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Joint Meeting Agenda Item # __5
City of Reno sS

Staff Report approved by other entities:

e

STAFF REPORT
May 7, 2007

To: Reno City Council, Washoe County Cornmission and Reno Sparks Convention and
Visitors Authority Board of Directors
Thru: Charles McNeely, Reno City Manager

From: Staff
Re:  Discussion on statas of, and possible options for, Publicly Operated Golf Courses in
the Truckec Meadows

Date: April 26, 2007

Summary: Due to sevcral factors in the national and local golf market, and potential operational
changes by public entities, a discussion of opportunities to improve the financial viability of
public golf was requested. This report will provide a “snapshot™ of existing conditions at golf
courses operated by City of Reno, Washoe County and Reno-Sparks Convention and Visitors
Authority (RSCVA).

Previous Actions at Joint Mectings:

May 18, 2004 — Wasbhoe County Commission approved contract with Economics Research
Associates (ERA) for an operational Audit of Truckee Meadows Municipal Golf Courses and
approved interlocal agreements to share equally in the cost of the consultant report.

February 16, 2005 — Accepted the Operational Audit of Truckee Meadows Municipal Golf
Courses and directed staff to continue to work with the Golf Task Force to develop a
recommendation to be considered by the City of Reno, Washoe County and RSCVA at a future
date.

July 12, 2005 — Status report provided, no direction given.
Background: The Operational Audit of the Truckee Meadows Mumicipal Golf Courscs was
completed in early 2005 by Ecopomic Research Associates (ERA), studying the history of golf

in the Trackee Meadows, reviewing the regional golf market, analyzing the financial records of
the publicly owned golf operations and reviewing capital improvements peeded. The report was
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reviewed and discussed in depth by an appointed Golf Task Force, and presented to the joint
boards February 16, 2005 where it was accepted. A summary is contained in this report, and a
full copy and the draft minutes of the February 16 meeting are attached.

The joint boards directed staff to continue to work to develop a recommendation to be
considered by the City of Reno, Washoe County and RSCVA. '

On March 30, 2005, ERA provided a follow up analysis regarding the Impact of Closing Truckee
Meadows Municipal Golf Courses. A copy of the memorandum is attached.

On July 12, 2005, staff reported that, on June 16, 2005, the Task Force agreed to suspend
meetings until further action by the public entities.

ERA Operational Audit Report Summary:

The following summarizes the information found in the report, outlines key findings and reports
on what has changed and how those changes may impact the future of municipal golf operations.

Market analysis with a forecast for regional golf potential.

Review of the financial status and marketing options of each course.
Options for regional golf course management structure.

Long range planning options for golf in the community.

Summary of capital improvements and inventory of future needs.

The substantial findings of the report in 2005 were that:

e The region is over supplied by 36 holes (two golf courses).

Extensive capital improvements needed for all courses in excess of $16 million to
become competitive in the mid- and long-term Reno area golf market.

Greens fee structure at County and RSCVA course were above market.

Opportunity to increase revenues through increased green fees is not possible at this time.
Expense reductions are not possible.

Maintenance staffs are performing exceptionally well given resources available.

Rent structure for Washoe and Sierra Sage golf operations concession agreements are at
or above market levels.

Closure of one or two municipal golf operations would be of direct benefit.

There is a potential aggregate net benefit of $300,000 per year per closed course.
Consolidation could provide more effective and efficient maintenance and operation
functions.

No operating options offer substantial financial benefit.

Up-front, one-time equity contributions to fund capital improvements are key to
consolidating successfully.

Wildcreek is the only course of the six that offers potential reuse.

Brookside, Northgate and Sierra Sage are candidates for closure.
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e Sierra Sage is positioned well to serve future county resident golf needs.

Updates to ERA Report

Staff from all three agencies agree that the information contained within the ERA report is
generally valid with the following updates:

e Brookside Golf Course ceased operations as of September 30, 2006 when the lease
between City of Reno and Airport Authority was terminated. Public access golf was
reduced by 9 holes with closure.

e Washoe Golf Course changed the food and beverage operation from in-house to
contracted service in April 2006.

e The operating and financial performance of the Washoe Golf Course has improved since
the development of the report and has produced a profit for the past three years.

e An additional 27 holes of golf were developed and opened to golfers in 2006: 9 hole
executive golf course at Kiley Ranch in Spanish Springs; 9 hole regulation course at
Somerset in Northwest Reno; and 9 hole regulation course in Verdi. The Somerset
addition is currently for homeowners and their guests. The others are open to the public.

CURRENT OPERATIONS
City of Reno —

Operationally, Rosewood Lakes continues to be self-operated, with the exception of food and
beverage services which are contracted. A golf reservations and point of sale software system
that is compatible with the system used by the Reno Parks, Recreation and Community Services
Department was installed in 2006.

The City of Reno ceased operations at Brookside Golf Course on September 30, 2006 when the
lease with the Airport Authority was terminated. Publicly operated golf was thereby reduced by
nine holes. However, as noted above, 27 holes of golf were opened that same year.

In response to input received from the golfing public, including displaced Brookside golfers,
staff created a Good Morning Golf program in fall 2006, which provides limited time special low
rates on the back nine at Rosewood Lakes at the beginning of each morming. Quite a few players
have taken advantage of this incentive program; usage data revealed that rounds of play were up;
however, revenue was down due to the low rates. The continuation of drastically reduced rates
will be reviewed during the FY08 budget process.

Between December 2006 and April 2007, the front nine holes at Rosewood Lakes were closed
temporarily while an effluent pipeline was installed on the east edge of the course between
Pembroke and Mira Loma streets. The course was fully restored and reopened for 18-hole play
on April 20, 2007.

Financially in the years since the ERA study, a continuation of declining rounds and a three year
sequence of unforeseen events has contributed to an operating deficit at Rosewood Lakes. In
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winter 2005, snow closed the course for 48 consecutive days. In winter 2006, flooding caused
closure for 41 consecutive days. And, as mentioned, in winter 2007 the front nine was closed for
116 days. Significant financial challenges are also posed by annual debt repayments, indirect
costs, and depreciation costs associated with Rosewood Lakes. A preliminary analysis of the
impact of the Brookside closure on Reno golf operations indicates the annual effect will be a loss
of approximately $200,000 in net revenue. Although the ERA report concluded that expense
reductions were not possible and that Rosewood Lakes green fees were at market, staff has
inchuded substantial reductions in expenses and proposed rate increases in the FY08 budget
submittal. A fund transfer from the Parks and Recreation Special Revenue Fund to the Golf
Enterprise Fund will provide the necessary operating subsidy.

Looking forward, the impact of a proposed north/south connector through the Rosewood Lakes
property is unclear, however, Regional Transportation Commission staff have indicated that
impacts to the course will be mitigated and the course will be made whole.

Washoe County —

The golf operations for Washoe County continue to function as a combination of internal
management and maintenance with concession agreements for operations and food and beverage.
The golf courses under Washoe County are experiencing slight improvements in golf rounds and
financial performance, in particular those at Washoe Golf Course. Each golf course description
and current operations are highlighted below:

Sierra Sage Golf Course (263 acres)

Sierra Sage Golf Course is an 18-hole regulation golf course originally opened in 1960 as a nine-
hole course by the United States Air Force. Ownership of the course was conveyed to Washoe
County and a second nine was added in 1966. The golf course is managed and maintained by
Washoe County Regional Parks and Open Space Department. The golf professional services and
food operations are the responsibility of concessionaires. Peavine Golf is under contract until
December 2009 for golf services and Odette’s is contracted until April 2009.

The operating and financial performance of the course is improving slightly at Sierra Sage. The
facility reduced their loss from $305,894 in fiscal year 2004-05 to $289,060 in fiscal year 2005-
06.

Washoe Golf Course (162 acres)

Washoe Golf Course is an 18-hole regulation golf course opened in 1936 as the first golf course
in the region. The golf course is managed and maintained by Washoe County Regional Parks
and Open Space Department. The golf professional services and food operations are the
responsibility of concessionaires. Bel-Men Golf is under contract until December 2011 for golf
services and Odette’s is contracted until April 2009.

