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BUDGETS 1970:

HOW THE GOVERNMENT CAN UPSET

By KEN EMERSON

Trying to second-guess
the Government will

) Dollars . Cents
add to the frustrations : | >IN oYY
of budget preparation ' -
this year. The
impending Federal
Minimum Wage
and Tax Reform
bills and increased
state taxes could
markedly affect clubs:
finances. But
intelligent predictions
of the outcome are
almost impossible

CAPITOL BUILDING
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YOUR PLANS

The club industry will probably
remember 1970 as “the year of
the budget.”

Never before have clubs been
more aware of the need for seri-
ous budget planning. Never be-
fore has it been so difficult to
make the kinds of intelligent pre-
dictions that are imperative to
accurate forecasting.

In many cases the economic
waters are being muddied by dra-
matic changes within the business
environment of the clubs and the
club memberships. However,
with increasing frequency pend-
ing governmental activities in
both Federal and state legisla-
tures make it difficult to antici-
pate many of the factors likely to
affect a club’s budget.

The two areas most likely to be
influenced by future legislative
action are payroll costs and tax-
es. While it is entirely possible
that more light may have been
shed on some parts of the tax
picture—principally those af-
fected by the Federal Tax Re-
form bill—by the time this is
read it is highly unlikely that
state taxes and payroll costs will
be similarly illuminated before
mid-1970.

The reason for both uncertain-
ties is essentially the same. Ac-
tion on state taxes will not take
place before the various state leg-
islatures convene for their 1970
sessions; the new Minimum

Wage bill, although introduced
in both Houses, is unlikely to
come to a vote before Congress
meets next year.

However, if workable budget
forecasts are to be made, consid-
eration will certainly have to be
given to both of these tax areas
as well as to the Wage Hour Law.
An examination of the three
show just how vital they are to
the golf industry.

Wage Hour Law 1969

This piece of legislation in-
cludes four points that can affect
clubs, one or more of them will
apply to nearly every club in the
country and will result in in-
creased payroll expenses. They
are: 1) a minimum hourly wage
of $2; 2) elimination of the culi-
nary overtime exemption; 3)
elimination of the tip credit; and
4) elimination of the $250,000
exemption which will bring all
clubs, regardless of gross income,
under the law.

Just how seriously the wage
law will affect each club depends
largely on whether or not that
club is presently covered by the
law and to what extent it is mak-
ing use of the various features of
the law. It is expected however,
that it will have a measurable
impact on most clubs. While the
National Club Assn. expects to
testify during hearings, given the
present attitude prevailing

throughout the country, it ap-
pears that most provisions of the
bill will pass.

Tax Reform Act of 1969

It is probable that this bill will
pass the Senate during the cur-
rent session in substantially the
same form approved by the
House. The following sections
are those most likely to affect a
club’s budget. The bill extends
the unrelated business income
tax to private clubs. Unrelated
business income is defined as
“the gross income (excluding
exempt income), less deductions
which are directly connected
with the production of that in-
come.” It also extends the regu-
lar corporate tax to the invest-
ment income of clubs. A club
which is not exempt from taxa-
tion will be allowed deductions
for goods, services and insurance,
only to the extent derived dur-
ing that year. The bill does not
call for a tax on capital gains
realized from the sale of club
properties.

If the bill passes the Senate in
its present form it will mean that
the only club income exempt
from taxes will be ““the gross in-
come from dues, fees, charges, or
similar amounts paid by mem-
bers of the club as consideration
for providing such members or
their guests goods, facilities, or

continued on page 54
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‘ Kem{)'
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No. 7-0 with new, high-speed leat
handling vacuum blower attachment, shreds
20-30 cubic yards of soil an hour.

Make Better
Top Dressing,
Mulch

witha

KEMP SHREDDER

A Kemp Shredder will provide
any greenskeeper with a constant
supply of thoroughly aerated, rub-
ble- and stone-free soil for top-
dressing, patching or rebuilding turf
areas anywhere on the course.

Kemp Shredders also make excel-
lent mulch from brush, sod, branches
and other organic materials.

With a Kemp you can shred, grind
or pulverize everything from soil to
phosphate rock. Put a Kemp to good
use on your course. You'll save time,
effort and money.

There’s a Kemp for Every Use.

Kemp Model 8-0 (above) shreds 12 cu. yards
of soil an hour. Other Kemp models range
from 4 cu. yds. up to 101 cu. yds. an hour.

