







































































Introduction of the Market and Economic Feasibility
Study

The Whippoorwill Regional Business Development Office
solicited proposal from consultant firms to provide a
market and economic feasibility study (study) for the
Pinon Community in the develoopment of a Multi-Purpose
ffice Complex. The Pinon Commtunity desires an office
complex having potential capacity to complex office
leasing and rental of 8-10 Navajo Nation, state of
Arizona, Navajo county ana other Federal resource
programs with @ conferencing center. The former McGee
Traders business tract 1s the available site for this
development with existing utility ir ‘astructure.

The market and economic feasibility study 1s to
evaluate the Pinon Community and the surrounding
regional market comprising 6 different smaller
communities or chapter gocvernments, which, with their
presences 1n Pinon fosters economic development.

The intent of this study is to determine the
feasibility of the devalopment ¢of this Multi-Purpcse
Office Complilex for the Whippoorwill Regional Business
Development Cffice (RBDO) economic development strateqgy
and initiative that it may proceed with the findings of

this report.

Indian Affiliates, Inc., a management consulting firm,
certified by the Navajo Business Regulatory Department
as a PRICRITY ONE firm was awarded the contract, and a
notice to proceed issued on September 26, 2012.

On October 15, 2012, Indian Affiliates met with the
Chapter leadership of Piron Chapter with =z
representative from RBDO to notify the Chapter of the
intent of RBDO and the hiring of Indian Affiliates as
consultant to this project. 1In the interim and
thereafter, Indiar Affiliates gathered data and
information for analysis to determine feasibility of
the aforementioned project, and as a result, on October
23, 2012, a Draft Preliminary Report was provided for
review and irput by the Pincn Chapter oificials and
RBDO for the final report.

The Final Report was delivered on November 5, 2012,
with final discussion with the Pinon Chapter government
and RBDO or November 5, 2012 as well.



II.

Executive Summary

Jay

Description of the Project

The use of a feasibility study is to determine by
assessment the use o a2 particular site to
successfully generate monies from the sale of a
particﬁlar preduct or service. In the instant
study, Indian Affiliates completed the gathering
of data and information to analyze the potential
of developing an Intergovernmental Office Complex
on the former McGee Traders business tract in
Pinon Community. This initiative inclucded the
understanding of the Whippoorwill RBDO’s economic
strategy for the Pinon and surrounding region to
foster eccnomic development in a plannec approach.

The proposed development of the Intergovernmental
Office Complex would be to developed for leasing
and/or rental of office space for a variety of
public programs cor service related delivery of
existing programs within the Navajo Nation
government; the state of Arizona programs,
basically for low to medium income people; the
Navajo County of Covernments services which
provides to Navajo County residents of which the
Community cf Pinon i1s serviced; and other federal
programs currently available in primary growth
centers on the Navajo Naticn.

Generally, most chapter communities average 1,CCC
- 1,500 local residents, and sometimes more,
depending on services for which other community
residents might come to a given community. For
example, Pinon has constructed the Pinon Unified
School Districts based on tne approximate 10,000
people/6 communities who belong to the school
district. And based on information gathered from
the Navajo Nation, approximately 45% of the
population 1s below poverty level, represented by
an average income of $12,000.00 per year for a
family of four (4). By the information gathered,
these income and social living index factors means
that service fcor this low income category of
residents in this region is available, but mostly
in the Chinle Community, and these people are
burdened with an additional negative hurdle for
non-service because of distance and the long
commute to Chinle. Indeed, present growth in the
Pinon area was not considered in the earliy 1950s



when the Chinle Area was derived into a government
service area; and now, the development in Pinon
nas caused such consideration to become outdated.
Such services includes the following but not
limited to what is listed below: Arizona
Commission for the Deaf and Hard of Hearing; J. S.
Supplemental Security Income; Soclal Security
Administration; Econcmic Security Administration;
Family Assistance Administration; WIC; Food Stamp
Program; Motor Vehicle Division; Office of Navajo
Lebor Commission; Navajo Department of
Transportation; DNA Legal Services; Navajo
Department of Behavioral Heath; OSERS;
Environmental Protecticon Agency; Navajo County
Sheriffs Department; Child Support and
Enforcement; Navaic Office of Vital Records/Census
Office; Navajo Department c¢f Workforce
Development; Office of Navajo-Hopi Land
Commission; Navajc Department of Corrections and
Public Safety Department; Navajo Nation Circuit
Court and Youth Detention Program; ICWA Navajo
Cnildren and Family Services; and other Bureau of
Indian Affairs programs, and Indian Health
Services; and much more.