The operating and financial performance of the course is significantly improving at Washoe Golf
Course. The facility increased their profit of $136,948 in fiscal year 2004-05 to a profit of
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$260,691 in fiscal year 2005-06.
RSCVA

The RSCVA just completed and adopted a strategic plan to guide the organization for the next
three to five years. Among the issues addressed was a focus on Efficiently Managing RSCVA
Assets — primarily the public assembly facilities and the golf courses. The goal of that plank of
the Strategic Plan is to manage the RSCVA assets at maximum efficiency to free up additional
funds to support other RSCVA key priorities.

Both Northgate Golf Course and Wildcreek are operating with significant annual operating
deficits requiring subsidies. Specific goals adopted by the Board in the Strategic Plan for
Northgate and Wildcreek golf courses are to climinate the operating deficit for Northgate Golf
Course within two years and to eliminate the operating deficit at Wildcreek within three years.
Both courses presently serve 5% visitors and 95% local players. The initiatives contemplated for
each of the golf complexes are different.

In the case of Northgate, the publicly accessible course in the Truckee Meadows with the lowest
number of annual rounds played, the first approach contemplated was to re-analyze self-
operation potential by increasing use and/or prices, decreasing expenses and/or making an
investment that would allow a change in the financial dynamics. That initiative was completed
and the RSCVA Board has directed that the second initiative be pursued for Northgate, to
examine alternative golf operations. That will be explored over the coming months and the
results are expected to be reported back to the Board within six months. In the event that that
initiative does not provide the tools to eliminate the operating deficit at Northgate, a third
initiative will be explored, to evaluate alternative uses. The alternatives at Northgate are
impacted by the deed constraints under which the RSCVA acquired the land.

In the case of Wildcreek, the operating deficit is smaller, the play is greater and the anticipated
initiatives to eliminate the operating deficit are as follows: 1) Increase rounds on the executive
course, 2) evaluate improvements necessary to allow revenue improvements and greater
competitiveness with newer public golf courses, and 3) fine-tune to ensure continued break-even
status.

Fiscal Impact: As with most municipal recreation opportunities, some level of financial support
is needed to fill the gap between golf revenues and expenses. Opportunities to lessen that
support need to be studied, selected and implemented.

Areas of Consensus: To the extent financial support can be minimized, all three entities should
do so. Findings from the ERA Operational Audit remain valid. A method of operation which
provides for the infusion of capital improvement dollars should be pursued.

Areas to be Resolved: If the supply of golfing opportunities exceeds the demand that can be
provided in a fiscally prudent manner, which, if any, of the supply, should be removed from the
market? Are there options which would allow some of the golf supply to temporarily be
removed from the market, and to be reinstated at a later date? What are the comparative costs of
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maintaining a golf course as open space, and is that preferable to the cost of maintaining it as a
golf course?

Recommendation: Determine whether the entities will jointly explore alternative operational
models. If so, direct staff to study 1) parameters within which each entity would participate, 2)
analyze closure of courses, and 3) return in six months with recommendations.

Proposed Motion:

I move to 1) agree the ERA study on the Truckee Meadows golf courses remains valid and find
that there is an oversupply of public golf relative to demand that is anticipated to continue for at
least the next 10 to 20 years, 2) direct staff to explore alternative operational models, and 3)
return in six months with recommendations.

Attachments:

-Rounds played

-Course financials

_Staff Report from the February 15, 2005 Joint Meeting

-Summary report of Operational Audit of Truckee Meadows Municipal Golf Courses, December 2004
-Full report of Operational Audit of Truckee Meadows Municipal Golf Courses, December 2004

- Draft Minutes of the Joint Meeting of February 15, 2005

-Staff Report from July 12, 2005 Joint Meeting
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Rosewood Lakes
Washoe Golf Course
Sierra Sage

Wildcreek Executive
Wildcreek Championship
Northgate

Rounds Played

Actual
FY06

34,050
38,200
24,715
27,359
34,227
17,660

YTD
FYO07
(3/31/07)

24,683
29,073
18,312
18,185
23,258
11,560

Projected Projected Projected

FYO07

36,000
42,613
26,564
28,829
34,073
17,555

FYO08

36,500
43,892
27,360

FY09

37,000
45,208
28,180



CITY OF RENO PARKS, RECREATION, & COMMUNITY SERVICES
ROSEWOOD LAKES GOLF COURSE

REVENUES
Charges for Services
Miscellaneous

Total Revenues

EXPENSES
Salaries & Wages
Benefits
Services & Supplies
Sub-total
Profit and Loss

Indirect Costs/Overhead
Profit and Loss

Capital

Profit and Loss
Debt

Profit and Loss
Depreciation

Profit and Loss

Total Expenses

YTD
EQY FYO07 Projected Requested
FY06* (3/31/2007) FYo07 FYO08
$1,455,237 $644,564 $1,057,555 $1,033,000
$33,985 $4,519 $6,825 $20,000
$1,489,222 $649,083 $1,064,380 $1,053,000
$661,214 $379,259 $574,378 $512,029
$184,201 $132,331 $186,951 $149,101
$564,453 $291,865 $384,694 $394,162
$1,409,868 $803,455  $1,146,023 $1,055,292
$79,354 ($154,372) ($81,643) ($2,292)
$104,757 $81,003 $108,004 $165,632
($25,403) ($235,375) ($189,647) ($167,924)
$0 $0 $0 $0
($25,403) ($235,375) ($189,647) ($167,924)
$104,198 $277,885 $279,346 $285,071
($129,601) ($513,260) ($468,993) ($452,995)
$327,511 $0 $330,000 $330,000
($457,112) ($513,260) ($798,993) ($782,995)
$1,946,334 $1,162,343  $1,863,373 $1,835,995

*Includes data from Brookside Golf Course



WASHOE COUNTY DEPARTMENT OF REGIONAL PARKS & OPEN SPACE

SIERRA SAGE GOLF COURSE
YTD
EOY FYQ7 Projected Requested
FY06 (3-31-2007) FY07 FY08
REVENUES
Charges for Services $524,357 $400,516 $547,182 $567,000
Miscellaneous $2,001 $7,244 $8,855 $8,500
Total Revenues $526,358 $407,760 $556,037 $575,500
EXPENSES
Salaries & Wages $301,476 $238,814 $334,889 $354,358
Benefits $99,239 $76,406 $106,998 $110,944
Services & Supplies $243,653 $153,158 $250,261 $275,863
Sub-Total $644,368 $468,379 $692,148 $741,165
Profit and Loss ($118,010) ($60,619) ($136,111) ($165,665)
Indirect Costs/Overhead $0 $0 $0 $0
Profit and Loss ($118,010) ($60,619) ($136,111) ($165,665)
Capital $0 $0 $39,253 $37,000
Profit and Loss ($118,010) ($60,619) ($175,364) ($202,665)
Debt*** 30 $0 $0 $0
Profit and Loss ($118,010) ($60,619) ($175,364) ($202,665)
Depreciation $171,050 $125,753 $166,583 $159,918
Profit and Loss ($289,060) ($186,371) ($341,947) ($362,583)
Total Expenses $815,418 $594,131 $897,984 $938,083

* Administrative expenses for 1 Account Clerk and supporting supplies has been divided equally

between each course.

** Includes food/beverage services at both courses. Washoe provided direct f/b service through

April 2006.

