By BILL HUNSCHER

ere’s a courtship playing out in

the golf business these days. There

are some 2,200 municipally owned

courses out there, and management com-
panies want to operate them.

Why? Assuming an average of $900,000
in revenues per course, times the 2,220
municipal courses (give or take) that are
still operated by cities, towns and coun-
ties, nearly $2 billion in potential revenue
remains. Additionally, municipalities are
leveraging the private sector to build new
courses on public lands — further expand-
ing the universe of potential business.

Across the country, municipalities are
smartly seeking ways to enhance income
and increase services from these courses,
these “public assets.” Cities and towns
are beginning to recognize their golf
courses as the commodities they've be-
come. This article is intended to outline
some of the issues, opportunities.

THE DOWNWARD SPIRAL

Many municipalities I talk with find
their courses in what I call “The Down-
ward Spiral.” Because excess cash flow
from municipal courses gets siphoned off
into the general fund (in order to pay for
various other, non-cash-generating pub-
lic uses), municipal courses oftentimes
have a great deal of deferred maintenance
and/or equipment shortages.

Because of the deferred maintenance,
the value delivered by the golf experi-
ence is not optimal — meaning resident
resistance to rate increases is tremen-
dous. This, in turn, “caps” revenues and,
in an increasing expense environment,
reduces economic return from the golf
asset. This reduced economic return fur-
ther reduces the funds available to im-
prove the course, which further deterio-
rates the golf experience and economic
return. And so on and so on...

By way of example, an article written
by the Reason Public Policy Institute
points out that “the federal government
owns 300 golf courses which, when prop-
erly accounting for all costs, lose about
$60 million per year.”

At the same time that many munici-
pally owned courses are deteriorating,
the market for brand new, privately de-
veloped and/or renovated courses offer-
ing first-class golf experiences has never
been more robust.

According to the National Golf Foun-
dation, roughly 435 courses opened in
1997 with another 911 under construc-
tion — the highest total in more than 20
years of tracking golf course develop-
ment. The point here: The bar is being
raised across the country. When it comes
- to the golf experience, players expect
more value for their dollar.

BREAKING THE CYCLE

I believe privatizing a public-owned golf
~facility is the most expedient way to break
this downward spiral. For the right eco-
nomic deal, a private company will invest
significant amounts of its own capital and,
in a very short timeframe, complete the
deferred maintenance required to make
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the public course competitive.

Further, through guaranteed rent pay-
ments, a municipality’s partnership with
a private company is an effective way to
insulate a municipality from the risks as-
sociated with the golf business, namely
weather and increased competition.

So how does the private sector do it?
The formula for successin the privatization
process is fairly straightforward. First
step: Invest the capital required to signifi-
cantly improve the product. Second step:

Increase rounds and revenues at the
courses by marketing the heck out of
these improvements, installing reserva-
tion systems and other “tricks of the
trade.” Third step: Rationalize the expense
structure via proven operating systems, buy-
ing power across all areas of the business,
and creating efficiencies with the labor pool.
THE ISSUES ASSOCIATED WITH
PRIVATIZATION

The privatization process is by no
means simple and requires a bit of cour-
age on the part of public officials. It also
requires a clear understanding of the is-

sues and benefits —
their communication
to golfers (voters) in
the community is vi-
tal. Some of the con-
cerns that are typi-
cally raised?

Loss of Jobs —In
my experience, a
public/private part-
nership can be crafted where no net job-
loss occurs. This can be accomplished by
the private operator hiring existing staff
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at the course, which is oftentimes a posi-
tive event for the workers as they are
offered not only competitive compensa-
tion packages, but upward mobility within
a growing golf management company.

Rate Increases — Probably the scari-
est thing for golfers. My response to this
is simple: The golf course belongs to the
citizens of the municipality and before
any price increases take place, the new
management company must earn them
via dramatic increases in golf course qual-
ity, and therefore value.

Loss of Control — After all, the pub-
lic golf course belongs to the citizens of
the city. Why give the private operator
free reign to do whatever he pleases
with our asset?

Theanswer is simple: Municipalities must
make sure there are tight controls and ac-
countability regarding promises the opera-
tor makes and the quality levels at which
the course is operated. Appoint a contract
administrator and an advisory committee
(comprised of golfers) to provide inputand
hold the operator’s feet to the fire.

TYPES OF DEALS

Basically there are two types of deals
thatare structured between municipalities
and private operators: management con-
tracts and leases. Many municipal courses
have been constructed with tax-exempt
financing which limits the management
contractto 5years total with a 3-year “kick-
out” provision. Recent Internal Revenue
Service (IRS) regulations changed to pro-
vide for much longer-term deals (up to 15
years), provided a large part of the man-
agement company'’s fee is fixed.

For municipal contracts not constrained
by tax-exempt financing regulations, along-
term lease structure is possible. Under a
lease, the operator guaranteesa fixed rent,
typically with a sharing arrangement cov-
ering revenues and/or operating income.
The long-term nature of the deal provides
time for the operator to earn return on its
investment, allowing for major capital and
course improvements to affect resident
satisfaction and revenues.

Whether a management contract or
lease, the longer the term, the more in-
centive the operator has to “invest” in the
property. In my experience, this gener-
ally begets a more successful public/pri-
vate partnership.

KEY ELEMENTS

To close this article, I'd like to leave
behind a few kernels of advice relative to
the structuring of a request for proposal
(RFP) and the ultimate selection of a
course operator. With nearly 24 percent
of the municipal courses already
privatized, there are a number of well-
constructed RFPs.