All of these programs wculd generate monies for
lease and rental of cffice space in the
Intergovernmental Office Complex that would
increase economic develcpment and growth in the
Pinon Ccmmunity by bringing into the Pinon
Community increased disposable income.

Business Modeling for Success

During the meeting of Octoker 15, 2012 with the
Pinon Chapter and RBDO, based on draft preliminary
report assessment and consideration of the scope
of work requested by RBDC, Indian Affiliates
suggested that this particular development of the
Intergovernmental Office Complex be considered in
the following business modeling to assist RBDO in
solicitation by request for proposal for the
business site and to assist the potential or
selccted lessee to generate a business plan and
required financials:

L. A venture by a Navajo business owner. This
approach would gender the development of a
business plan and financial projections based
on the financ 1l capacity of the Navajo







venture would enjoy the blessings of the BIA
90% guarantee loan program, and possible
other similaer programs that do not require
loan denials, such as the U.S. Department of
Agriculture’s Rural Development Loan
Guarantee Program, specifically designed to
assist Indian tribal governments or Indian
organizations serving Native American
populations. Such a orogram includes the 90%
loan guarantee and alsc a grant program based
on the size of the project.

5. The fourth venture cr—~--~“ty c== “oint venture
with a non-Indian business man ox
orc~=izati~~
This model nas all Lhe capacity as the
venture by a chapter government, but it is
created mainiy for two reasons: (1.)
financial capacitcy and (2Z2.) menagement
capacity. Tais joint venture could possibly
be with anotner Certified Chaovter Government,
a Non-Indian partner, or another Navajo
partncer.

This market and economic feasibility study
analysis will focus on these approaches for two
reasons: (l.) 1s to assist the RBDO to understand
and to expect a certaln type of response to the
announcement it will make for a Reguest for
Proposal, and {(2.; 1s to endow the Pinon Chapter
an opportunity of ernvisioning such a venture to
generate additional mories outside the Navajo
Nation government annual funding program, while
the chapter is controlling and becomes the master
of its developmental strategies.

Alternative Form of Government.

Referencing 26 Nawvajo Nation Code, Navajo Nation
Local Governance Act, recognizes governance at the
local level defining duties and responsibilities
of chapter officials allowing decision making cver
local matters improving the comnunity. Such
action was authorized by Resolution CAP-34-98. In
Section 2. (4.) 1s states “Alternative form of
Chapter governance” means to give a new design,
functicn or organization to the existing Chapter
government. Under Section 103. Chapter Authority
(D.) All chapters, by chapter resolution, may



exercise the following authorities, including but
not limited to: (12.) Generate revenue through
means established by the chapter consistent with
this Act. (E.) Chapters may adopt the following
ordinances pursuant to Sections 2001 of this Act.
(6.) An alternative form of chapter governance
based upon models provided by the Transportation
and Community Development Committee of the Navajo
Naticn Council.

Based on this information secured and analyzed,
the Pinon Chapter, for the purpose of responding
to this future announce of developing and managing
an Intergovernmenta. OZfice Complex, is for the
purpose of generating revenues for the chapter.
Furthermcre, the alternative form of government,
thcugh the chapter might continue to exist as a
chapter as it is certified under the Local
Governance Act, 1t does not preclude the chapter
from incorpcrating a not-for profit or a for
profit type of business enterprise in in the name
of the chapter by chapter resolution to generate

revenues in the name cf the chapter.

Such decision and actilon should become apart of
the market strategy of the corporation as well as
in the chapter goals and objective strategies that
should be realized to the intent and purpose
Thereof.

Relationship to the Surrounding Communities.

