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Michael J. Bobinsky
Director of Public Services
City of Portland

55 Portland Street
Portland, ME 04101

Re: NGF Consulting Services for the City of Portland, Maine
Dear Mike:

National Golf Foundation Consulting, Inc. (“NGF Consulting” or “NGF”") was retained by the City
of Portland (“City”) to evaluate the operational and economic performance of the City’s
municipal Riverside Golf Course (“Riverside GC”). The attached report details the NGF review
of the Riverside golf facility and its market environment, and provides recommendations and a
proposed plan for its future.

This NGF review was managed by Richard Singer, MBA, NGF's Director of Consulting
Services, with assistance from Ed Getherall, MBA, NGF's Senior Project Director. NGF activities
in review of the City’s golf program included several meetings, inspections, review of data, and
utilization of the NGF consultants’ experience and knowledge of golf industry best practices. It is
expected that the results of this NGF study will be used by the City as a guide for the future of
the golf course, and to help convey to interested parties (citizens of Portland, City Council, etc.)
that the City will operate the golf facility in the most efficient manner possible. The ultimate goal
of this project is to help facilitate a strategic plan for Riverside Golf Course that will put the
facility on a path toward long-term economic stability and sustainability.

This executive summary letter is presented to provide an “at-a-glance” summarization of the full
NGF review, detailing the main findings and NGF recommendations for Riverside Golf Course
to improve its operation. Additional details and support data on this summary can be found in
the full body of our report and its appendix.

KEY FINDINGS ON CITY OF PORTLAND MUNICIPAL GOLF PROGRAM

The City of Portland is operating a good-quality municipal golf facility with an interesting mix of
amenities, the centerpiece of which is the historic 18-hole Riverside Golf Course. NGF has
found that the golf facility, which is a very important part of the City’s recreational offerings, is
still perceived as an historic and high quality golf course, though many area golfers feel that its
glory days are in the past. Still, as we will discuss in this report, NGF believes that Riverside GC
holds great potential to improve and to recapture its history and reputation. Riverside GC and its
complementary elements —the 9-hole South Course, 3-hole practice course, driving range (now
closed), main clubhouse, and winter activities — comprise a golf offering that truly can offer
“something for everyone,” from the beginner all the way up to seasoned golf professionals, in
addition to non-golfers.
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Riverside GC has traditionally reflected well on the City of Portland, but recent declines in
economic performance and facility conditions have led to stress within the golf operation. There
have been many reasons for the decline, including factors that are controllable by the City
(amenities, pricing, customer service, condition, etc.) and factors that are not controllable by the
City (competition, economy, weather, golf market, etc.). The result is an Enterprise Fund that is
not currently covering all obligations, at a time when new investment in the property is needed.
What is also needed in 2012 is an appropriate business plan for the operation of the Riverside
Golf Course, the implementation of which will help to improve its fiscal condition. Other basic
observations from the consultants on the City of Portland’s municipal golf operation include:

Physical Condition

¢ The Riverside GC is offering a strong mix of amenities that have the potential for a
high level of golf activity. Ancillary amenities such as the 9-hole south course, 3-hole
practice loop and driving range (now closed) are ideal to provide for growth of new
golfers in the community. However, the location of the property will limit total rounds
activity due to a shorter golf season in Maine and issues related to the Presumpscot
river flood plain.

¢ The main clubhouse at the Riverside GC (North course) is in poor overall condition
and is in need of upgrade, likely requiring significant capital investment. The present
condition of the main clubhouse is negatively affecting total facility revenue and is
also reflecting poorly on the City of Portland. The South course pro shop building is
similarly situated and is also reflecting poorly on the City, although upgrade of this
facility is underway with completion expected by the next golf season (2013).

¢ The food and beverage operation is presently in transition from a privately-managed
“bar” operation to a more appropriate public golf course “snack bar” operation
through the City’s Barron Center food service. This area of the facility needs capital
upgrade, but appears to be making strides to improve negative perceptions
developed about the facility in the market due to previous operator/vendor activities.

Operations

¢ The NGF finds that the Riverside GC is being managed as a “public accommodation”
as opposed to a self-sustaining Enterprise Fund. As such, a key decision for the City
is related to where the Riverside GC fits in with the overall City service offering, and
whether taxpayer support of the operation is appropriate. The un-profitable
characteristics observed by NGF that make the facility appear to be more of a “public
accommodation” include:

e Winter activities

e Layers of City Bureaucracy in golf facility management

e Member entitlements

e General constraints to implementing “best business practices”

¢ Uncontrollable limits on activity from short season and floodplain

e At present, the Riverside GC does not employ a golf professional (PGA Pro), as the
position was not replaced after the last pro retired in early 2012. This has had both
positive and negative implications for the operation. On the positive side the City is
able to save in labor expense by reducing this position. On the negative side, the
course is missing some of the key programming and lesson/teaching benefits that
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come with a properly trained PGA golf professional. The NGF survey conducted in
2012 indicated that golfers at Riverside GC would prefer to have a PGA pro on staff
at the facility.

The Riverside GC is operating with a pre-paid annual green fee arrangement that
contributes significantly to activity and revenue. At Riverside, the pass holders
generally refer to themselves as “members” rather than pass holders, as they do not
perceive the program merely as a pre-paid green fee. While pass holders are an
important element of the Riverside GC operation, NGF has learned from several
independent and unsolicited external sources (conveyed information to NGF in
confidential fashion) that a subset of the members view Riverside as their own
private club and that outsiders can be made to feel “very unwelcome.”

The marketing of the Riverside GC has improved in recent years, but NGF finds the
whole “brand image” of the Riverside GC is lagging behind its competition. Items
such as the website, scorecard, condition of the clubhouse, and lack of signage are
indications that an upgrade in the marketing and promotion of this facility would
improve performance. The NGF has specifically identified the facility’s
electronic/technology marketing (website, email, customer tracking, POS system,
etc.) as being highest on the priority list for upgrade.

The City of Portland is considering a full smoking ban for the entire Riverside GC
property. A ban on smoking in or near the clubhouse is already in effect (including
outside patio), with some dissatisfaction expressed by golfers. The NGF review of
other cities that have enacted full smoking bans on golf courses has been a negative
impact on rounds and revenues, which should be considered by the City of Portland.

Performance Metrics

Total rounds played and golf revenues at Riverside GC have been declining in recent
years, a trend that is not totally inconsistent with national benchmarks. However, the
declines in rounds and revenue have been more severe than the industry “standard,”
indicating that Riverside GC is underperforming based on the present condition of
the facility, its management and operating policies.

Similar to revenues, the total expenses incurred to operate the Riverside GC are also
lower than industry “standards.” This finding is significant because the Riverside GC
is clearly setting its maintenance budgets to match declining revenue, rather than for
the needs of the golf course. This is not sustainable for the long term as some key
maintenance needs are being reduced and/or deferred, putting the physical integrity
of the facility at risk of decline.

KEY EXTERNAL MARKET ENVIRONMENT FINDINGS

NGF made several key observations regarding the external factors that can affect the Riverside Golf
Course operation and its ability to improve its operational performance, including:

National trends in the golf industry are generally not favorable for operators. The
demand for golf rounds has clearly leveled off across the country and in this part of
Maine in 2009-2011. The recent trends show declines in rounds and declines in
revenue, with some recovery observed in 2012. In addition, the total number of golf
facilities has expanded in the last ten years, leading to a decline in per-course
rounds and revenues. The NGF has also documented a rapid inflation in expenses to
operate golf facilities nationwide.
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Area demographics are mixed for Riverside Golf Course. The population is
moderately large, but the income indicators are less favorable and coincide with
lower-than-average demand for golf. A key positive is the prime location of the facility
and ease of accessibility. The greater Portland area has many favorable attributes
related to economic activity that can translate to high golf activity, such as large
employers, convenient transportation infrastructure, and a growing tourist market.

The overall golf market in the Portland metro area is large, with upwards of 420,000
rounds of golf potentially demanded at area golf courses. Overall participation in golf
is predicted to be lower than average in the Portland market, due largely to the
shorter golf season, but it may also be reflective of the local economy.

The NGF has compared the relative strength of the Riverside GC market area with
the “threshold” of golfers per golf course within 10 miles of a golf course. In its 2009
publication “The Future of Public Golf in America,” NGF hypothesized that the best
predictor of a public golf course’s success was the number of golfers per 18 holes
within a 10-mile radius, with 4,000 identified as the key number for projected financial
stability. Our review showed that the Riverside GC is in a market with only 1,500
golfers per golf course, or approximately 38% the number of golfers per golf course
compared to the identified “success threshold.”

Along with the NGF estimated number of golfers comes several golf courses,
including 20 total golf facilities within 15 miles of Riverside GC. The NGF review of
these facilities shows that Riverside GC is presently of lower quality than many
competitors, but has the potential to be superior with proper maintenance and capital
investment.

The NGF review showed that Riverside GC is priced at the lower end of the scale in
comparison to other area golf courses open and available to the public. This is
especially true of pre-paid annual green fee passes, where Riverside GC is the
lowest priced in the market, especially with respect to Portland resident pricing.

Based on interviews with area golfers and golf facility operators, the market
perception of Riverside GC is generally mixed, with positive reactions to the scenic,
historic golf course and negative reactions about Riverside and the City’s oversight
of the facility. Recurring themes centered around the facility being “dysfunctional,”
unwelcoming to players that were not regulars, and a “private club for their
members.” Also, there is the perception among many that budget constraints have
resulted in a weakened product.

The introduction of newer golf courses in Riverside’s trade area since the late 1990s,
(Spring Meadows, Dunegrass, Toddy Brook, Fox Ridge and Old Marsh CC) has
almost certainly contributed to the decline in play at Riverside GC and other area
courses. New 9-hole tracks such as Deep Brook and Saco and Highland Green in
Topsham have also affected play for Riverside South. The reduction in membership
fees at the high quality private Falmouth CC has also likely had an impact on
Riverside’s membership.

The NGF Consulting review suggests that there is both the potential to grow, and
capacity to handle, increased rounds at Riverside GC. Among the keys to growth in
golf activity will be increasing participation among minorities and females. Beginner-
type facilities such as Riverside Executive (South Course) and the Riverside learning
course can be helpful in meeting this challenge.
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KEY NGF RECOMMENDATIONS

The NGF consultants developed a preliminary set of recommendations for the City to consider
in its goal of expanding rounds, expanding revenues and reducing expenses. These
recommendations included: (1) basic oversight and structure; (2) physical enhancements; and
(3) operational recommendations. These ideas are designed to provide the City with basic
strategies to help improve operations, but should also serve as a catalyst for some important
strategic decisions that are facing the City related to the proper place of the golf course within
the overall City service offering.

Recommendations on Basic Oversight and Structure

The NGF consultants reviewed several options for the operation and management of the City's
golf program, including self-operation (status quo), concession agreements, a full-service
management contract and operating lease. In order to determine the best operating structure for
Riverside Golf Course going forward, the City of Portland must weigh several key
considerations related to:

e Economics - including need for significant capital spending, and the possibility of
continued and ongoing operating deficits.

e Public policy implications — including whether golf should be considered a public
service/accommodation due to its overall value to the community, how the Riverside
Golf Course facility, in its present condition, reflects on the image of the City of
Portland, and whether privatizing the operation is politically palatable.

From the economic standpoint, NGF believes that Riverside GC has a chance to make a small
operational profit (before debt) under continued self-operation if the City enacts key
recommendations made by NGF, the most significant of which involve upgrades in technology,
changing the “member” culture, moving the golf into the Recreation Department, enhancing new
player development programming (with a PGA Pro) and enacting policies that will allow the golf
fund to operate as a business.

However, we must note that this course of action will require significant investment on the City’s
part to improve the facility infrastructure and support amenities (especially clubhouse). The City
must also stop deferring maintenance and budgeting to revenues - practices that are not
sustainable for the long term. NGF believes that the current $55,000 to $60,000 set aside to
improve clubhouse lockers and restrooms are necessary, but not sufficient, and reflect a short-
term “Band-Aid” approach and not a long-term solution.

Given the need for extensive capital improvements, the City will likely face another key public
policy decision — whether to solicit bids for a private entity to come in on a long-term lease basis
and fund some or all of the improvements. (We note that a management contract might result in
improved operational net income, but the issue of funding needed capital improvements would
remain). Alternatively, the City can finance these improvements out of the General Fund.

NGF Recommendation

If the City is not ready to shift its thinking and treat Riverside GC as a public service rather than
a self-sustaining enterprise, and/or if it is unwilling or unable to fund the improvements
necessary at Riverside GC, NGF recommends that the City solicit bids for a long-term lease of
the property. We also recommend that this solicitation include the requirement for significant
capital investment (including the main clubhouse) from the bidders. The City should then enter
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into a formal operating lease only if a qualified private vendor is committed to
contributing direct capital investment into the Riverside GC property in exchange for a
longer-term (15+ years) lease agreement. Given the realities of the Riverside operation
and the present golf market, the City should not expect a large annual cash lease
payment from the vendor under any operating lease agreement.

NGF recommends that if the City of Portland continues to self-operate Riverside GC that it
commit to implementing the key NGF recommendations outlined in this report. One of the most
important of these recommendations is the addition of a strong on-site manager with golf
operations experience reporting to the Director of Recreation and with limited day-to-day
operational interference from the City government. The key responsibilities envisioned for
the on-site manager would be:

o Manage efforts to modernize and maximize use of technology.

e Tee sheet/yield management — work to fine-tune pricing based on demand.
o Create and implement formal marketing programs and strategies.

o Direct selling of tournaments.

o Tee sheet management to find the right member/daily fee balance.

o Manage the expectations and entitlements of the members.

o Cultivate a strong player development program.

Specific Physical Recommendations

In an effort to raise the quality of the golf course and help to improve performance, the City must
be prepared to make capital investment in the golf course. While the Riverside Golf Course was
in generally good overall condition during the NGF visit, it was clear that some of the reductions
in maintenance have had impact and that there are some actions/investments that the City
could make as a way to enhance revenue and/or reduce expense. These specific investments
are detailed in the body of our report and total approximately $1.1 million, assuming that the City
chooses “renovation” of the main North clubhouse as opposed to “replacement” of that facility.

Specific Operational Recommendations

NGF Consulting has offered a set of operating recommendations that the City should strive to
have incorporated into the City golf program, regardless of management structure. These
recommendations are listed in the full report and generally center on improving the use of
technology, enhancing marketing, improving the F & B operation, adjusting fee policies,
improving signage and establishing a formal set of operating and maintenance policies that can
be adhered to.

FINANCIAL PERFORMANCE ESTIMATE

The results of the NGF Consulting financial analysis of Riverside GC show that the facility could
improve its financial position by upgrading its facilities, streamlining management, improving
marketing and increasing daily fee rounds. However, even with revenues totaling over $1.24
million (from all sources), Riverside GC will still be in a position very close to “break-even,” with
little excess income available for large capital projects. The City should assume that this level of
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performance is the “new reality” for this facility and that performance is unlikely to return to
levels achieved in the last decade.

SUMMARY CONCLUSION

In summary, NGF finds that the City of Portland is operating a popular, but underperforming,
golf facility with amenities that are sufficient to generate close to $900,000 in total gross
revenue. NGF found six key specific areas that we feel are the most significant contributors to
the recent economic performance of Riverside Golf Course:

Declining physical condition, particularly in the main clubhouse

Declining participation in golf nationwide and regionally

Strong competition for market share

A need to improve marketing to include both passive and active marketing efforts

Site factors such as the flow of the Presumpscot River that neither the golf course
nor City has any control over (SAPPI).

6. A dominating club membership that appears to have alienated some non-member
activity

a s wbd e

NGF believes that action on some the controllable items will provide the greatest relief of
economic stress to the golf operation, although adding some economic investment and a strong
centralized management structure will also help improve the bottom line of the Riverside GC
Golf Enterprise Fund.

The most important NGF recommendations for Portland Golf include:

Complete extensive upgrades to the Riverside GC facility
2. Streamline the operation, possibly moving to Recreation Department

3. Add a strong on-site manager with more control and less day-to-day reliance on the
bureaucracy of City government

4. Improve marketing
5. Make the food and beverage service more “golfer-friendly”
6. Resist reducing expenses any further as a method to reduce fiscal losses
Mike, we appreciate your confidence in the National Golf Foundation and its consulting services.

| am happy to talk to you or any other City staff or Council member to discuss our consulting
report. | look forward to your questions and | hope you enjoy reading our consulting report.

Sincerely,

Richard B. Singer
Director of Consulting Services

rsinger@ngf.or
RBS/jsc
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Riverside Golf Course
Facility Overview

The City of Portland’s golf facility comprises several segments, including:

Facility Type

Riverside GC 18-Hole golf course

Riverside “South Course” 9-Hole golf course

South “Practice Course” 3-hole practice course

Riverside Driving Range Driving Range (presently closed)

Riverside Clubhouse Main golf clubhouse with snack bar and pro shop
Riverside South Pro Shop Small ‘kiosk” for south course check in

In our review of the Portland golf facility, the NGF Consulting team found a good quality golf
facility with a varied mix of amenities, each serving a specific niche. The centerpiece facility, the
18-hole regulation Riverside Golf Course, features an historic golf course from the 1930s and a
important New England golf designer (Wayne Stiles). Riverside GC includes the foundation for
the appropriate ancillary support amenities, but recent declines in condition have contributed to
declining economic performance. It appears as though the City of Portland is preparing budgets
based on recent revenue performance, rather than on true golf course needs. While this policy
is understandable in tough fiscal times, it is also not sustainable for the long run as the declining
conditions could lead to even further declines in revenue and extensive capital needs.

The NGF team has observed that the Riverside GC facilities are located in a residential area of
the City and thus have developed a local “core” market from which to draw. The Riverside GC
property was acquired by the City in the 1930s, with the intention of creating a “year-round”
recreation amenity. At present, the Riverside GC is the largest park owned by the City of
Portland. The NGF understands that the site for the Riverside GC North and South courses
cannot be used for any other purpose (i.e., sold for development, etc.).

NGF Consulting has observed a dedicated staff at Riverside, often having to work extra hard
due to reduced staff. Further, the City appears willing to put additional resources into the golf
courses, provided these resources are used to help improve financial performance and increase
revenues.

LOCATION AND ACCESSIBILITY ANALYSIS

Riverside Golf Course is located in the northwestern section of the City of Portland, on the
eastern bank of the Presumpscot River, and proximate to the residential section of Portland
west of Interstate-95. Primary access to the facility is via Riverside Street, a local arterial that
runs north-south from Main Street (SR 25), under the Main Turnpike to Washington Av. Driving
north along Riverside Street, golfers will first encounter the parking lot and small pro shop for
the “South” golf course. As the signhage is poor, golfers unfamiliar with the Riverside facility will
assume that is the golf course, even though the main clubhouse for the 18-hole “North” course
is almost one-half mile further north.
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The Riverside GC facility is approximately 2.5 miles from Interstate-95 (Main Turnpike) Exit 48,
using Riverside Street. Overall, the facility is relatively convenient and easily accessible for
golfers familiar with the location. For those customers less familiar with the location, finding
Riverside GC may be slightly problematic as there is no signage to the facility until you reach
the “South” course facility, which has limited signage as noted. The NGF did not observe any
other signage in Portland directing golfers to the Riverside GC location.

The facility is bounded by the Presumpscot River and large areas of open space to the north
and west, with a handful of light industrial and/or office elements along Riverside Street to the
south and east. The site does have dense tree covering throughout that forms a signature
feature of the property and also provides separation between golf holes that tend to be bunched
tightly together (more later in this report). The golf course has some topographical change with
higher portions on the south and eastern portions of the property, with lower sections in the
areas more proximate to the Presumpscot River. The map below puts the location into local and
regional context.

Local Map Context
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ORGANIZATION AND ADMINISTRATION

The City golf program is structured as an enterprise fund, which is common in municipal golf in
the U.S. The system is structured with ultimate authority in the City’s Public Services
Department, a result of a City consolidation several years back. Prior to this consolidation, the
golf course was part of the City’s Parks and Recreation Department, but the consolidation
placed “parks” within the Public Services Department and “Recreation” remained as a separate
department. The decision was based on the large number of maintenance-oriented positions
that remained at Riverside GC and the resource sharing that exists for equipment and
personnel support as heeded (particularly important in weather-related emergencies that may
impact the course). The NGF notes that it is not common for municipal golf courses to be
operated through Public Works (or Public Service) departments, but it is far more common for
golf to be within recreation departments (as the First Tee of Maine is presently).

The facility has traditionally been run with City employed staff, with a food and beverage
operation run via contract agreement. This was the case at Riverside GC until March 2012
when the City retained the food and beverage operation and placed it under the direction of the
Food and Beverage Manager for the City’s “Barron Center.” The Barron Center has a
considerable food and beverage operation so the fit was appropriate. As we will note in our
report, it is common for municipal golf operations to have at least some portion of the food and
beverage operation contracted out to a private vendor (more later in this report).

Organizational Structure 2011

The current City of Portland golf system organizational chart is shown below:

City of Portland
City Manager

Public Services
Director

F&B Manager Golf Course Golf Course

(Barron Center F&B) Manager Superintendent
F&B Staff Pro Shop Staff Maintenance Staff
Supervisor/Cook PT Pro Shop Staff GSA (1)
Bartenders FT Seas. Maint. (9)
Cooks PT Seas. Maint. (2)
Wait Staff
4.0 FTE 55FTE 55FTE

Abbreviations: F&B Food and Beverage; FT full-time; PT part-time; GSA Golf Superintendent Assistant;
Seas. Maint. Seasonal Maintenance; FTE full-time equivalent

National Golf Foundation Consulting, Inc. — City of Portland — Riverside Golf Course — 3



City-Wide Support for Riverside GC

The Riverside GC golf operation is a key element of the City’s public service offering; however,
the NGF found very little direct support from the City in golf facility operations, other than
oversight from the Public Services Director. Key issues related to the City’s relationship to the
golf course includes:

Marketing — At present there is no comprehensive City-wide marketing plan for golf and the
NGF did not observe any marketing, advertising, or promotional budget allocation related to the
Golf Fund from the broader City administration. We further note a golf citizen comment that the
only publicity about Riverside from City Hall has been negative, and that City officials rarely (if
ever) mention the Riverside GC facility. The City is providing website service via the City’s
overall site (www.portlandmaine.gov).

Accounting — The golf courses are required to provide an appropriate accounting statement to
the City each year for review. All financial statements provided to NGF Consulting by the City of
Portland are prepared using an accrual basis of accounting, where revenues are recognized
when earned, and expenses are recognized when incurred.

Enterprise Fund — The City of Portland operates the golf course under a defined Golf
Enterprise Fund. The enterprise fund structure is very common for municipal golf systems, both
in the State of Maine and nationwide. The City currently supports the enterprise fund for larger
capital improvements and covers the debt service on the facility, as the fund itself is not earning
enough to cover these expenses.

Enterprise accounting allows a community to demonstrate to the public the portion of total costs
of a service that is recovered through user charges and the portion that is subsidized by the tax
levy or other available funds, if any. A community may choose to recover total service costs
through user charges, but it is not required. Enterprise funds frequently are used to account for
services whose costs are only partially funded by fees and charges. A community may account
for a certain service in the general fund, special revenue fund or an enterprise fund. The
advantages of using the enterprise fund method include the ability to demonstrate the total cost
of the service, ability to retain investment income, and surplus.

Administrative Charges to the Golf Enterprise Fund — The total expenses to operate the golf
course include approximately $23,400 in total charges paid by the golf course to the City
General Fund. These charges are common in Enterprise Fund accounting, but can often make
the difference in profitability, even though they are one City department charging another City
department for services. However, if this was a private business, many of the services provided
would have to be secured elsewhere, although perhaps for a lower cost. The summary of City
administrative charges include:

Charge Amount in FY2013
City Manager $2,965
Finance Administration $4,017
Treasury $1,904
Information Technology $3,781
Human Resources $1,199
Legal $9,613
Total $23,479
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Winter Operations

The Riverside GC was originally envisioned to be a year-round recreational amenity for the City
of Portland, and the Riverside GC is the largest park owned by the City. The new clubhouse
was programmed in 1976 with a year-round purpose in mind. The Portland area has a short golf
season and a population that is very active in the winter with ski-related activities, and the
Riverside GC is a popular location for participation in these winter activities.

