55,480 55,480
Subject Occupancy 2% 36 % 54 % 69 % 72 % 71 % 71 %
Market-wide Avallable Room Nights 260,537 280,247 280,247 280,247 280,247 302,247 309,447
Falr Share 21 % 20 % 20 % 20 % 20 % 18 % 18 %
Market-wide Occupied Room Nights 160,425 115,094 135,466 162,110 168,561 181,099 187,325
Market Share 25 % 17 % 22 % 24 % 24 % 2% 21 %
Market-wide Occupancy 62 % 41 % a8 % 58 % 60 % 60 % 61 %
Total Penetration 117 % 87 % 112 % 119 % 119 % 119 % 117 %
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The subject resort's occupancy penetration in the first projection year is forecast to
increase as demand continues to rebound and return to normal levels, including the
return of typical wedding and tour group demand. Given that the subject resort is
one of the foremost facilities within the region, providing access to Monument
Valley and creating a full resort experience, the subject resort's occupancy is
expected to increase at a faster pace than that of the competitive market. Based on
the analysis of visitation, the subject resort has historically captured a high portion
of visitation during non-peak months given the capacity to do so before those guests
may be displaced to other locations. The subject resort's occupancy penetration is
forecast to fluctuate upon the opening of the proposed, onsite, 80-room resort and
then stabilize near 115.0%. This stabilized level is below historical peak levels given
the impact of recently opened new supply and a second resort at the subject

property.

- The positioned segment penetration rates of the subject resort, excluding the RV

Park and Campground units, result in the following market segmentation forecast.

" FIGURE 6-8  MARKET SEGMENTATION FORECAST — SUBJECT PROPERTY

' 2019 2021 2022 2023 2024 2025 2026
Transient 65 % 95 % 84 % 70 % 69 % 68 % 69 %
Group 35 5 16 30 31 32 31
Total 0% 100% | 100% 100% 100% 100% 100 %
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Average Rate Analysis

Competitive Position

FIGURE 6-9  STABILIZED MARKET SEGMENTATION — SUBJECT PROPERTY

® Transient ® Group

Based on our analysis of the subject property and market area, we have selected a
stabilized occupancy level of 71% in 2025/26. The stabilized occupancy is intended
to reflect the anticipated results of the property over its remaining economic life
given all changes in the life cycle of the hotel. Thus, the stabilized occupancy
excludes from consideration any abnormal relationship between supply and
demand, as well as any nonrecurring conditions that may result in unusually high
or low occupancies. Although the subject hotel may operate at occupancies above
this stabilized level, we believe it equally possible for new competition and
temporary economic downturns to force the occupancy below this selected point of
stability.

One of the most important considerations in estimating the value of a lodging facility
is a supportable forecast of its attainable average rate, which is more formally
defined as the average rate per occupied room. Average rate can be calculated by
dividing the total rooms revenue achieved during a specified period by the number
of rooms sold during the same period. The projected average rate and the
anticipated occupancy percentage are used to forecast rooms revenue, which in turn
provides the basis for estimating most other income and expense categories.

Although the average rate analysis presented here follows the occupancy projection,
these two statistics are highly correlated; one cannot project occupancy without
making specific assumptions regarding average rate. This relationship is best
illustrated by revenue per available room (RevPAR), which reflects a property's
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ability to maximize rooms revenue. The following table summarizes the historical
average rate, RevPAR, and respective ADR and RevPAR penetration levels for the
subject property (excluding the RV Park and Campground} and its competitors. The
stabilized average rate and RevPAR levels that have been projected for the subject
resort (excluding the RV Park and Campground), expressed in base-year dollars, are
also presented to understand the ADR positioning anticipated for the property upon
stabilization. The basis for our ADR projection follows later in this section of the
report.