***+ All debt is reflected under Washoe Golf Course



RENO SPARKS CONVENTION AND VISITORS AUTHORTY

NORTHGATE GOLF CLUB
YTD
EQY FYQ7 Projected
FYO06 (3-31-2007) FY07
REVENUES
Charges for Services $787,495 $569,578 $835,950
Miscellaneous $0 $0 $0
Total Revenues $787,495 $569,578 $835,950
EXPENSES
Salaries & Wages $426,207 $290,989 $461,591
Benefits $134,861 $91,079 $141,926
Services & Supplies $373,050 $267,270 $416,080
Sub-Total $934,118 $649,338 $1,019,597
Profit/Loss ($146,623) ($79,760) ($183,647)
Indirect Costs/Overhead $0 $0 $0
Profi/Loss  ($146,623) ($79,760)  ($183,647)
Capital $222,417 $150,000 $200,000
ProfilLoss  ($369,040)  ($229,760)  ($383,647)
Debt $417,071 $312,803 $417,071
Profit/Loss ($786,111) ($542,563) ($800,718)
Depreciation $340,680 $245,250 $339,000
ProfitLoss  ($1,126,791)  ($787,813) ($1,139,718)
Total Expenses $1,914,286 $1,357,391 $1,975,668
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WASHOE COUNTY DEPARTMENT OF REGIONAL PARKS & OPEN SPACE

WASHOE GOLF COURSE
YTD
EQY FYQ7 Projected Requested
FY08 (3-31-2007) FY07 FY08
REVENUES
Charges for Services $1,134,324 $730,057 $1,048,965 $1,075,000
Miscellaneous $2,281 $5,037 $9,400 $5,000
Total Revenues $1,136,605 $735,003 $1,068,365 $1,080,000
EXPENSES
Salaries & Wages $354,071 $218,725 $312,226 $353,453
Benefits $101,675 $78,443 $101,617 $120,036
Services & Supplles $301,958 $179,166 $288,563 $260,453
Sub-Total $757,704 $476,335 $702,406 $733,942

Profit and Loss $378,901 $258,759 $355,959 $346,058
Indirect Costs/Overhead 30 $0 $0 30

Profit and Loss $378,901 $258,759 $355,959 $346,058
Capital 50 $11,970 $51,223 $100,000

Profit and Loss $378,901 $246,789 $304,738 $246,068
Debt™ - $323,311 $244.,432 $322,276 $325.827

Profit and Loss $55,590 $2,357 ($17,540) ($79,769)
Depreciation $118,210 $83,794 $111,381 $113,517

Profit and Loss ($62,620) ($81,437)  ($128,921) ($193,286)
Total Expenses - T $1,795.225 516,630 51,187,286 $1,273,286_

* Administrative expenses for 1 Account Clerk and supporting supplies has been divided equally
between each course.

** Includes food/beverage services at both courses. Washoe provided direct f/b service through
April 2006,
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RENO SPARKS CONVENTION AND VISITORS AUTHORTY

WILDCREEK GOLF COURSE
YTD
EQY FYo7 _ Projected
FY06 (3-31-2007) FYO7
REVENUES
Charges for Services 52,088,136 $1,495,514 52,118,918
Miscellaneous $0 $0 30
Total Revenues $2,088,136 $1,495,514  $2,116,918
EXPENSES
Salaries & Wages $764,928 $557,239 $828,699
Benefits $260,157 $181,930 $263,728
Services & Supplies $961,389 $670,529 $938,188
Sub-Total $1,986,474 $1,409,698 $2,030,615
Profit/Loss $101,662 $85,816 $86,303
Indirect Costs/Overhead $0 $0 $0
Profit/Loss $101,662 $85,816 $86,303
Capital $269,487 $150,000 $200,000
Profit!lLoss  ($167,825) (564,184)  (5113,697)
Debt $0 $0 $0
Profit/Loss (8167,825) ($64,184)  ($113,897)
Depreciation $165,642 $121,500 $162,000
Profit/Lass ($333.467) ($185,684) ($275,697)

Total Expenses

$2,392,615

$2,421,603 $1,681,198
e
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JOINT AGENDA ITEM #_“LI

WARD NO.

This report was reviewed for:
Legal Implications z@ ’ T

Financial Imptioatigns_{ '
Dept. Approval

/7
STAFF REPORT
February 16, 2005
To: Reno City Council, Washoe County Comnnssmn and Reno-Sparks Conventlon & Visitors -
_ - Authority Board
Thru: Charles McNeely, City Manager
From: Al Rogers, City of Reno Parks, Recreation & Community Services Depa.rtmen
Doug Doolittle, Washoe County Open Space & Regional Parks Department
Joe Kelley, Reno-Sparks Convention & Visitors Authority m,&
Re: Accept the Operational Audit of Truckee Meadows Municipal Golf Courses’and

provide direction to staff on continuing to work with the Golf Task Force to
develop a recommendation
Date: February 8, 2005

Summary: The Operatlonal Audit of Truckee Meadows Municipal Golf Courses was performed by
- Economics Research Associates (ERA) to analyze the state of golf in the region and prepare a
‘comprehensive report on the operation and maintenance of six publicly owned golf courses. The contract
with ERA for this work was approved by the Washoe County Board on May 18,2004, along with approval
of the interlocal agreements with the City of Reno and the Reno-Sparks Convention and Visitor Authority
to share equally in the cost of the consultant report. The report is under review by the Golf Task Force to
develop a recommendation to be reviewed by Washoe County, City of Reno and RSCVA. Staff
recommends that the Operational Audit of Truckee Meadows Municipal Golf Courses be accepted by the
joint body and that staff be directed to continue to work with the Golf Task Force to develop a
recommendation to be considered by Washoe County, City of Reno and RSCVA at a future date.

Background: The Operational Audit of Truckee Meadows Municipal Golf Courses was completed by
Economics Research Associates (ERA) after many months of interviewing staff and existing golf
contractors, studying the recent history of golf in the Truckee Meadows, reviewing the regional golf market,

"~ analyzing the financial records of the publicly owned golf operations and. reviewing capital improvement

" needs. The result is a comprehensiveé report highlighting the state of the existing operations of the publicly
- owned golf courses and several management options for consideration.

One option discussed in detail is a possible consolidation of the six golf courses owned by the three public
agencies. According to the report, this would only be feasible if there was a major increase in capital
improvement spending, either under a fully funded plan or a limited plan. :

“The key element of any given scenario involving a significant capital improvement program is the
willingness of each public entity to provide up-front one-time equity contributions, or alternatively to
guarantee future debt obligations and provide credit enhancement ” The total cap1ta1 outlay suggested could

be as high as $18 million for all six golf courses.

In addition to consolidation, a number of golf course operating options, including facility leases, fee-for-
service management operations, concessions and self-operation are discussed in the report.




On January 31, 2005, a Golf Task Force began their review and discussion of the report with the
representative of ERA. The Golf Task Force is comprised of golf council members, park commissioners,
golf club members and RSCVA staff members. The plan to meet several times during February and March
to gain an understanding of the issues brought forth in the report and to develop a recommendation that will
be presented for consideration to the Reno City Counci, the Washoe County Commission and the RSCVA.

Financial Implications: There is no fiscal impact at this time relative to the continued review of the
information provided ‘in the Operational Audit of Truckee Meadows Municipal Golf Courses.

Recommendation: Accept the Operational Audit of Truckee Meadows Municipal Golf Courses by the
joint body and direct staff to continue to work with the Golf Task Force to develop arecommendationtobe
considered by the City of Reno, Washoe County and the RSCVA at a future date.

~ Proposed Motion: I move to accept the staff recommendation.
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OPERATIONAL AUDIT OF
TRUCKEE MEADOWS MUNICIPAL GOLF COURSE
SUMMARY OF FINDINGS

¢ As with most major golf markets across the country, the Greater Reno golf market
has transitioned from an underserved condition in the ecarly 1990s to an
oversupply condition at present. Current market conditions generally are a
product of extraordinary expansion of the public golf course inventory occurring
during the late 1990s in Washoe County, the Carson Valley, and secondary
market areas to the west.

e In FY 2004, the six municipal golf facilities combined reported positive net
operating income of $688,000, before depreciation, debt service, capital
improvement replacement reserves, and administrative support/overhead. The
City, County, and RSCVA “reported” expenses do not include allowances for
standard replacement reserves, nor are any indirect expenses or offsite support
overhead expenses include. With adjustments to reflect standard capital
improvement replacement reserves and administrative support/overhead, the
courses combined produced a net operating loss of $424,000 in FY 2004.