Riverside Municipal Golf Course offers a great winter activity site for groomed cross country
skiing, sledding, and a maintained ice skating rink. The cross-country trail has been open for
seven years and is very popular. The trail is 8 kilometers, which covers all three courses on the
280 acres of Portland GC. It is groomed with two skate tracks and one classic trail. A great
family activity that Riverside Golf Course has to offer is sledding, whether it's for the whole
family or just the kids. In addition, a popular local non-profit (501 c-3) organization called
“Portland Nordic” uses the facility extensively for skiing activities, and has even created plans to
expand the ski trail system embedded within the Riverside GC playing area.

It was reported to NGF that the City is requiring the golf course to make the clubhouse available
in winter for skiers, and that golf staff be on hand for service. Further, there is no revenue tied to
these activities as the City does not charge for use of the Riverside facility. However, there is
considerable expense in the Riverside winter operations. Staff reports upwards of $30,000 is
added to the golf budget for winter activities, including $24,000 in propane expense to heat the
clubhouse, plus additional labor cost. If these costs were removed from the golf enterprise it
would help to improve the bottom-line economic performance of the fund.

This winter activities program is a key aspect of the overall public service or public
accommodation aspect that is such a large part of the Riverside GC. The Riverside GC appears
to be held to an Enterprise Fund standard, required to earn revenue sufficient to cover expense
(or expenses may be reduced). As such, the winter activities program is a good fit for the City’'s
public purpose program, but not for a golf facility enterprise. This will have to be considered as
the City evaluates the place of the golf course in the overall City service offering, and to what
level the citizens (taxpayers) of Portland are willing to subsidize golf operations.

Citizen Advisory Committee

The Public Services Department staff is exploring the possibility of adding a Golf Course
Advisory Board for Riverside GC. This Board would likely comprise a diverse group of
individuals, including golf members, City officials and other non-players (all yet to be
determined).

NGF has extensive experience in reviewing and analyzing citizen golf advisory boards from the
municipality’s perspective. We have experienced the full gamut in terms of the relative
effectiveness of these groups, and the common denominator for the ones that we have found to
be constructive, rather than obstructive, are boards that take their responsibilities seriously but
also understand that their role is just that — advisory - and not that of a policy making body.

Though advisory boards can be an important liaison between golfers/other constituents and the
municipality, there are potential pitfalls of creating advisory boards that NGF has found through
years of experience. A few of the most common we’ve observed are:

e The board contains one or more dominant personalities; this is especially detrimental
if they are direct stakeholders (e.g., members or frequent players) of the golf course.
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e The board, by majority, comprises members with vested interest in the outcomes of
policy decisions such as setting of fees and course access issues.

¢ The advisory board has the ability to “stir up” a small but vocal block of golf course
customers and prevent implementation of actions and policies that are necessary to
run the golf course according to best business practices.

o The board has members more concerned with how policies affect them personally than
how policies can help ensure the sustainability of the enterprise fund for the long run.

NGF experience has shown that the role of an advisory board can be redundant and
unnecessary when the following elements are met:

e Strong on-site management and expertise.
e Strong oversight and knowledge of the golf course/system at the City level.

e Frequent communication between golfers and management, as well as between on-
site management and appropriate City staff (no surprises).

¢ City understanding of the realities of running a golf enterprise, as well as the constraints
that political considerations can place on implementing best business practices.

NGF has noted in this report that Riverside GC and the City of Portland have some weaknesses
in the areas described above. Therefore, an advisory board could be a step in the right direction
in terms of improving communication and the facility’s bottom line, if the common pitfalls
describe above are avoided. If the City forms an advisory board for Riverside, the NGF
recommends that it include a cross section of people, preferably golfers or people with strong
knowledge about the business of golf. This may include City staff such as the Recreation
Director, Public Services Director, or Finance Director; the Golf Course Manager; one
representative each from the RGA and WRGA, a local daily fee golfer that patronizes several
facilities; a prominent local business person (may or may not be a golfer); and perhaps a City
Council person (preferably a golfer).

INVENTORY OF FACILITIES

The Riverside GC includes six basic components — 18-hole “North” golf course, 9-hole “South”
golf course, main clubhouse, south pro shop, driving range (closed) and 3-hole practice loop.
The facility is well organized physically, and has an overall presentation that appears to be
declining, but still blends well with the surrounding elements. The NGF review of these
components follows in this section.

Riverside 18-Hole North Golf Course

The Riverside North GC is a historic golf course built in the “golden age” of golf course design.
The course was developed out of older farmland and fully within the floodplain of the
Presumpscot River. This was the original City of Portland municipal golf course that has had
several features added to it over the years, including a new clubhouse in 1976 and a new
maintenance facility in 1994. A summary of each component follows.

North Golf Course
¢ Open 1932, designed by Wayne Stiles who is credited with more than 60 other golf
course designs (mostly in New England).

¢ Traditional par-72 layout with tree-lined fairways and generally wide hole-corridors.
All 18 greens are original “push-up” greens from the 1930s.
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o Four sets of tees (Gold, Blue, White, Red), with the longest measuring 6,448 yards
and a USGA slope rating of 125 (about 11% ‘harder’ than the USGA standard slope
rating of 113). The most forward tee measures 5,297 with a slope rating of 122, or
also harder than the “standard.”

o 35 sand bunkers on the course with at least one on every hole. Water is in play on
only a few holes by the river.

e Course is located in a flood plain and portions of the property are frequently forced to
close due to river overflow (as was the case in June 2012 during the consultant’s
visit). The river flow is controlled through a series of five hydro-electric dams on the
Presumpscot River operated via license by South African Pulp & Paper Industries
(SAPPI). Neither the golf course operation nor the City has any control over river
levels that clearly affect golf course activity and revenue.

o Holes #12-13 are closest to the river and flood frequently. A bridge is needed to
connect the #13 tee and the #13 green. During flood events, the entire 13-17 section
can be closed due to lack of access.

o 1.5 acres of cart paths, not continuous throughout the golf course.

e On-course services are limited. There are no rain shelters and no permanent
restrooms/drinking fountains, only “port-a-potties” and water coolers.

e The irrigation system is a SunPro system that was installed in 1987 and appears to
be adequate for the North Course. The controllers were upgraded in 1998.

¢ The dense trees are a defining feature of the Riverside GC, in both aesthetics and
functionality. While the trees provide aesthetic and hole separation benefits, there
are also problems, including:

= Trees create more difficulty for the golfers, with tree limbs reducing the space
within which a golf shot can be placed. Several hoes have reduced tee areas
due to excessive tree cover. The survey of golfers conducted by NGF in 2012
showed a level of dissatisfaction with the amount of tree cover at Riverside.

= The trees create more shade and prevent breezes from helping turf health.

= The tree roots of larger and older trees can cause problems such as turf
stress and disrupting irrigation lines.

= The falling limbs can sometime be unsafe for golfers.

North Clubhouse

The present clubhouse facility at Riverside GC was constructed in 1976, with the intention of
being a four-season recreational facility. The total area of the building is approximately 9,000 sq.
ft. on two levels, and includes several additions made over the years. The building is situated
into a hillside, with a front entrance at grade with the parking lot and a rear facade facing the
golf course at a higher elevation. At the time of the NGF inspection the main Riverside
clubhouse was in very poor condition in both appearance and functionality. The program
elements of the clubhouse include:

Lower Level
e Classroom — A small classroom area used by the First Tee of Maine for the program
activities.

e Restrooms — There are two separate sets of restrooms on the lower level, one small
restroom below the stairs that is operating but in need of repair, and a second larger
restroom that is part of the “club” locker room area that includes a larger toilet facilities
and showers, but is not operational at the present time.
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e Locker Room — A space for up to 35 full lockers for use by frequent players (mostly
season pass holders).

e Bag Storage Room — Space for storage of golfers’ equipment such as golf bags or
pull carts, plus additional course storage.

e Storage — Additional space for storage of food and beverage inventory and other
items.

Upper Level

e Restaurant — The space for the Through the Woods at Riverside includes table
seating for up to 44 patrons, plus an additional 12 at the bar. A previous private
vendor constructed a wood bar. The set-up appears functional, but is clearly showing
deterioration in floorings, fixtures and furniture. There are windows out to the golf
course. The bar also has potential to offer a nice presentation with TV in view. This
type of bar set-up is usually very popular at golf facilities nationwide. The space is not
air conditioned as HVAC is not functioning properly.

e Outdoor seating — The facility includes a 1,600 sq. ft. outdoor seating area with
seating for up to 20 additional patrons. The area used to have an awning / cover that
was damaged by weather. The covering is needed to protect patrons from the hot
summer sun.

e Kitchen — The kitchen facilities at Riverside GC are clearly inadequate and include
several pieces of equipment that are critical to a restaurant operation and are in need
of replacement (held together by duct tape). This kitchen is not sufficient for use in
any kind of large gathering or banquet, and is barely satisfactory for day-to-day use.

e Pro Shop —The pro shop includes a retail area, counter and manager’s office. The
space has two points of access, a primary access to the golf course and an internal
access to the stairway and snack bar. The pro shop area is air conditioned.

e Open “Pro” Area — An open area behind the pro shop counter is mostly underutilized
open space, presently used as storage and a large air-conditioned break area for
employees. This is not an efficient use of space in the clubhouse.

o Restrooms — The upper level also has two separate Men'’s and Ladies’ restrooms
that were renovated three years ago.

Observed Clubhouse Deficiencies
The Riverside GC clubhouse presents a generally poor complement to the City’s golf program,
with both an inefficient use of space and physical deficiencies, including:

o Alot of excess or wasted space
e Several areas of code violations or failure to meet basic “standards”
o Kitchen that is wholly inadequate
e Overall poor presentation and poor first impression of the golf course and the City

The Riverside GC clubhouse is deficient and in need of upgrade, and this upgrade is likely to be
a major capital expense. The City completed a review by the engineering firm of Woodard &
Curran in March 2012. This review outlined many of the same concerns of NGF with more detail
on specific code violations and deficiencies. The firm recommended a total of $685,000 in
improvements, the most urgent of which was $50,000 for a renovation of the Men’s Locker
Room Toilet and Shower area. Other key upgrade recommendations included new kitchen
($350,000), electric system upgrade ($65,000), insulation upgrade ($37,000) and the completion
of a HVAC system feasibility study ($7,500). At the time of the NGF review, the City of Portland
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had planned to commit $55,000 for the Men’s Locker Room Toilet and Shower area renovation,
but this project is on hold pending the NGF review. In our recommendations section, the NGF
details options for improving the clubhouse facility but in general it is not recommended that the
City take a “Band-Aid” approach, as there are major deficiencies in the clubhouse facility that
are impacting potential revenue in the operation, as well as reflecting poorly on the City.

North Course Summary

In summary, the North golf facility has an appealing golf course that is scenic, historic and
challenging to play, and should be an attractor for golfers in the region. The facility has some
deficiencies that should be addressed by the City to maximize economic performance in both
the golf course and especially in the clubhouse.

Riverside GC - South Course

The Riverside GC facility also includes a shorter, 9-hole golf course just to the south of the
North course that includes a separate parking lot and pro shop. The course was added in the
late 1960s and designed by Geoffrey Cornish. The course is a par-35 and includes several
holes along the Presumpscot River. This golf course has a separate membership and separate
clientele of less-skilled golfers. There are three sets of tees (Blue, White, Red), with the longest
measuring 2,941 yards and a USGA slope rating of 117, only slightly ‘harder’ than the USGA
standard slope rating of 113. The most forward tee measures 2,184 yards with a slope rating of
99, much easier than the “standard.” Other key points on the South golf course include:

e The irrigation system is from 1968 and may need upgrade.

o There are several areas of tees that are close to the river with trees that overhang
and limit the teeable space on tee boxes, adding to the wear.

e The South course includes a 3-hole practice area, mostly used by the First Tee of
Maine.

e Very limited cart paths, not continuous throughout the golf course.
¢ No on-course services such as restrooms, drinking fountains or rain shelters.

South Pro Shop

The South course includes a separate pro shop building that houses a check-in counter, small
retail area and limited storage. At the time of the NGF inspection the South course pro shop was
in very poor condition in both appearance and functionality. The City has moved ahead with
designing and planning a new South Course pro shop for $150,000 that will include a location
closer to Riverside Street. The project is underway as of the Fall of 2012 with opening expected
in time for the next golf season (2013). Key deficiencies in the existing South pro shop include:

e Roof problems
o Insufficient space
e Structural deficiencies — wood construction is rotted
¢ No restrooms
e Location not visible from the roadway
South Course Summary
Data shows the 9-hole South course is hosting around 10,000 rounds annually with upwards of

120 separate South-only members (more analysis later in this report). The regular fees are $26
weekday and $28 weekend for residents, compared to $30 and $34 for the North course. Direct
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expense to operate the South course is not separated out and is fully embedded in the full
facility budget.

Driving Range and 3-Hole Practice Course

The golf practice facilities at Riverside GC include the driving range (now closed), practice
green and 3-hole practice area. Overall, the practice amenities at Riverside tend to be smaller in
scope than some of the other competitors, but still could be very functional for a public golf
course. The key elements of the golf practice amenities include:

e Driving Range - The driving range was originally developed back in the 1990s and is
located across Riverside Street and not convenient for golfers. The range has an
awkward configuration and slope, but can be used at 250 yards long and 90 yards
wide. The area is small and requires netting to retain golf balls. When operating, the
range was able to generate over $10,000 in revenue, although this amount was not
sufficient to cover direct expenses and thus the range was closed in 2005. The site is
now used as space for lessons and for golfers to hit and collect their own balls. There
is still some maintenance to the site, but it is minimal. With a small investment for
nets, balls, and miscellaneous supplies, NGF believes the potential for revenue is
strong.

e Putting Green — There is a large practice green just to the west of the main
clubhouse and in proximity to the staging area and the 1% and 10" tees. This green is
well maintained and has a high level of use.

o 3-Hole Practice Loop — The Riverside GC includes a loop of three short practice
holes with all golf amenities such as greens, tees, fairways and bunkers. The area is
part of the South course and is used primarily for the First Tee of Maine and golf
schools, but is also available to golfers for $3.00 (under age 17) and $6.00 (17 and
over). This area is a nice complement to the Riverside GC facility, offering an
outstanding venue for beginners to help grow golf in the Portland area.

Riverside GC Maintenance and Other Structures

In addition to the elements noted above, the Riverside GC also includes three other structures
that are key to the overall operation, including:

¢ Maintenance Facility — The facility maintenance area dates back to the 1990s and
appeared adequate and possessed all features NGF considers “standard” in golf
operations.

e Cart Barn — a separate 3,800 sq. ft. barn area is used to store carts. This was a
previous pro shop prior to 1976 when the new clubhouse was added. The space
seems sufficient to store carts and other golf maintenance items (fertilizer, etc.).

e South Course Maintenance/Storage — The South course area has a separate 800
sq. ft. storage shed used to store some equipment and other items for use in the
South course operation. No issues or urgent repair was obvious.

Riverside GC Capital Upgrade Considerations

Riverside GC appeared to have two well-maintained golf courses at the time of the NGF visits in
June and July 2012. NGF expects that Riverside GC physical plant will develop issues over time
related to recent reductions in maintenance expense. The NGF has a concern about the
concept of “budgeting to revenue” as opposed to the needs of the golf course. The Riverside
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GC is an aging facility facing similar issues to other courses of the same era. Typically, courses
constructed prior to the 1950s have undergone infrastructure replacement (irrigation, drainage,
etc.) as did Riverside GC, but the greens remain original from the 1930s. The result is that
systems and other components may need further replacement, or may be ready to replaced yet
again. (See Life Cycle Chart in Appendix A).

Previous Capital Upgrades
Regular investment in the golf course infrastructure is necessary to properly operate and

maintain the course, equipment, and facilities. Over the last eight years the City has made
investment in the Riverside GC, including:

Riverside Municipal Golf Course Capital Investments

Year

Project

Cost

2004

2 New John Deere Fairway Mowers
1 New TurfCo Wide Spin Topdresser

$65,000

2006

North Course Clubhouse Improvements (Exterior Paint, New Doors)
Some North Course Bunker Renovations and Cart Path renovations

$50,000

2007

North Course Clubhouse Improvements
(New hardscape and landscape, new underground electrical service).
Some North Course Bunker Renovations and Cart Path Renovations

$100,000

2008

North Course Clubhouse Roof Replacement

North Course Cart Barn Roof Replacement

North Course Clubhouse Upstairs Bathrooms Renovation, Entry Foyer Renovation
North Course Pro-shop Showcase and POS Counters

$40,000

2009

New 54 inch John Deere Rotary Mower
Used John Deere Greens Aerifier

$40,000

2010

New South Course Pro-Shop Building
(Still in the engineering and planning stages)

$150,000

2013

North Course Men's Locker Room Renovation ($50,000)
2 New Greens Mowers ($70,000)
(Requested, subject to approval)

$120,000

Source: City of Portland
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Recommended Upgrades

The overall condition of the Riverside Golf Course property is generally mixed, with the golf
course in good condition and the clubhouse in serious need of repair and upgrade. The physical
improvements recommended for Riverside, presented in order of NGF recommended priority:

1. Main Clubhouse Improvement — The City should commit to completing a full retro-
fit improvement of the main clubhouse, repairing key deficiencies noted by Woodard
& Curran such as HVAC, restrooms, electrical and the kitchen. In addition, the City
could re-program the space to make better use of unused portions of the building
(like behind the pro shop counter), or lesser used portions like the locker room. NGF
estimated cost = $800,000.

OR

Main Clubhouse Replacement — The City could opt to completely replace the
existing clubhouse and replace it with a smaller and more efficient facility. Given the
smaller footprint needed, it is expected that the City could program all its needs into
a single, fully modern, 5,000 to 6,000 sq. ft. facility. NGF estimated cost = $250 per
sqg. ft. or $1,500,000.

2. South Pro Shop — This facility appears as though it is almost ready to fall down. If
the City elects to replace the facility at a new location, then the old pro shop could be
used for limited purpose additional space. City approved cost = $150,000 (already
approved and funded).

3. Equipment Upgrade — Riverside needs upgrade to several pieces of equipment,
including as many as three new tri-plex mowers. NGF estimates approximately
$50,000 to add the equipment.

4. Bridge for Hole #13 — This project ties directly to revenue as the whole back nine
holes must close when the river overflows. As the water recedes, the golf course can
be played but there is often no way to get to holes #13-17 without some type of
bridge over the creek that bisects the back-9. NGF estimated cost = $60.00 per
foot (sf), or roughly $60,000 for the roughly 1,000 sf to finish project.

5. New Awning for the Deck — A new awning to cover the outdoor patio. NGF
estimated cost = $3,500.

6. Re-Grade 17" Hole — A program to raise the fairway on hole #17 as this is
frequently under water and unplayable for extended periods of time (as was the case
in summer 2012). NGF estimated cost = $20,000.

7. Overall Fairway Leveling Program — A program to help level the fairways for a
smoother playing and riding surface. NGF estimated cost = $25,000 over five
years.

8. Re-Open Driving Range - A program to re-open the driving range with improved
turf, new tee markers, upgraded netting and new range balls. NGF estimated cost =
$20,000
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Estimated Cost and Priority of Physical Improvements
The estimated cost to complete the above noted facility improvements are detailed in the table
below, excluding lost revenue due to business disruption that may occur.

Riverside Golf Course
Needed Physical Improvements
Highest
Highest Priority Iltems (1-5 years) Estimated Cost
Main Clubhouse Repair $800,000
South Pro Shop 150,000
Equipment Upgrade 50,000
Hole #13 Bridge 60,000
New Deck Awning 3,500
Re-Grade 17" Hole 20,000
Fairway Leveling Program (over 5 years) 25,000
Re-Open Driving Range 20,000
Total Riverside Upgrades $1,128,500

GOLF OPERATIONS

A summary of the NGF review of Riverside GC operations in areas including staffing, the POS
system, cash controls, fees, group activities (leagues, clubs, tournaments), junior golf, lessons,
cart operations, pro shop operations, season passes, outings, tournaments and fees is covered
in the following section.

Golf Facility Staffing

The Riverside GC is presently operated directly by the City of Portland, through the Public
Services Department and its Director. On site, the facility employs a Golf Course Manager who
is a long-term City employee who has been at Riverside since 2002, becoming manager in
2006. The Golf Course Manager replaced a previous PGA Professional who had been the
facility manager under a contract with the City (5% of gross pro shop + lessons). All Riverside
employees are employed by the City, including the food and beverage employees (used to be
employed by contract vendor prior to May 2011).

At present, the Riverside GC does not employ a golf professional (PGA Pro), as the position
was not replaced after the last pro retired in early 2012. This has had both positive and negative
implications for the operation. On the positive side the City is able to save in labor expense by
reducing this position. On the negative side, the course is missing some of the key programming
and lesson/teaching benefits that come with a properly trained PGA golf professional. The NGF
survey conducted in 2012 indicated that golfers at Riverside GC would prefer to have a PGA pro
on staff at the facility.

Riverside GC is operating with significant reductions in total staff made over the last several
years as a reaction to declining revenue. Budget reductions and a goal of matching expenses
with revenues have moved the golf course managers to reduce full-time staff in favor of
seasonal temporary personnel, and this appears to have served the operations in an effective
manner. The staffing totals presented also include several starter and ranger positions that are
staffed by volunteers. The use of volunteers for these positions is common in the golf industry,
and paid employees in these positions are becoming less common. Providing golf service in
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exchange for volunteer work is common in the golf industry as long as volunteers do not take
tee times away from paying customers and pay their own way for other services such as carts,
range balls, and rental clubs. The reported staff at Riverside has changed some in the last year,
as summarized below:

Riverside Golf Course
Facility Staffing 2011-2012

Golf Course Manager FT
Superintendent FT
Assistant Superintendent/Mechanic FT
Full-Time Seasonal Maintenance (9) PT*
Pro Shop Assistants PT
Temporary Seasonal Maintenance (2) PT
Pro Shop/Golf Volunteers Vol.

*Seasonal workers technically classified as “part-time” but work
full-time from April — November.

Golf Staff

The golf staff includes one (1) Golf Course Manager and all other positions part-time. The total
estimated budget for these positions is $85,600 or a total of 9,500 hours of seasonal time. The
total estimated FTE for the pro shop operation is estimated by NGF to be 5.5 FTE's.

Through the Woods at Riverside

The food and beverage operation has all part-time employees, as the senior manager’s salary is
included in the Barron Center budget (not charged to golf). The part-time employees include a
senior supervisor/cook, plus several bartenders, cooks and wait staff. Total budget for these
positions is projected at $77,000 for FY2013. The total estimated FTE for the pro shop operation
is estimated by NGF to be 4.0 FTE's.

Maintenance Shop

The facility employs a total of two full time positions plus 11 seasonal employees (variable
based on activity, weather and needed projects) in 2012. These are mostly grounds workers
who are working full time (40 hours per week) from June to September. The total estimated
budget for these positions is $87,000 or a total of 9,000 hours of seasonal time. The total
estimated FTE for the pro shop operation is estimated by NGF to be 5.5 FTE's.

Golf Industry Norms

The Riverside GC staff size can be compared to golf courses of similar operation (see below).
There are no industry standards that can be referenced to determine the appropriate staffing
levels for a golf operation. The number of staff needed for a particular golf operation depends on
several factors, not the least of which are budget considerations. Personnel costs typically
represent the largest single expense item in a golf course, as is the case for Riverside GC.

The review of industry norms suggests that the Riverside GC is operating with a reduced staff
when compared to industry averages, especially when the 27-hole operation is considered. We
note that this is a simple number exercise based on 2010 comparative data (most recent
available), nor does this review of positions consider the value received, quality of service or
actual condition of the golf courses.
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U.S. Averages
Distribution of Staffing — Full-Time Equivalents (Year-Round Operation)

Average Public Golf Course
(Municipal + Daily Fee) —
Season Shortened Operation

18-H 18-H Operation
Operation w/  w/ Golf Season
Riverside Golf Season less than 10
GC (2012)* is 12 Months Months
Golf Maintenance Staff 5.5 10.0 9.0
Pro Shop Staff 5.5 9.0 7.5
Clubhouse (Through the Woods at Riverside) 4.0 3.0 2.5
Total FTE 15.0 22.0 19.0

Source: Operating & Financial Performance Profiles of 18-Hole Facilities in the U.S., National Golf Foundation. 12 Mos.
indicates year-round operation. *based on combination of PT and FT — volunteers not counted. F & B staff is included.