FIGURE 6-10 BASE-YEAR ADR AND REVPAR — SUBJECT PROPERTY AND ITS COMPETITORS

Rooms Revenue

Estimated 2021 Average Rate Per Available RevPAR
Property Average Room Rate Penetration Room (RevPAR) Penetration
Gouldings Lodge $162.69 106.1 % $57.86 919 %
View Hotel | »170 - 180 110- 120 105 - 110 ‘ 160- 170
Hampton by Hilton Kayenta ‘ 140 - 150 90 - 95 90 -95 140 - 150 '
Kayenta Monument ValleyInn 125-130 80- 85 20- 25 30-35
Desert Rose Inﬁ & Cabins 200- 210 130- 140 125 - 130 200 - 210
Bluff Dwellings Resort & Spa 230-240 150- 160 125-130 200 - 210
Average - Subject & Primary Competitors $172.03 1122 % $72.74 1155 %
Average -Secondary Competitors 84.84 55.3 31.52 50.0
Overall Average $153.36 1000 % $62.98 1000 %
Subject As if Stabilized (In 2021 Dollars) | 4 $186.§6 1219 % | $90.98 1445 %

The following table illustrates the subject property’s annual ADR positioning
relative to the competitive market in recent years.

March-2020 Projection of Occupancy and Average Rate 1 3 2
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FIGURE 6-11 HISTORICAL ADR - MARKET AND SUBJECT PROPERTY

Areawide (Calendar Year) Subject Property {Calendar Year)
Average Rate Average Rate Average Rate
Year  Average Rate Growth Average Rate Growth Penetration
2017 $147.13 - $169.78 — 1154 %
2018 153.54 4.4 % 187.48 104 % 1221
2019 155.72 14 193.37 31 124.2
2020 121.95 -21.7 145.23 -24.9 119.1
2021 153.36 25.8 162.69 120 106.1

The Bluff Dwellings Resort & Spa achieved the highest estimated average rate in the
local competitive market, by a significant margin, because of the property's new

. facility and upscale offering. Other important rate aspects of this market include the

heavy reliance on tourism and the significant seasonality. Furthermore, property
size, proximity to demand generators, and mix of business all contribute to ADR
levels. The subject resort’s historical rate reflects the resort's positioning as self-
contained resort property, as well as the larger guestroom offering and portion of
lower-rated tour, wholesale, and group demand. This rate level is considered
appropriate for this market given the resort's variety of lodging offerings and
ancillary facilities, which support the operation and provide ample amenities for
guests to enjoy, as well as its varied condition.

Market-wide rates steadily increased between 2017 and 2019, before decreasing in
2020 because of the COVID-19 pandemic. In 2021, a strong increase in transient
travelers and a sharp reduction in tour group and wholesale demand resulted in a
significant increase in ADR. We note that group demand is typically lower rated;
thus, the increase in transient demand supplemented some lost group demand and
resulted in a much higher ADR. ADR is forecast to increase above the rate of inflation
in the first projection year, driven in part by the change in demand segmentation
and the pent-up demand for outdoor-oriented areas such as Monument Valley. In
the second projection year, this competitive market should experience more modest
ADR growth, with ADR increases pacing lower than the forecasted rate of inflation,
assuming that group demand has fully returned to typical levels (suppressing ADRs
in the market) and transient demand normalizes.

Similar to the market's and the subject hotel’s occupancy projections, we have

evaluated ADR on a monthly basis, specifically considering the recovery from the
nadir of occupancy and ADR in the spring and summer of 2020. Based on these
considerations, the following table illustrates the projected average rates and the
growth rates assumed. Note that our forecast of income and expense, which follows
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later in this report, assumes an underlying inflation rate of 5.0% in the first year
following the base year, and a 3.0% annual rate of growth thereafter.

FIGURE 6-12 ADR FORECAST — MARKET AND SUBJECT PROPERTY (EXCL. RV PARK & CAMPGROUND)

Areawlde (Calendar Year) Subject Property (Calendar Year)

Average Rate Average Rate Average Rate
Year Occuparncy Growth Average Rate Occupancy Growth Average Rate  Penetration

__Historical __
2019 61.6 % -_ $155.72 720 % -_— $193.37 1242 %
2020 33.9 -21.7 % 121.95 18.0 <249 % 145.23 119.1
2021 411 25.8 153.36 36.0 12.0 162.69 106.1

Projected
2022 483 8.0 % 165.62 54.0 15.0 % 187.10 113.0

2023 57.8 2.0 168.94 69.0 85 203.00 1202
2024 60.1 3.0 174.00 720 45 212.13 1219
2025 59.9 3.0 179.22 71.0 3.0 218.50 1219
2026 60.5 3.0 184.60 71.0 3.0 225.05 121.9