GREENSKEEPERS
Let us help you with your shred-
ding problems. Write today for com-
plete information and prices.
Shipped Assembled, Ready-to-Use

RUGGED DEPENDABILITY
KEEPS KEMP FIRST IN
SOIL & COMPOST SHREDDERS

EM P sireooer co.

558 Kemp Bldg., Erie, Pa. 16512

|~ =" CUT OUT AND MAILTODAY ===

Kemp Mig. Co. 558 Kemp Bldg., Erie, Pa. 16512
Send me folders showing and describing
Shredder models and outlining many uses '
for soil and compost shredders.

Name :
RD. or St. SRR A I e &
P.O. & Zip |
STATE Code |

For more information circle number 269 on card
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GOVERNMENT CAN
UPSET YOUR PLANS

continued from page 53
services in furtherance of the pur-
poses constituting the basis for
the exemption of the organization
to which such income is paid.”

In particular, club budgets will
have to provide for taxes on
funds set aside in savings ac-
counts or certified deposits and
for taxes on that income derived
from sources not directly related
to the club’s tax exempt purpose.

State taxes

In addition to the Federal Tax
Reform Act serious considera-
tion must be given to the possi-
bility of additional state taxes.
Until recently the most likely
area of increase seemed to be
centered around personal prop-
erty taxes. In some areas these
had increased five-fold until
clubs in those areas made a con-
certed effort to pass state recre-
ational land bills which provided
some measure of relief.

In the past two months, how-
ever, we have seen the emergence
of a State Excise Tax on club
dues and fees. Should other
states follow the lead of Connect-
icut, and it appears likely that
others will certainly try, we can
expect to see an increasing num-
ber of state tax legislation assess-
ing taxes of up to 10 per cent on
all club dues, fees and assess-
ments. Only the greatest vigi-
lance in protecting their inter-
ests will give the clubs any relief.

These then are the three areas
which must be considered by
club budget committees even
though final action cannot be
accurately predicted at this time.
Each club will have to consider
its own local situation and its
own position in the state econ-
omy in order to satisfactorily an-
ticipate probable increases in
costs. And even then, a cautious
budget committee will un-
doubtedly want to consider a
mid-year meeting with an eye to-
ward revising estimates in the
light of a changing situation. 0O

TROUBLE FREE
RENTAL CART SERVICE

We furnish you all you need on
rental share basis. No investment
for you! We deliver and service
carts regularly and keep them in
good repair—FREE. Carts rebuilt
yearly. Clubs not held responsible
for damages, theft or breakage.

CADDY-ROLL
RENTAL SERVICE

Three Rivers, Michigan

For more information circle number 202 on card

Greener grass for
fewer greenbacks

5Ft. & 8 Ft. e,

Tractor-Drawn
els Tt Fac

Turf-Vac powered sweepers cover the
ground with a tornado of air. Grass clip-
pings, leaves and debris are quickly re-
moved. Thatch is prevented from accumu-
lating because the turf is “scrubbed”
clean.

More and more groundsmen are turning
to Turf-Vac for a long-sought answer
to proper turf maintenance. Turf-
Vac can do the

same for you. .

4 Ft. Self-

Propelled ; . "
! @
|

For complete information about
the modern approach—the Turf-

Vac approach to thatch control
—write for our free catalogue.

TURFVAC

3342 Olive Ave., Long Beach, Calif, 90807
(213) 427-7566

For more information circle number 197 on card



;/S;Par Aide’s tee and green equipment is preferred
_the world over. Imaginative design and superior
construction add up to less maintenance and extra
years of service when you use any of our products.

FOR COMPLETE LINE OF PAR AIDE
EQUIPMENT —WRITE FOR CATALOG

PAR AIDE PRODUCTS COMPANY

296 NORTH PASCAL STREET « ST. PAUL, MINNESOTA 55104



We'’ve led the field for 53 years...

but what have we

You're looking at it: TORO’S new Super-Prof

It represents the kind of problem-solving thinking you’ve come to expect from TORO.

It’s the middle-size mower you’ve been wanting. That means you get the
compactness, convenience and maneuverability of the smaller mowers—the rugged endurance
of the bigger ones. (The 6 foot 9 inch cut mows up to 28 acres a day!)

It’s a hill hugger. The low center of gravity and excellent weight distribution means you
have sure-footed stability on the trickiest hills. The 4-speed transaxle with reverse lets you
pick the right gear and speed for any cutting condition.