Point-of-Sale (POS) and Reservation Systems

Based on the NGF review, it does not appear that the Point-of-Sale (POS) system is the most
ideal for this golf operation. Riverside GC is presently using the Golf Trak portion of Vermont
Systems as a POS. This system is designed for municipal recreation departments and lacks
some of the key tee-time reservation, and marketing systems that are common in golf-specific
POS systems. A POS that is integrated with the course’s tee sheet will allow for on-line booking
of tee times for golfers signed up to use the system. A golf-oriented POS will also allow for
some online purchases of items such as gift certificates. The department intake sales reports
generated by the POS would be more useful for internal and external reporting and
management planning. As such, many of the key elements in a golf POS system do not appear
to be present at Riverside, the most important of which if the ability to book tee times online.
Thus, a change to a golf-specific POS system is recommended by NGF.

Cash Controls

The City of Portland appears to have adequate controls in place to protect the financial integrity
of the golf operation. Public golf is now primarily a credit card business, with declining reliance
on checks or cash. The system in place requires tight controls and trackable logins for access,
so management has a record of all who access the cash registers. The golf operation is subject
to City forensic audits. Overall, the control of receipts does not appear to be an issue at the golf
course or the Through the Woods at Riverside operation, and the NGF does not recommend
any major change in the cash control system of Riverside GC.

Riverside Golf Course Fee Structure

Riverside GC offers golf for play on both a daily fee and season pass basis. Both daily fees and
season passes are segmented by resident/non-resident status. Riverside’s daily fees are further
segmented by 9-hole/18-hole, weekday/weekend, and north/south. Discounts are available for
juniors 17 and under; there are no senior rates. Riverside also has special league rates for both
courses. Unlike most golf courses, Riverside does not have a published afternoon and/or
twilight green fee, though it runs an afternoon special ($25 riding 9 holes, $35 for 18) that is
restricted to peak season weekends after 1:00 pm. Per person cart fees (shared cart) are $10
for 9 holes and $15 for 18 holes.
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In addition to not having a published twilight rate, Riverside management has some leeway to
react quickly to market conditions (e.g., competitor specials) or holes in the tee sheet by putting
specials together or otherwise practicing yield management, although the practical application of
the program appears limited. Therefore, those specials that are approved generally run for a
limited period of time (e.g., $40 lunch special).

Riverside GC offers a variety of season passes (though they are most commonly referred to as
“memberships”), available for both the North and South courses or in combination. Categories
include Single, Couple, Junior, Mid-Week, and Corporate (North Course only). As with daily
fees, Portland residents are given preferential pricing, with an average discount of 20% (single
discount is 20%, while mid-week discount is 26%).

Riverside GC's full pricing schedule is presented in Appendix B. Later in this report, NGF will
discuss Riverside’s pricing in context with the competitive market, and we will also provide
recommendations for fees and policies going forward.

Season Pass / Membership / RGA / WRGA

Riverside Golf Course currently has about 380 season pass holders/members (262 North and
118 South) that, as we will discuss later in this report, contribute significantly to overall facility
activity and revenues. At Riverside, the pass holders generally refer to themselves as members
rather than pass holders, as they do not perceive the program merely as a pre-paid green fee.

Many of the members belong to the Riverside Women’s Golf Association (RWGA) or,
especially, the Riverside Golf Association (RGA). These clubs have many members and are
very active. The clubs, which consist almost entirely of season pass holders, meet at least once
per month with a City representative in attendance. They promote and participate in various
events, maintain the handicap system, and raise money for scholarships, other charitable
causes, and minor facility improvements.

Members have 14-day advance tee time privilege, while the general public has 7-day advance.
In addition, membership has other privileges with respect to golf course access. For instance,
during the peak season management sets aside a 3.5 hour block of tee times on the North
Course for a Saturday morning shotgun that includes up to 30 groups of RGA members, with
every 4" tee time beginning at 8 a.m. available for daily fee players.

While pass holders are an important element of the Riverside operation, NGF was told,
unsolicited, by various constituents we interviewed as part of this engagement that a subset of
the members views Riverside as their own private club and that outsiders can be made to feel
very unwelcome. (Those people interviewed included area daily fee golfers, Riverside GC and
City staff, former employees, area golf operators, and other golf industry people). NGF was also
told by several unrelated people that patrons can feel very uncomfortable when some of the
members are being boisterous in the bar area, and that it is hardly conducive to a friendly or
family atmosphere. Undoubtedly, this scenario has contributed to Riverside’'s seemingly long-
established reputation in the market as a “member” club.

Most municipalities begin unlimited play programs with the intent of offering a pre-paid green fee
- whereby holders benefit by virtue of enjoying unlimited golf (the more you play, the less you
pay per round) on a tee time-available basis, and the municipality benefits through increased
activity and by having a predictable level of income at the beginning of the golf season.
However, NGF often sees these programs evolve over time into something unintended: a
situation in which “members” begin to expect unreasonably preferential access, push for a role
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in policy making, and create an entitlement culture that makes managing the facility difficult, and
the facility non-welcoming to “outside” golfers — in essence, a de facto semi-private club.

In the case of Riverside GC, NGF has either witnessed this situation manifest firsthand (e.g.,
through comments in golfer survey and at public meeting) or through information relayed to us
by golf course and City staff. Members are vocal, in particular, about how management does not
listen to them, and about their displeasure regarding their access to the course, especially
relative to the facility hosting outside tournaments on weekend afternoons. (At Riverside, these
outside tournaments contribute ~$60,000 in revenue in an $880,000 operation; for a relatively
low revenue operation, tournaments can be critical to self-sustainability and they expose the golf
course to new customers that may not have played there before).

NGF experience has shown that the “semi-private” operating model, especially in the context of
a municipal golf course that is supposed to be equally accessible to all residents, can be very
problematic due to the inherent managerial problem of “serving two masters” — the member
base and the general public. This is especially true in cases where golf course management
becomes close to the members and/or when members have political connections and
management must take this into consideration when making policy decisions.

Food and Beverage Operations

The food and beverage operation at Riverside GC appears to have the potential to provide what
would be commonly expected at golf courses of this type, but has had several changes and
“troubled” concessionaires in place over the last decade leaving some lingering issues about the
operation. “Through the Woods” restaurant was established in the spring of 2011 with
managerial and staffing support from the Director of Nutrition and Supply Services of the Barron
Center, a Division of the Health and Human Services Department. The restaurant has received
all state and local licenses including liquor licenses, has made initial repairs and upgrades in the
kitchen and service area, identified future capital outlay improvements to kitchen equipment,
and employed trained personnel. While the restaurant is still developing, the former private
tenants ran the restaurant primarily as a bar room, leaving kitchen equipment in a state of
disrepair or needing replacement.

The food and beverage service at Riverside is provided via Through the Woods at Riverside,
which includes counter service of a basic menu of items consistent with a public golf course,
including lunch items (sandwiches, etc.); and a full selection of beverage items (including
liquor). A review of the menus shows modest pricing on items, with the sandwiches all at around
$5.00 to $6.00. Seating is convenient in both the indoor snack area (can seat up to 44) and the
outdoor patio. As noted in our physical review, the indoor area has HVAC problems making the
seating uncomfortable at times, and the outdoor area is missing the awning.

Riverside GC does not operate any on-course beverage cart service, a key deficiency in
operations. The City should seek to (or require in any new contract) operate a beverage cart at
least on most busy days and during tournaments/outings. This schedule would be appropriate
for Riverside GC to serve the demands of golf customers. The addition of on-course service
(beverage cart) may also be a new revenue enhancement, and can be an overall added service
to golfers that can help increase rounds.

The “typical” food and beverage concession at public golf courses produces approximately
$5.61 per round, including banquets (see Appendix C). Analysis of Riverside shows total gross
revenue from the food and beverage operation at approximately $160,000 for FY2013. This
equates to $4.95 per round for total food and beverage. NGF finds this figure to be appropriate
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and suggests that regular play golfers do purchase concessions on a regular basis, and the
clubhouse set up is convenient for a “quick stop” between nines.

NGF Consulting believes that the food and beverage operation at Riverside is the appropriate
complement to the overall facility, but the limits in size and functionality does not allow the
facilitation of larger golf outings, costing the City revenue. The recent change to Barron Center
management appears to have upgraded the operation. Reports to NGF suggest that previous
concessionaires had a different model of operation, from nightclub/bar-type operations and/or
inconsistent or even strange hours of operation.

Going forward, there may be opportunity to increase performance of the Through the Woods at
Riverside by reaching out to non-golfers located in the Riverside Street area of commercial
businesses. However, it is clear that upgrade of the facilities is required prior to making any
effort to reach these markets as the appeal of the facility is not ideal at the present time. As
noted in our physical review, upgrades to HVAC, electrical, appearance/presentation AND new
kitchen equipment is needed.

In summary, NGF Consulting can see that there is some disconnect between what the City and
Riverside staff want and need with food & beverage at Riverside GC and what previous vendors
have provided. The most successful food and beverage operations at public golf courses are
those that offer simple, quick, and inexpensive service that is convenient to the round of golf,
and is in alignment with the golf operation. The customer doesn’t view the operations as being
separate; it is all one level of service to them and ultimately reflects on the City.

Our review of the Through the Woods at Riverside in comparison to other competing facilities
shows that quality is generally lower at Riverside. Key competitors like Val Halla and Nonesuch
have similar offering, but in nicer condition. The only real extensive banquet center is at the
Dunegrass Golf Course. There are mostly simple grill-type F & B offerings at other public golf
courses in the Portland area and prices at those facilities tend to be comparable to Through the
Woods at Riverside.

In Appendix D, NGF presents a basic review of golfer expectations of food and beverage
operations at middle to better quality golf courses from our reviews nationwide.

Pro Shop Operations

Riverside Golf Course has adequate space in its existing pro shop and could handle larger
inventory if desired. At present, Riverside GC is offering a light selection of mostly soft goods
and apparel, with some shoes and a few utility golf clubs. The decision in 2010 to reduce from
stocking hard goods (as was done by previous golf professional) was made by the present Golf
Course Manager based on previous years’ slow sales and the excess inventory that so often
had to be sold at a loss.

Other issues reported to NGF in relation to the merchandising operation include:
e The Golf Course manager wants to improve the facility logo, make it more attractive

and add it to various pieces and apparel.

e Golf balls are the best seller, and Riverside has a favorable and exclusive deal with
Titleist, the most popular brand in golf.

¢ In lieu of stocking hard goods for sale, the course will provide a special order service
to customers.
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e The clientele at Riverside GC are not big spenders when it comes to merchandise.
Much of the sales are related to prize money (pro shop credit) earned through
tournaments.

The national “standard” for pro shop revenue is $2.32 for “mid-fee” public courses (see
Appendix C), an amount that is generally similar to the actual earnings at Riverside GC.
However, the direct cost of merchandise sold is much higher than the industry standard of under
70%, with upwards of 99% cost of sales reported in FY2011. A summary of the Riverside GC
pro shop operation for 2010-2011 is shown below.

Riverside Pro Shop
Revenue and Cost of Sales — 2009-2012
Revenue FY2009 FY2010 FY2011 FY2012
Total Riverside Pro Shop Rev. $110,578 $94,454 $79,053 $84,565
Direct Cost of Sales $101,213 $84,333 $78,268 $71,693
Pro Shop Gross Margin $9,365 $10,121 $785 $12,872
Direct Cost of Sales % 91.5% 89.3% 99.0% 84.8%
Pro Shop Revenue per Round $3.03 $2.49 $2.21 $2.62
Source: City of Portland

Golf Cart Operations

Riverside is presently using a fleet of 70 total EZ-GO carts, of which 55 are used for the North
Course and 15 for the South course. The carts are leased for five years, with 3.5 years
remaining. The NGF typically recommends a minimum of 60 carts for an 18-hole golf operation,
although a facility with severe topography like Riverside will need a higher number. Data shows
the total cart usage at Riverside is approximately 60% over the last two years.

The carts at Riverside appear to be worn. Faster wear than what is “standard” may be a
reflection of the incomplete cart path system, as well as the uneven fairways causing many
bumps in usage. The cart storage space is also limited in the old cart barn. During the busiest
days and tournaments, Riverside GC has to rent extra carts to cover all needs.

Key Markets Served

Riverside Golf Course caters to both daily fee players and season pass holders (“members”),
with pass-holders accounting for about 46% of total rounds in FY 2011. After the City of
Portland, the Town of Westbrook is the primary residence of Riverside members. Non- pass
holder play comprises several elements, including regular daily fee play, league play, and
outside tournaments. As is typical with most municipal golf courses at Riverside’s price point,
the golf course draws most of its play from people residing within about 10 miles. These areas
are concentrated along the 1-95, 1-295, US 1, US 302, and US 202 corridors, and include
Portland, South Portland, Westbrook, Gorham, Buxton, Little Falls, Falmouth, and Yarmouth.
Riverside will also draw some supplemental play from areas further away, such as Old Orchard
Beach, Biddeford, and Saco to the South, and Sebago, Gray, and Freeport to the north.
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Outings and Tournaments

Another form of group play that can be particularly lucrative for public golf courses is the large
outing and/or tournament, especially charity tournaments. These tournaments and other events
are a proven method for stimulating interest and maximizing activity at public golf courses, and
help to expose the facility to new golfers who may not be familiar with the property. Riverside
appears to have some elements conducive to high tournament activity, including the unique and
challenging golf course, setting, and additional 9-hole South course for accommodating regular
play during events. The lack of sufficient space for indoor seating of over 100 patrons is a clear
detriment to hosting a larger share of tournaments / outings.

Riverside has a growing tournament program, with both organized competitive events and
tournaments and charity outings. Staff reports tournament business is very competitive and that
pricing must be flexible. Riverside reported upwards of 1,800+ total rounds of golf from these
events totaling over $60,000 in direct revenue ($33 per round). The NGF review of the outing
schedule showed 30 separate events with more than 36 players scheduled for calendar 2012 as
of July 7, 2012. Seven of these events are RGA and two are from the RWGA. There is also a
large City Employee tournament in September that is played for $10 per person. There are 13
events scheduled that include more than 100 players and the large Maine State Golf
Association (MSGA) event in September is projected to bring in over $8,000 in total revenue. It
is clear that this is a key aspect of the Riverside GC business and the most significant
opportunity for growth in golf rounds and green/cart fee revenue at the Riverside 18-hole
course.

Junior Golf

Junior golf is clearly a part of the overall Portland City golf program, as the facility includes
elements (South course, 3-hole course and North course) experiencing demand from younger
golfers. These juniors are also important because they represent the future of the Portland golf
program. Riverside GC has a policy of discounting fees for juniors, and is allowing high school
and other scholastic golf events without green fees charged. The overall program of discounts
and complimentary golf for juniors is a key aspect of the overall public service or public
accommodation aspect that is such a large part of the Riverside GC.

Lessons and Programs

As noted, the Riverside GC does not employ a golf professional and as such, has a very limited
lessons program. Professional golf Instruction is available only through privately-arranged
sessions organized by interested golfers separate from the Riverside GC operation. The
facilities in the Riverside Golf Course are ideal for an active lesson and teaching program,
including the North Course, South Course, driving range area and the 3-hole practice loop at the
South course.

The facility is host to the First Tee of Maine, a separate program administered through the City’'s
Recreation Department with support from the Maine Golf House (headquartered at Val Halla
GC). This program offers beginner lessons to youth interested in taking up golf. The program
has grown considerably over the last year and has made significant use of the classroom area
on the lower level of the clubhouse and the new 3-hole practice loop at the South course. In
2011 the program attracted only two girls, growing to 22 in 2012.
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Employee / Volunteer Golf

Those golf course seasonal employees who are on city payroll will receive free access to green
fees in addition to an hourly wage. Their play is restricted to the following terms:

Membership to North and South Courses
Eligible staff are able to play when the course is open and space is available

During prime times, eligible staff may join up with other groups but cannot book tee
times for an all employee group

4. Staff must pay for carts if ride

Those golf course seasonal volunteer rangers will receive free access to green fees and power
cart. Their play is restricted to the following terms:

1. Are able to play when the course is open

2. During prime times, eligible staff may join up with other groups but cannot book tee
times for an all employee group

NGF has traditionally used a “standard” of around 4% for employee/volunteer rounds at
municipal golf courses. NGF recognizes that Riverside GC has consciously decided to include
golf as a benefit for golf employees and volunteers, and that this golf course relies heavily on
volunteers that are providing services that would otherwise have to be paid for. The key for NGF
is that employees and volunteers are not taking play away from other full paying customers,
especially at prime time, thus the Riverside GC program for employee / volunteer golf appears
appropriate.

Season Pass Analysis

The NGF has reviewed the season pass program at Riverside GC. As discussed in the fee
section above, Riverside GC has many types of season passes with a variety of fees. The
overall number of pass-holders has declined from 543 in 2009 to 380 in 2012 (262 North and
118 South). Reports to NGF suggest that pass-holders numbered as high as 750 ten years ago.

In FY2012, passes produced a total of $232,925 in income, or roughly 39% of the facility’s total
green and pass fee income. Total rounds figures provided show that pass-holders played 46%
of total rounds, and that the comparison between the percentage of total revenue and
percentage of total rounds from pass-holders has always been close, with some widening in
2012. Total average revenue per pass round was $15.70 in FY2012, compared to $21.00 for
daily fee rounds. This spread between pass and non-pass rounds at Riverside is the highest it
has ever been.
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Season Pass Data — Riverside GC

FY2009 FY2010 FY2011 FY2012
Total Pass Revenue $300,783 $265,302 $235,654 $232,925
Total Pass-holders 543 488 398 380
Pass Revenue/pass-holder $553.93 $543.65 $592.10 $612.96
Total Pass-holder Rounds 19,148 19,667 15,905 14,840
Total Green Fee Rounds 17,306 18,290 19,827 17,440
Pass Rev. / Pass Round $15.71 $13.49 $14.82 $15.70
GF Rev / GF Round $16.96 $14.49 $13.94 $21.01
Average Rounds per Pass 35.3 40.3 40.0 39.1
Pass Rounds % of Total 52.5% 51.8% 44.5% 46.0%
Total Green Fee + Pass Rev $594,341 $530,361 $512,111 $599,263
Pass % of Rev. 50.6% 50.0% 46.0% 38.9%

Source: City of Portland

RIVERSIDE GOLF MARKETING

Marketing for the Riverside Golf Course is handled by the Golf Course Manager with little
support from the City administration, although the City does approval all activities. The
marketing program is growing in scope, but is still relatively small with a small budget. Due to
budget restraints Riverside GC does not have a set advertising / marketing plan in place. The
budget that is provided to the golf course is used for TV commercials, newspaper
advertisements and even some recent radio advertising. The course has started a Facebook
page and has started to use this as a resource, along with a newly generated email database.
The new FY2013 budget for marketing/advertising is $5,900.

Traditionally, NGF recommends marketing budgets for golf courses of at least 2% of total gross
facility revenue, or roughly $18,000 for the City of Portland in 2012. The golf course is now
operating under the basic guidelines of a marketing program adopted in 2012. NGF reviewed
some of the Riverside marketing efforts, including the course’s website, Facebook page, email
program and cable advertising plan.

Direct Marketing Activities

The marketing of Riverside GC has accelerated in FY2012 with the introduction of the Time
Warner Cable advertising program. Many advertising companies offer their services for trade,
such as green fees or memberships. This form of advertising would cost no money out of pocket
and would not put a strain on the golf course budget and is common in the golf industry.
Marketing activities noted by the Riverside GC staff includes:

e Purchase of 101, 30-second TV spots at a cost of $2,634. These spots were
televised daily between April 2 and June 17 on ESPN, Golf Channel and NBC Sports
Network. The dates were selected to coincide key professional televised golf events
like The Masters, Players Championship and the US Open. This program is
anticipated to continue in FY2013.
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¢ Reaching out to customers through the newspaper (Portland Press Herald, Portland
Forecaster, and Portland Sun Times). This advertising has reached customers who
do not use electronic media technology.

e Brochures at local businesses, Portland Chamber of Commerce Visitors Center, and
with cruise ship industry representatives/displays.

o A new Facebook Page was established in Winter 2011 and includes monthly, weekly
and daily postings of course openings, closures, promotions, and events. No direct
selling has been attempted on the Facebook page (appropriate).

o Working to partner with Through the Woods at Riverside in joint marketing.
¢ Riverside maintains an official website via City of Portland (more later in this report).
e Email blasts

Website and Other Communications

Itis clear that in 2012 and the foreseeable future, the Internet is the most significant piece of
golf course marketing. The Internet is having a larger and larger impact on golf as time goes on.
Golfers, especially when traveling, are using the Web more and more to find places to play. As
such, the Internet is now the most important single element in a golf facility’s marketing, and the
City is beginning to recognize this reality. The Web has several key advantages over other
forms of advertising:

o Cost. A Website is relatively inexpensive to set up and maintain.

¢ Reach. As the name “World Wide Web” indicates, the Internet is international in
scope and almost every household that contains a golfer has access to the Internet.

¢ Information. The amount of information that can be put on the Web is virtually
unlimited. At the very least, clear directions and contact information can be used to
dramatically increase impact.

NGF has viewed the City of Portland golf website, which is located as part of the overall City
website at www.portlandmaine.gov/riverside. This address appears to be easy and memorable
enough to be easy to use. It was noted by NGF that using the above address, finding the golf
pages was very easy. Of course, for a Website to be effective, people have to be able to find it.
It has to be designed so that today’s Web search engines will find it based on key terms people
are likely to use. In direct review of search engines like Google and Yahoo, NGF found that the
City of Portland golf sites produced varied results in search engine activity, such as:

o “Portland Golf’ — Maostly Oregon golf
o “Portland, Maine Golf’ — Riverside is on the second page
e “Maine Golf Courses” — Riverside not on first 3 pages — (Val Halla is first listing)

The above list notes some positives and negatives. In our recommendations section, NGF will
offer ideas on how to improve these results leading to even greater site visits and pageviews,
hopefully leading to increased rounds and revenue.

Website Features

The City of Portland Golf Website appears to NGF to be very “pedestrian” or “park-like” and not
as well organized or complete with as many high quality photographs as the successful golf
course websites. Still, the site is navigable and includes some of the key aspects typically
associated with higher quality golf facility sites. NGF identified the most important features of a
golf website include:
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¢ Maps with locations and directions to each facility (City of Portland — yes)
o Ability to book tee-times online (City of Portland — no).

o Ability to sell discount golf passes online (City of Portland — no)

e Pictures and descriptions of the facility (City of Portland — very little)

o A full scorecard for each facility (City of Portland — yes)

e Process to sign up for email program — (City of Portland — no). This this is a key
program in the golf industry in 2012 as a way of staying in touch with golf customers,
something the City of Portland is just beginning to do and the golf website does not
allow for sign up.

e Current rates and operating hours (City of Portland — yes)
o Amenities offered (City of Portland — limited)
e A calendar or news of tournaments and upcoming events (City of Portland — no)

It is essential that the website be kept current for rates, hours, etc. The best sites are the ones
that are constantly being updated with new promotions and news items, so that customers get
in the habit of checking them.

Social Media

The Riverside GC is just beginning to become active in posting on social media (Facebook
and/or Twitter). Marketing golf courses in 2012 and beyond has to be about reaching potential
golf customers where they are, and if they are on the Internet and Facebook, then that is where
Riverside GC has to be as well. Golf course Facebook and/or Twitter pages have become
common in golf course marketing with mixed results. On one hand it is a great way of keeping
your facilities “top of mind” to your customers, but this form of marketing also requires effort to
continuously post new items and stay current and up to date. Social media works best when
posts are about what is going on at the facilities, such as tournaments, new events, who won
what event, who got a hole-in-one, etc. This activity has not worked well to make direct sales or
to drive activity through specials.

Summary of City of Portland Golf Marketing

The NGF review of City of Portland Golf marketing shows a program that is in need of upgrade,
both in terms of budget and methodology. The review of Riverside golf marketing shows a the
whole “brand image” needing upgrade, including the website, scorecard, signage and printed
materials. NGF experience has shown that the most effective marketing of golf courses involves
employment of the most up-to-date technology and an active individual in charge (such as the
Golf Course Manager).