As shown above, the subject resort’s average rate is projected to improve by 15% in
2022. The subject resort's room rate is expected to follow a trend similar to that of
the market, increasing in the first projection year, with the resort’s ADR penetration
level increasing by the stabilized year. The subject resort's ADR is forecast to
notably recover in the first projection year, as both occupancy and ADR have lagged
the recovery in the market given the reliance on tours that were more limited than
other demand generators throughout 2021, We note that the varied condition of the
facility, with some aspects of the property being in excellent condition and others in
good condition, will restrict ADR growth going forward. Furthermore, in order to
reach the projected occupancy levels, the subject resort is anticipated to capture
additional lower-rated tour, group, and wholesale demand, as this demand fully
returns to the market. The seasonality of the market is another key factor that
affects occupancy and ADR levels. Moreover, the planned opening of the proposed
80-room resort at the subject property will likely limit management's ability to
achieve peak rates. Anticipated future economic strength, as well as the subject
resort's reputation as a tourism destmatlon should support longer-term rate
improvements for the subject resort.

The following tables provide a comparison of the historical performance and
forecasts for the subject property (excluding the RV Park and Campground units)
. and competitive set on a calendar-year basis.
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The following occupancies and average rates will be used to project the subject
hotel's rooms revenue. This forecast, which begins on April 1, 2022, has been
fiscalized as appropriate to correspond with our financial projections.

'FIGURE 6-14 FORECAST OF OCCUPANCY AND AVERAGE RATE

Year Occupancy Average Rate RevPAR
2022/23 58 % $191.02 $110.79
2003/24 70 205.25 143.68
2024/25 72 213.70 153.87
2025/26 71 22011 - 156.28
2026/27 71 226.72 160.97
March-2020 ‘Projection of Occupancy and Average Rate 1 36
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7. Highest and Best Use

As If Vacant

* As Improved

The concept of highest and best use is a fundamental element in the determination
of value of real property, either as if vacant or as improved. USPAP requires that a
property’s highest and best use be analyzed. Only if the current improvements do
not reflect the highest and best use of the property does the highest and best use of
the site “as if” vacant need to be considered.

Highest and best use is defined as follows:

The reasonably probable use of property that results in the highest value.
The four criteria that the highest and best use must meet are legal
permissibility, physical possibility, financial feasibility, and maximum
productivity.10 :

The subject site enjoys a favorable location near a national monument and is of an
appropriate size to support any number of resort, recreational, or tourism-related
projects. Additionally, the zoning designation allows for a variety of uses. However,
the recovery from the pandemic is ongoing, construction costs are at record levels,
and financing costs are increasing and provided on a more limited basis. As such,
more research to the timing and composition of the future use would be required.

The subject resort represents a viable enterprise that historically generated a
positive EBITDA Less Replacement Reserve prior to the COVID-19 pandemic.
Profitability is expected to increase going forward as EBITDA Less Replacement
Reserve levels recover. Accordingly, the property is anticipated to generate a
sufficient return to the land over the long term to continue to support its current
use as an operating resort. It is our opinion that the highest and best use of the
subject property is its continued use as a self-contained, full-service resort.

10 Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal
Institute, 2015).
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8. Approaches to Value

Income Capitalization
" Approach

Sales Comparison
Approach

Cost Approach

In appraising real estate for market value, three approaches to value are considered:
income capitalization, cost, and sales comparison. Basic summaries of each
approach are provided as follows; please refer to the introduction of each respective
chapter for additional description.

The income capitalization approach analyzes a property's ability to generate
financial returns as an investment. The appraisal estimates a property's operating
cash flow, and the result is utilized in a direct capitalization technique and a
discounted cash flow (DCF) analysis. The income capitalization approach is often
selected as the preferred valuation method for operating properties because it most
closely reflects the investment rationale of knowledgeable buyers.