» With the exception of Rosewood Lakes, the municipal golf courses in Washoe
County need extensive capital improvements in order to renovate the basic golf
course infrastructure and to become competitive in the mid- and long-term Reno

area golf market:
Capital Improvement Requirements
(thousands of 2004 dollars)
Golf Cosmetic

Course Course Clubhouse Other Total
Rosewood Lakes $ 700 — 3 8% 3 1,590
Brookside — — — —_
Washoe 2,950 $100 1,665 4,715
Sietra Sage 2,000 300 590 2,890
Wildcreek 3,450 100 715 4,265
Northgate 2225 — 760 2985

$11,325 $500 $4,620 $16,445

« The opportunity to significantly increase revenues through increases in greens
fees is not possible at this time. As well, expense reductions are not possible and,
in fac, it is likely that some of the courses will continue to experience attrition in

E les Research Assoc ) Washae County
ERA No. 15575 Page |
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play levels if additional resources in the maintenance and golf operations areas are
not provided. The most effective means of achieving revenue increases and
expense reductions is through implementation of the capital improvements
program, with an emphasis on improved course conditions.

e Net operating income (before debt service) for each of the six goif facilities,
assuming full implementation of capital improvements ($16.4 million), as well as
a modest improvement in golf market conditions over the near- to mid-term, is
projected as follows:

Annusal Net Operating Income
{thousands of 2004 dollars)
Actual ~ Stable

Course FY 2004 Year* Increase
Rosewood Lakes ($ 12) $ 242 $ 254
Brookside 105 79 (26)
Washoe 49 492 443
Sierra Sage ( 218) 50 268
Wildcreek 35 533 498
Northgate (383 (3% 345

Total (3424) $1,358 $1,782

*Two-three years following capital improvements.

« Consolidation of the six municipal go!f facilities under a single operating entity
offers substantial economic benefits. While there are no prominent examples for
consolidation of public golf courses involving multiple public jurisdictions, the
benefits of consolidation are well documented in the private sector. Acquisition
of courses 1o create a geographic cluster in the private sector is a successful
business model in the golf industry. Cross-marketing benefits and administrative
efficiencies have proven to be the principal motivations for market clustering.

e Consolidation of the six municipal golf courses has modest cost saving
advantages, estimated at about $200,000 per year. Most of the benefits of
consolidation would be in the form of improved golf course conditions and
service levels atiributable to specialization and expertise which, in tumn, will
produce greater golf revenues. The revenue enhancement is expected 1o range
from $300,000 to $500,000 per year, depending on the intent of the capital
improvement program pursued. Expense savings in revenue enhancement
combined, therefore, are projected at $500,000 to $700,000 per year under
consolidation:

E ics R h Assocl Washoe Conungy
ERA No. 15575 Pagel
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Annual Amount at Stabilization (5000)

Limited Capital Full Capital Improvement
Improvement Program
Program
Sum of Sutn of
Tnd ' Consolidated Independent  Consofidated
OEraunns Operations Operations Opcerations
Revenue
Greens/Carts 54344 $4,561 $ 8,316 $ 872
Range } 590 594
Merchandise } 1,047 1,099
TFood & Beverage } 1,627 1,692
Other ] 2202 2417 119 19
Total $6,646 $6.978 $11,699 $12,236
Caost of Sales (__485) (__509) 1355 1,417
Net Revenue $6,16} $6,469 $10,344 $10,819
Operating Expenses .
Maintenonce } $ 4227 $ 4093
Golf Operations ) 1,797 1,797
Food & Beverage ) 56,285 $6,083 732 761
Undistributed Clubhouse } 287 287
Goneral & Administrative } 1,301 1,428'
Capilal Replacement Reserve 300 __200 3 330
Total $6,585 36,385 3 8874 $ 869
Net Qperating Income (5 424) s & $ 1,470 3 2,123
VIncludes Citywide overhead support functions and Brooksidc reat.

e There are many scenarios which can be structured with regard to consolidating the
three public agencies owning municipal courses in Washoe County. Under a
limited capital improvements program, no near-term equity contributions or
borrowings are required, with the benefits of consolidation (estimated at $500,000
per year in savings) oﬁ'semng otherwise expected annual operating losses.
Beyond the near-term, however, a limited capital improvements strategy rmay not
be viable.

o Under a full capital improvements program, funds required for capital
improvements would derive from a combination of equity contributions and
borrowings. The key element of any given scenario involving a significant capital
improvement program is the willingness of each public entity to provide up-front
one-time equity contributions, or alternatively to guarantee future debt obligations
and provide credit enhancement. '

s Under a full capital improvements program, financial properties suggest that a
consolidated golf system can immediately operate slightly better than breakeven,
and the proposed improvement program can be funded entirely with debt (totaling
about $18 million). However, substantial loan guarantees and credit enhancement
would be required.

E: ics Research A iztcs Washoe Conngy
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Section I
INTRODUCTION

BACKGROUND

As with most major golf markets across the country, the Greater Reno golf market
has transitioned from an underserved condition in the early 1990s to an oversupply condition
at present. Current market conditions generally are a product of extraordinary expansion of
the public golf course inventory occurring during the late 1990s coupled with a plateauing of
demand during recent years. In an environment of essentially flat demand and greatly
increased supply, downward pressure has been exerted on most golf facilities in the Reno
market in terms of play levels, attainable greens fees, and revenues. - Faced with this
challenge, Washoe County, the City of Reno, and the Reno-Sparks Conven.tion and Visitors
Authority (RSCVA) jointly commissioned Economics Research Associates (ERA) to conduct
a detailed public golf facility operational audit to evaluate the current performance of existing
municipal courses, current and anticipated market conditions, capital improvement
requircments, and alternative operational options for their municipal facilities. The foliowing
is a list of the six municipal golf facilities addressed in this audit:

Number

Facility Name of Holes Year Built Owner
Washoe County 18 1936 Washoe County
Sierra Sage 18 1964 Washoe County
Rosewood Lakes 18 1991 City of Reno
Brookside 9 1956 City of Reno
Wildcreek Regulation 18 1976 RSCVA
Wildcreek Executive 9 1976 RSCVA
Northgate 18 1988 RSCVA

This study focuses on a number of issues including the effectivencss of existing
operations within the current golf environment, evaluation of capital facility improvement
requirements, review of the market and financial performance of comparable municipal and
daily fee golf courses in terms of their departmental revenues, operating expenses and, where

applicable, concessionaire coniract terms, and revenue enhancement “opportunities.

ics R h Associats Trickee Meadows Municipal Golf Canrse Opcrational Audit
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Additionally, the analysis evaluates operating options relative to the golf courses including
consolidation of management and operation of all courses, assessing the structure of these

options, financial return to the city, and the various noneconomic attributes of each option.

Every reasonable effort has been made in order that the data contained in this study
reflect the most accurate and timely information possible as of August 2004, the date when
primary research was completed for this study, and it is believed to be reliable. This study is
based on estimates, assumptions, and other information developed by Economics Research
Associates from its independent research effort, general knowledge of the industry, and
consultations with representatives of the golf industry. No responsibility is assumed for
inaccuracies in reporting by the client, its agents and representatives, or any other data source
used in preparing this study. No warranty or representation is made by Economics Research
Associates that any of the projected values or results contained in this study will actually be
achieved. Further, it should be noted that this report contains selected information derived
from sources on a confidential basis. This information has been consolidated with other

information, or presented generically so as not to disclose the source.

This study has been prepared under the administrative supervision of M. Gene P.
Krekorian, Senior Vice President. ERA staff members participating in the review and
analysis include Ms. Diane D. O'Brien, Principal, and Richard T. Warfel, Senior Associate.
Damian Pascuzzo, ASGCA and Principal of Graves & Pascuzzo, Limited, Golf Course
Design and Development contributed significantly in the physical evaluation of the golf

courses and preliminary review of capital improvement needs.