There are six (6) different chapters surrounding
the Pinon Community with a population base of
10,069, d~*- secured by the Pinon Chapter Land Use
Pian, tne wavajo County Statistical Department,
records from the Navajo Offic= ~f Wnrkfcrce
Development, and Navajo Nation commdni*r
Develcpment’s Statistical Database. Mosc of the
surrounding communities’ chi dren are enrolled in
local BIA schools and the Pinon Unified School
District. Furthermcore, within the daily driving
of most local surrcunding community members, those
members utilize the Bashas Shopping Center in
Pinon with anchor business, 1.e., Wells Fargo
Banking, restaurants, Laundromat, convenience
store and gas staticon daily.

Pinon supports the cnly grocery store/super market



in the surrounding communities as well supporting
the only Concco Gas Station and Convenience Store,
and the gas station nas a contract relationship
with scme of the schools to provide bus fuel.

The Health Center - Clinic is located in Pinon for
the surrounding community, and some farther cut
away from the community.

Other government based service organization exist
in Pinon or nearby, i.e., Arizona Economic
Security Cffice, Navajo llousing Authority Housing
Management Qffice, the U.S. Post Office; and
these offices brings clients into Pinon.

The bases of this market and economic feasibility
study 1s to determine the likelihood and success
of an intergovernmental Office complex, bringing
in more service oriented government programs
thereby creating econonic development with the
increase in consumer puying in the local Pinon
Community impacting the regional economic market
area. T[or example, in this study, the amount of
monies avallable for services and for employment
creating an expendable income is approximately
$55,197,253.00 with approximately 80% leaving the
Pincn Commrunity totaling $44,157,802.00, leaving
behind only approximateiy $11,039,451.00 in
expendable income for all the employees in Pinon
and surrounding communities. Based on the Navajo
Nati~n Division of FEconomic Development, +he

Nava jo Nation Workforce Development Office,
information gathered from the Navajo County of
Government and the Office of Navajo Tax
Commissicn, approximately Yus leaves the Navajo
Nation to surrounding towns .ike Gallup and
Farmington, New Mexico; Flagstaff, Winslow, and
Holbrook, Arizona: and even Page, Arizona for
markets supporting Walmart and Sams Club type of
markets. This eguates to $9,935,506.00 being
exported te off-reservation markets, and leaving
an approximate balance on the Navajo Nation of
$1,103,945.00, of that balance remaining, a
majority of the monies is exported to Chinle and
Window Rock, Arizona of approximazely $883,156.00
leaving a the approximate final balance in the
Pinon and surrounding community of approximately
$220,789.00; this eguates to $21.96 for each of
the 10,069 Pinon Community and surrounding
community membership.




This is an alarming economic condition based on the
monies generatec in the Pinon and surrounding
community. FEconomic development must be increased, and
the development of the Intergovernmental COffice Complex
should diversify the community with a resurgence in
economic development from a private sector perspective.
Based on the study, this should enhance economic
development thereby increasing economic opportunities

into a variety of endeavors.



IIT. Market and Economic Description of the
“Intergovernmental Office Complex’

A.

Description

The Pinon and surrounding communities have a
population base of approximately 10,069 residents.
Of this population approximately there exists a
4C0% Lo 50% unemployment, mainly for the lack of
employment opportunities. The area described
lacks in ecconomic opportunities mainly because the
approach by the Bureau of Indian Affairs and the
Navaio Nation was to provide all service delivery
programs in major economic centers confined to
primary growth centers, while the population has
steadily 1increased over the last 15 years in non-
growth centers, i.e., Pinon, Dilkon, Ganado and so
forth.

For example, the ages of children between the ages
of 0 to 17 represents a 37% age bracket in Pinon.
The concept in development in Pinon 1s then
education driven with children related service
programs that must be improved and increased based
this information of population growth.
Furthermore, the age index of between 18 to 64
represents a 55% age bracket, this is
representative of employment and life sustainzble
responsibilities. This leaves the over 65 age
index which is an 8% ace bracket which elicits
certain services relative to that age.

Of the ages 18 to 65 years and above, represents a
high categorical service programming presently
lacking in Pinon which must be met in either
Chinle or Window Rock, Arizona, thus, causing a
lack of service or an under service to the Pinon
and surrounding communities. It is for this
purvose the market and eccoromic feasibility study
is performed to determine the feasibility of an
Intergovernmental Office Complex thereby
increasing economic development.