The sales comparison approach estimates the value of a property by comparing it to
similar properties sold on the open market. To obtain a supportable estimate of
value, the sales price of a comparable property must be adjusted to reflect any
dissimilarity between it and the property being appraised. The sales comparison
approach is most useful in the case of simple forms of real estate such as vacantland
and single-family homes, where the properties are homogeneous, and the
adjustments are few and relatively simple to compute. In the case of complex

- investments such as hotels, where the adjustments are numerous and more difficult

to quantify, the sales comparison approach loses much of its reliability. For the
subject property and remote resorts with complex and varied revenues sources, the
sales comparison approach is not considered reliable given the degree and number
of adjustments required. '

The cost approach estimates market value by computing the cost of replacing the
property and subtracting any depreciation resulting from physical deterioration,
functional obsolescence, and external (or economic) obsolescence. The value of the
land, as if vacant and available, is then added to the depreciated value of the
improvements for a total value estimate. The cost approach is most reliable for
estimating the value of new properties; however, as the improvements deteriorate
and as market conditions change, the resultant loss in value becomes increasingly
difficult to quantify accurately. Moreover, our experience with hotel investors
shows that this group of buyers and sellers relies upon the methods of the income
approach when making decisions; the cost approach generally does not play a
significant role in determining the purchase price. However, investors may consider
the replacement cost of an asset in making their purchase and pricing decisions, as
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the opportunity to acquire a property for below replacement cost can enhance the
appeal of a potential acquisition. '

Reconciliation The final step in the valuation process is the reconciliation and correlation of the
value indications. Factors that are considered in assessing the reliability of each
approach include the purpose of the appraisal, the nature of the subject property,
and the reliability of the data used. In the reconciliation, the applicability and
supportability of each approach are considered, and the range of value indications
is examined. The most significant weight is given to the approach that produces the
most reliable solution and most closely reflects the criteria used by typical investors.
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9. Income Capitalization Approach

Methodology

The income capitalization approach is based on the principle that the value of a
property is indicated by its net return, known as the present worth of future
benefits. The future benefits of income-producing properties, such as hotels and
remote resorts, are net income before debt service and depreciation (as estimated
by a forecast of income and expense) and any anticipated reversionary proceeds
from a sale. These future benefits can be converted into an indication of market

‘value through a capitalization process and discounted cash flow (DCF) analysis.

Using the income capitalization approach, the subject property has been valued by
analyzing the local market for transient accommodations, examining existing and
proposed competition, and developing a forecast of income and expense that
reflects current and anticipated income trends and cost components through a
stabilized year of operation.

The forecast of income and expense is expressed in current dollars for each year.

The stabilized year is intended to reflect the anticipated operating results of the
property over its remaining economic life given any or all applicable stages of build-
up, plateau, and decline in the life cycle of the hotel. Thus, income and expense
estimates from the stabilized year forward exclude from consideration any
abnormal relationship between supply and demand, as well as any nonrecurring
conditions that may result in unusual revenues or expenses. The stabilized year's
net income!! is then extended into an eleven-year forecast of income and expense
by applying the assumed underlying inflation rate to each revenue and expense item
from the stabilized year forward, unless otherwise noted.

The eleven-year forecast of net income forms the basis of a ten-year, unlevered DCF
analysis, where ten years of net income and the reversionary value derived from the
capitalized eleventh year's net income are discounted back to the date of value and
summed to derive an estimate of market value. The application of an overall
discount rate to a property’s cash flow inherently reflects the cost of debt and equity
prevalent in the marketplace. It is called an unlevered DCF because it does not
explicitly consider the cost and leverage of debt financing (i.e., it is applied to cash
flow before debt service and return on owner’s equity). The ten-year period is
utilized to be consistent with assumptions employed in the evaluation of other real
estate asset classes and facilitates comparison of rates of return. The forecasted

1t Net income is equivalent to EBITDA Less Replacement Reserves.
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income streams reflect the future benefits of owning specific rights in income-
producing real estate. '

Review of Operating Because the subject property is an existing resort with an established operating

History performance, its historical income and expense experience can serve as a basis for
projections. The following income and expense statements were provided by
current ownership. We have reorganized the stalements in accordance with the
Uniform System of Accounts for the Lodging Industry (USALI). However, the cost of
sales and payroll expenses were not allocated to each department for 2020 and
earlier; as such, we utilized the 2021 data and industry metrics to allocate these
historical expenses, as the more-detailed accounting and allocations to revenues
sources in 2021 were considered the most reliable.
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. FIGURE 9-1  HISTORICAL OPERATING PERFORMANCE