In our formal recommendations (presented later in this report) the NGF will recommended
upgrading several aspects of golf marketing, including the creation of more golf-appropriate web
pages for the that resemble upscale golf websites that can help golf courses market themselves
(see NGF marketing recommendations). The NGF recommendations contained in this report
include marketing recommendations to help City of Portland appropriately market and promote
its golf course using all of the elements that NGF will see at the most successful golf facilities.
Communications should be simple, focusing on key words like “Golf in Portland” and working
with existing organizations such as the Maine Golf Association.
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CITY OF PORTLAND GOLFER SURVEY

NGF's Golfer Survey Program was distributed seeking opinions of the Riverside GC. A total of
235 surveys were collected by NGF, with 67% coming from Riverside Golf Association (RGA)
or Riverside Women'’s Golf Association (RWGA) members and 33% from non-RGA members.
The survey is not intended to be a scientific study of Portland golfers, although the high
participation does give the results a high degree of confidence. A copy of the survey instrument
is displayed in Appendix E to this report. The general findings and a table showing the ratings
follow below:

Riverside GC Survey Scores — All Customers

Riverside Golf Course - Satisfaction Measures
All Responses - 235 Responses (7/5/2012 — 8/14/2012)

Average Score

Factor (Scale 1-10) Percentile*
Overall Customer Satisfaction 6.7 14
Satisfaction compared to expectations 6.8 22
Satisfaction compared to other courses 6.5 27
Likelihood to play more 6.1 14
Likelihood to recommend 6.6 17

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received lower customer
ratings on this measure than the subject facility compared to other golf courses in U.S.

Riverside Golf Course - Satisfaction Factors
All Responses - 235 Responses (7/5/2012 — 8/14/2012)

Average Score

Factor (Scale 1-10) Percentile*
Overall Value 7.5 13
Overall Course Conditions 7.1 30
Pace of Play 6.7 16
Friendliness/Helpfulness of Staff 7.8 5
Golf Course Design / Layout 8.2 61

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received lower customer
ratings on this measure than the subject facility compared to other golf courses in U.S.
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Riverside GC Survey Scores — Non RGA Members Only

Riverside Golf Course - Satisfaction Measures
Non RGA Member - 78 Responses (7/5/2012 — 8/14/2012)

Average Score

Factor (Scale 1-10) Percentile*
Overall Customer Satisfaction 6.4 8
Satisfaction compared to expectations 6.3 8
Satisfaction compared to other courses 6.2 19
Likelihood to play more 5.7 8
Likelihood to recommend 5.9 10

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received lower customer
ratings on this measure than the subject facility compared to other golf courses in U.S.

Riverside Golf Course - Satisfaction Factors
Non RGA Member - 78 Responses (7/5/2012 — 8/14/2012)

Average Score

Factor (Scale 1-10) Percentile*
Overall Value 6.9 1
Overall Course Conditions 6.7 17
Pace of Play 6.7 16
Friendliness/Helpfulness of Staff 7.7 5
Golf Course Design / Layout 7.7 30

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received lower customer
ratings on this measure than the subject facility compared to other golf courses in U.S.

Summary of Findings

1. Riverside golfers that responded to the survey show a much lower level of overall
customer satisfaction than is typical for other golf facilities nationwide (of all price
categories). Further, golfers identified as not being RGA members were the least
satisfied sub-group of customers in the survey.

2. The survey showed that 58% of Riverside golfers made a positive referral about the
course and that the average Riverside golfer referred 4.5 other golfers to the facility. By
comparison, only 14% of Riverside golfers made negative referrals, with an average of
4.1 negative referrals. Non-RGA members were less enthusiastic about the facility with
only 42% making positive referrals to 4.2 others, and 13% making negative referrals,
with an average of 2.9 negative referrals.

3. The profile of the Riverside golfer is predominantly male (82%) and generally older (79%
over 50) than the national benchmark (total U.S. is 85% male and 50% over 50). Over
60% of respondents indicated they played a total of over 25 rounds of golf at Riverside
annually. The survey group is also very local geographically, with over 64% originating in
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10.

11.

the top three ZIP Codes: 04103, 04102, and 04092. The map displaying the origin of
customers is displayed in Appendix E to this report.

Our surveys show that other golf facilities utilized by this survey group include (in order
of importance — all with more than 10%): Nonesuch GC (27%), Point Sebago GC (20%),
Spring Meadows GC (18%), Val Halla GC (18%), Dunegrass GC (15%), Falmouth CC
(14%), Sable Oaks GC (14%), Willowdale GC (13%), Gorham CC (12%), Fairlawn G &
CC (10%) and Purpoodock Club (10%).

When asked if it would be a benefit to the Riverside GC and/or the Portland community
to have a golf professional on staff, 73% of respondents indicated “yes,” while 27%

said “no.” Older golfers (over age 50) were more likely to support the addition of a PGA
pro, and the RGA members were also more likely to support the addition of a PGA pro.

Reasons given for the inclusion of a PGA pro mostly centered on issues of lessons,
equipment knowledge and golf operations training. Several respondents noted that the
position need not be full time, and could be added via contract as opposed to salary.

When asked about re-opening the driving range, the survey group was mixed, with 32%
indicating they would ‘frequently’ or ‘often’ use the range, 37% saying ‘occasionally’ and
31% saying ‘rarely’ or ‘never.’ Younger golfers (under age 50) seemed to indicate a
higher interest in having the range re-opened.

When asked to select a number from 1-10 regarding overall satisfaction with the food
and beverage operation at Riverside GC, the overall average score was 5.7, a relatively
low figure. A total of 47% of respondents rated the F& B lower than a 5, while 11% rated
as a 9 or higher. This general mix of responses was consistent between RGA members
and non-RGA members.

When asked to select a number from 1-10 regarding overall satisfaction with the
Riverside Clubhouse, the overall average score was 4.5, also a low figure. A total of
67% of respondents rated the clubhouse lower than a 5, while 23% gave ita 1 or 2. Only
6% rated as a 9 or higher. This general mix of responses was consistent between RGA
members and non-RGA members.

The overall satisfaction for securing tee times was generally positive overall, with 53% of
the total survey group being ‘somewhat’ or ‘very’ satisfied with their ability to secure tee
times. Only 15% were ‘somewhat’ or ‘very’ dissatisfied. The results were generally
similar among non-RGA members, although the ‘neutral’ category had the highest total
out of this sub-group (50%). The largest categories for preferred tee times included
Saturday/Sunday and early mornings.

When asked where merchandise is purchased, other than at Riverside GC:

= Online (44 responses — 19%)

» Riverside GC only (9 responses — 4%)

* Big Box Retail (52 responses — 23%)

= Other golf course pro shop (32 responses — 14%)

= Area golf retail shop (93 responses — 40% - Dick’s + Golf & Ski)
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12. For survey respondents indicating use of Riverside Golf Course for winter activities other
than golf (e.g., cross country skiing), 72% said no while 28% indicated yes they do use
the facility in winter. Those that answered yes were split about still using the winter
activities if there was a hominal fee to cover the maintenance and operating costs, with
58% saying yes and 42% saying no.

13.

14.

In review of the general open-ended comments survey respondents made about what
they like about Riverside GC, the NGF noted several key themes that were common,
including:

Good layout

Generally good condition, but some areas need work
Close to home

Easy to walk

Inexpensive

Like the on-site staff

In review of the general open-ended comments survey respondents made about what
needed improvement at Riverside GC, the NGF noted many more comments with a
variety of topics, the most common included:

F & B operation overall

Clubhouse is a “disaster”

City management does not know enough about golf

Add a professionally trained golf pro

Fairways are bumpy and uncomfortable in carts

Improve the signage and “curb appeal”

Improve the drainage

Better service from staff

South course does not get enough attention from staff
Clean restrooms more often, especially on the South course
Need a larger maintenance budget to do the “little” detail work
Pace of play could be improved
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FACILITY PERFORMANCE AND DATA ANALYSIS — RIVERSIDE GC

Riverside Golf Course is operating as a public golf course, with the predominance of revenue
generated from golf green fees (including season passes) and cart fees. Additional revenue is
collected from merchandise sales, other rentals, and food and beverage sales. A summary of
activity, revenue, and expenses is shown below.

Activity Levels

The tables below show reported total rounds activity at Riverside since 2009. More than 30,000
rounds are played on the courses, with approximately 75% of those played by local residents.
We see that this facility had shown a relatively stable rounds performance between 2009 and
2011, with a decline in 2012 (4.6% decline from 2011-2012). Overall, rounds have declined by
3,877 (10%) since hitting a recent peak in FY2010. It does appear that Riverside has
experienced a “perfect storm” of events all converging at once on the golf facility, with the price
of gas, the downturn in employment, and the increase in the number of golf courses combining
to reduce the rounds activity and revenue of the Riverside Golf Course. This longer term decline
is generally consistent with national trends observed by the NGF. The average rounds per 18-
hole public golf course in the total U.S. now stand at 32,497 rounds per year, down from over
50,000 rounds in 2000). Rounds totals in greater Portland are considerably lower than the U.S.
average, with the area public courses averaging 20,000 rounds per 18-holes (data in
competitive section later in this report).

Riverside Golf Course
Historical Total Paid Rounds — 2009-2012

Total Rounds FY 2009 FY 2010 FY 2011 FY 2012 Average
"North Course" Rounds 26,959 27,575 27,238 23,434 26,302
"South Course" Rounds 9,495 10,382 8,494 10,646 9,754
Total Riverside GC Rounds 36,454 37,957 35,732 34,080 36,056

Source: City of Portland

Rounds by Type

In addition to the distinction between the North and South courses, paid rounds at Riverside are
divided between daily fee rounds (of various types), pass rounds, outings and league rounds. In
2012, Riverside has seen approximately 54% of rounds from daily fee players and 46% from
passes. This is compared to 47.5% from daily fee players and 52.5% from passes recorded in
FY2009. Additional rounds from employees and volunteers is not included in the tables, but the
acceptable “standard” for municipal golf courses is 4.0% of the total, or approximately 1,300
complimentary rounds in FY2012.
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Riverside Golf Course
Rounds Played by Type (FY2009-12)

North Course FY 2009 FY 2010 FY 2011 FY 2012
Members (Passes) 14,572 14,503 12,834 10,981
Weekday 8,211 8,622 7,915 6,844
Weekend 6,361 5,881 4,919 4,137
Daily Fee Rounds

Early Rate 18 Holes 973 1,557 3,859 694
Radio Specials - - - 38
18 Weekend 1,149 760 301 574
18 Weekday 807 728 143 173
18 Junior/College 19 6 1 4
PAT 43 40 40 49
Special Rate Riding 18 1,016 589 741 2,738
Special Rate Walking 18 - - - 232
Val Halla Special 118 145 207 403
Total 18-H North Course 4,125 3,825 5,292 4,905
Early Rate 9 Holes 2,735 3,929 3,834 945
9 Weekend 839 553 403 201
9 Weekday 1,235 882 760 414
9 Juniors Weekday 64 28 34 43
Special Rate Riding 9 287 600 792 2,345
Special Rate Walking 9 - - - 659
College Rate 9 Holes - - - 15
Total 9-H North Course 5,160 5,992 5,823 4,622
Outings 2,475 2,625 2,515 1,972
League Rounds 627 630 774 954
South Course

Members (Passes) 4,576 5,164 3,071 3,859
Early Rate 18 Holes 232 297 411 71
18 Weekend 178 252 125 272
18 Weekday 129 154 15 85
18 Junior 11 4 - 2
Special Rate Riding 18 86 16 50 281
Special Rate Walking 18 - - - 51
Total 18-H South Course 636 723 601 762
Early Rate 9 Holes 284 1,616 2,802 492
9 Weekend 1,314 1,005 365 1,390
9 Weekday 1,852 1,076 607 1,115
9 Juniors Weekday 133 112 130 109
Special Rate Riding 9 395 202 459 1,582
Special Rate Walking 9 - - - 737
1st Tee Course-Adult - - - 124
2nd Tee Course-Kid - - - 31
9 South Totals 3,978 4,011 4,363 5,580
League Rounds 305 484 459 445
Total Rounds 36,454 37,957 35,732 34,080

Source: Riverside GC
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Capacity Issues

As we will present later in the ‘Competitive Analysis’ section, current rounds played volumes at
Riverside are within the norms for championship 18-hole facilities operating within the greater
Portland region. Based on Riverside’'s market positioning, location, and diversity in offering (two
distinct golf courses), NGF Consulting has estimated a reasonable number of expected yearly
rounds activity of about +40,000 to +45,000 rounds in a good weather year. This assumes the
local flood control related to the Sebago Lake level (more later in this section) is managed
effectively. It is certainly reasonable for the 18-hole “North” course to host in excess of 30,000
rounds annually. Thus, NGF has not termed this a “capacity”: Riverside is fully capable of
hosting rounds in excess of 50,000, but it should not be expected at this location at this time.
Review of the tee sheets shows that there is strong demand up until 9:30 most days, and then
the course is “wide open” for much of the day after that.

Total Gross Facility Revenue Analysis

NGF Consulting’s review of performance shows that Riverside has experienced a decline in
total direct golf operations revenue since reaching a recent peak of $937,494 in 2009. Since
2009, revenue declined about 11% to just over $834,600 in 2011, increasing back to over
$883,000 in 2012 (5.8% increase in 2012). This decline was relatively consistent across most
categories, but there was a large increase in green fees and a decrease in cart fees, reflective
of various specials and cart-included tournaments. Riverside recorded $84,565 in pro shop
sales in 2012, down from a recent high of $110,578 in 2009 (23.5% decline). NGF assumes a
‘standard’ of 65% cost of sales for pro shop operations at golf courses, compared to Riverside
showing between 85% and 99% (extremely unfavorable) between 2009 and 2012.

When compared to industry averages (see Appendix C), we see that Riverside is operating
with revenues below the average for ‘mid-range’ courses (between $25 and $70 green + cart
fee). The US average revenue for mid-range public golf courses was $993,800 (18 holes) in
2009. We note that the U.S. averages include some level of revenue for food and beverage.

Riverside Golf Course
Total Gross Revenue — 2009-2012

2009 2010 2011 2012
Revenue
Total Green Fees $293,558 $265,059 $276,457 $366,338
Season Passes 300,783 265,302 235,654 232,925
Carts 120,983 138,001 141,042 98,680
Gross Merchandise Sales 110,578 94,454 79,053 84,565
League Revenue 25,645 29,045 28,950 31,317
Lockers/Bag Storage 3,405 2,680 2,325 2,351
Tournaments 60,617 65,043 68,563 60,906
Misc. 21,925 13,675 2,612 5,974
Total Revenue $937,494 $873,259 $834,656 $883,057

Source: Riverside GC

Average Revenue Analysis

The total average revenue earned per round of golf played now stands at $25.91 for 2012,
excluding food and beverage. This 2012 figure is the highest recorded for average revenue per
round in recent years. A close analysis of average golf fee revenue shows that average revenue
by category has mirrored the overall revenue, with no one line item standing out as being
unique. The average for mid-fee public golf courses in the U.S. was $21.54 for total revenue per
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round in golf revenue (green, cart, membership), plus an additional $9.04 in ancillary spending
(food, beverage + merchandise — see Appendix C).

Riverside Golf Course
Average Revenue per Round 2009 — 2012
Revenue 2009 2010 2011 2012
Total Fac. Rounds 36,454 37,957 35,732 34,080
GF per GF Round $16.96 $14.49 $13.94 $19.04
Carts (per total round) $3.32 $3.64 $3.95 $2.90
F & B (per total round) $4.68
Gross Merch./total rnd. $3.03 $2.49 $2.21 $2.48
Other per total rnd. $3.06 $2.91 $2.87 $2.95
Total Revenue* $25.72 $23.01 $23.36 $25.91
*Totals do not sum.

Expense Analysis

Basic expenses to operate and maintain the facility totaled just under $710,000 in 2012, with
steady decline since 2009. The overall expenses to operate this facility are lower than expense
averages for mid-range public golf courses in the nation (average 18-hole facility = $931,900 in
expenses — see Appendix C).

Riverside Golf Course
Total Facility Expenses 2009 — 2012

2009 2010 2011 2012

Cost of Sales (Merchandise) $101,213 $84,333 $78,268 $71,693
Operating Expense

FT Payroll $238,080 $222,428 $193,200 $181,903

PT Payroll + Overtime 159,182 159,251 166,755 172,665

Benefits 77,519 74,035 71,970 66,843

Products, Supplies & Repair 184,669 171,049 192,352 162,422

Services 24,214 17,637 24,062 33,412

Utilities 84,172 68,226 93,500 69,675

G & A + Other 25,613 26,493 22,132 22,639

Total Operating Expenses $793,450 $739,119 $763,971 $709,561
Source: Riverside GC

Other Expense Findings

The City provided a full line-item break-out of expenses incurred by Riverside Golf Course in
operation of the facility for the last four full years, plus a budget for 2013 (the data excludes the
“Through the Woods at Riverside F & B operation). The bullet points on the next page provide a
brief summary of the NGF Consulting review of these expenses. NGF Consulting has also
included basic information on golf industry ‘standards,’ for all golf courses of all types in all
climates. Industry standards can vary depending upon specific courses, but as a “rule of thumb”
allocated spending in key areas coincide with the following percentages:
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Industry Indicator Riverside 27 Total 2012
50% Labor 59.4% $421,412
20% Products, Supplies & Repair 22.9% $162,422
10% Services (Incl. Equipment) 4.7% $33.412
10% Utilities 9.8% $69,675
10% G & A (Excl. Labor) 3.2% $22,639
100.0% $709,561
Source: Golf Course Superintendents Association of America (GCSAA) and NGF Consulting.
Expense totals do not include non-recurring capital expenses, depreciation or debt service.

NGF Consulting summary of Riverside Golf Course expenses:

o Direct costs for labor are higher than standard in proportion to total spending at
Riverside Golf Course in 2012.

o Direct costs for labor are considerably higher than appropriate in proportion to total
spending at Riverside. This finding, coupled with the previous review of positions,
shows that Riverside Golf Course is not “over-staffed,” but total compensation may
reflect indirect personnel costs and benefits such as pensions and flex wages (total
benefits were 37% of total full-time payroll in FY2012).

¢ The Riverside 27 has a particularly low G & A expense, largely a result of the City
not charging for certain services.

Through the Woods at Riverside Revenue and Expense

The Through the Woods at Riverside operation has been estimated by data provided to NGF by
the facility manager. The food and beverage operation at Riverside GC appears to have gone
through many iterations over the years, with the most recent private vendor vacating and the
City taking over the F & B operation in March 2012. At present, the City is operating the
Riverside F & B as a “Through the Woods at Riverside” snack bar, with direction and staffing
from the City’s Barron Center. The projection for FY2013 shows an operation that will be very
close to “break-even,” a status that is common in F & B operations at municipal golf courses
nationwide. The summary position of Through the Woods at Riverside is shown in the table
below:
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Riverside Golf Course
Summary of Through the Woods at Riverside Position — 2013*

Avg. per Total
Revenue Total Round
Food Sales $47,895 $1.41
Beverage Sales $111,755 $3.28
Total Revenue $159,650 $4.68
Total % of Revenue
Cost of Sales (Food) $26,076 54.4%

Cost of Sales (Beverage) $28,249
Total Cost of Sales $54,325 48.6%
Other Expenses: Total % of Expense
Labor $75,899 66.2%
Products, Supplies + Repair $13,284 11.6%
Services $150 0.1%
Utilities $17,610 15.4%
G & A/ Other $7,624 6.7%
Total Operating Expense $114,567 100.0%
% of Revenue
Net Operating Income ($9,242) -5.8%

Source: Through the Woods at Riverside and the City of Portland *FY2013 budget.

SUMMARY — RIVERSIDE GC GOLF OPERATION

Given its location, quality of golf course, and pricing structure, Riverside Golf Course has the
potential to serve a defined niche of golfers in the greater Portland area, and possibly even
attracting value-conscious golfers seeking a high quality round of golf at an affordable price from
a much wider geography than presently attracted to Riverside GC. The facility is able to handle
a much larger volume of golf rounds than is presently being served, with activity reduced due in
part to the floodplain issues, as well as some perceptions in the market related to availability.

It is clear that the key issues facing the City of Portland in the Riverside operation are: (1) how
to enhance the physical condition of the facility; (2) how to balance the desires of the very active
membership / season pass groups (RGA + RWGA) with the need to sell more daily fee rounds
and tournaments; (3) how to most effectively serve the broader public good with winter
activities; (4) how to improve the food and beverage operation; and (5) how to improve the
overall facility marketing to attract more golfers to play more rounds at Riverside GC.

The location of the facility is within a dense residential portion of Portland and is generally
convenient to access, provided golfers are familiar the location. For golfers less familiar with the
property, finding Riverside GC may be problematic as signage to the course is not good, and
there is confusion about the separate parking lots for the North and South courses.

The shorter, 9-hole Riverside South Course provides a nice complement to the facility adding a
golf course with appeal to beginners and other less-skilled or less-serious golfers. This property
appeared to NGF to be more of a “park-type” property and less of an enterprise.
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Operations

The key issues related to the operation of the Riverside GC relate to the City’s view of where
this facility fits in to the overall City service structure. The mission Statement for the golf course
reads as follows:

“Riverside Municipal Golf Course is dedicated to serving our customers by providing a high
quality golfing experience to players of all ages and abilities and enhancing their enjoyment for
the game of golf as well as to provide access for customers and users of outdoor winter
activities to include snow shoeing and cross-country skiing.”

NGF observations in this operation show a slight divergence of directions in place for Riverside
GC. On one hand, the golf facility displays operating characteristics more commonly associated
with General Fund operations, such as the winter operations, junior golf programs, City
administration / bureaucracy, etc. On the other hand, we see clear Enterprise Fund
characteristics with regards to meeting budgets and reducing expenses to meet revenues,
rather than budgeting to the needs of the golf course. Ultimately, the City will have to decide
which provides the best fit for the Riverside GC operation.

In reviewing the day-to-day operations, the NGF team found that the Riverside GC operation is
functioning within the norms on many measures of operation, with lower revenues and much
lower expenses. Some other observations on day-to-day operations:

e This facility would benefit from the addition of a golf-specific POS system, specifically
one that allows for providing on-line tee time access and one that can facilitate use of
email blasts and other customer tracking programs.

e The facility is dominated by a large segment of local member and group play that can
be both positive (strong core of loyal support) and negative (difficult for non-members
to get on during peak periods, pervasive ‘club mentality’) for the facility.

e The staff has appropriately observed that increasing event, outing, and tournament
golf business will be the key to regaining the level of rounds activity that has been lost
in recent years, but this will require enhanced marketing and cooperation among
stakeholder groups.

¢ The marketing of the golf operation appears to employ many of the basic elements
that NGF typically recommends in modern (2012) golf marketing, but improvement is
needed in areas such as internet, email, social media and working with outsiders to
promote the golf course.

e The Through the Woods at Riverside operation is going through a transitional phase,
trying to adjust the facility from previous vendor deficiencies into an appropriate golf
course food and beverage operation. There are reported problems with service,
prices, and the “grab-and-go” system of food and beverage service that is popular at
successful golf courses.

e The City of Portland is considering a full smoking ban for the entire Riverside GC
property. A ban on smoking in or near the clubhouse is already in effect (including
outside patio), with some dissatisfaction expressed by golfers. The NGF review of
other cities that have enacted full smoking bans on golf courses has been a negative
impact on rounds and revenues, which should be considered by the City of Portland.
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Physical Condition

The overall condition of the Riverside GC appeared to be in decline, likely due to recent
reductions in maintenance budgets and attention to detail from reduced staff. The problems are
particularly acute with the main North course clubhouse, which is both dysfunctional and in poor
condition. The NGF finding was supported by other independent sources, along with results of
NGF'’s golfer survey. The key areas for upgrade at Riverside include:

e The main North course clubhouse.
e The South course pro shop.

e Several on-course areas to help increase revenue and reduce expense, such as: (1)
cart paths/bridges; (2) turf issues; (3) tree reduction to improve sunlight and airflow;
and (4) new golf maintenance equipment.

e The driving range is potentially a good revenue source for the facility if re-opened and
properly promoted.

The above-noted upgrades will likely require a total investment of upwards of approximately
$1.1 million. These upgrades are recommended to help increase revenue and/or reduce
expense.