The Pinon Chapter is working with the Chinle
District Court and has managed to open a branch of
the court in the old Bureau of Indian Affairs
S5chool Bullding; and in 1like manner, the Chapter
has been working on a new police department
facility. Such action is reachable considering
the development of such facilities and programming



in Pincon that would compliment other service
delivery pregrams wi.ling to location in the
Intergovernmental Office Complex.

Competitiveness of Leasing and Rental

Presently, there is a tremendous lack of office
space for lease and rental by governmental
agenclies as described in this study. Indeed, many
of the current service providers are unwilling to
relocate an office because of the granted monies
requires that the designation and use of grant
monies be used for lease or rent, not for the
purchase of a building.

Therefore, the development of the
Intergovernmental Office Complex 1s supportive of
this economic endeavor while massaging a potential
economic increase in the Pinon Community, and
increasing public services to the population at
large in the region.

Market Potential

Indian Aff{iliates took the initiative and
contacted approximately 22 service providers
regarding the future availability of office space
for lease or rent, and 1t received a 100% desired
response for such leasing and rental opportunity
Lo bring certalin services to the Pinon reglion.
Moreover, tne Navajo Department of Workforce
Development (NDWD) pays an annual lease in Chinle
of $600,000.00; certain staffing and a portion of
the annual rentais could ke paid and service
provided in the Pinon area of that amount lease
fees and annual dzsposal income for the employees.
NDWD is willing to relocatec a portion of staff to
Pinon if office space were made available.

Potential Sales

The study has secured reliable information from
which Indian Affiliates completed this analysis.
Such information and data was gathered by
telephone interviews directly with businesses and
organizations providing lease and rental of office
space on the Navajo Nation currently. The cost 1is
set by straight lease with lessees resgponsible for
utilities with little or no management thereto;
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and was cost also determined with maintenance and
management fees included with utilities. The cost
equates between $15.00 & square foot to a high as
$45.00 per sqguare foot; this market cost is
equivalent to areas 1ike Page, Holbrook, Show Low,
Arizona, and Farmington and Gallup, New Mexico.

Furthermore, interviews were completed with
businesses like Navajo Nation Shopping Center,
Inc., Navajo Nation Hospitality Enterprise, Inc.,
Navajo Nation 0il and Gas Company, Inc., and
others.

Government Program Access

All programs interviewed on the Navajo Natlon as
well as state of Arizona component service
providers all receive federal grants annually to
effectuate public programming, i.e., WIC,
unemployment program, DNA Legal Services, Navajo
Department of Workforce Development, and so forth,
and, included in anrual funding grants includes
monies specific to carrying out service for lease
or rental of office space. This fact holds true
also for county or cother federal programming.

Included in grant funding, especially those
received by the Navajo Nation, funding cannot be
used to buy an office or to construct an office;
consequences 1s that a program or the Navajo
Naticn would have to repay the funding if
discovered. Thus such activity as described in
the aforementioned project for the development of
the Intergovernmental Office Complex is very much
achievable for government access into the Pinon
Community and also includes economic potential for
a population base of 10,06€9.

Currently, the lack of office space for lease or
rental inhibits such decisions for service
pvroviders to move into the Pinon Community
choosing rather, to deliver services from Chinle
or Window Rock, Arizona.

Technical Feasipbillity

A preliminary determination of facility size 1is
important to engender need and the potential
amount of monies needed to develop the
Intergovernmental Office Complex. Furthermore,



additional anchors to the development might be
considered, maybe within the complex itself, Zfor
example, cffice supplies, binding of material, and
a copy center (Navajo Nation Records Management
Department). It is for this intent this portion
of the study is completed to engender into the
reviewers the ability to maximize the potential
development capacity and to view the development
in the leveraging of economic potential locally
and regicnally.

1. Facility Needs

The current potential size of the
Intergovernmental Office Complex represents a
building square footage between 20,000 square
feet tc 44,000 square feet. Such a concept
and development strategy might include
factors for the amount of funding capacity to
an almost guaranteed commitment of
leasing/rental amount from a certain program.
Such an appzoach can be completed by & phase
develcopnent as well; these commitments can be
used to leverage financial capacity in the
financial plan to be developed.