ERA gratefully acknowledges the participation and cooperation of Mr. Douglas
Doolittle (Washoe County Parks and Recreation), Mr. Al Rogers (City of Reno Parks and
Recreation), Mr. Joe Kelley (RSCVA), and the many individuals and firms involved with the
maintenance, operation and management of the municipal golf courses owned by Washoe
County, the City of Reno, and the RSCVA.

Ec ics Research Associ Truckee Meadows Municipal Golf Course Operational Audit
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Section I
SUMMARY AND CONCLUSIONS

A summary of principal findings and conclusions is presented in this section. The
documentation and analysis underlying these findings is contained in the subsequent sections
of the report.

TRUCKEE MEADOWS MUNICIPAL GOLF COURSES

o There are six municipal go!f facilities serving the Truckee Meadows:

~ Washoe County:
= Washoe — 18-hole regulation length course
= Sierra Sage — 18-hole regulation length course
~ City of Reno:
* Rosewood Lakes — 18-hole regulation length course
¢ Brookside — 9-hole regulation length course

- RSCvA
»  Wildcreek — 18-hole regulation length course
~ 9-hole par 3 course
* Northgate — 18-hole regulation Jength course
These courses are very diverse in terms of their market positioning, course.
difficulty, features, locational attributes, playing conditions, and support facilities.

s The operational structure of these courses also varies. County courses are

managed and maintained by County employees, with golf operations provided by

a concessionaire (County operates restaurants). City courses are managed,

- maintained, and operated by City employees, with a restaurant concessionaire.

All functions and services at the RSCVA courses, including food and beverage
operations, are provided by RSCVA staff.

» The public authorities which own the municipal golf courses have different goals
and objectives. The City of Reno and Washoe County are primarily motivated to
provide a quality recreational experience for their golfer constituents at an
affordable price, while RSCVA courses were originally developed as part of the
visitor infrastructure to promote tourism. While the City and County remain
committed to their objectives, a number of high quality daily fee courses that have

E jcs Rescarch Assoct: Washoe Connty
ERA No. 158575 Page B3-1

458



opened in the area over the past six years effectively fulfill the role which
RSCVA courses initially served.

GOLF MARKET

o Like most of the major golf markets across the country, the Truckee Meadows
golf market presently is very soft, manifested by declining play levels and
revenues at maost courses.

e The Reno-Sparks current market softness is, in large part, the result of
extraordinary expansion of the daily fee golf course inventory in Washoe County,
the Carson Valley, and secondary market areas to the west. The contraction of
area tourism in Tecent years also has contributed to the market softness. There
also appears to be some underlying regional and national cultural shifts negatively
affecting the fundamental demand for golf.

e The public regulation length golf course inventory has expanded much more

rapidly than resident population:
Resident Population Number of Golf Courses
(thousands) (18-hole equivalents)
Washoe Carson Washoe Carson

Year County Valley County Valley Total
1990 254.7 68.1 55 3.0 8.5
1995 2973 80.0 ’ 6.5 5.0 1.5
2000 3395 938 105 95 20.0
2004 ‘ 380.0 101.8 9.5' 9.5 19.0
Percent Increase

1920-2004 49% 49% 73% - 217%  123%
1995-2004 28% 27% 46% 90% 65%

TArrowcreek course converted from public to private in 2002,

e Apggrepate annual public golf play on the 19 public access courses in Truckee
Meadows and the Carson Valley has increased very modestly over the past nine
years, but average play per course has declined sharply due to the inventory

expansion.
Econonsles Research Assoct Waslsoe Cotunty
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Annual Play

Fiscal ‘Washoe County Carson Valley
Year Total Per Course Total Per Course
1996 306,700 47,200 175,000 35,000
1997 301,000 46,300 - 200,000 30,700
1998 290,200 44,600 200,000 26,700
1999 267,400 35,700 220,000 23,200
2000 331,100 34,900 250,000 26,300
2001 320,300 33,700 240,000 25,300
2002 312,900 31,300 230,000 24,200
2003 306,600 32,300 230,000 24,200
2004 313,000 32,900 240,000 25,300

e Most of the increase in play on Truckee Meadows courses is attributable to

resident growth:
Fiscal Amnnusal Rounds
Year Residents Visitors Total
1996 230,800 75,900 306,700
2001 240,900 79,400 320,300
2004 245,700 67,300 313,000

e Posted preens fees increased sharply between 1995 and 2000, after which there
has been a moderating of increases:

Average Annual Increase

Municipal
Time Nonresident Daily Fee
Period WD WE WD WE
1995-2000 5.5% 5.1% 3.4% 5.9%
2000-2004 1.0% 33% 2.4% 5.5%

Despite the increase in posted fees since 2000, the average greens fee has declined
over the past four years at some of the municipal and most of the daily fee courses
due to the heavy discounting in the market.

e With an inventory of 9.5 public access regulation length courses, the Reno area
public golf market presently is over-served by approximately 36 holes. At
anticipated growth rates, even assuming no new facilities are developed in the
area, it will be at least 10, and possibly 20, years before this excess supply is fully
absorbed.

Economics Rescarch Assaciates . Washoe County
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HISTORICAL AND CURRENT OPERATIONS

e Annual play on the six Truckee Meadows municipal facilities has declined 24
percent since 1996:

FY FY FY

Golf Course 1996 2001 2004
Washoe 60,800 56,600 37,300
Sierra Sage 40,300 28,200 27,900
Rosewood Lakes 48,000 39,500 39,400
Brookside* 32,500 34,800 30,600
Wildereek

18 46,200 39,800 - 32,600

Par3 36,000 37,200 26,600
Northgate 31,000 19,800 20,200

Total 294,800 255,900 214,600

Average Washoe Daily Fee Courses 47,900 31,200 31,300 -
Average Carson Valley Courses 43,800 27,100 28,200
Average Sacramento Region 70,700 54,400 50,000
#18-hole equivalents.

s Current 18-hole standard greens fees are as follows:

Greens Fecs
Residents Nonresidents
Golf Course WD WE WD WE
Washoe 29! 32! 3s' 38!
Sierra Sage 29" 32 3s' 38!
Rosewood Lakes 30 30 30 30
Brookside 10* 10! 10° 10
Wildereek
18-hole 50° 59? 50* 592
Par 3 12} 15 12 15°
Northgate 40 46 40 46?
"ncludes reservation fee of $2.00.
%[ncludes cart.
*Nine holes.
E ics Rescarch Assoch Washoe Conunty
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e The current average greens fees per round, for all types of play, is calculated as

follows:
Average Greens Fee
per Round
As Adjusted to
Golf Course Reported Exclude Cart
Washoe $18.18 $18.18
Sierra Sage 2226 2226
Rosewood Lakes 19.82 19.82
Brookside 7.03 7.03
Wildcreek
18-hole 39.23' 29.69
Par3 11.65 11.65
Northgate 31.88' 22.13
Sacramento Regulation Municipal 18.00 18.00
California Regufation Municipal 19.00 19.00

'includes cart.

¢ Revenue per round for other departments is calculated as follows:

Other Revenues
Golf Course Carts Merchandise F&B
Washoe $6.14 $4.45 $3.81
Sierra Sage 7.06 323 72
Rosewood Lakes 5.63 3.50 6.92
Brookside 62 : 13 1.00
Wildereek -t 2.36 537
Northgate ! 272 5.74
Sacramento Regulation Municipal 5.50 2.70 3,75
California Regulation Municipal 6.00 2.50 4,00°

'Included in greens fees.
*Excludes banguets.