Summary of Performance FY2009-2012
The NGF review of the operating data of the Riverside GC shows:

e Rounds of golf are down considerably at Riverside in the last 4 (+/-) years, with NGF
documenting a 15% decline in total rounds between 2009 and 2011, and a 30%
reduction in the number of season pass holders since 2009.

e Riverside GC is now hosting rounds in the low 30,000s, but this may be misleading as
the North Course 18-hole course is hosting 21,000 rounds with around 10,000 rounds
on the 9-hole South course. It is a reasonable expectation for Riverside to be hosting
in excess of 40,000 rounds annually, even with the short golf season and the current
economic and competitive climate.

e Total gross revenue from all sources totaled close to, or just under, $900,000 in each
of the last few years, or $27.36 per round of golf.

e The review of the City’s position in golf shows a net income before capital,
depreciation and debt of around ($70,000) in each of the last two years and expected
for FY2012. The largest expenses charged to the City Golf Fund are labor and
products, supplies, maintenance and repair.

e The NGF review of the food and beverage operation shows a loss of around ($9,000),
inclusive of all direct costs and labor, but excluding the direct labor expense for the
food and beverage manager (salary in Barron Center ledger).

The table below shows the direct golf operations income as reported by the Riverside GC Golf
Course manager. We note losses after debt throughout 2009-2011, with a slight recovery
related to severe expense reductions in FY2012.
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Riverside Golf Course
Summary of Revenues and Expenses — 2009-2012

2009 2010 2011 2012
Total Golf Operations
Revenue $937,494 $873,259 $834,656 $883,057
Less:
Direct Cost of Sales $101,213 $84,333 $78,268 $71,693
Gross Margin $836,281 $788,926 $756,388 $811,364
Operating Expenses
FT Payroll $238,080 $222,428 $193,200 $181,903
PT Payroll + Overtime 159,182 159,251 166,755 172,665
Benefits 77,519 74,035 71,970 66,843
Products, Supplies & Repair 184,669 171,049 192,352 162,422
Services 24,214 17,637 24,062 33,412
Utilities 84,172 68,226 93,500 69,675
G & A + Other 25,613 26,493 22,132 22,639
Total $793,450 $739,119 $763,971 $709,561
Net Operating Income $42,832 $49,806 ($7,583) $101,803
Interest $16,716 $14,486 $10,618 $9,042
Principle $59,699 $47,356 $52,442 $41,635
Total Debt Service $76,415 $61,842 $63,060 $50,677
Facility Net (after Debt) ($33,583) ($12,036) ($70,643) $51,127

Source: Riverside GC
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External Factors Affecting the Portland
Municipal Golf Operation

To appropriately assess the activity levels and potential market opportunities for the various
elements of the Portland municipal golf operation, the environment in which the golf facilities

operate must be understood. Therefore, it is helpful to examine local economic and

demographic trends, as well as other factors, that have the potential to impact rounds played
and revenues earned. This overview will include an analysis of the area’s demographics, as well
as a brief discussion of the local economy. In the second part of this section we provide an
analysis of key golf market demand and supply indicators and a review of the competitive public

golf market in the Portland area.

DEMOGRAPHICS SUMMARY

Riverside Municipal 5m 10 mi 15 mi Maine U.S.
Population 1990 Census 85,381 160,331 207,903 1,227,921 248,710,012
Population 2000 Census 87,934 172,544 227,877 1,274,923 281,421,906
CAGR 1990-2000 0.30% 0.74% 0.92% 0.38% 1.24%
Population 2010 Census 90,327 183,042 245,688 1,436,403 308,699,447
CAGR 2000-2010 0.27% 0.59% 0.76% 1.20% 0.93%
Population 2016 Projected 96,679 192,234 251,103 1,355,591 312,047,700
CAGR 2010-2016 1.14% 0.82% 0.36% -0.96% 0.18%
Median HH Income (2011 Estimate) $47,980 $55,529 $56,957 $48,814 $53,908
Median Age (2011 Estimate) 42.4 41.2 40.9 41.8 36.9

CAGR = Compound Annual Growth Rate

From the data collected for this study, NGF Consulting has made the following observations
regarding the demographics of Portland and surrounding areas:

o The area has shown relatively stable population since 1990. The NGF estimates
over 90,000 reside within three miles of the Riverside GC, and over 245,000 within

15 miles. This is a large total population for the golf facility to draw from and

generally consistent with municipal golf course markets in suburban market areas.

e Median household incomes in the Portland trade area are generally close to the
corresponding national figure of $53,908, which is higher than the State of Maine
figure of $48,814. The smallest 5-mile local Portland market area has the lowest
income of the sub-markets reviewed, indicating a higher proportion of lower income
residents. In general, higher income residents are more likely to participate in golf,
and they play more frequently than lower income golfers. Thus the local Portland
market area appears less-favorable for high golf participation and activity, when

compared to other regional markets.

e The Median Age in the local market area is much older than the national median of
36.9 years. In general, golf participation rates and frequency of play increase with

age (though both decline at the oldest age segments), making relatively older
markets more attractive to golf facility operators, all other factors being equal.
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ECONOMIC OVERVIEW

In addition to identifying trends in golf course demand and supply, the NGF has examined
certain economic indicators and other mitigating factors that have the potential to affect the
performance of the Riverside GC. Following are some key observations highlighting the broader
economy, transportation, and visitation characteristics of the surrounding Portland MSA. The
overall findings are viewed as mixed for the region overall, while the Portland Golf market does
seem to show many positive characteristics related to continued operation of the Riverside GC.

It is unclear what effects the troubled regional and national economies will have on activity
levels at public courses. On one hand, decreased discretionary income and higher
unemployment will almost certainly cut down on recreational / leisure spending. However,
interviews with area golf operators indicate that golfers are either playing less or shifting play
patterns to less expensive rounds, which actually could benefit lower price point municipal golf
courses.

Portland, ME MSA

o Portland is the largest city in Maine and is the county seat of Cumberland County.
The 2010 city population was 66,194, growing 3 percent since the census of 2000.
With a metro population of over 500,000, the Greater Portland area is home to more
than one-third of Maine's total population.

Climate

o Portland has a humid continental climate, with somewhat long, cold snowy winters,
and warm summers. Monthly averages range from 22.3 °F in January to 69.1 °F in
July. The high exceeds 90 °F several days per year. The area can be affected by
severe “nor'easters” during winter, with high winds and snowfall totals. Precipitation
averages 45.8 inches and is plentiful year-round, but with a slightly drier summer.
The first snowfall of the season generally occurs around late October, and the last
snowfall is in April. As a result, golf is generally not played year-round, and is
concentrated in the May through October season each year.

Basic Economy
o Portland has become Maine's economic capital because the city has Maine's largest
port, largest population, and is close to Boston (115 miles to the south). In recent
years, Portland has had a low unemployment level when compared to national and
state averages, 6.8% in January 2011. Portland and surrounding communities also
have higher median incomes than most other Maine communities.

e The largest statewide employers are Walmart/Sam’s Club (department stores),
Hannaford Bros. Co. (supermarket), and L.L. Bean (Mail order houses), each
employing between 7,000-7,500 people. In Portland, Maine Medical Center employs
roughly 6,000, while Unum (insurance) has between 3,000 and 3,500 employees.
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Largest Employers (Greater Portland area) Number of Employees
L.L. Bean, Inc. 5,400 - 5,600
Maine Medical Center 4,600 — 4,800
UnumProvident 3,400 - 3,600
Delahaize 2,300 - 2,500
Bank North Group 1,900 - 2,100
Verizon 1,600 — 1,800
Source: City-Data.com :: Cities of the United States:: The Northeast Portland: Economy

It had been purported that job growth in Maine would be flat in 2012 and employment
won’t reach pre-recession levels until 2017. According to CES data, the number of
jobs in Maine through June 2012 is nearly identical to the number of jobs through
December 2011, despite substantial growth in January and February.

e Forbes has previously named Portland America’s ‘most-livable city’. Bon Appétit
Magazine lists Portland as the ‘foodiest small town in America’ and The New York
Times consistently names it among the best culinary cities in the United States.

e A study by two economists at the University of Maine shows Maine's golf industry
generated almost $270 million for the state in 2011, which includes tourism-related
spending by out of-state golfers. There are 144 golf courses in Maine that support
4,935 full and part-time jobs. The study also finds that 31 percent of players in Maine
come from out of state.

e Because tourism plays a major role in Maine’s economy, the state is widely referred
to as ‘Vacationland’. The State’s Office of Tourism regularly lists sport hunting,
fishing, skiing, sailing and boating as activities to enjoy while visiting. Often
overlooked, though, is golf. According to the 2010 Maine Office of Tourism Visitor
Tracking Research annual report, 5 percent of the overnight tourists to the state (and
3 percent of day visitors) listed golf as a trip activity while visiting Maine.

Transportation
e Portland is accessible from I-95 (the Maine Turnpike), I-295, and U.S. 1. Also, U.S.
Route 302, a major travel route and scenic highway between Maine and Vermont,
has its eastern terminus in Portland.

e The city operates several transportation hubs. In addition to the transportation
center, commercial air service is available at the Portland International Jetport,
located in Stroudwater west of the city's downtown district.

¢ The Port of Portland is the second-largest cruise and passenger destination in the
state (next to Bar Harbor), and is served by the Ocean Gateway International Marine
Passenger Terminal. Ferry service is available year-round to many destinations in
Casco Bay.

Cost of Living

The following table shows that despite “average” incomes in the region, the area has a slightly
higher overall cost of living when compared to the total U.S. This has implications for golf
activity and fees charged for golf in this market area.
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Cost of Living Portland, ME United States
Overall 110 100
Food 97 100
Utilities 101 100
Miscellaneous 105 100

Our cost of living indices are based on a US average of 100. An amount below 100 means
Portland, ME is cheaper than the US average. A cost of living index above 100 means Portland,
ME is more expensive.

GOLF MARKET SUPPLY AND DEMAND INDICATORS

The basic measures of golf demand and supply that may affect the performance of City of
Portland golf courses are outlined below.

National Trends in Golf

Participation

Golf participation in the U.S. has grown from 3.5% of the population in the early 1960s to about
9% of the population today. NGF estimates that the number of golfers fell in 2011 to 25.7
million, essentially even with 2010. For research purposes, a golfer is defined as a person age 6
or above who plays at least one round of golf in a given year.

All U.S. Golfers

(in millions)
1985 1990 1995 2000 2005 2011
All golfers age 6+ 19.5 27.4 24.7 28.8 30.0 25.7

Source: Golf Participation in the U.S., 2012 edition, National Golf Foundation

The number of golfers remained essentially steady in 2011 at 25.7 million, compared to the 26.1
million recorded in 2010 (the estimated drop of 400,000 golfers is within the range of research
sampling error). The New England Region (which includes Maine) statistics are shown in the
table below. Recent data on rounds played nationally can be found in Appendix F (NGF's
National Rounds Played Report).

Regional Profile

Participation Number Percent
Rate of Golfers of Golfers Total Annual Rounds
New England Region 9.9% 1,367,000 5.3% 15,600,000
United States 9.0% 25,682,000 100.0% 463,000,000

Source: Golf Participation in the U.S., 2012 edition, National Golf Foundation

Considering the severity of the recent (2009-2012) economic downturn and its effects on both
discretionary income and time, golf has held up rather well. Multiple NGF studies of golfers
since 2008 would attribute the gradual decline in golfers and rounds primarily to the impact of
lower job security and concern over personal finances, not waning appeal for the game.

Over the past 50 years, golf demand grew at about 4% per year while facility supply grew at
about 2% per year. However, since 1990, the situation has reversed — demand has grown at
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0.5% per year while facility supply has grown at 1.4% per year. With the increase in supply has
come a marked increase in competition, with supply exceeding demand in some markets.

In addition to increased competition, other factors have contributed to a decline in the number of
rounds per course nationally from 2002 to 2012. In the NGF’s most recent survey of core golfers
conducted in September 2011, we found that fearful financial outlooks, weak consumer
confidence, and negative golfer attitudes have also played a role. The combination of these has
caused many golf facilities to become distressed, particularly those that have a high debt load
because of higher construction costs and the perceived need to build high-end courses.

The number of golf course closings quadrupled from an annual average of 24 courses per year
in the 1993-2001 time period to more than 100 courses in 2005. In 2006, there was negative net
growth in golf facilities for the first time in six decades, with 146 18-hole equivalents closing and
119.5 opening. In 2007, there were 113 openings and 121.5 closures, and in 2008, 72 golf
course openings and 106 closures. In 2009, 49.5 openings minus 139.5 closures equated to a
net loss of 90 18-hole equivalents. Net growth in supply has been negative now for four
consecutive years, with the largest drop of 90 courses in 2009. However, U.S. openings
averaged 200+ (net) for 20 years, and total 18-hole equivalent supply is up 5% since 2000,
indicating a slow market correction is underway. As of December 2011, NGF reported 2011 net
growth of negative 138.5 (openings minus closings). The figures do not consider private club
conversions to public courses, a growing trend since 2009.

There is no denying a significant drop in golfers, but it appears to be mainly economically driven
and therefore we can expect some post-recession recovery. The long-term view remains
moderately favorable, due to population growth, latent demand, and baby boomers retiring.
According the NGF research, openings are likely to stay in the range of 30-50 per year and
closures are expected to continue in the 100-150 range.

Municipal Golf

Municipalities were largely responsible for helping bring golf to the masses by creating
affordable golf courses for their citizens. The role of municipal golf has changed dramatically
over the past 30 years, with fewer municipalities viewing golf in the same vein as other
recreational opportunities offered — simply an amenity for its citizens. Still, many municipalities
remain that are willing to subsidize municipal golf. Though these municipalities certainly prefer
to earn enough to cover direct expenses, they recognize the value of offering affordable golf to
their residents with respect to quality of life issues, providing positive diversions for lower-
income and/or at-risk youth, and even longevity, due to health benefits.

Several factors have changed over the last few decades that have, at least temporarily, altered
the golf course market and the role of the municipally owned golf course. The main factor has
been increased competition. As noted, in the last two decades the supply of public golf courses
has increased dramatically, thus eliminating the near-monopoly that municipalities used to have
on public golf. Now municipal courses are finding themselves competing head-to-head for
market share with private enterprise. Unfortunately, few municipalities find they are equipped to
handle this type of competitive environment.

There are several factors that typically inhibit municipalities in their ability to compete
successfully with private enterprise and present them with considerable challenges in the
modern golf industry. These include slow response due to bureaucracy, budget constraints,
personnel policies, marketing and the lack of incentives to employees.
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Local Golf Demand

The methodology for determining the relative strength of the subject market is based on ongoing
NGF research of American golf participation habits. The NGF Golf Demand Model includes the
critical combination of age and income, regional seasonality, and available golf course supply,
as well as existing and emerging demographic trends in a particular market area. This model
can be used as a benchmark for estimating potential market strength in a particular area. Each
year, the NGF does an annual survey of golfers nationwide. The results of this survey allow
NGF to make accurate predictions concerning demand, participation, and golf spending. The

results for the local areas are posted below:

Golf Demand

5 mi 10 mi 15 mi Maine U.S.
Number of golfing households 8,206 16,403 21,796 116,047 21,237,600
Number of rounds played 152,472 313,413 418,690 2,295,394 498,831,616
Rounds played locally (less than 50 mi) 93,543 196,257 268,706 1,327,886 279,190,432
Rounds played regionally (50-200 mi) 46,505 93,687 119,042 682,114 168,914,336
Rounds played on vacation (more than 200 mi) 8,384 16,833 21,934 192,425 33,584,420
Rounds played at Seasonal home 4,040 6,636 9,008 92,969 17,144,112
Golfing Fees $6,217,886 $12,781,127 $17,224,832 $97,821,320 $20,179,122,176
Hard goods spending $851,857 $1,751,036 $2,339,220 $12,829,132 $2,794,251,520
Soft goods spending $547,617 $1,125,651 $1,503,762 $8,247,184 $1,796,280,960
Rounds/Golfing Household 18.6 19.1 19.2 19.8 235
Fees/Round $40.78 $40.78 $41.14 $42.62 $40.45
Merchandise/Round $9.18 $9.18 $9.19 $9.19 $9.20
Key notes from the above table include:
¢ Merchandise sales reflect all merchandise purchases, including those at retail stores,
discount stores, and over the Internet.
e Over half (62%) of the rounds played by area households are done locally.
In order to make comparisons more meaningful, NGF indexes are used to compare the above
values against a national mean, which is set at Index=100. An index value of 90 means 10%
less than the national average, while an index value of 110 means 10% more than the national
average.
Golf Demand Indices
5 mi 10 mi 15 mi Maine uU.S.
Index: Golfing Households 107 114 117 114 100
Index: Rounds Played by Residents 85 93 96 96 100
Index: Rounds Played Locally (less than 50 mi) 93 104 110 929 100
Index: Rounds Played Regionally (50-200 mi) 76 82 80 84 100
Index: Rounds Played on Vacation (more than 200 mi) 70 75 76 121 100
Index: Rounds Played at Seasonal Home 68 59 62 117 100
Index: Golfing Fees 86 94 97 101 100
Index: Hard Goods Spending 85 93 96 96 100
Index: Soft Goods Spending 85 93 95 96 100
Source: National Golf Foundation
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e Area golf participation is 7-17% higher than the U.S., but pretty uniform across the
area.

e While participation is higher than the national average, the number of rounds played
per person is 5 to 15% lower than the national average, reflecting the shorter
season.

¢ Notably, the golf fees are about 5% to 15% lower than the national average in the
local Portland market, but only 1% higher in the State of Maine.

Golf Supply Factors

Along with the higher income and dense population, the NGF has counted a total of 14 golf
facilities (10 public and 4 private) within 10 miles of Riverside in 2012. Utilizing this data in
conjunction with the demographics presented earlier, we note the following comparison of golf
facility supply to the number of households available in the market to support each facility. The
data shows that the 5-mile local Portland market has 23% fewer households (Index=77) per 18
holes of golf (unfavorable), and the wider geographies have similarly few households per golf
course, indicating a possible over-supply of golf courses (relative to the total U.S.) in the
Portland region.

Golf Facility Supply
Portland Market

Riverside Municipal 5mi 10 mi 15 mi Maine U.S.
Golf Supply Summary

Total Golf Facilities 7 14 20 140 15,902
Public Golf Facilities 4 10 15 128 11,633
Private Golf Facilities 3 4 5 12 4,269
Total Golf Holes 126 234 333 1,899 268,443
Public Golf Holes 72 162 243 1,719 191,214
Private Golf Holes 54 72 90 180 77,229

Source: National Golf Foundation

Household Supply Ratios
Portland Market

Riverside Municipal 5mi 10 mi 15 mi Maine U.S.
Golf Supply Summary

Households per 18 Holes: Total 6,076 6,150 5,605 5,363 7,933
Households per 18 Holes: Public 10,633 8,884 7,681 5,924 11,137
Households per 18 Holes: Private 14,178 19,988 20,740 56,575 27,575
Households Supply Index: Total 77 78 71 68 100
Households Supply Index: Public 95 79 69 53 100
Households Supply Index: Private 53 75 78 212 100

Source: National Golf Foundation
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Recent Construction Activity

There have been only 9 new holes of golf added in the 3- and 10-mile markets in the past ten
years, with a total of 18 new holes in the 15 mile market. Toddy Brook Golf Course opened 9
holes in 2005, adding to its 9 holes added in 2002. During the previous 10 years, 1991-2001,
Spring Meadows Golf Club opened with 18 holes in 1999.

Site: Riverside Municipal 5mi 10 mi 15 mi Maine U.S.
Golf Course Construction Activity

2001-2010

Total holes added past 10 years 9 9 18 162 24,318
Public holes added past 10 years 9 9 18 162 17,469
Private holes added past 10 years 0 0 0 0 6,849
Percent Total Holes Added 7.10% 3.80% 5.40% 8.50% 9.10%
Percent Public Holes Added 12.50% 5.60% 7.40% 9.40% 9.10%
Percent Private Holes Added 0.00% 0.00% 0.00% 0.00% 8.90%

Source: National Golf Foundation

Facilities in Planning or Under Construction

The NGF database indicated only one facility either in planning or under construction in
Riverside GC's trade area - Sunset Ridge Golf Links in nearby Westbrook. The new owner of
this property has hired Downeast Golf Design and Construction to perform renovations/
reconstruction of the former 18-hole regulation course that was closed in 2010 and purchased at
auction. Plans to rebuild the course and reopen it as an 18-hole facility are currently awaiting
approval, with new owners hopeful the course could be playable before the end of 2012. The
plan includes redoing the back- 9, restoring front -9 to its original state and opening the
miniature golf, driving range and the par-3 course as soon as possible. The property also
includes a clubhouse, pool, and tennis courts.

Golf Course Market Supply / Demand Summary

The previous data allows NGF to make comparison between supply and demand in greater
Portland, as well as for the State of Maine as a whole. As expected, the results are comparable
to the population and income data with the small rings areas around each property showing
relatively weak demand, but a large number of golf courses relative to the small population.

Market Status

Using the most basic measures of golf demand and supply, we note there are four possible
combinations for any given geography: (1) favorable demand and favorable supply
(“opportunity”); (2) favorable demand and unfavorable supply (“active”); (3) unfavorable demand
and favorable supply (“inactive”™); and (4) unfavorable demand and unfavorable supply
(“saturated”).

As shown in the table below, the market area for the subject Riverside GC shows generally
unfavorable demand and supply conditions. Many of the successful golf facilities in the U.S.
tend to be located in “opportunity” markets, although this is not universal. The Portland market
as a whole would be categorized as “saturated,” with unfavorable demand and unfavorable

supply.
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Demand  HH/Supply
Defined Market Index Index Market Status
Riverside 5-mile Ring 85 77 Saturated
Riverside 10-Mile Ring 93 78 Saturated
Riverside 10-Mile Ring 96 71 Saturated
State of Maine 96 68 Saturated
Source: National Golf Foundation. N/A = Data not available

Golfers per 18 holes

NGF has also evaluated the relative strength of the Riverside GC market area with a
comparison to a national “threshold” of golfers per golf course within 10 miles of a golf course.
In its 2009 publication “The Future of Public Golf in America,” NGF hypothesized that the best
predictor of a public golf course’s success was the number of golfers per 18 holes within a 10-
mile radius, with 4,000 identified as the key number for projected financial stability. As shown in
the table below, the Riverside GC (and State of Maine) is in a market with far fewer golfers per
golf course than the identified threshold. In fact, the overall State of Maine has only 34% of the
number of golfers per golf course compared to the identified threshold.

Est. No. of Total 18-H Golfers per 18
Golfers Equivalent holes
Riverside 10-Mile Market 20,504 13 1,577
Total U.S. “Threshold” for Successful Public Golf 4,000
State of Maine 145,058 105.5 1,374
Source: National Golf Foundation. # golfers = total golfing households x 1.25.

Though the predictive demand model and supply ratio analysis is very useful in evaluating the
relative strength of golf markets, it cannot stand on its own in determining the status or health of
a golf market. Rather, these analyses must be considered in the context of what is actually
happening “on the ground” in the market, in terms of price point and activity level trends at
existing golf courses.

National Golf Foundation Consulting, Inc. — City of Portland — Riverside Golf Course — 46



COMPETITIVE GOLF MARKET

One of the objectives of this study is to identify any opportunities that may exist for the Riverside
Golf Course to increase market share and revenues. In this section, we present an overview of
the public access golf market in which Riverside GC operates, with a focus on key competitors.
The map below shows the location of these facilities in relation Riverside.

In the tables that follow, NGF Consulting presents summary operational information for the golf
facilities identified as primary and secondary competition to Riverside, especially for the 18-hole
North Course. NGF Consulting identified these competitors based on a number of factors,
including price point, relative quality, location, and input from Riverside GC management. The
results of NGF’s golfer survey confirmed that this list comprises the key competitive set for
Riverside.
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Riverside Golf Course Key Competitors — Summary Information

Year Front Tee/ |Location Relative

Golf Facility Location Type | Open |Par/Slope| Back Tee to RGC
Riverside Golf Course (North) Portland MU 27H | 1924 721125 5,297/ 6,448 --
Biddeford-Saco Country Club Saco SP 18H | 1920s | 71/130 4,987 /6,333 15.5 mi SW
Dunegrass Golf Club O'dB(g;iEard DF 18H | 1998 | 72/137 | 4,818/6,684 13.5 mi SW
Gorham Country Club Gorham DF 18H | 1961 71/116 5,426 / 6,555 6.5 mi SW
Nonesuch River Golf Club Scarborough | DF 18H | 1968 70/ 120 4,827/ 6,347 7 mi SW
Sable Oaks Golf Club South Portland| DF 18H | 1989 70/130 4,786/ 6,359 55mi S
Spring Meadows Golf Club Gray DF 18H | 1999 7117126 4,706 / 6,656 13 miN
Toddy Brook Golf Course N. Yarmouth | DF 18H | 2002 7117133 4,409/6,214 9.5 mi NE
Val Halla Golf Course Cumberland | MU 18H | 1965 721130 4,584 | 6,595 7 mi NE
Willowdale Golf Club Scarborough | DF 18H | 1930 70/ 124 4,891 /6,086 9.3mi S

*Air miles from subject site, rounded to half-mile; actual driving distances will likely be greater.