Developmental office component in complexing
office space is a shared commons area, with a
possible reception area for some lessees
while the remainder can be accessed directly,
for the purpose of control if needed. Public
restrocms is a malnstay In such a development
with adequate access and with plenty of space
for public use. A conferencing space is a
must, with a potential of maybe one large
holding 100 people, and two smaller rooms for
50 people each. The facility for lack of
site space might require development upward,
storing the office with proper access from
the outside and propver amount of exits. With
the potential employee capacity access daily
cf 44 staff to 88 staff for the complex,
similar space 1s need for parking as well as
the public coming into the facility daily.
Froper turn-in and turn-outs have to be
considered; if federal grants are being used
(for construct or service programming), then
handicap access has to be included in the
design and devclopment of the facility.



Facility Technology

A key ingredient to developing such a large
office complex is the infrastructure, the
blood vessels and artery of the building,

namery utilities. This includes pcwer and
water for the building and a waste system
based on use. Furthermore, all service

providers will be emplcying computer
technology, therefore, access for all this
infrastructure must be determined in advance
and to also cetermine additional space for
growth already designed and in place. Proper
amount of water use determination sets
pressure and a proper fire
suppression/sprinkler system tc meet
insurance purpose but also safety of people
and property. The design should consider
additional future growth if need be.

Availability and Suitability of Site

Trhe current McGee Traders business site is
available and suitable for this development.
Proper planning and consideration of use and
growth will assist in proper design and
development. The site has all utilities
available and primary road access 1s present.
Other ancillary businesses and programs are
available to the facilities.



Iv.

Current Market and Economic Analysis

The current market and economic in office lease and
rental market is virtually non-existent in Pinon. For
example, the Chinle District Court has a temporary

ffice agreement with the 3ureau of Indian Affairs
facilities for space, but they cannot modify or make
any type of changes ever on the wall. Thus, this
destroys the ability to upgrade based on need for their
technology to deliver a service to the community. They
presently have no computer access or access to data
needed for case load determinations and completion and
adjudication of caseloads. Therefore, they have space
but are unable to deliver a service to the region.

This is the current condition for most governmental
service providers for office space; some have brought
in office space, and others set-up temporary locations
in other existing facilities, hut their presents in the
community 1s sporadic and not permanent.

The Intergcvernmental Cffice Complex would change the
whole concept service delivery as presently found by
the Indian Affiliates interviews and collection of
data.



Competition

The study has fcund that Zcr the lease and rental of
office space 1s an untapped market in the Pinon
Community, but the need for office space 1s supported
and identified. And if such a development similar to
the Intergovernmental Office Complex were realized, the
deve_opment wou.d be a success, but the develcpment
would also cause econcmic development ‘mpacts and it
would enhance economic ovportunity that would be
beneficial to the regional economic development
strategy.



Anticipated Future Market Potential

Based on the information gathered for the development
of the Intergovernmental Office Complex, current
potential from an economics stand point is that high
percentage of the expendable income 1s exported from
Pinon Community and the Ccecmmunity receives very little
economic benefit for growzh and prosperity. Indeed,
this study proves that the development of the Compiex
would likely increase economic potential in certain
areas like: sit down restaurant taking into
conslderation the 88 new staff to the complete
representing a daily lunch expenditure of $705; a
£3,520.00 weekly and a potential cost monthly of
514,080. Thig amount cf expendable disposable incomoe
tmporied dnto Pinon is $168,960.00 annual income; this
potential analysis does not include what is

ently existing in Pinon.

Tndian Affiliates did determine based on interviews
that one small restaurant has a weekly income of
$%,500.00 or annual income of $16€8,000. The largest
enp.oyer in Pinon does an annual income of
approximately $480,000.00 (low threshold) to
52,%20,000.00 (high threshold); with approximately
§720,000.00 paid as employee wages.

Thus, by these examples, the monies derived out of the
Intergovernmental Office Complex would ripple econocmic
potential effecting the economic environment of the
Pinon region, net to mention, the local and regional
employees were hired for availlable positions resultant
of new economic development.