It manicures turf or mows down the toughest grass with ease. The Super-Pro
gives you a choice of seven quick-set change cutting heights, from 3/8” to 3”... the three




done for you lately?

30" reels are easily adjustable without tools. And they’re centrally powered so the cutting
capacity isn’t dependent upon the ground speed of the machine.

That’s just a small part of the new Super-Pro story.
We hope it's enough to keep you thinking TORO.

P.S. Also think of TORO as a leader in automatic underground sprinkler systems for golf
courses, athletic fields, parks and industrial property. Your TORO distributor has all the facts.

We keep thinking of you. ; I l()I{()
That’s the only way we keep our reputation. -~ —— o

tExclusiye trade name of Toro Manufacturing Corporation, Minneapolis, Minn, 55420

For more information circle number 226 on card



Backfire
from
the golf

boom —
Lawsuits

part two

Today'’s final settlements
awarded in liability

cases are caught up in
the inflationary trend.

In the second of

this two-part article, the
author tells how

a country club

should insure itself
against hefty lawsuits

By JOHN F. GLEASON JR.

3
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)
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ILLUSTRATED BY SANDY HOFFMAN

W hat should a country club
do to protect itself against lia-
bility claims and lawsuits result-
ing from the types of accidents
and injuries such as those de-
scribed last month in GOLFDOM?

Basically, a country club must
protect itself by purchasing
adequate insurance to indemnify
it against lawsuits by the public
and against claims by injured
employees. This protection is
covered by types of insurance
contracts.

1) Comprehensive general lia-
bility insurance—to  protect
a country club against lawsuits
filed by members, guests or
members of the public who al-
lege bodily injury or property
damage claims arising from
negligence occurring on or from
the club premises or arising out
of the country club’s operations.

2) Comprehensive automobile
liability insurance—to protect

the country club against suits
filed for negligent operation of
automobiles owned, used, hired
or driven by others on behalf of
the country club. A country club
should insist that its compre-
liability

hensive  automobile

insurance be incorporated into
the same contract.

3) Workmen’s compensation
and employers’ liability insur-
ance—to protect a country club
for all employee compensation
claims and other benefits re-
quired by statute to employees
injured by accident or disease.
This standard contract not only
covers statutory benefits ac-
corded employees, but provides
liability insurance in those states
where employees are allowed to
waive statutory benefits and in-
stead sue an employer at com-
mon law.

4) Catastrophe umbrella lia-
bility insurance—to provide an
excess second layer of indemnifi-
cation in case a large judgment
is rendered by the courts against
a country club which exhausts
the limits of liability provided
by one of the other basic policies
previously mentioned.

Comprehensive general
liability

This insurance protects the
country club against bodily in-
jury and property damage
claims and suits which may oc-




cur on the premises, while using
its facilities and for injuries or
sickness resulting from serving
food and beverages.

The comprehensive general
liability policy is the broadest
basic liability contract available
to a country club. It not only
indemnifies the country club
against suits resulting from its
present operations, but will
automatically cover any new
areas which may develop during
the policy term—provided the
new area is not excluded by the
policy provisions.

Attached to this contract is
the *‘clubs endorsement,” which
modifies the policy to the parti-
cular exposures of the average
country club. This endorsement
broadens coverage in many
respects, but also restricts cover-
age in other areas.

There are certain exclusions
in the basic contract and in the
clubs endorsement which must
be modified or supplemented by
other insurance. Without modi-
fication, many normal areas of

a country club’s operation
would be unprotected.
There are three exclusions

which must be modified before
a country club can feel reason-
ably secure that its liability in-
surance will cover claims which
may arise in the normal course
of its operations. These exclu-
sions must be removed from the
contract or supplemented by
other insurance. They are: [)
the contractual liability ex-
clusion; 2) the alcoholic bever-
age exclusion, and 3) the ex-
clusion pertaining to property
of others in the care, custody or
control of the country club.

The contractual liability ex-
clusion states that the policy
does not apply to any liability
assumed by the insured under
any kind of written agreement or
contract.

Frequently, a country club
signs various service contracts
with outsiders to provide main-
tenance services, parking ser-
vice, golf car maintenance,
swimming pool maintenance, or
a host of other services. Em-
bodied in the written agreement
with many of these service
organizations are ‘‘hold harm-
less” clauses.
Under these

clauses, the country club agrees
to free the service company from
any bodily injury or property
damage claims which may arise
from its operations performed
on behalf of the country club.