Type: DF — Daily Fee; MU — Municipal; SP — Semi-private

In addition to the facilities listed above, Riverside GC North will compete secondarily with other
area municipal and daily fee golf courses such as the private Falmouth Country Club and Point
Sebago Golf Resort. Falmouth CC, though still a fully private club, has become more
competitive to Riverside after a sharp reduction in its membership prices. Harris Golf, which
owns or manages several other clubs in Maine, including Freeport Country Club, Sunday River,
Old Marsh, and Penobscot Valley, leased and then subsequently purchased Falmouth CC for
$2.5 million. The new owners have been able to build up to 546 total members, including 330
full golf members (cap is 350). Falmouth, a high quality facility which this summer hosted an
LPGA Legends event, offers an individual golf membership for $2,100 (a reduction of about
50% off of previous pricing) that includes unlimited golf, use of range, tennis, pool, fitness, and
dining. The membership also provides member status at other Harris Golf clubs.

The results of the NGF golfer survey revealed that Riverside’s top competitors correlated
directly with the list of competitors identified by NGF with help of Riverside staff. The lone
exception was Point Sebago Golf Resort, which appears to be a secondary competitor despite
being located more than 20 miles away to the northwest. Point Sebago’s rack rates, which are
cart inclusive, are moderately higher than Riverside’s, but the facility offers a variety of ways for
golfers to get discounted rates, including web specials, newspaper promotions, and the Club
Card loyalty program (one-time $139 fee entitles holder to fees discounted as much as $30 off
rack). A single full-golf membership is $995; an unlimited cart program can be added for $445.
Even at non-discounted rates, Point Sebago, which is considered one of the best and most
scenic public golf courses in Maine.
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Summary Information — Riverside GC and Primary Competitors (North Course)

The table below shows summary facility information regarding Riverside GC and its primary competitors for the North Course. Unless otherwise indicated, peak season non-resident rates
are illustrated (key resident and off season rates are footnoted). Rounds shown represent total starts and are self-reported by the operators.

Summary Operating Data — Riverside GC and Key Competitors

7-Day Membership Weekday
Total 2011 18-Hole Green | 9-Hole Green | Per Person Cart | 18-Hole Aft./ | Junior 18-Hole Cost Membership Cost | Junior / Senior
Golf Facility Rounds Fee (WD/WE) Fee (WD/WE) Fee (9H/18H) Twilight Fee Green Fee (Single/Couple) (Single/Couple) Membership
. . Res $30/$34 Res $22/$24 Res $8/$14 1 WD only Res/N-R | Res $750/$1,185 Res $540/$940 Junior only
Riverside Golf Course - North 23,949 N-R$34/$36 | N-R$24/$26 | N-R $10/$16 $35 $26/$28 N-R $935/$1.435 | N-R $725/$1,190 |Res/N-R $380/$480°
. . 3 Res $26/$28 Res $20/$22 Res $8/$14 $25 (9 holes) | WD only Res/N-R Res $485/$735 Res $415/$635 Junior only
Riverside Golf Course — South 8,035 N-R $28/$30 | N-R $22/$24 N-R $10/$16 | $35 (18 holes)’ $22/$24 N-R $600/$905 N-R $545/$830  |Res/N-R $250/$300"
' $795/$1,590
Biddeford-Saco Country Club 40,000 $50/$50 DNA $8/$16 DNA DNA $2,000 waiting list DNA $265/$720
12pm $45 WD 5
Dunegrass Golf Club 12,000 $45/$51 $25/$25 $12/$18 3pm $25 all week DNA $1,395/$2,100 $895/$1,395 $450/$595
Gorham Country Club Don't track $30/$32 $20/$22 $11/$16 $20 all week | OH18H iﬁ?fzo $1,000/$1,650° $830/$1,450 $375/$800°
. $25 All week 5
Nonesuch River Golf Club 29,000 $36/$40 DNA $12/$18 $14 cart DNA $1,395/$2,100 $895/$1,395 $450/$595
$27/$30 $22/$27° 9
Sable Oaks Golf Club 19,342 $40/$45 $30/$35 $10/$15 WD/WE 4 pm WDWE $1,550/$2,350 DNA $450/DNA
Spring Meadows Golf Club 22,000 $36/$43 $23/$26 $11/$17 338/5\?2 DNA $1,349/$2,199 $999/$1,599 5{5499/$1,l4910
$25/$25 $15/$25
Toddy Brook Golf Course 11,000 $35/$40 $25/$25 $10/$15 WD/WE WDI/WE $1,100/$1,800 $875%$1,450 $350/$950
Res $30/$32 Res $20/$22 Member $10/$15 5:30 $16/$20 | WD only Res/N-R 11
Val Halla Golf Course 22,000 N-R $33/$35 N-R $25/$27 | Non-Mem $12/$18 Res/N-R $25/$28 $950/$1,599 $860/$1,450 $325/$349
: , WD: $9/$10 $18/$30
Willowdale Golf Club Don't track $29/$34 $19/$21 WE: $9/$15 Walk/Ride2 DNA $1,100/$1,600 $800/$1,400 $400/DNA

KEY
*NGF Consulting estimate

N/A — Information not available

DNA — Does not apply

1 Weekend afternoon special: Saturday, Sunday, and Holidays after 1pm

2 Juniors: Monday — Friday anytime; Saturday, Sunday, Holidays after 12pm
3 Weekend afternoon special: Saturday, Sunday, and Holidays after 1pm

4 Juniors: Monday — Friday anytime; Saturday, Sunday, Holidays after 12pm
5 College student full-week membership (valid college ID required—uvalid for ages 29 & under)
6 Early payment/payment plan rates; if paid after 1/16/12 “WD: $880 (Single) / $1,500 (Couple); WE: $1,050 (Single) / $1,700 (Couple)
7 Early payment/payment plan rate for Senior; if paid after 1/16/12--$850; also offer Senior Couple--$1,350 ($1,400 if paid after 1/16/12)

8 4:00-close: *Junior rate applies only to Juniors under 16 accompanied by a paying Adult or Adult Member

Note: Rates listed in the table are for peak season. Where three rates indicated, middle fee represents Friday

9 Regular rate using payment plan; $1,450(Single)/$2,250(Couples) if paid before 4/30/12

10 $1,999 (Senior Couple); $599 (Twilight)/$1,099 (Twilight couple); $699 (College student — full time living at home with minimum of 12 credit hours)
11 Junior: $325(MSAD51) / $349 (Non-MSADS51)
12 Unlimited play all week after 4pm
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Summary Information — Primary Competitors (South Course)

The South Course will compete to some degree with the facilities listed above, but will also
compete with other area 9-hole tracks such as Freeport Country Club, Deep Brook Golf Course
in Saco, South Portland Municipal Golf Course, and two 9-hole family-owned tracks in
Westbrook - Rivermeadow and Twin Falls. The latter two facilities do not compare in quality to
Riverside, but we list them because of their proximity to the subject facility. South Portland Muni,
though also relatively proximate, is a much shorter course that is utilized primarily by junior
golfers and some seniors. Total revenues for this course were $182,509 for FY 2011, with total
expenses of just under $200,000.

Riverside Golf Course 9-Hole Competitors — Summary Information

Weekday | Weekend
Green Green Membership| Miles
Back Tee / Fee Fee Cart Fee| Single/ Dist.
Golf Facility Location Type|Par|Front Tee | 9H/18H | 9H/18H |9H/18H| Couple to RGC*
Riverside GC (South) |Portland MU | 35 2,941/2,184 $22/$28" | $24/$30" |$10/$16" $600/$905" =
S. Portland MU GC S. Portland | MU | 33 2,071 $12/$12 | $13/$13 DNA n/a 6-S
Freeport Country Club |Freeport DF | 36(2,939/2,405| $18/$25 | $18/$25 | $7/$10 | $550/$825 | 13- NE
Deep Brook GC Saco DF | 36 |3,076/2,312| $19/$28 | $22/$32 $6/$9° $625/$1,130| 16 - SW
Rivermeadow GC Westbrook DF | 36 |2,786/2,545| $16/$24 | $16/$24 | $8/$12 |$750/$1,125| 3.5 - SW
Twin Falls Golf Club  |Westbrook DF |n/a| 2,700 $15/$20 | $15/$20 | $5/$10° | $625/DNA | 4.0 - SW

*Air miles from subject site, rounded to half-mile; actual driving distances will likely be greater.

Type: DF — Daily Fee; MU — Municipal

DNA - does not apply N/A — information not available

1 All fees quoted are for non-residents; Riverside resident South Course membership is $485 single, $735 couple
2 Weekend cart fees for shared cart; weekday shared carts are $7 for 9 holes, $5 for 18

3 Weekday 18-hole cart is $5 per person
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Significant Findings — Public Access Golf Market

NGF Consulting’s key findings regarding the competitive public access golf market in which
Riverside GC operates are summarized below:

General

o Among the facilities profiled, NGF considers Nonesuch, Val Halla, Sable Oaks,
Willowdale, Gorham and, though distant, Spring Meadows to be the key competitors
to Riverside GC. Secondary competitors include Dunegrass, Toddy Brook,
Biddeford-Saco, Point Sebago, and Falmouth CC (for memberships).

e Nonesuch features a very scenic, well maintained golf course, a modern 2,500
square-foot clubhouse, a full-size practice range, two putting greens, and golf
academy, and is probably Riverside’s chief competitor, as borne out by the results of
the golfer survey.

e The owner of Nonesuch River Golf Course in Scarborough is now leasing Dunegrass
Country Club in Old Orchard Beach, and the two courses are being marketed
cooperatively, including membership and stay-and-play packages. Single
memberships at both courses are $1,395. For an additional $100, golfers at both
courses can play the other course any day of the week (on Saturday and Sunday,
after noon only). Nonesuch management told NGF that about 20% of its total play
comes from its members.

e The Dunegrass golf course, which opened in 1998 and includes a banquet center
within its spacious clubhouse, had fallen into poor condition last season and the goal
of the new lessee is to restore the course to its former condition. Some of the
projects planned include restoring all the tees and upgrading the irrigation system.
Greens and fairways will get extra attention. Dunegrass is known for its nice layout
and pleasing scenery and, if improved, could once again become a secondary
competitor to Riverside, especially in light of the co-marketing strategy with
Nonesuch.

e Tourist play is an important supplement to member and local daily fee play in the
greater Portland market. Portland proper receives many leisure and business
travelers, and areas such as Saco, Old Orchard Beach and Scarborough have many
summer visitors and seasonal residents. Several area golf courses are aggressive at
marketing stay-and-play packages; the most active of these are
Nonesuch/Dunegrass and Sable Oaks, which is owned by the corporation that owns
the Marriott and Holiday Inn on property.

e Based on interviews with area golfers and golf facility operators, the market
perception of Riverside GC is generally mixed. Golfers recognize that it is a scenic,
historic course with a classic layout and generally good maintenance conditions.
However, numerous NGF interviews indicate that there are some negative opinions
held about Riverside and the City’s oversight of the facility. Recurring themes
centered around the facility being “dysfunctional”, unwelcoming to players that were
not regulars, and a “private club for their members”. Also, there is the perception
among many that budget constraints have resulted in a weakened product.

¢ The introduction of newer daily fee golf courses in Riverside’s trade area since the
late 1990s, such as 18-hole facilities Spring Meadows in Gray, Dunegrass in Old
Orchard Beach, Toddy Brook in North Yarmouth, Fox Ridge in Auburn, and Old
Marsh Country Club in Wells have almost certainly contributed to the decline in play
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at Riverside GC and other area courses. New 9-hole tracks such as Deep Brook and
Saco and Highland Green in Topsham have also affected play for Riverside South.
The reduction in membership fees at Falmouth CC has also likely had an impact on
Riverside’s membership.

Fees

e The pricing convention in this market includes a peak “summer” season that
stretches from roughly June through September, with two off or “shoulder” seasons
from opening to June and from October to close. Also, there are moderate fee
increases for weekend play. Rates are highest in the mornings, with most clubs
publishing discounted afternoon rates. Some clubs have an intermediate afternoon
rate before twilight kicks in during mid to late afternoon (depending on time of day,
may be for unlimited play). Discounts for juniors are common (often with time/day
restrictions), though senior discounts are not common.

o Green fees among the competitive set NGF analyzed fall within a relatively narrow
range and reflect a relatively blue collar market, with weekend walking green fees
topping out at about $50 (Dunegrass and Biddeford-Saco).

¢ Riverside is most similarly priced to Val Halla GC, is moderately higher than local
family-owned Gorham CC and Willowdale, and is moderately lower than Nonesuch
River, Sable Oaks, Spring Meadows, and Toddy Brook. Though Dunegrass and
Biddeford-Saco are priced at the high end of the market, Dunegrass discounts off of
its rack rate through various channels and is a low volume golf course, and
Biddeford-Saco does only about 20% daily fee rounds (there are reportedly 500 total
members and it costs $2,000 to be placed on a waiting list).

¢ Riverside GC is at the low end of the scale for membership pricing. For both singles
and couples, Riverside’'s membership costs are the lowest of the facilities profiled.
This is especially true for Portland resident pricing.

o The use of fee discounting in this market appears to be becoming more common,
typically through advertised specials in the newspaper, web specials, and use of third
party internet wholesalers such as golfnow.com. However, the use of these
wholesalers to move inventory, especially during off peak demand periods, is less
prevalent in the Portland market than we’ve observed in many other markets, likely
owing to the generally low fee structures in this public golf market.

e Another way that golfers can get discounted play at the facilities they play most
frequently is through purchase of multi-play cards, which are very common in this
market, with 8- and 10-play cards being the most typical. Loyalty/frequent player
programs are not as prevalent in the Portland market as in most markets, though we
did note a couple among the primary competitive set: Gorham Country Club has a
free Preferred Player’s Card, which awards a point for each dollar spent (essentially
equates to a 10% discount); Sable Oaks has a more traditional loyalty program, the
Inner Club Card that entitles holders to $29 walking / $39 riding fees with no
restrictions, for a one-time fee of $219.

Rounds Played
¢ Due to the limited season and relatively small population base, average rounds
played per facility in this market are among the lowest in the country. Rounds played
ranged from 11,000 to 12,000 rounds at both Dunegrass and Toddy Brook, to a
reported 40,000 rounds at Biddeford-Saco Country Club, which reports 500
members, about 140 of which live locally and are active, and stays open for a
relatively long season.
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Excluding Gorham and Willowdale (family-owned courses that “don’t track rounds”),
the subject courses, including both Riverside North and South, averaged about
22,000 rounds per 18-hole equivalent in 2011. Excluding 9-hole Riverside South and
outliers Toddy Brook, Dunegrass, and B-Saco, the average was slightly higher at just
over 23,000 rounds.

Weather depending, most area clubs open in late March and attempt to stay open
until early to middle November. Due to the mild winter, many Portland area clubs
opened early in 2012. Opening and closing dates each year can determine whether
a club has a successful year.

All of the clubs profiled offer some type of unlimited play season pass or
membership, with most also offering weekday-only or five-day memberships, junior,
and senior memberships. There are also a variety of other memberships based on
age (e.g., Toddy Brook’s “Young Adult Anytime” memberships for golfers aged 19 to
39).

Members account for varying levels of play at the subject courses. In comparison to
Riverside’s 44%, members play about 20% of the rounds at Nonesuch, 43% at Sable
Oaks, 60% at Val Halla, and about 70% at Biddeford-Saco.

The greater Portland area, like much of New England, is an active league and
outing/tournament market, though both the size and frequency of larger tournaments
seem to have diminished in recent years due to the economy. League play acts as a
very important supplement to regular daily fee play during weekdays. Tournament
play is also an integral programming component, as large outings contribute greatly
to the bottom line, while also exposing potential new customers to a facility. Among
the most active outing facilities profiled are Val Halla and Sable Oaks, both at about
2,500 annual rounds, as well as Nonesuch River and Spring Meadows (estimated
1,500 to 2,000 annual outing rounds).

Market golf operators reported a significant drop-off in rounds played between the
mid / late 1990s and the mid / late 2000s. The drop-off in per-course activity levels,
both regionally and nationally, has been attributed to several factors, including
emerging socio-economic trends and an oversupply of public golf courses fighting for
market share in markets where golf demand is flat. In many areas, this trend was
exacerbated by the aftereffects of the September 11 tragedies.

More recently, economic factors such as high unemployment, high gas prices, and
lower discretionary income have had an effect on golfing habits. Golfers appear to be
gravitating toward lower priced rounds, such as weekday or twilight, and curtailing
their spending on food & beverage and merchandise. Additionally, large outing/
tournament and banquet business is off at many golf facilities.

Accounting for weather variations, per-course rounds played seem to have bottomed
out and stabilized over the last several years.

Synopsis of Representative Maine Municipal Golf Operations

Below, we provide brief summaries of two municipal golf facilities operate and how they have
fared recently. The synopses are provided for illustrative purposes only, and are not intended to
be apples-to-apples comparisons to Riverside Golf Course.

Cumberland, Maine

The Town of Cumberland, Maine owns and operates the 18-hole regulation Val Halla Golf
Course. The facility, which opened in the mid-1960s, is run as an Enterprise Fund and falls
within the Town’s Community Education and Recreation Department (Val Halla’'s Director of
Golf is also the Director of this department).
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For FY 2012, the Town is projecting to break-even operationally on revenues of about
$650,000. NGF was told that the operation has generally lost a moderate amount each year on
operations, but that the Town is willing to fund these losses due to the overall community
benefit. The Town does not assign an administrative charge to the Golf Fund. Any needed large
scale capital improvements are funded out of the general fund, and small projects funded by the
golf fund can be accomplished without bid by the Town’s Public Works Department (during
NGF's visit, an $8,000 project was underway to build four new tees and a putting green).

Annual rounds played at Val Halla have been about 21,000 to 22,000 in recent years, with 420+
members accounting for about 60% of total play. This is up substantially from the mid-2000s
when the club did only 16,000 to 17,000 rounds. Since then, the condition of the course has
improved dramatically to the point that the golf course is considered one of the better values in
Maine public golf (peak green fees are very similar to those at Riverside). Val Halla is also an
active venue for large outside tourneys, with 30 to 35 large annual events producing about
2,500 rounds. Management consistently stays in touch with customers through their large email
database (addresses collected through Active Golf booking engine as well as Constant
Contact). Yield management is also practiced via golf18network.com and golfnow.com, which
post tee times at discounts of up to 50% depending on number of players and time of day.

Val Halla is one of the more active golf courses NGF has seen with respect to both junior and
adult programming (including programming that appeals women, such as the “Wine and 9”). Val
Halla, despite Cumberland’s small population of less than 8,000, has about 400 participants in
its junior program. The Director of Golf is also very active at implementing the PGA of America’s
latest player development programs, including Tee it Forward, Get Golf Ready, and Golf 2.0 —
programs that are facilitated by golf course’s family tees.

The clubhouse at Val Halla is an attractive, modern two story multi-purpose building that is now
home to the Maine State Golf Association, Southern Maine Women’s Golf Association, Maine
Golf Foundation, Rachel's on the Green restaurant, and the First Tee of Maine. The clubhouse
was funded with 25-year General Obligation debt, which has subsequently been fully paid off
after the Town sold the office, meeting and banquet space to the MSGA. Rachel’s, which
includes an outside deck, rents space from the Town for a moderate amount, but the Town pays
for utilities and budgets a small overall loss on food & beverage.

Bangor, Maine

The City of Bangor, Maine owns and operates the 27-hole regulation Bangor Municipal Golf
Course. The facility, opened in 1964 and designed by Geoffrey Cornish, is run as an Enterprise
Fund and falls within the city’s Parks and Recreation Department. Though this facility is located
more than 100 miles away from Portland to the northeast, we provide the following for
informational purposes:

¢ Dalily fee pricing is similar to that of Riverside for 18 holes, at $32 plus $15 per
person cart. Unlike Riverside, Bangor does not offer resident discounts for daily fee
play, and rates are the same throughout the week. Residents do receive a discount
for memberships. Nine-hole rates are $16 plus $7.50 cart. Bangor also offers 10-play
passes.

e For Fiscal Year 2010-11, the city reported total revenues of $644,546 and total
expenses of $706,940.

e Expenses included $68,000 in inter-fund charges $56,500 in debt service, and just
over $83,000 in depreciation.

e The golf course has 3 full-time equivalent employees and reported total labor and
benefits of just under $331,000.
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EXTERNAL FACTORS SUMMARY

Some summary points about the overall market environment within which the Riverside GC is
operating, and factors affecting these golf operations that are generally uncontrollable by the
golf courses and the City include:

¢ National trends in the golf industry are generally not favorable for operators. The total
number of “core” golfers is declining and total spending on golf is declining along with
them, while the total number of golf facilities has expanded in the last ten years,
leading to a decline in per-course rounds and revenues. The NGF has also
documented a rapid inflation in expenses to operate golf facilities nationwide.

¢ Among the keys to growth in golf activity will be increasing participation among
minorities and females. Beginner-type facilities such as Riverside Executive (South
Course) and the Riverside learning course can be helpful in meeting this challenge.

o The greater Portland area has many favorable attributes related to economic activity
that can translate to high golf activity. Large employers, convenient transportation
infrastructure, and higher incomes will all contribute to a continuing vibrant golf
economy.

e The older age and higher income demographics of Portland are generally consistent
with higher-than-average participation in golf. However, the older age may be a
longer-term concern for Portland golf as replacing older golfers with new younger
golfers will be a critical element in the longer-term success of Portland golf courses.

e The overall golf market in the Portland metro area is large, with upwards of 420,000
rounds of golf potentially demanded at area golf courses. Overall participation in golf
is predicted to be lower than average in the Portland market, due largely to the
shorter golf season, but it may also be reflective of the ‘blue collar’ nature of the
population.

¢ Along with the NGF estimated number of golfers comes several golf courses,
including 20 total golf facilities within 15 miles of Riverside GC. Of these facilities,
only one 9-hole course was added in the 10-mile Riverside market area since 2001
(favorable). The overall ratio of households to golf courses is unfavorable in the
Portland market, and more is needed to stimulate greater activity from the lower
participation households through lessons and other stimuli.

e The golf market in the greater Portland area is highly weather dependent, with length
of winter and rain-out days in summer playing a key role in revenue generation.

o The NGF review showed that Riverside GC is priced at the lower end of the scale in
comparison to other area golf courses open and available to the public. This is
especially true of pre-paid annual green fee passes, where Riverside GC is the
lowest priced in the market, especially with respect to Portland resident pricing.

e Based on interviews with area golfers and golf facility operators, the market
perception of Riverside GC is generally mixed, with positive reactions to the scenic,
historic golf course and negative reactions about Riverside and the City’s oversight
of the facility. Recurring themes centered around the facility being “dysfunctional,”
unwelcoming to players that were not regulars, and a “private club for their
members.” Also, there is the perception among many that budget constraints have
resulted in a weakened product.
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Summary of NGF Consulting
Recommendations

NGF Consulting has prepared a schedule of recommendations for the continued operation of
the Riverside Golf Course. These recommendations have been organized into three main
categories: (1) basic oversight and structure; (2) physical enhancements; and (3) operational
recommendations.

BASIC OVERSIGHT AND STRUCTURE

The NGF Consulting recommendation for the future operation of the Riverside Golf Course is
based on our understanding of the economic performance of the facility and the City’'s need to
maximize this performance. The following section summarizes the options available to the City
of Portland by presenting descriptions of the most typical operational structures for public sector
golf facilities, as well as advantages, disadvantages and public policy implications of each.
Before presenting the recommended management arrangement for the City’s golf course, NGF
Consulting has presented four basic options the City could consider for golf facility operations.