VII. Potential Sources of Revenue

The information analyzed in this portion of the study
is derived out of the information gathered regarding the
number of potential lessees required by the sqguare foot
of space needed to serve the Pinon region, and the

market value of cost for a sguare foot of space rental

on the Navajo Nation; this market value per sguare foct

is used in annual funding determinations by Navajo

Nation programs for office space lease or rental of

space on the Navajo Nation. This 1s the accepted

methodology for the Navajo Nation Departments and
programs to determine federal grant funding.

This study will follow this rule of thumb in
determination of capital, credit potential, and return
on investment for profitability.

A Estimated Capital Required

The following are assumptions taken or accounted
for use in this portion of the study:

1. Potential 22 lessees as determined by
interview and a listing of the same contained
in the Section VIII.

2. Based on the investigation of organizations
leasing and renting office space on the
Navajo Nation a square foot cost of $15.00
to $45.00 is representea base on the
information contained in this study.

3. Based on the reguested sguare footage of
organizations interview, an average of 2000
square per 1s required eguating a total
square footage of 44,0C0C for the
Intergovernmental Office Complex.

The assumptions above determine that the overall
cost of the Intergovernmental Office Complex is
estimated at $9,592,000.00 construction cost and
Architectural/Engineering Services fees.

Annual potential rental or lease revenues
generated would be approximately $15,320,000.00
per minus the cost to maintain and administer the
management of the office complex.

A potential loan in the amount of $9,592,000.00



O

could be paid in a period of five (5) years
dependent upon the arrangement anc negotiated
stance of the owner of the complex and the
willingness of the lender; this loan could be
minimized in risk based on a loan guarantee of 90%
or even a granl tc off-balance the over cost of
the project endeavor. This is based on a five-
year revenue grcss income of $76,600,000.00.

Potential Equity and Credit Potential

This study supports the development of this
complex based on the information contained 1n the
study; the lcan guarantee of 920% minimizing the
risk factor of 10% is a tremendous potential in
both ecuity and credit worthiness; and the ability
ol the potential owner to develop the complex with
grant funding as well.

Feturn on Investment

The return on investment for the lender and the
potential owner i1s on a very high likelihood of
success gilven the information and the need of such
a complex fecr ready organization willing to move
into such a complex with existing funds.

The return on investment for most banking
instituticns is approximately 30%; and this
venture exceeds that market requirement.



VIITI.

Market and Economic Feasibility Study Conclusion

When a feasibility study is commenced it is an
important step in business development, that even,
has a ripple effect of potential ancillary
development opporturities resultant thereby.

Studies concluded on market and economic
feasibility of businesses, Universities nation
wide have determined that approximately only one
in fifty businesses ideas are cocmmercially
feasivle. Accordingly, a market and economic
feasipility study is a safeguard against wastage
of monies, time, and expenditure of investment
resources.

It is pased on this premise, that Whippoorwill
Regional Business Development Office contracted
consulting services to have a feasibility study
concluded, and if the study prcves successful or
the likelihood of feasibleness of the business,
then a business plan sccn follows.

It is on this intent that the Whippoorwill
Regional Business Development Office has set
planning goals and objectives to influx investment
resources to complete a study for the
Intergovernmental Office Complete, setting the
stage for requesting for proposal of the business
tract for further business planning; and such
information contained in this study should provide
an abundance of data and information for the
development of a business plan.

This study contains suppcrting information and
data retrieved specific toc the develcpment cf the
Intergovernmental Office Complex. Indeed, this
study has included business models to enhance the
ability of whomever should respond to the reqguest
for proposal in accord with RBDO programming.
This information is called a market research and
analysis as contalined in this Final Report.

A. Recommendations
1. Commence the Reguest for Proposal for

the lease of the former McGee Traders
Business Tract;

o

Develop the Request for Proposal countent



and reguirements;
Aavertise the Request for Proposal;

Review all incoming responses and make
the most advantagecus selection with an
award of the lease;

Request for a business plan with a
financial plan; and

While, completing the items (1.) through
(5.}, compiete a clean up of the
business tract/site.
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recommended to the Council to approve a six-month extension of the 2012 budget after the Council
tabled the 2013 budget for six months on Sept. 10.

But on Sept. 21, the Council approved the 2013 budget, which Shelly signed on Sept. 28.
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