2021 Calendar Year 2020 Calendar Year
Number of Rooms: 152 152
Monument Valley Vishors: : 17,249
Paid Occupled Rooms: 19,730 10,177
Days Open: 365 365
Total Occupancy: 35.6% Amount per per Paid 18.3% Amount per per Pald
Average Rate: $162.69 Percentage  Available Occupied $145.23 Percentage  Avallable Occupied
. RevPAR:  $57.86 of Revenue Room Room $26.64 of Revenue Room Room
OPERATING REVENUE
Rooms $3,210 205 % $21,118 $162.69 51,478 141 % 89,724 $145.23
Food & Beverage 1,659 106 10,917 8411 491 4.7 3,227 48.20
Other Operated Departments 62 0.4 411 317 55 0.5 362 5.40
RV & Camping -~ 606 39 3,985 30.70 320 31 2,107 31.47
Tours 1,093 7.0 7,189 55.38 295 28 1,944 29.04
Gift Shop 749 4.8 4,930 3798 434 41 2,856 42.65
Grocery Store 5,142 32.8 33,828 260.61 4,990 42.7 32,832 490.37
Gas Station 2,975 19.0 19,575 150.81 2,294 219 15,091 225.40
Miscellaneous lncome 164 11 1,082 833 106 1.0 698 1042
Total Operating Revenue 15661 100.0 103,035 793.78 10,464 100.0 68,841 1,028.18
DEPARTMENTAL EXPENSES* . .
Rooms 959 299 6,312 48.63 842 57.0 5,541 82.75
Food & Beverage 950 573 6,251 48.16 467 95.2 3,071 45.86
Other Operated Departments 8 123 51 0.39 8 142 51 0.77
RV & Camping 82 136 542 4.18 57 179 377 5.63
Tours 488 446 3,208 24.72 260 8738 1,708 25.50
Gift Shop 138 18.4 905 6.97 96 222 634 9.46
Grocery Store 3911 76.1 25,732 198.24 3,879 7 25,520 381.16
Gas Station 2,649 89.0 17,426 13425 2,069 90.2 13,611 203.29
Total 9,185 58.6 60,427 465.53 7,678 734 50,512 754.42
DEPARTMENTAL INCOME 6,476 41.4 42,608 328.25 2,786 26.6 18,329 273.75
UNDISTRIBUTED OPERATING EXPENSES .
Administrative & General 1,235 79 8,126 62.60 977 93 6,430 96.04
Info. and Telecom. Systems 182 1.2 1,197 9.22 48 05 314 4.69
Marketing 84 0.5 550 4.24 110 10 721 10.77
Prop. Operations & Maint. 903 5.8 5,938 45.75 934 89 6,146 91.80
Utilities 599 3.8 3,939 30.35 392 3.7 2,580 3853
Total 3,002 13.2 19,750 152.15 2,461 235 16,191 241.82
GROSS OPERATING PROFIT 3,474 22.2 22,858 176.10 325 3.1 2,138 31.93
Management Fee . 0 0.0 0 0.00 0 0.0 0 0.00
INCOME BEFORE NON-OPER. INC. & EXP. 3,474 222 22,858 176.10 325 3.1 2,138 31.93
NON-OPERFI‘ING INCOME AND EXPENSE
Property Taxes 247 16 1,623 12.50 246 23 1,617 24.16
Insurance 292 19 1,920 14.79 133 13 874 13.05
Rental Income (14) (0.1) {95} {0.73} 0 0.0 [+] 0.00
tand Lease ] 0.0 0 0.00 10 0.1 68 101
Equipment Lease Q 0.0 0 0.00 4 0.0 26 0.39
Total 524 3.3 3,447 - 26.56 393 38 2,585 38.61
EBITDA 2,950 188 19,411 149.54 (68) {0.6) {447) JG.BQ_
Reserve for Reptacement 0 0.0 )] 0.00 Q 0.0 0 0.00
EBITDA LESS RESERVE $2950 188 % _ $19.411 $149.54 ($68) __{0.6) % (8447 ($6.68)
NO! adjusted to reflecta
3.0% mgmtfee and a 4.0% reserve $1,854 118 % {$800) (7.6) %