The common elements found in suc-
cessful RFPs are (i) propose a fair deal,
balancing the capital investment required
with the financial return provided the
private operator, (ii) clearly spell out the
needs and requirements of the munici-
pality as it relates to the base line of
quality, service and investment expected,
(iii) provide room for the proposers to
use their experience and creativity to
exceed your expectations (especially in
this competitive environment), and (iv)
hold the operator accountable for each
and every commitment put forth during
the proposal process — over-promising
and under-delivering is the largest cause
of failure of the privatization process.
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HELP WANTED

FOR SALE

SERVICES

SHAPERS WANTED
Golf Course Construction Shaper Needed.
Must be willing to travel. Fax resume and
date available to 616-547-7009.

LANDCONSTRUCTORS, INC.
Golf Course Contractor is seeking experi-
enced construction superintendents,
shapers, finishers, and irrigation techni-
cians. Projects in Midwest and Southwest.
FAX Resumes to (817) 488-8983 or CALL
(817) 481-0831.

GOLF COURSE SHAPERS WANTED
Experienced shapers needed in West
Coast Area. Send resume to:

Specialized Shaping
199 Via Mission Dr.
Chico, CA 95928
or fax 530-891-5878

GOLF/TURF IRRIGATION SERVICE
PROFESSIONALS
Manufacturer is expanding its network of
service representatives. Seek reps with
field service knowledge on pumps, motors
and controls along with the ability to de-
velop customer relationships. Requires
highest level of quality, consistency, re-
sponsibility and attention to detail. Search
is nationwide. Please fax past perfor-
mance references with letter of interest

to 770/409-3292.

® SHAPERS AND FINISHERS @
Quality and experienced individuals
needed. Minimum of 3 years experience.
Excellent potential to grow with
aggressive company.
Fax resume with references to:
EacLE GoLr ConsTRUCTION, INC.
(810) 632-6270

SALES DEMONSTRATOR

New position created in Verti-Drain's west-
ern region serving USA and Canada. You
will be supporting our distributors in the turf
market with demonstrations, sales and
technical back-up. Should be able to set
distributor sales targets and ensure they
are made. No turf experience necessary
but must be enthusiastic about turf sales,
be a good communicator and be willing to
travel extensively. As a full-time employee
of Redexim Charterhouse (Verti-Drain) you
will receive a competitive salary, benefits
package, employee vehicle and trailer.
Send resume and letter to Box #5, Golf
Course News, PO Box 997, Yarmouth, ME
04096.

ARCH STYLE STEEL BUILDINGS
Build it yourself and save money! For cart
and equipment storage. Factory direct.
Save money on buildings in stock. 20 x 30;
25 x40; 30x55;45x75; 51 x 150. Easy to
erect. Archway Steel Buildings: 1-800-
344-2724.

PERSONALIZED GOLF FLAGS
by DuPont Solar Max Nylon
BRITISH POLES
Buy Direct and Save
1-800-476-7005

SERVICES

LASER MEASURING
Laser measuring and sprinkler yardage
markers. We do it alll Laser measure &
installation of custom metal yardage mark-
ers for all types of sprinkler heads. Fair-
way Yardage Designs: 1-800-368-2448.

MARK ELIOT
DESIGN

LANDSCAPE
&
GOLF COURSE DESIGN

CLUB LANDSCAPING
Design
New Construction
Renovation

&

GOLF COURSE DESIGN
Master Planning
Renovation
Construction Management

MARK E. SOSNOWITZ, ASLA

MARK ELIOT DESIGN
PO BOX 11188
GREENWICH, CT 06831
203-972-9131 Fax: 203-972-9132

We’ll Seal Your Lake
Empty or Full!

ESS-13 Eliminates
The Need For A
Synthetic Lake Liner

Seepage

Con{:vol, |nc.

P.O.Box 51177
Phoenix, Arizona 85076-1177
800-214-9640 Fax 602-829-1106

Since 1958

SOLID BRONZE SIGNAGE

» Yardage Markers
* Tee Signs
* 100, 150, 200
* Commemorative
* Laser Measuring
* Sprinkler Tagging
* Yardage Books

FROM TEE TO GREEN, INC.
(800) 932-5223
Fax: (219) 637-6874

POND & LAKE
LINERS

« Buy Direct from fabricator 20, 30, 40 mil
PVC, Hypalon, HDPE, & P.P.
* Custom fabricated panels of up to
25,000 S.F. available.
» Material Only, Material & Supervision,
or Complete Installation service.
* Your inside line on containment.
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1-800-524-8672

1062 Singing Hills Road * Parker, CO 80134
303-841-2022 » Fax 303-841-5780

HOW TO ORDER A CLASSIFIED AD

RATES: $90 per column inch (25-35 words, including a bold head-
line). Each additional 1/4 inch is $30. If ordering a logo, please include
an extra $45; for a blind box, please include an extra $20. All line ads
must be prepaid. All rates are per insertion.To place your classified
ad, mail your ad copy with payment to: Golf Course News, P.O. Box

Please attach separate sheet of paper if needed.

997, Yarmouth, ME 04096 or fax to: (207) 846-0657. 9 Logo O Biind Box

Your Name; O Payment enclosed

Company._ O Charge my credit card

Address: Q visa Q mc O Amex
City; ST s, ZIP; Card #

Daytime Phone: Fax: Signature Exp.
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