Economics Research A
ERA No. 15575
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e Net operating income in FY2004 is summarized below:

e 1o
Raseweod Sierra
Lakes Brookside  Washoe Sage  Wildcreek  Northgate
Gross Revenue
Greens Fees s 781 $ 429 $ 830 $579 $1,278 $447
Cars 222 38 ! ¥ 31t 197
Range 8 - 128} 44} 98 L]
Merchandise 138 E } } 140 55
Food & Beverage 30t 7 178 46 318 Hs
Other 39 14 2 s 33 _1
Total $1.294 $ 49 $1,139 $674 $2,I78 $365
Less: Cost of Sales
(mcrchandise) 103 4 51 _22 216 89
Net Revenuc $1,19¢ $ 4 $1,088 5652 $1,962 $716
Less:  Operating Expenses
as Reported 1.049 302 824 693 1,660 945
Net Operating Income* $ 142 $ 190 $ 264 s 41) § 302 ($169)
less: Expense Adjustments® 104 60 165 121 192 164
Cap. Replacement Res. 50 25 50 5 30
Subtotal $ 154 $ 85 $ 28 5177 $ 267 214
Adj. Nct Operating Income* ¢ 12 $ 105 $ (8218) $ 35 (3383}
*Before debl service.

'Concession revenue.

?Includes allowances for routine replacement of maintenance equipment, olf carts, and admini

supportl costs.

ve

e In FY 2004, the six municipal golf courses combined reported positive net

operating income of $688,000, before depreciation, debt service, capital
improvement replacement reserves, and administrative support/overhead. The
City, County, and RSCVA reported expenses do not include allowances for
standard replacement reserves, nor are any indirect expenses or offsite support
overhead expenses included.

With adjustments to reflect standard capital improvement replacement reserves
and administrative support/overhead, . the courses combined produced a net
operating loss of $424,000 in FY 2004,

As of June 30, 2004, each of the public agencies is responsible for the following
existing debt:

ERA No. [S578
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Existing Debt

(3000

County of Washoe $3,420
City of Reno 3,305
RSCVA _1.960
Total $8,685

CAPITAL IMPROVEMENTS

» With the exception of Rosewood Lakes, the municipal golf coutses need
extensive capital improvements in order to renovate the basic golf course
infrastructure and to become competitive in the mid- and long-term Reno area

golf market:
Capital Improvement Requirements
(thousands of 2004 dollars)
Cosmetic

Course Golf Conrse  Clubhouse Other' Total
Rosewood Lakes $ 700 — $ 8% $ 1,590
Brookside — —_— - —
Washoe - 2,950 $ to0 1,665 4,715
Sierra Sage 2,000 300 590 2,890
Wilderesk ‘ 3,450 100 715 4,265
Northgate 2225 - 760 2985

Total $11,325 $ 500 $4,620 $16;445

‘Includes master planning, soft costs, practice range, parking lot, maintenance facility, and
other miscellaneous.

2Only $500,000 of the $3.54 million specified for clubliouse and cart storage facilitics is
included.

e While the Brookside course also requires irigation system and other course
improvements, without a long-term lease commitment from the Reno-Tahoe
Airport, such improvements cannot be justified. In lieu of improvements,
additional annual expenditures of $20,000 to $30,000 will be required.

o In addition to the $16.4 million in capital improvements outlined above, another
$3-4 million in clubhouse-related improvements ultimately will be required, most
of which will involve Sierra Sage and Washoe golf courses.

e The comerstone and initial step in establishing and implementing the capital
improvements program is the development of a master plan for each facility. This

E tcs Research Assoc Washaoe Connly
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plan will allow alf improvements to be accomplished in a cost-effective and
efficient manner.

REVENUE ENHANCEMENT/EXPENSE REDUCTION

o The most effective means of achieving revenue increases and expense reductions
is through implementation of the capital improvements program, with an
emphasis on improved course conditions.

e The opportunity to significantly increase revenues through increases in greens
fees is not possible at this time. Moreover, while greens fees at Rosewood Lakes
are supportable in the market, the regular 18-hole greens fee structure at the
County and RSCVA courses appear to be above market until the product is
improved. The availability of steeply discounted monthly play cards at the
County courses has required increased regular fees in order to maintain adequate
operating revenues. A reduction in the play card subsidy would allow regular
gréens fees to be reduced to market levels.

o Some refinements to rates and policies may produce additional revenue, but such
increases would be nominal.

» Expense reductions are not possible and, in fact, it is likely that some of the
courses will continue to experience attrition in play levels if additional resources
in the maintenance and golf operations areas are not provided.

s Golf course maintenance conditions at all of the 18-hole courses has improved in
the past two years. Maintenance staffs are performing exceptionally well given
the resources available.

s

o The rent structure for the existing golf operations concession agreements at
Washoe and Sierra Sage are at or above market levels,

BASELINE FINANCIAL PROJECTIONS

e It is unlikely that the performance of the Truckee Meadows municipal golf
courses will improve, and may deteriorate further, without significant investment
in capital facilities and operating resources. Operated independently, the six
fucilities combined will likely continue to lose on the order of $400,000 to
$500,000 annually, before any debt service, under a “status quo” scenario.

E jes Research Associat : Washoe Connty
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¢ Net operating income for each of the six golf facilities is projected below,
assuming full implementation of capital improvements ($16.4 million), as well as
a modest improvement in golf market conditions over the near- to mid-term.
These projections assume the facilities continue to operate independently and do
not include any allowance for debt service or recovery of capital improvement

expenditures,
Annual Net Operating Income
(thousands of 2004 dollars)
Actual - Stable

Course FY 2004 Year* Increase
Rosewood Lakes $ 1) $ 242 $ 254
Brookside 105 79 (26)
Washoe 49 492 443
Sierra Sage (218 50 268
Wildcreek 35 533 498
Northgate (383) 3% 345

Total ($424) $1,358 $1,782

*Two-three years following capital improvernents.

¢ The net cost-benefit related to proposed improvements is calculated as follows:

Increase Net Benefit ($600)
in NOI  Incremental Capital Net
Course (3000) Valuc! Improvements  Benefit
Rosewood Lakes 3 254 $ 3,175 $ 1,590 $1,585
Brookside (26) (325) -~ (325)
Washoe 443 5,537 4,715 822
Sierra Sage 268 3,350 2,890 460
Wildcreek 498 6,225 4,265 1,960
Northgate 345 4312 2,985 1,327
Total $1,782 $22,275 $16,445 $5,830

Based on direct capitalization at 8%.

CONSOLIDATION
Structure

»  While there are no prominent examples for consolidation of public golf courses
involving multiple public jurisdictions, the benefits of consolidation are well
documented in the private sector. Acquisition of courses to create a geographic

E ics Rescarch Associ: Washoe Connty
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cluster in the private sector is a successful business modetl in the golf industry.
Cross-marketing benefits and administrative efficiencies have proven to be the
principal motivations for market clustering.

e The structure of a consolidated municipal golf system would feature centralized
mapagement, providing all management, marketing, financial, and other
- administrative functions. Departments would include:

‘Washoe City of
County Reno RSCVA
Golf 1
Management J [ [ 1
Capital Reser- Market- Admin.
Expend. vations ing Function
Maint. Golf Ops. F&B
Super- - Carts Contessions
intendent - Range
— Starters
— Gotfer Sves.
Washoe Washoe Washoe
Sterra Sage Sterra Sage Sierra Sage
Rosewood Lakes Rosewood Lakes Rosewood Lakes
Brookside Brookside Brookside
Wildercek Wildereek Wildereek
Northgate Northgate Northgate
Economics

» Consolidation of the six municipal golf courses has modest cost saving

advantages:
— Maintenance Services and Supplies — economies of purchase volumes:
$90,000 per year (10%)
~ Maintenance Equipment — contract purchasing volume discounts: $40,000 per
year (10%)
E ics Research A Weshoe County
. ERA No. 15578 Page 1110
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L ]

— General and Administrative Services and Supplies (payroll, accounting, audit,
planning, finance, personnel, legal, cash control, purchasing, other): $70,000
" per year (5%)
Most of the benefits of consolidation would be in the form of improved golf
course conditions and service levels attributable to specialization and expertise
which, in turn, will produce greater goif revenues. Golf operations expenses
would not be expected to decline under consolidation, but maintenance and
operation functions would be provided more effectively and efficiently.
Quantification of this benefit is speculative and judgmental, although experience
at West Coast municipal courses suggests improved course conditions and
services attributable to multi-course operation should increase market share by 5-
10 percent.