The basic liability contracts
deny protection to a country
club for this form of contractual
obligation, unless the insurance
company has had an opportun-
ity to review the impact of the
obligation and has agreed to
extend  the scope of coverage to
include the hold-harmless obli-
gation within the policy by an
endorsement.

Sometimes an insurance com-
pany will afford what is known
as ‘“blanket contractual” lia-
bility coverage in which it agrees
to protect the insured for any
obligation assumed under writ-
ten contract.

Blanket contractual liability
coverage i1s best for a country
club because of the number of
contracts which are signed by its
officers or manager which may
not find their way into the hands
of the insurance underwriters
for proper handling.
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LAWSUITS

continued

Many insurance carriers, how-
ever, are reluctant to extend
blanket protection to a country
club, contending that they re-
serve the right to review the
contractual obligations which it
will underwrite.

If your country club does not
have blanket contractual lia-
bility protection, it is imperative
that every contract or service
agreement which the club signs
be reviewed by the club’s attor-
ney and the liability insurance
carrier before that agreement or
contract is signed.

The second exclusion in the
basic liability policies which
every country club must know
about excludes coverage for any
claim or suit resulting from the
selling or serving of alcoholic
beverages.

This broad exclusion not only
includes selling or serving alco-
holic beverages in violation of a
statute, ordinance or regulation,
but further denies protection for
a suit in which a country club
might be named as a co-defen-
dant following the selling or
serving of alcohol to a minor or
a person under the influence of
alcohol or which causes or con-
tributes to the intoxication of
any person.

Nearly every country club
serves alcoholic beverages to
members or guests. Should a
person, after being served a
drink on the premises, cause an
automobile accident in which
others were injured or Kkilled,
the country club might be
named a defendant in a sub-
sequent lawsuit.

Unless the club has had the
alcoholic beverage exclusion
removed from its comprehensive
general liability policy before-
hand, or has purchased a sepa-
rate liquor liability policy, the
basic policy would avoid defense
of any claim as well as payment
of any judgment that was ren-

dered against the club.

The third troublesome exclu-
sion in the basic policy, which
every country club must con-
sider, reads as follows:

“This insurance does not
apply to property in the care,
custody or control of the insured
or as to which the insured is
for any purpose exercising
physical control.”

Nearly every country club
has facilities for the safekeeping
of property of members, em-
ployees and guests, which if
damaged, destroyed or stolen,
would fall within the interpreta-
tion of this exclusion.

Members’ golf clubs are usu-
ally stored in the pro shop dur-
ing golf season and in lockers
during the winter months. Per-

sonal effects are also kept in
lockers, fur coats are checked in
the clubhouse coatroom and pri-
vate cars are parked by the club
doorman on the club premises.

These are a few examples of
the types of personal property
for which the country club le-
gally assumes responsibility. If
an automobile were stolen, a
checked fur coat missing or
other property destroyed by
fire, the country club would be
held responsible.

Most liability insurance com-
panies will not remove the care,
custody or control exclusion
from the basic policy. A country
club, therefore, must determine
the maximum value of other’s
property for which it assumes

safekeeping and purchase legal
liability insurance to adequately
protect itself.

Frequently, automobiles may
be insured under the compre-
hensive automobile section by
attaching the garagekeepers’
legal liability form. Moreover,
an “all risk™ legal liability pol-
icy would protect the country
club for loss or damage of other
property in its care.

However, all legal liability
policies usually exclude em-
ployee dishonesty losses; there-
fore, a fidelity bond on all em-
ployees is also required.

Guard against by-laws which
hold the member responsible
for property entrusted to the
country club. These disclaimers
do not hold up in court. If a
personal automobile was taken
from the club premises, for ex-
ample, the member’s automobile
insurance carrier would have a
legal right to look to the club for
reimbursement of the amount of
settlement paid the member.

Thus, every country club
must protect itself by legal lia-
bility insurance for the property
of others for which it accords
safekeeping.

As stated earlier, the compre-
hensive general liability policy
when written for a country club
should have the clubs endorse-
ment attached. If an under-
writer has failed to attach this
form, the club should insist that
it be attached. This endorsement
broadens the scope of protection
to the particular operations of a
club in many ways.

It extends coverage to any
member—rather than just offi-
cers—while performing activ-
ities on behalf of the country
club, except practicing for or
participating in any game or
sport. This would be within the
scope of the member’s personal
comprehensive liability cover-
age, found in his home-owner’s
policy or in a separate policy.

The clubs endorsement rede-

continued on page 82