Operational Considerations

These options, which are presented in order of most direct City involvement to the least City
involvement, include:

1. Self Operation: As with the City of Portland, the municipality operates and maintains
the facilities, often under direction of the Director of Parks and Recreation (or
Community Services) and with an on-site Manager (General Manager and/or
Director of Golf) and Superintendent who are public employees.

2. Concession Agreements: Similar to a lease agreements and can come in several
types or combinations. The key areas of operation include Pro Shop, Food and
Beverage and/or Maintenance and involve the municipality contracting for one,
some, or all of these services. One subset of this concept includes multiple
concessions, a system in which the municipality creates multiple contract
agreements for separate entities for each facet of the golf operation.

3. Full-Service Management Contract: Hire a management company to operate all
aspects of the golf facility.

4. Operating Lease: Lease the facility to a private operator in exchange for an annual
(or monthly / quarterly) lease payment to the municipality. Operator is typically
expected to make capital improvements, the extent of which are determined by the
length of the agreement.

Management contracts and operating leases are the most commonly used terms to describe a
contract between a municipality and a private golf course operator. Each has significant
differences, but also several common characteristics. A general discussion of the common
operating structures, along with key advantages and disadvantages of each, is presented
below.
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Option 1: Self-Operation by Municipality

Self-operation gives the municipality the greatest control over golf operations, including
personnel, course maintenance, policies and procedures, hours of operation, fee schedules,
and operating and capital budgets. All revenues would be available to pay for operating and
maintaining the facilities.

Advantages of Self-Operation
e Direct municipal control of the assets.

o All workers are municipal employees.
o Full participation in upside revenue potential.
¢ Allows the option to convert program to another structure at later date.

Disadvantages of Self-Operation
e This option requires the highest municipal administrative support for the operation.

¢ The municipality may lack necessary expertise in managing golf facilities.

o Employees are subject to public labor policies for wages, benefits (if applicable),
termination policy, etc.

e Municipality supplies all retail merchandise, golf maintenance equipment and other
key furniture, fixtures, and supplies; may have to carry liquor license.

e Golf operation may experience fiscal loss and require subsidies from General Fund
(i.e., taxpayer support).

Discussion and Policy Implications

Self-operation represents the status quo model for Riverside GC, and is one of the subjects of
this operations review. The results of the study will help determine whether Riverside GC would
likely have better economic performance under one of the alternate models we will discuss next.

A key consideration here is that the City of Portland has been budgeting to revenues due to the
recent financial performance of the golf course — a strategy that can ultimately result in
increased operating deficits. Therefore, if the conclusion is that some type of private operation
would result in better financial results, the City must then make a public policy decision centered
around several issues, including the importance of using public labor, the community benefit of
providing affordable recreation to its citizens, and preserving the access to programs such as
high school golf, the First Tee Program, winter activities, and Club activities. We should note
that these latter objectives will not necessarily be precluded under some type of private
operation, but requirements in this area may make the desired private company profit more
difficult to achieve.

Option 2: Concession Agreements

This form of agreement is similar to a lease agreement. However, a concession agreement
usually involves granting a license to operate a facility rather than the right to occupy the
premises. It is very common in the golf industry, especially in the pro shop and food and
beverage service areas. At one time or another, each of these concession arrangements were
utilized at Riverside GC.

Food and Beverage Concession

The most common concession agreement at municipal golf courses nationwide and in the
northeast is the food and beverage concession. This agreement typically covers all aspects of
food and beverage operations and is in place in many municipalities due to factors such as the
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inherent difficulty of making these operations profitable, lack of expertise at the municipal level,
and restrictions on public sector agencies holding liquor licenses. These agreements will
typically involve the concessionaire owning all revenues and paying a share to the City (typically
between 5% and 10% of gross revenue, depending on the type of facility). The concessionaire
is responsible for all direct expenses (cost of sales, labor, materials, etc.) and typically providing
some capital investment such as kitchen equipment. If banquets and other non-golf events are
hosted at the facility, the concessionaire would have rights to provide all food and beverage
service but room rental fees often belong all or in part to the municipality.

Pro Shop Concession

The second most typical concession agreement is for the Pro Shop, including one or more of
the cart, merchandise, lesson, and driving range revenue centers. The most common pro shop
concession agreements usually involve the municipality owning all green fees, along with
varying percentages of the other revenue centers noted above. Pro shop concessionaires
typically own the merchandise and lesson operations, and then receive payment from the
municipality for a share of certain revenue centers in exchange for incurring the direct expenses
related to golf operations. In some cases, there is reimbursement to the concessionaire for
providing starter and marshal services. All money will typically flow in one direction with either
the municipality collecting all revenue and paying the concessionaire, or vice-versa. Because of
the short term of most pro shop concession agreements, there is little incentive for the
concessionaire to make major investments.

There are also hybrid arrangements under which the concessionaire receives a management
fee; in these cases, depending on the amount of the management fee, the percentage of
concession revenues going to the municipality is larger. Combination agreements are most
often seen in cases where IRS rule 97-13 (regarding management agreements permissible
when tax-exempt financing is in place at a facility) comes into play.

Maintenance-Only Concession

Another area of separate concessions is in maintenance-only contracts. In this case, the pro
shop and food & beverage operations would operate under separate concession agreements, or
one or both by the municipality, but the maintenance function is outsourced to a private entity.
This model has become more common in certain areas of the country where labor costs for
maintenance are increasing too rapidly to keep under control, or where maintenance staffs have
been reduced to the point where the overall quality of maintenance has deteriorated. Golf
course maintenance, including associated labor, is almost universally the largest single line
expense item on a golf course’s operating budget. This is especially true in public sector golf
operations, when employee wage and benefit costs are often significantly higher than in the
private sector.

There are a number of companies that specialize in fixed-fee outsourced golf course
maintenance, and these companies are able to offer considerable maintenance cost savings
due to several reasons, foremost of which is the ability to employ cost-effective manpower and
scheduling strategies, which most municipalities are constrained from doing. Additional savings
are often achieved through the ability of the larger companies to leverage national purchasing
agreements for equipment, materials, and supplies, and through other economies of scale.

Advantages of Concession Agreements
e The municipality is generally removed from the day-to-day operation (in a pro shop
concession) in exchange for green fees and a pre-determined percentage of other
gross receipts.
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¢ Concession agreements provide some control to the municipality for items such as
pricing, marketing, and availability (though less control than a management contract).

¢ The term of a concession agreement is typically shorter than an operating lease.

¢ In a maintenance-only contract the vendor will typically provide all maintenance
equipment.

o The agreement(s) will typically include a reduction in labor expense (especially
maintenance labor) with comparable quality.

o Flexibility — the municipality has the option to retain one or more of the elements of
the operation, or remove one or more of the elements at each renewal period.

e The municipality can participate in upside revenue potential.

Disadvantages of Concession Agreements
e Concession agreements do not provide guaranteed revenue to the municipality and
the municipality will still be responsible for most capital expenditures (operating risk
is reduced, but still shared between vendor and municipality).

e Possible conflict between concessionaires when multiple concessions.
o Reduces opportunity to attract private capital.

e If contracts do not expire simultaneously the municipality may end up tied to a
contractor for longer than truly desired.

o Contract enforcement still requires municipality staff time and overhead expense,
although this should be reduced from the self-operation scenario.

o When multiple concessions are in place the municipality is paying multiple
concession fees, each one of which includes a built-in profit for the concessionaire.

Discussion and Policy Implications

The advantage to concession agreements is the municipality’s relief from day-to-day operational
responsibilities, while still retaining control of the operation and keeping some community
service benefit. The structure generally results in decreased labor costs, as employees belong
to the private vendor (maintenance labor may remain public). The structure can also result in
reduction of a municipality’s administration / overhead expense charged to the golf fund,
especially when the formula is based on an allocation tied to number of full-time employees.

Option 3: Full Service Management Contract

The primary goal of a management contract or management agreement is to provide a golf
facility with a single experienced, professional operator to be responsible for all aspects of the
golf facility, thus relieving the municipality of this task. In a typical management contract, the
municipality hires a firm that is charged with all management and maintenance responsibility.
The municipality funds all capital improvements, and the management firm hires all employees.
Because employees work for the management firm and not the municipality, payroll costs are
likely to be less than under self-operation.

The management firm collects all revenue and provides accounting reports to the municipality.
All revenues belong to the municipality, as well as the responsibility for all expenses. The
municipality reimburses the management firm for all payroll and pays the firm a management
fee. Typical services provided under the management agreement include, but are not limited to:

e Personnel /Training /Human Resources
e Payroll / Benefit Administration
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¢ Budgeting

e Marketing

e Accounting and Reporting
¢ Tee Sheet Management
¢ Agronomic Support

While the management company performs these functions, the municipality retains overall
control of the operation and is the ultimate determinant of items such as fee structures,
compensations, policies, employment practices, etc. (though it receives considerable input from
the management entity).

The management firm submits detailed budgets to the municipality prior to the operating year.
The municipality monitors the firm's utilization of budgeted funds and is responsible for any
unforeseen expenses beyond the control of the management firm. Because of the close working
relationship between the municipality and the management firm, the changing golf economy,
and capital requirements of golf courses, the typical management contract requires frequent
revision. The length of the typical agreement is relatively short, two to five years, and may
include option periods. The most typical initial term is five years.

The management firm collects all revenue and provides accounting reports to the State, who
reimburses the management firm for all payroll expenses and pays the firm a management fee.
The most typical management agreement that NGF observes today involve compensation that
comprises a fixed dollar amount plus an incentive component that is predicated on percentages
of gross receipts or net income, over and above the established minimum revenues (terms may
be influenced by IRS regulations if tax-exempt bond financing). The incentive earned is typically
predicated on the municipality achieving its predetermined goals with respect to financial
performance. Also, the operating expense budget must be maintained at the original projection
for incentives to be earned. Total compensation to the management company varies depending
on the size of the facility and the level of responsibility of the management firm, but the industry
“standard” is 3% to 6% of total facility gross revenues, including incentives, with a minimum of
$60,000 for a regulation 18-hole facility.

Advantages of Management Contracts
¢ Reputable management companies generally possess experience and expertise in
all facets of golf facility operations, including marketing, maintenance, tee sheet
management, merchandising, and food & beverage operations.

e The very nature of the agreement ensures that management company interests with
respect to the golf course are aligned with the interests of the municipality/owner.

o Marketing and overall operating cohesion and effectiveness is generally maximized
under this structure if a qualified company is chosen.

e A single entity controls every aspect of the golfer experience from the time he or she
sets foot on the property.

e There is substantial upside to the municipality when a facility is on the upswing, as
the municipality owns all of the net revenues, minus incentives earned by the
management company. Also, incremental revenues generated by capital
investments belong to the municipality.

e Operating costs may be reduced because the management firm hires all employees
at costs that can be less than what the municipality would have to pay. (This benefit
accrues mostly to municipalities that manage and/or maintain their facilities with
public labor).

National Golf Foundation Consulting, Inc. — City of Portland — Riverside Golf Course — 61



¢ Though mutually agreed upon budgeted expenses are the responsibility of the
municipality, the management entity provides all on-site staff and performs the
management and maintenance functions. However, the municipality retains overall
control and remains the ultimate authority on fee structures, compensation, policies,
employment practices, etc. Therefore, the management contract provides the most
flexibility and municipal control of any structure short of self-operation.

Disadvantages of Management Contracts
e Though this option offers the municipality more control than with an operating lease,
it offers less control than self-operation.

¢ The municipality still needs a person in the structure with golf course expertise who
could spend sufficient time overseeing the golf operation and contract compliance.

¢ Unlike an operating lease, management contracts do not provide a guaranteed
income for the municipality, and the fixed portion of the management fee is
guaranteed as long as the contract provisions have been met. Therefore, positive net
operating income to the municipality is not assured and operating risk remains with
the municipality.

¢ Unlike with a lease agreement, the municipality would still be responsible for the
capital improvements.

Discussion and Policy Implications

The full-service management contract structure can result in significant positive results and is an
option that is typically considered as a reaction to insufficient economic performance and the
inability of municipal staff to either appropriately operate the golf course (management,
marketing, maintenance, etc.), or control expenses. The overall quality of these types of
agreements rests with the municipality’s ability to find a qualified company, negotiate a contract
that is “win-win” for both sides, and then provide proper oversight to see to it that the contract is
complied with.

In conjunction with a well-constructed contract, the management contract form of operation
provides the controls necessary to protect a substantial asset. A management contract, unlike a
lease agreement, offers no assurance of a net profit to the municipality. In the case where a golf
facility is experiencing, or expects to experience, an upswing in revenues due to factors such as
an improved product or new capital investment, the management contract provides the greatest
amount of up-side revenue potential to the municipality, and allows the municipality to reinvest
in operating and capital programs. Finally, this option provides the most flexibility of any
management style short of self-operation.

Option 4: Full Service Operating Lease

The primary goals of an operating lease are to relieve the golf course owner (municipality) of all
operating concerns, to ensure a minimum rent payment to the municipality, and to improve
and/or protect the asset. An operating lease is similar to a management contract in that the
lessee, like the management firm, hires and fires all employees and is responsible for the day-
to-day operation of the facility. The difference between the two is that the lessee would be
committed to pay all operating expenses, supply equipment, and, typically, provide some capital
for investment in the golf facility. The ability of the selected private vendor to have control over
the labor resource at the facility, and not have to pay “municipal” wages and benefits, is key to
successful lease arrangements. Operating leases are typically for a longer term (typically 10+
years), especially when large lessee capital investment is involved.

National Golf Foundation Consulting, Inc. — City of Portland — Riverside Golf Course — 62



In exchange for incurring all operating expenses and capital upkeep, the private lessee would
receive most (if not all) of the revenue and pay the municipality either a flat payment (flat lease)
or a percentage of revenue (percentage lease). In today’s golf economy, there are fewer and
fewer properties for which the economics of a lease work for both parties, as reduced net cash
flows often will not allow for guaranteed minimum lease payments, profit for the lessee, and
funding of required capital improvements. Also, IRS regulations (e.g., rule 97-13) may preclude
this option entirely if tax-exempt bond financing of facility improvements is an issue.

Advantages to Leasing
o Burden of Risk. If structured appropriately, leasing the facility to a private entity can
shift the burden of operational risk to the lessee. This includes the risk associated with
rapidly rising labor and other expenses, as well as potential continued downturns in
revenues. Barring a breach of the contract, the municipality could have a guaranteed
net revenue stream. The only expenses remaining with the municipality will be those
associated with administering the contract, oversight, and compliance.

e Simplicity. The City's day-to-day administration of Riverside GC could be
significantly reduced or eliminated, thus reducing or eliminating the “services of other
departments” City expense. (As with all privatized management options, the City
should still have a person who has golf course expertise monitoring the operation and
enforcing contract compliance).

o Capital Improvements. Depending on the relative attractiveness of the business
opportunity to the private entity, the lease terms could require (or at least incentivize)
the lessee to make, or at least contribute significantly to, needed capital
improvements (e.g., bridges, clubhouse, driving range, etc. in case of Riverside GC).

¢ Maintenance Equipment. The lessee would be responsible for providing
maintenance equipment and golf carts, or could assume the balance of existing
leases.

¢ Reduce City Involvement. Minimizes political influence with less direct involvement
of the City in setting fees, policies, and practices.

Disadvantages to Leasing
e Control. This lease option offers municipalities the least amount of control over the
golf course operation, especially with regard to pricing and community benefits
(leagues, clubs, high schools, winter activities, etc.).

e Profit Motive. This is closely tied to the control issue. If not carefully executed, a
lease arrangement may conflict with the objective of providing an affordable
recreation activity for residents, as private objectives (including maximizing return)
can often be in opposition to public objectives (e.g., providing a community service).

¢ Revenue Constraint. As would be expected when one party shares a
disproportionately low share of the risk, the municipality would receive less of the
upside revenue potential than it would with a management contract.

e Long Term. Leases are typically for a long term, especially if capital improvements
are required in the lease agreement. This makes it difficult to get out of the lease,
should the municipality become displeased with the lessee’s operation of the facility.

e Down Market. The lessee may be forced to cut maintenance expenses and/or raise
fees if revenues do not meet expectations. Unexpected golf market downturns often
lead to declines in property condition or the lessee seeking to renegotiate terms or
even bail out.
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Discussion and Policy Implications

While leasing of public sector golf facilities was popular in previous decades, its popularity
waned in the 1990s as golf revenues were increasing and public agencies began to see what
they thought were large sums in golf revenue going to an outside vendor and not being
reinvested in the facility or going as profit to the municipality. However, since the turn of the 21°
century, leases are again becoming more attractive to municipalities in the face of public sector
budget challenges. Leasing out the golf operations shifts the burden of operating risk to the
private vendor, helps to reduce (or eliminate) large fiscal losses, and, in some cases, provides a
guaranteed revenue stream to public agencies. In most cases, the vendor will also contribute to
capital improvements.

Although the appeal of turning everything over to an outside agency does have merit, especially
in terms of transferring operational risk, we should note some downsides of this option. First, the
City would have much less control over operational issues such as pricing and programs.
Second, it may be difficult to attract an acceptable vendor with lease terms palatable to both the
City and the vendor, especially in light of the significant capital improvements that Riverside
requires. Trouble in lease agreements often results from arrangements where one party is doing
considerably better than the other. If the deal is too favorable to the municipality, the lessee may
struggle and the facilities could suffer. Likewise, if the deal is too favorable for the vendor, the
City could experience lower returns than expected.

Key Considerations and NGF Recommendation

In order to determine the best operating structure for Riverside Golf Course going forward, the
City of Portland must weigh several key considerations related to:

e Economics - including need for significant capital spending, and the possibility of
continued and ongoing operating deficits.

e Public policy implications — including whether golf should be considered a public
service/accommodation due to its overall value to the community, how the Riverside
Golf Course facility, in its present condition, reflects on the image of the City of
Portland, and whether privatizing the operation is politically palatable.

From the economic standpoint, NGF believes that Riverside GC has a chance to make a small
operational profit under continued self-operation if the City enacts key recommendations NGF
makes in this report. However, we believe this will require significant investment on the City’s
part to improve the facility infrastructure and support amenities (especially clubhouse). The City
must also stop deferring maintenance and budgeting to revenues - practices that are not
sustainable for the long term. Improving economic performance significantly, which will still not
likely be sufficient to cover the debt service associated with the needed capital investment, will
also require the City to, among other things:

e Commit to modernizing technology and systems, including the POS, and creating an
on-line reservations system.

¢ Facilitate the changing of the entitlement culture that exists at the club, even if it
means making the transition to a daily fee club that has a limited number of season
pass holders.

e Hire a strong on-site manager with golf operations experience (more on
responsibilities of this position later in this section) and reduce direct City
involvement in day-to-day operations.
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o Consider putting the Golf Enterprise under the Recreation Department, which can
devote more time to it than a Public Services Department that has many other time-
consuming and critical responsibilities for the City.

¢ Enact policies that will allow the golf fund to operate as a business; for example,
eliminating or mitigating cumbersome policies regarding management’s ability to
utilize short-term fee adjustments/create specials, and other policies that constrain
the implementation of best business practices.

¢ Make a strong commitment to programming (both junior and adult), which will help
ensure the long-term viability of Riverside GC.

From a public policy perspective, if the City continues to self-operate Riverside GC it must
decide if golf makes more sense as a General Fund operation. NGF believes that Riverside GC,
as currently operated, has several of the characteristics of a public accommodation model (e.qg.,
no-fee winter uses, arrangements that benefit the City rather than the Golf Fund, funding of
operating deficits and improvements such as the planned south clubhouse with taxpayer
dollars). Additionally, the golf fund is constrained by operational and other policies that inhibit
best business practices expected of an enterprise fund operation.

If the City decides that Riverside GC is a public accommodation that can be funded, like tennis,
swimming pools and passive parks, out of the General Fund, then this implies the City is willing
to fund potential operating deficits and service the debt necessary to bring the course and
support amenities (e.g., clubhouse) back to where they are a source of pride for the City.

On the other hand, the City may decide that the public benefit to the City of owning and
operating Riverside is not enough to justify taxpayer subsidy, and therefore must be self-
sustaining. In either case, NGF believes that some or all of the capital improvements identified
in this report must be undertaken. Some may not necessarily tie directly to revenue increases or
pay for themselves, but are necessary for other reasons (e.g., potential code violations in the
clubhouse, how conditions reflect on the City of Portland). NGF believes that the current
$55,000 to $60,000 set aside to improve clubhouse lockers and restrooms are necessary, but
not sufficient, and reflect a short-term “Band-Aid” approach and not a long-term solution.

Given the need for extensive capital improvements, the City will likely face another key public
policy decision — whether to solicit bids for a private entity to come in on a long-term lease basis
and fund some or all of the improvements. (We note that a management contract might result in
improved operational net due to the advantages noted above for this type of structure, but the
issue of funding needed capital improvements would remain). Alternatively, the City can fund
these improvements out of the General Fund.

NGF Recommendation

Given the context provided above, if the City is not ready to shift its thinking and treat Riverside
Golf Course as a public service rather than a self-sustaining enterprise, and/or if it is unwilling or
unable to fund the improvements necessary at Riverside Golf Course, NGF recommends that
the City solicit bids for a long-term lease of the property. We also recommend that this
solicitation include the requirement for significant capital investment (including the main
clubhouse) from bidders. The City should then enter into a formal operating lease only if a
gualified private vendor is committed to contributing direct capital investment into the
Riverside GC property in exchange for a longer-term (15+ years) lease agreement. Given
the realities of the Riverside operation and the present golf market, the City should not
expect a large annual cash lease payment from the vendor under any operating lease
agreement.
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NGF recommends that if the City of Portland continues to self-operate Riverside GC that it
commit to implementing the key NGF recommendations outlined in this report. One of the most
important of these recommendations is the addition of a strong on-site manager with golf
operations experience reporting to the Director of Recreation and with limited day-to-day
operational interference from the City government. The key responsibilities envisioned for
the on-site manager would be:

¢ Manage efforts to modernize and maximize use of technology and systems (e.g.,
utilize customer origin tracking, email database creation and marketing modules from
POS system). Create an on-line reservation system.

o Tee sheet management — work with existing golf course staff to fine-tune pricing
based on a demand analysis, and utilize yield management to maximize revenue
from high-demand tee times, and discount lower-demand tee times to increase
activity.

¢ Create and implement formal marketing programs and strategies. Modernize and
dramatically improve the website, which should be separate from the City website.
Develop stay-and-play packages with local hotels.

o Direct selling of tournaments.

o Actively manage the tee sheet to find the right balance between member and daily
fee access/play.

o Manage the expectations and entitlements of the members with the goals of making
the atmosphere more welcoming, and changing Riverside’s perception in the market.

o Cultivate a strong player development program.

SPECIFIC PHYSICAL RECOMMENDATIONS

In an effort to raise the quality of the golf course and help to improve performance, the City must
be prepared to make some capital investment in the golf course. While the Riverside Golf
Course was in generally good overall condition during the NGF visit, it was clear that some of
the reductions in maintenance have had impact and that there are some actions/investments
that the City could make as a way to enhance revenue and/or reduce expense. These are
outlined below:

NGF Recommended Riverside GC Physical Improvements

In our review of the Riverside GC property, the NGF team identified a few areas that should be
on a priority list of upgrades that should provide a boost to revenue or help reduce the expense.
The main improvements we recommend for Riverside GC include the following:

e Main Clubhouse Improvement: Complete a program to upgrade the main clubhouse
to improve the appearance, improve functionality and make sure all systems are
working efficiently. This change should enhance revenue and will certainly reduce the
clubhouse maintenance and utilities expense.

e South Pro Shop: The City should go ahead with the already approved plan to build a
new South course pro shop structure, and place the new facility at a location that can
be seen from Riverside Street.

e Upgrade Maintenance Equipment: Work with the golf course Superintendent to
create a plan for securing the maintenance equipment that will be required for the
maintenance of the golf course. Newer and more efficient equipment will reduce the
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time required to maintain older pieces of equipment and add efficiency to the small
maintenance staff.

e Bridge on Hole #13: The City should add a new bridge to allow for access to holes
#13-17 on wet days, allowing for more rounds to be played and greater revenue.

e New Awning for the Deck: Purchase a new awning for the clubhouse outdoor deck.

e Fairway/Re-Grade Program: The City should commit to repairing the 17" hole and
other uneven portions of the golf course.

e Re-Open Driving Range: Re-open the range and promote it for enhanced revenue.

e Signage: The City should add directional signs (in compliance with local ordinance)
with the Riverside Golf Course logo at several key locations, including the 1-95
interchange with Riverside Street, on existing City signage in and around the City. A
new entrance sign should be added for both the South course and North course
locations. Be sure to note that the golf course is “open to the public.”

e Tree Care Program: The City of Portland should adopt a formal tree care program for
the golf course that allows for some thinning of trees to provide better air circulation
and sunlight to help golf course turf.