*Departmental expenses are expressed as a percentage of departmenta! revenues.
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FIGURE9-3  HISTORICAL TOTAL REVENUE, HOUSE PROFIT, AND EBITDA LESS REPLACEMENT RESERVE

SUMMARY
Total Revenue House Profit House EBITDA Less Replacement Reserve
% Profit As a % of
Year Total Change Total % Change Ratio Total % Change  Ttl Rev
Historical 2017 $22,955,000 - $7,023,000 - 30.6 % $5,070,000 — 221 %
2018 23,867,000 40 % 7,240,000 3.1 % 303 -5,419,000 69 % 227
2019 24,382,000 2.2 7,244,000 0.1 29.7 4,970,000 {8.3) 20.4
2020 10,464,000 © {57.1) 325,000 {95.5) 31 {800,000) (116.1) {7.6)
2021 15,661,000 49.7 3,474,000 968.9 222 1,854,000 331.8 11.8

Comparable Operating
Statements

In our review of the historical statements, revenues increased from 2017 through
2019. While the subject resort's EBITDA Less Replacement Reserve increased (as a
dollar amount) during that period, profitability has decreased since peaking in 2018

because of higher undistributed operating expenses and/or the onset of the

pandemic. More recently, EBITDA Less Replacement Reserve has begun to rebound
concurrent with the ongoing recovery.

In order to gauge the subject resort hotel's profitability, we have reviewed the
following individual income and expense statements from comparable resorts,
derived from our database of hotel income and expense statements. All financial
data are presented according to the three most common measures of industry
performance: ratio to sales (RTS), amounts per available room (PAR), and amounts
per occupied room night (POR). Resorts with similar other revenue sources were
selected when available; however, some components required individual
comparable operating statements, which are shown within the departmental lines.
These historical income and expense statements will be used as benchmarks in our
forthcoming forecast of income and expense. The subject resort hotel's 2019
operating history has been included to facilitate a comparison. The subject’s
stabilized statement of income and expense, deflated to 2019 dollars, is also
presented.
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~ FIGURES-4 COMPARABLE OPERATING STATEMENTS: RATIO TO SALES
Subject Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Subject
Stabilized $
Year: 2019 2019 2019 2019 2019 2016 2019
Edition: 11 11 10 11 11 11 11
Number of Rooms: 152 26010330 260to0330 60to80 310t0390 160 to 210 152
Days Open: 365 365 365 365 365 365 365
Occupancy: 72.2% 77% 72% 62% 73% 58% 71%
Average Rate:  $193.37 $212 $166 $204 $148 $221 $185
RevPAR: $139.59 $163 $119 $127 $108 $129 $131
REVENUE
Rooms 318 % 515 % 430 % 33.0 % 231 % 44.1 295 %
Food & Beverage 114 26.2 17.5 40.5 30.1 36.2 12.1
Other Operated Departments 55.3 21.2 38.2 25.9 41.5 184 56.9
Miscellaneous Income 15 11 13 0.6 5.3 13 1.5
Tota! 100.0 100.0 100.0 100.0 100.0 100.0 100.0
DEPARTMENTAL EXPENSES*
Rooms 28.1 228 294 21.7 371 29.9 26.3
Food & Beverage 913 82.1 65.5 62.0 75.5 77.7 81.3
Other Operated Departments 64.1 56.3 63.1 58.8 51.7 37.1 62.7
Total 54.8 45.1 48.2 47.5 52.7 48.1 53.3
DEPARTMENTAL INCOME 45.2 549 51.8 52.5 47.3 519 46.8
UNDISTRIBUTED OPERATING EXPENSES
Administrative & General 7.0 9.2 6.7 12.2 7.1 7.3 7.2
Info. and Telecom. Systems 0.2 14 0.0 0.1 17 1.2 0.8
Marketing 0.5 5.8 6.7 4.6 6.7 36 24
Property Operations & Maintenance 5.8 11.0 15 7.3 7.0 5.2 6.0
Utilities 19 a1 26 27 28 19 19
Total 15.5 315 17.6 27.0 254 19.2 18.3
GROSS OPERATING PROFIT 29.7 23.4 34.2 25,5 21.9 32.7 28.5
Management Fee 0.0 0.0 0.0 0.0 2.4 3.2 