The comparative economics of consolidation, assuming a 5 percent increase in
play resulting from the benefits of consolidation, are estimated as follows:

Annual Amount at StabHization (8000)

Limited Capital Improvement Full Capital Improvement
Program Program
Sum of Sum of
Independent  Consolidated Independent lidated
Operations Opcrations - Operations Operations
Greens/Carts $4,344 $4,561 $ §3i6 $ 8,732
I 590 594
Merchandise 1,047 (,099
Ett)gd & Beverage . 1,627 1 ,??2
2,202 2417 119 3 __119
$6,646 $6,978 $11,699 12,236
Cost of Sales (___485) (__509) 1,355 1417
Net Revenue £6,161 $6,469 $10,344 $10,819
Operating Expenses
aintenance $ 4227 $ 4,093
Golf Operations 1,797 1,797
Food & Beverage $£6,285 56,085 732 761
Undistributed Clubhouse 287 287
General & Administrative 1,501 1,428"
Capital Replacement Reserve 300 300 330 330
Total $6,535 $6,385 $ 8,874 $ 2,696
Net Operating Income ($ 424) $ 84 $ 1,470 S § 2,123

Tincludes Citywide averhcad support fictions and Brookside rent.

s Thus, under & limited capital improvement program, consolidation is expected to

generate net benefits totaling about $500,000 per year. Under the full capital
improvement program, consolidation is expected to produce about $650,000 per
year in incremental net operating income. With cither capital improvements

ics Research Associ: Washoe County
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program, about $200,000 is attributable to opcrating efficienciés (expense
reductions) and with the balance related to enhanced revenue.

Consolidation Scenarios

There are many scenarios which can be structured with regard to consolidating the
three public agencies owning municipal courses in Washoe County. Under a
limited capital improvements program, no near-term equity coatributions or
borrowings are required, with the benefits of consolidation (estimated at $500,000
per year in savings) offseiting otherwise expected annual operating losses.
Beyond the near-term, however, z limited capital improvements strategy may not
be viable.

Under a full capital improvements program, funds required for capital
improvements would derive from a combination of equity contributions and
borrowings. Two representative scenarios have been analyzed — one featuring
one-time equity contributions, and a second involving maximization of debt. The
key element of any given scenario involving a significant capital improvement
program is the willingness of each public entity to provide up-front one-time
equity contributions, or alternatively to guarantee future debt obligations and
provide credit enhancement.

On one end of the spectrum, a candidate scenario would require one-time equity
at a level sufficient to fund all capital improvements and effectively limit future
credit enhancement or debt guarantees. Assuming that each entity retains
responsibility for its respective existing debt, a total one-time capital contribution
estimated at $6.6 million would be required among the three parties. Since, under
this scenario, new debt is limited by a 2.0 debt service coverage ratio, and thus
assumed to be secured solely by the golf course assets, minimum or no guarantees
would be required by the public entities. Financial projections under this scenario
indicate that, at stabilization following the implementation of the full capital
improvement program, net cash flow, after servicing new debt issued for funding
capital improvements, would total about $1.06 million per year to be split among
the three participating entities.

On the opposite extreme, an alternative scenario can be formulated which
minimizes equity contributions and maximizes debt. Such a scenario would likely
require guarantees by the parties for operating losses, if any, and debt. Under this
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scenario, projections indicate that that a consolidated golf system can immediately
operate slightly better than breakeven, and the proposed improvement program
can be supported by improved operating income attributable to the improvements.
Assuming all capital improvements are implemented and funded with debt
(totaling about $18 million), debt service coverage is projected at about 1.2 at
stabilization in the third year following completion of the improvements.
Financial projections under this scenario indicate that, at stabilization following
the full implementation of the capital improvements program, net cash flow
would total about $340,000 per year to be shared among the participating entities.
Under this scenario, since no up-front equity is contributed, and debt service
coverage is projected at only 1.20, substantial credit enhancement would be
required.

o A summary of these representative consolidation strategies is as follows:

Summary of Debt and Equity Requirements Under Consolidation

(thousands of dollars)
Limited Full Capital Improvements
Capital One-Time Maximum
]mnrovements Equity Debt
Equity Contributions — $ 6,600 $ 416
Borrowings* — 10,854 18,190
Stable Year Projections (year 5)
Net Operating Income T 584 $ 2,123 $ 2,123
Less: Debt Service e __ 1050 1,780
Net Cash Flow $84 $ 1,063 - $ 343
Credit Enhancement Yes No Yes

*Represents new borrowing. Analysis assumes each entity retains its ive existing debt.
P! g

MUNICIPAL COOPERATION

e Coordination of selected functions in an effort to reduce costs and/or improve
efficiency may be accomplished through formation of a cooperation agreement.
Pooling resources for functions as supply procurement or acquisition of special
shared maintenance equipment could reduce operating expenses. A coordinated
marketing program or reservation system may facilitate overall utilization of the
golf courses, increasing revenues.

e It would appear that coordinating fanetions, which are geared to reducing costs,
has merit and is workable, although the benefits will not be significant.
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Coordinating those functions which potentially cnhance revenue, also has mérit,
but distribution of those benefits may be difficult to identify and assign equitably.

OPERATING OPTIONS

There are numerous golf course operating options which are available on a single-
course basis as well as under consolidation. In general, the major components
comptising each operating option include responsibility for capital improvements,
privatization of all or some functions, and financial risk sharing.

The basic operating options inclade:

— Facility Lease

— Fee-for-Service Management

~ Golf Operations Concession/Municipal Maintenance
~ Golf Operations Concession/Contract Maintenance
- Self-Operation

In many metropolitan areas, privatization of municipal golf courses is an effective
option, primarily due to lower private sector payroll and benefit costs. In the
Reno market, however, the differential between prevailing public sector and
private sector wages and benefits is relatively small, and the golf courses
presently are maximizing the employment of part- rather than full-time
employees, such that many of the advantages of privatization are not significent.
Options including facility leases and contract maintenance, therefore, do not offer
substantial financial benefits.

Leasing individual facilities or a consolidated system is an option, with the rent
structure depending on the lease term and capital contributions. Under 2
consolidation, zero rent, and a lease term of 35-55 years, it is estimated that about
$8-10 million in private capital would be expected, with the balance of the capital
improvements ($8-10 million) the responsibility of the lessor.

A fee-for-service management agreement also is an option. Typically such
agreements are short-term (5 years) and involve no private capital contributions.
The professional management firm typically carns a fee of 4-5 percent of gross
revenue and bears no minimal financial risk. This option probably would be
fiscally neutral.
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Golf operations concessions with municipal maintenance (currently in practice at
County courses) is a viable option if facilities are operated individually as well as
under consolidation, assuming that one concessionaire is responsible for all of the
courses in the consolidated system. Under consolidation, concession rents equal
10 25 percent of cart and range revenue, and 5 percent of merchandise and lessons
appears supportable, generating about $600,000 per year in rental income.

Self-management (currently in practice at City and RSCVA courses) remains a
viable option. ’

FINANCING OPTIONS

The capital improvements required at the six municipal golf courses total up to
$16.4 million, including minimum cosmetic full clubhouse improvements. Full
clubhouse improvements would add another $3-4 milfion. These improvements
cannot be funded from current net operating income.

Under consolidation, with self-operation, on the order of $10.85 million in
municipal tax-exempt debt financing would be supportable based on the projected
income stream (2.0 debt service coverage).

As previously noted, leasing the entire consolidated system would attract $8-10
million in capital contributions.

Formation of a “recreation special district” with assessments pledged for debt
service would allow full funding of capital improvements. Clearly, this option
would face numerous political and practical hurdles.

Closure of selected golf courses potentially would improve the overall economics,
and reduce capital improvement requirements.

COVURSE CLOSURE OPTION

As noted, a healthy Truckee Meadows golf market is not expected for at least 10,
and possibly 20, years. The market is presently over served by approximately 36
holes of golf.

Closure of one or two municipal golf courses would improve the health of the golf
market, and directly benefit the remaining golf courses. A preliminary review of
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each course suggests that Wildcreek is the only course of the six which offers

potential reuse. Wildcreek’s location and property features render it a candidate -
for residential redevelopment. The value under golf use is nominal due to-a high

level of capital improvement needs, and residential uses would have limited

impact on surrounding land uses.

Alternative closure candidates would include Brookside, Northgate, and Sierra
Sage. Brookside is economically self-supporting and it is unikely that a high
percentage of play would transfer to other municipal courses at market rates.
Economically, Northgate is a good candidate as it currently loses moncy on an
operating basis, and will likely continue to operate below breakeven with needed
improvements completed. Closure of Sierra Sage would offer some benefits,
primarily by shifting play to other municipal courses, but this course is positioned
well to serve future county restdent golf needs.

Tt is estimated that about one-half of the existing play on courses closed would be
captured by the other municipal courses. The aggregate net benefit accruing to
remaining municipal courses is estimated at about $300,000 per closed course per
year.
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Section 11X

FACILITY DESCRIPTION AND OPERATING PERFORMANCE

This section of the report provides a description of each of the six municipal facilities,
and a summary of historical operations.

FACILITY DESCRIPTION

Sierra Sage Golf Course

Sierra Sage Golf Course is an 18-hole regulation length facility originally opened as a
* nine-hole course by the U.S. Air Force in 1960. Shortly thereafter, ownership of the golf

course was conveyed to Washoe County and a second nine holes was added in 1966.

The golf course is maintained by Washoe County Parks and Recreation. Golf
operations are the responsibility of a golf concessionaire (Peavine Golf Associates). Food
and beverage operations also have been concessioned, although, at present, there is no
operator in place.

The golf course is Jocated at 6355 Silverlake Boulevard, near the intersection of Stead
Boulevard and U.S. Highway 395 in ﬁe noﬁhern region of Washoe County. This is a rapidly
growing part of the County. Regional access to the course is provided by Highway 395, the
major north-south transportation corridor serving the Reno area. 1-80, the main east-west
transportation corridor, is located about eight miles south of the course. Local access from
Highway 395 is via Stead Boulevard to Silverlake Boulevard one-quarter mile to the course.
There'is a Highway 395 frecway interchange at Stead Boulevard.

Golf Conrse

Sierra Sage is a par 71, 18-hole regulation length‘ golf course with the following
characteristics:

Ex ics Research Associ Washoe Counly
ERA No. 15578 19 Page t)-1

474




- Length PGA
Tee (yards) Rating Slope

Blue 6,604 70.4 122
White 6,230 68.7 119
Red 5,597 70.3! 120’

'Women’s rating and slope,

The course is a core design with retumning nines. The front nine is a par 35 with two par-3s,
six par-4s, and one par-S. The back nine is a par 36, with two par-3s, five par-4s, and twe
par-5s. The golf course has 44 bunkers and ane large lake which comes into play on 2 holes.
There are about 95 acres of turf maintained. The golf course elevation is about 5,000,
approximately 600 feet above courses in the central Reno area. This golf course is
characterized by a high desert landscape, primarily with sagebrush landscape. There is
essentially no tree cover. This area of the County. is subject to high winds, higher summer
and lower winter temperatures compared with central Reno. Reclaimed water is used for
golf course irrigation.

Clubhouse

The Sierra Sage clubhouse is the original structure constructed in 1960, with two
smell add-ons over the years. This 5,500-square-foot building (net of cart storage) is very
spartan, poorly designed, and in general distepair. The clubhouse has a small foyer, 1,400-
square-foot pro shop, and 2,700-square-foot bar/grill. A patio/barbeque area is located on the
east side of the clubhouse.

Cart storage, totaling about 3,200 square feet, is located below the clubhouse. There
are 60 gas carts in inventory.

Pracfice Range

Sierra Sage has a full golf practice range located east of the clubhouse. The range has
about 30 natural turf tee stations, and a fully turfed landing area. Oriented in a west-east
direction, the range is not night-lighted.

e,
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Maintenance Yard

The maintenance facility is located on the west side of the Number 2 fairway, with

access from Lotus Street. There are two butler-type maintenance buildings — a 4,200-square-

foot main structure and a 1,400-square-foot covered building ENclosed on three sides.

Annual Pla

Golf rounds at Sierra Sage over the past nine years are summarized as follows:

Calendar Annual
Year Rounds
1996 37,200
1997 40,500
1998 27,400
1999 30,000
2000 28,200
2001 27,200
2002 31,200
2003 27,900
2004 (projected) 26,350

The distribution of annual play by residents versus visitors historically is as follows:

Annaal Rounds
1995 2000 2003
Resident 39,500 27,640 27,340
Visitor 800 560 560
Total 40,300 28,200 21,900

In 2003, the distribution of play by type of round was as follows:

Type of Round Rounds
18-Hole

Regular 16,550

Tournament 350

Frequent Player Cards 3,500

Annual Pass Holders 2,500

Twilight/9-Hole 4,900

Complimentary/Other 100

Total 27,900
E ics Research A Wastioe County
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Greens fees at Sierra Sage currently are:

In-Season  Off-Season

Weekdays

Residents $27.00 $23.00

Nonresidents 33.00 23.00

Seniors 22.50 17.50

Twilight 20.00 20.00
Weekends

Residents - $30.00 $26.00

Nonresidents 36.00 26.00

Seniors 25.50 20.50

Twilight 20.00 20.00
Tournaments (includes cart)  $49.50 $49.50

In addition, a $2 reservation fee is charged. Carts are $12 per person.

Washoe County offers discounted “frequent player cards™ to County residents for

play on Sierra Sage and Wahoe golf courses. The discounted cards are priced as follows

(advanced reservation fees and weekend/holiday surcharges apply):

Regular 18 Holes

Junior/Senior 18 Holes (under 18 and 62+)

Golden Age Senior 18 Holes (age 80+)
Regular 9 Holes
Junior/Senior 9 Holes

50Play 25Play 10 Play
$915 - $540 $225
645 415 195
345 200

9s

In addition, annual passes are available to those individuals who have previously

purchased such cards:
Annual
Type Amount
Regular 3885
Senior {62+) 719
Golden Age Senior (80+) 180
D tes Research A Washoe Camty
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Washoe Golf Course

Washoe Golf Course is an 18-hole regulation length golf course opened in 1936 as
the first golf course in the region. The golf course property is primarily rectangular in shape,
covering appmximaxely 200 acres,

The golf course is maintained by Washoe County Department of Recreation and
Parks. Golf operations are the responsibility of a golf concessionaire (Bamey Bell’s golf
Shop). Food and beverage facilities in recent years have been operated by the County.

The golf course is located at 2601 S, Arlington Avenve, on the west side of Plumas
Avenue, between Moana Lane and Plumb Land in the City of Reno. The clubhouse is
located on Arlington, about one-quarter mile west of Plumas Avenue. This is an established
residential area serving the Reno community. Regional access to the course is provided by
Highway 395, located about 1.5 miles to the east, and 1-80, located about 2 miles to the north.
Downtown Reno is approximately 2 miles northeast of the course.

Local access from Highway 395 is via either Plumb Lane or Moana Lane, both with
an interchange at the freeway. From Plumas Lane, the clubhouse is accessed via Urban Way
and South Arlington Avenue, A

Golf Course

Washoe Golf Course is a par-72, 18-hole regulation golf course with the following

charactetistics:

_Length
Tee (yards) Rating Slope
Blue 6,695 - 709 124
White 6,468 69.9 122
Red 5,683 70.9* 129*

#Women's rating and slope.

The course is a core design with returning nines. The par 36 front nine has one par-3, seven
par-4s and one par-5. The par 36 back nine has two par-3s, five par 4s, and two par-5s.
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