The NGF has previously estimated a total direct investment of over $1.1 million to complete the
above-recommended upgrades, the vast majority of which is for the clubhouse upgrade. The
NGF sees these investments as both necessary and likely to enhance operational performance
over the long-term.

SPECIFIC OPERATIONAL RECOMMENDATIONS

After our review of the Riverside Golf Course, NGF Consulting has also offered a set of
operating recommendations that the City should strive to have incorporated into the City golf
program, regardless of management structure. We have observed that a new, more aggressive
marketing attitude is taking hold in the last two years, although the City of Portland may want to
contribute/participate more in this effort in conjunction with the Golf Course Manager. In all,
NGF has observed a dedicated staff that is working to improve the physical and financial
condition of this property for the City. Therefore, the NGF will not list all of the positive efforts
already underway at Riverside GC, but rather note specific areas we recommend change or
enhancement:

Improve Use of Technology

NGF recommends that City of Portland continue to work to improve the use of technologies
available to the facility, such as the POS system. One key aspect that is recommended is to
create effective customer databases that can be used in marketing the golf facility. Other areas
to improve the use of technology include:

o Offer On-Line Tee Times — Utilize a system that allows for automated tee sheet to
be integrated with the POS. This includes the phone tee sheets and much is still
done by hand.

e Tee Sheet Management — Improvement in this area can help in yield management,
by identifying higher demand periods for premium fees and slower periods to
implement discounts (more in pricing recommendations).
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o Email Collection - Use existing technology to capture customer emails for use in
direct communications.

e Social Media — City of Portland should continue with its social media initiatives.
Many successful golf operators are using Facebook and Twitter, among others, as a
means to stay in communications with potential customers, get their name out there
and even attract a new, younger demographic.

Yield Management Practices

The Riverside GC Golf Course Manager should be given authority to monitor their tee sheets
and run specials “on a moment’s notice” to beef up activity during slow periods. This practice
should be monitored closely and will likely have impact in attracting new discounted rounds, and
will be especially effective if/iwhen a modified fee structure is employed.

Marketing Recommendations

The City should make a commitment to continuing with enhanced marketing efforts for Riverside
GC. City of Portland should commit to a golf marketing budget of at least $15,000 annually to be
divided:

o 25% for Internet (web) and other electronic marketing
o 50% for printed materials and print advertising
o 25% for other initiatives (promotions, tie-ins, TV and or radio spots).

Website

The Internet is having a larger and larger impact on golf as time goes on. Golfers, especially
when traveling, are using the Web more and more to find places to play. The City of Portland
golf website was discussed earlier and meets some of the basic criteria for success, although
more could be done to enhance the overall design and add features to make it more appealing
to golfers and easier to find. NGF recommends improvements to the branding on the website(s)
to include a consistent Riverside GC brand. This should be combined with all materials that are
geared towards creating and conveying a brand image as a high quality golf course with
multiple venues that can serve all of a golfer’s needs, including practice amenities. The fact
that the golf course is open to the public and that tee times are available to non-members
should be promoted. All of these items should be addressed in the Riverside GC website.

NGF also recommends that City of Portland expand its photograph program with more pictures
of the facility and individual components so they appear on the web, both in terms of the number
of photos and the prominence with which they are placed on the website. At present, there are
very few pictures of the facilities, and they are small and not prominent. It is important that the
pictures also serve to promote the golf course and the clubhouse (after upgrade). The most
successful golf websites designed by golf courses that consistently produce high rounds and
revenue typically have several pictures of all aspects of the facilities, including:

e Multiple pictures of the most scenic locations on the golf course
e Some even include at least one picture of each hole in the course description page

e Multiple pictures of the clubhouse, especially if the facility is active in selling
banquets and parties

e Pictures of practice facilities
e Pictures of key staff
e Prominent display of the facility logo on each page
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E-mail

E-mail databases are essential in today’s golf marketplace as a means of staying in touch with
the facility’s customer base. The City should continue to expand and update its database of golf
customers by collecting golfer emails. Riverside GC management should then expand the use
of email marketing and the inclusion of a golf-specific POS system with this capability will be a
plus. E-mail marketing, with the exception of word-of-mouth and free advertising, is the most
cost-effective advertising possible. In today’s market, it is essential to have and use an e-mail
database. E-mails can be captured in any number of ways (sign —up, online, discount cards,
etc.), with a notice that people on the e-mail list will receive notice of special promotions.

Basic Marketing Strategy

A marketing emphasis is critical to creating awareness, correcting misperceptions in the market
(e.g., the golf course is not open to non-members), and increasing daily fee and tournament
play. Efforts to enhance golf activity at Riverside GC should include (in order of importance): (1)
Website + golf-specific social media; (2) e-mail programs; (3) printed promotions /
advertisements and (4) improved signage. NGF notes that some of these activities were
ongoing at the time of the NGF review.

The marketing plan that the City adopts should be revised annually and address:

¢ Market conditions / target markets

o Competition — including pricing and any changes in policies, facilities, or apparent
market strategy

e Pricing

e Media sources and budget

e Specials / promotions

e Customer feedback, research, and follow-up

o Measurement (a mechanism to gauge the effectiveness of the marketing plan)

Other Key Components

Articles and Non-Paid Promotion. A good public relations campaign to get articles written in
national, regional, and local publications would be ideal. The primary goals/themes will be
stimulating trial of a golf course and making sure potential patrons know how to find the facility.

Rack Brochure. A quality, professionally produced rack brochure for Riverside GC should be
professionally developed as a fold-out piece with “Golf” in the upper 1/3 of the front page. An
enhanced commitment to distributing this piece and placing it in as many area visitor centers,
hotels, tourist attractions with information racks, restaurants with tourist racks, Chambers of
Commerce, etc. is reasonable. NGF research (NGF publication The U.S. Golf Travel Market)
reveals that 44% of all golfers play golf when they travel.

Scorecard. The present facility scorecard is overly simple and not reflective of a higher quality
golf course. A quality, professionally produced scorecard should be included at Riverside with
funds for the new cards potentially obtained through the sale of advertising space (limited) on
the cards themselves.

Tournaments and Outings. The Riverside GC staff needs to continue its program of direct
marketing to tournament and outing prospects to bring in a larger share of that business. Keys
to marketing in this segment include some direct contact selling, as well as actively seeking
groups, charities and corporations that have hosted tournaments in the past.
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Advertising. City of Portland should continue to place advertising on cable TV as is done at
present, but add some type of tracking mechanism to gauge effectiveness. Common ideas for
tracking include “mention this ad” specials and/or special offers that appear only in the
advertisement.

Social Media. Allow for the use of a golf-specific social media program comparable to other golf
courses. Many successful golf operators are using Facebook and Twitter, among others, as a
means to stay in communications with potential customers, get their name out there and even
attract a new, younger demographic.

Signage. As noted the signage for Riverside GC should be improved, to the extent that is
allowable by County, City, and local guidelines. The most significant upgrades involve both
general information signage and directional signage.”

Plan Execution and Sales

Of course, no matter how well conceived the plan, it will be useless if not effectively executed.
The marketing plan should be considered a guideline, but there should be enough flexibility to
make adjustments as the market dictates. Overall City oversight and leadership must be a
driving force behind the implementation of the marketing plan, and must be motivated and
dedicated to building market share and customer loyalty.

Food & Beverage Operations

NGF has observed that Riverside GC is in a transition phase with respect to its F & B operation.
It is important to maintain high quality in food and beverage operations for both direct revenue
and to enhance the overall golf experience, leading to increased golf revenue. NGF Consulting
believes that maintaining adequate food and beverage operations at Riverside GC will help
increase rounds of golf, increase revenue per round and increase traffic to the facility. The NGF
recommendation on food and beverage operations generally center on finding ways to improve
total revenue, both through additional customers and additional revenue per customer.

Other NGF Recommendations
NGF recommends the following changes to F & B operations at Riverside GC:

¢ Enhance advertising and promotion of Through the Woods at Riverside to attract
non-golfer lunches from local businesses.

¢ Resist the temptation to be open for dinner.

e Promote banquet/party capabilities as part of the offering (after some renovation).

o Expand the small “Grab-n-Go” system to add convenience to golfers between nines.
o Add a beverage cart (more below)

o Expand the beverage cart program.

e Add a wider variety of snacks and convenience items.

Beverage Cart Service

On-course service of beverage (and some food) items has become a key component of golf
operations in the U.S. While the beverage cart itself is often not highly profitable, the beverage
cart provides a level of service that the golf customer has come to expect and will lead to
enhanced revenue in other areas of the operation (green fees, carts, etc.). NGF Consulting
recommends that Riverside GC operate a beverage cart service on weekends, holidays and
during all tournaments.
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Course Maintenance

The NGF team believes that the most valuable asset at Riverside GC is the high quality of the
golf course and its historically high quality of maintenance. The City should incorporate a
“Minimum Maintenance Standards” manual for the facility to follow the standards, when budgets
allow. This recommendation will apply to both the North and South courses. There is a concern
that as budget and staffing declines, so too will maintenance conditions. The NGF team
believes this strategy is a recipe for disaster and that if this occurs at Riverside GC, it will further
deteriorate golf course income by an amount even greater than the expense reduction savings.
If golf course conditions decline, the golf course will become less appealing, leading to further
reductions in revenue, leading to even further cuts in expenses, and the “death spiral” cycle will
be very much in play for Riverside GC. The projections made by NGF for the future of Riverside
GC assume a high quality of maintenance will be retained at the golf course and clubhouse.

Leagues and Clubs

The City should continue to promote the league and club programs at Riverside GC. Golf staff
should also continue with the Saturday morning shotgun program for the RGA on days when an
outside tournament has been sold. The direct revenue earned from tournaments is important to
the operation so this accommodation is appropriate. The Golf Course manager can attempt to
coordinate with the RGA to see if it can be worked out without too much objection, but this
should not be a requirement. The priority in this recommendation is to secure additional
tournament business, even some on Saturdays, thus the RGA cooperation in this
recommendation is less important.

Riverside GC Fee Recommendations

Earlier in this report, NGF discussed the fee structure at Riverside GC and later discussed these
fees in the context of the competitive market and Riverside’s relative price/value proposition.
Analyzing green fee structures based on “rack” rates can be a difficult exercise in today’s fluid
golf environments, as rack rates may not be reflective of what golf facilities are actually charging
for a significant percentage of rounds. Discounting of fees has taken on many forms, including
internal yield management (specials for e-club members, etc.), frequent use of promotional
rates/specials, and use of Internet discounters such as golfnow.com. Having said that, NGF has
analyzed the pricing at Riverside GC in the context of the competitive market and concluded
that the facility is generally priced appropriately given its value proposition.

NGF does not recommend that the City make any drastic changes to the golf fee structure at
this time. However, in light of our discussion about running the golf course as an enterprise fund
(e.g., as a business), we believe the City should consider the following general NGF Consulting
fee and policy recommendations:

¢ Implement published afternoon and twilight rates to allow for reduced fees when
demand is lower. For instance, the current weekend afternoon special - $25 riding 9
holes, $35 for 18 holes after 1 pm - can be extended to weekdays, perhaps with time
adjusted to reflect weekday demand patterns. In addition, management could
institute a twilight rate that allows for unlimited play after 4:00 or 4:30 (peak season).
These rates could be in the neighborhood of $18 walking and $28 riding, and would
be similar to the policy at nearby Willowdale.

o Make it more practical to practice yield management, especially in terms of being
able to put together and advertise specials with little lead time. For example, a
promotion similar to the ‘Golf and Lunch’ special ($40 includes 18 holes with cart,
choice of hamburger/cheeseburger, 2 hot dogs, ham/turkey sandwich, or BLT,;
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served with fries or chips, cookie and fountain drink) that the facility runs (M — F
anytime and weekends after noon) could be advertised on short notice, rather than
requiring City approval that may come too late for the promotion to be effective. This
could help management fill holes in the tee sheet, and the integrity of the maximum
approved fees would be preserved.

Consider utilizing one or more internet-based tee time wholesalers as a supplement
to active internal tee sheet management. Moving historically less in-demand
inventory through wholesalers / discounters can be a very useful tool as long as
management does not cede too much control of its tee sheet to these entities — for
instance, when management begins releasing discounted tee times that, with some
internal effort (e.g., email blasts promoting a package deal Tuesday afternoon after
1:00 p.m.), they could fill themselves.

Consider a policy that incorporates marginal annual fee increases each year as a
means of cost recovery (golf likely to be relatively inelastic at these fee levels and
with small increases, especially among loyal customers). These modest fee
increases should help the City get away from budgeting to revenues at Riverside
GC, and NGF has found that there’s generally much less resistance to these small
annual increases than to more substantial increases every three to five years or so.

Adjust season pass prices upward, as even Riverside’s non-resident fees are lower
than those of key competitors Gorham CC, Willowdale, and Val Halla, and
significantly lower than facilities such as Nonesuch River/Dunegrass, Sable Oaks,
and Spring Meadows even though Riverside has a competitive advantage in that it is
more proximate to the population centers. NGF believes that the City should also
strongly consider eliminating the resident discount on season passes (maintain the
modest discount on daily fee play). In lieu of a pass discount, Riverside could offer
residents something similar to what the Town of Cumberland does: Val Halla
residents receive a “Cumberland Credit” for $100 that may be used on guest fees,
range balls and/or riding carts.

Create and implement both multi-play cards and a frequent player / loyalty program.
Many municipal golf courses across the country are making the transition to these
programs from traditional unlimited play passes/memberships, as management gains
more control over average rate and these programs come with less “member”
entitlements and expectations. Examples include:

= Multi-Play Cards — Many examples in this market; generally provide
discounts of about 10% to 15% for pre-payment of 8, 10, 15, etc. rounds.

= Loyalty (Point) Program — Add a new system to allow golfers to accumulate
points for each round played (e.g., Gorham CC's free Preferred Player’s Card
awards a point for each dollar spent). Points can be redeemed for golf, cart
rental, merchandise, etc.

» Frequent Player Program — Rewards frequent play by offering discounts
that are available across all rounds for a one-time annual fee, generally
ranging from $75 to $200. These programs also offer other benefits such as
discounts on range balls, merchandise and food/beverage. An example in
this market is Sable Oaks’ Inner Club Card that entitles holders to $29
walking / $39 riding fees with no restrictions, for a one-time fee of $219.
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NON-ECONOMIC BENEFITS OF MUNICIPAL GOLF

NGF Consulting has long noted and advocated the many benefits that a golf facility brings to a
community. Among them:

e Provides a healthy recreational outlet for its residents

e Provides an outlet for charitable donations

e Provides an outlet for at-risk youth

¢ Enhances the overall quality of life in the City

e Reflects well on the image/brand of the City

o Enhanced real estate values, leading to enhanced tax base

¢ Creates golf-related jobs and income to the community through purchases, wages,
and taxes

Additionally, a golf facility can elevate the quality of life, improve the business climate, and
induce tourist traffic.

Charitable Impacts

Golf courses have proven to be an especially great venue for raising money for local charities.
The Riverside Golf Course has been especially active in this area hosting numerous events that
have the potential for considerable charitable impact.

At-Risk Youth

In addition to offering organized junior golf programs and free golf for local high schools, many
municipalities offer highly discounted, or even free, programs for lower-income and/or at-risk
youth. Though there may be no short-term financial benefit in doing this, the intangible benefits
are obvious, as programs such as this have proven to help troubled kids by providing them with
a healthy outlet that can become a lifelong interest or even passion. Golf has proven to be a
diversion for lower-income and/or at-risk youth, as it has the potential to help troubled kids by
providing them with a healthy outlet that can become a lifelong interest or even passion. Finally,
there is likely to be long-term financial benefit to the City, as players are being cultivated as
potential future customers.

Minority Golf Participation

In 2003, the National Golf Foundation conducted a research study as part of Golf 20/20’s
Diversity Task Force, which is developing strategies for player development programs and other
initiatives focused on women and minorities. The study found that the golf participation rate
among minority populations was significantly lower than the overall U.S. golf participation rate.

The implications for Portland and continuing golf operations is that it is imperative that the City
initiate player development programs aimed at stimulating latent golf demand among all groups.
This is not an easy task, as golf operators are fighting ingrained cultural perceptions and habits
regarding entertainment / sporting choices. As a result, golf participation rates in these
communities remain flat. Therefore, it will take a dedicated and concerted effort by the City of
Portland to grow the game in these communities.
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Riverside Golf Course
Financial Performance Estimates

As part of this study effort, NGF Consulting has prepared an analysis to show what the
economic performance of Riverside Golf Course could be considering the recommendations
made in this report, assuming continued self-operation. In this section, the facility’s economic
potential is evaluated with estimates of performance based on a set of assumptions that may or
may not become reality. We feel that these estimates represent the best effort to create a “fair
estimate of performance” for this facility based on our complete review of the operation, and
should be used by the City for planning and budgeting purposes.

BASIC INPUTS FOR REVENUE PROJECTIONS (2013 - 2017)

NGF Consulting has created a cash flow model for the continued operation of Riverside GC,
with the basic assumption of NGF recommendations being enacted. The NGF has also
assumed an “average” weather year with minimal golf course closures due to flooding. The key
assumptions that drive the NGF projections include:

e The City of Portland will complete the NGF recommended upgrades, both physical
and operational, to the Riverside facility over the next 2-3 years, regardless of
operating structure. Marketing upgrades include web and email improvements,
added print advertising and increased direct selling of tournaments.

e Total Riverside North rounds are assumed to grow from the just over 23,000
generated in FY2012, to a stabilized level between 28,000 and 30,000 rounds per
year after FY2013. NGF expects this to be the “new standard” expected rounds level
for Riverside in the coming years. The rounds mix adjusts slightly with the largest
increases coming from the tournament rounds category. Riverside GC - South
Course rounds are assumed at a constant 10,500 rounds per year.

e Total passes sold is reduced to 350 by 2017 (240 North, 110 South). Average
passholder plays 38 rounds per year (North) and 32 rounds per year (South).

o The NGF recommendations regarding fees and policies are implemented beginning
in January 2012, with two percent (2%) increases in all fees assumed every other
year thereafter (2015 and 2017).

¢ Driving range revenue is added, to reflect the re-opening of the range beginning in
FY2014. All other ancillary revenue centers are assumed to hold to 2012 average
per round levels through the end of FY2017. Direct cost of sales for pro shop
merchandise is assumed to be 85% (high but consistent with recent actuals).

o Food and beverage revenue and expense is included in the Riverside GC financials
beginning in FY2013. Direct cost of sales for F & B is assumed to be 50%.

o Labor expense is increased by 10% in 2014 to reflect more total part-time hours in
golf and facility maintenance. Annual expense inflation is assumed at 5% for full-time
labor (benefits at 35%) and 3% for all other direct operating expenses.

National Golf Foundation Consulting, Inc. — City of Portland — Riverside Golf Course — 74



Inputs

Utilizing the above assumptions and activity/revenue estimates, NGF Consulting has prepared a
preliminary sketch pro forma for revenue performance for the next five years of operation. The
inputs for the pro forma are summarized in the following table:

Riverside Golf Course — Basic Revenue Assumptions
Projected Activity Inputs (2013-2017)

Passes 2013 2014 2015 2016 2017
North Course Passes 260 255 250 245 240
South Course Passes 115 110 110 110 110
Total Passes 375 365 360 355 350

Avg. Rounds/Pass

North Course Pass 38 38 38 38 38
South Course Pass 32 32 32 32 32
Rounds 2013 2014 2015 2016 2017
North Course GF Rounds 14,500 17,000 18,000 18,500 19,000
South Course GF Rounds 6,000 6,000 6,000 6,000 6,000
Total GF Rounds 20,500 23,000 24,000 24,500 25,000
North Course Pass Rounds 10,000 10,000 10,000 9,000 9,000
South Course Pass Rounds 4,000 4,000 4,000 4,000 4,000
Total Pass Rounds 14,000 14,000 14,000 13,000 13,000
Total Rounds 34,500 37,000 38,000 37,500 38,000
Total North Course 24,500 27,000 28,000 27,500 28,000
Total South Course 10,000 10,000 10,000 10,000 10,000
Total Rounds 34,500 37,000 38,000 37,500 38,000

Riverside Golf Course — Basic Revenue Assumptions
Projected Average Revenue Inputs (2013-2017)

Passes 2013 2014 2015 2016 2017
South Course Passes $435.00 $435.00 $443.70 $443.70 $452.57
North Course Passes $715.00 $715.00 $729.30 $729.30 $743.89
Avg. North Course GF $20.25 $20.25 $20.66 $20.66 $21.07
Avg. South Course GF $16.00 $16.00 $16.32 $16.32 $16.65
Avg. Cart Fee $2.95 $2.95 $3.01 $3.01 $3.07
Avg. F & B/ Round $4.75 $4.75 $4.85 $4.85 $4.94
Avg. Merch / Round $2.50 $2.50 $2.55 $2.55 $2.60
Avg. Other / Round $2.95 $2.95 $3.01 $3.01 $3.07
Cost of Sales F & B 50.0% 50.0% 50.0% 50.0% 50.0%
Cost of Sales Merch. 85.0% 85.0% 85.0% 85.0% 85.0%
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Projected Riverside Revenue (2013 — 2017)

Given the above inputs, the Riverside financial performance estimate is shown in the table
below. As this is a projection, all figures have been rounded to the nearest $100 for simplicity.

Riverside Golf Course
Projected / Expected Revenue and Expense Performance (2013-2017)

2013 2014 2015 2016 2017
Total Green Fees $389,600 $440,300 $469,700 $480,000 $500,200
Season Passes 235,900 230,200 231,100 227,500 228,300
Carts 101,800 109,200 114,300 112,800 116,600
Gross Merchandise Sales 86,300 92,500 96,900 95,600 98,800
F&B 163,900 175,800 184,100 181,700 187,800
Other 101,800 109,200 114,300 112,800 116,600
Total Revenue $1,079,300 $1,157,200 $1,210,400 $1,210,400 $1,248,300
Cost of Sales (F & B) $82,000 $87,900 $92,100 $90,900 $93,900
Cost of Sales (Pro Shop) $73,400 $78,600 $82,400 $81,300 $84,000
Gross Margin $923,900 $990,700  $1,035,900  $1,038,200  $1,070,400
Expenses
FT Payroll $195,000 $204,800 $215,000 $225,800 $237,100
PT Payroll + Overtime 250,000 $275,000 $283,300 $291,800 $300,600
Benefits 68,300 71,700 75,300 79,000 83,000
Products, Suppl. & Repair 185,000 188,700 192,500 196,400 200,300
Services 35,000 35,700 36,400 37,100 37,800
Utilities 90,000 91,800 93,600 95,500 97,400
G & A + Other 35,000 35,700 36,400 37,100 37,800
Total Operating Expense $858,300 $903,400 $932,500 $962,700 $994,000
Net Operating Income $65,600 $87,300 $103,400 $75,500 $76,400
Interest Expense $9,000 $9,000 $9,000 $9,000 $9,000
Principle Expense $41,000 $41,000 $41,000 $41,000 $41,000
Total Debt Service $50,000 $50,000 $50,000 $50,000 $50,000
Total Facility Net after
Debt $15,600 $37,300 $53,400 $25,500 $26,400
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Justifications for Revenue Projections

NGF Consulting believes the revenue projections created for Riverside Golf Course, under the
assumptions noted above, are achievable based on our review of the facility and market. We
base this assertion on the potential high quality of the facility, augmented slightly after the
recommended changes, and the available capacity to grow rounds and return the facility to
rounds totals approaching those achieved six years ago (2006).

NGF Consulting believes the revenue projections created for Riverside Golf Course, under the
assumption of recommended changes being enacted, are achievable for the following reasons:

o Improved quality of Riverside Golf Course.

o Greater reliance on tournament, outing and green fee rounds (as opposed to
member play).

o Riverside Golf Course is operating at rounds levels that are lower than actual
capacity, and the facility has achieved rounds played levels close to what NGF
Consulting is projecting as recently as 2006.

¢ Increased marketing emphasis to focus on electronic (internet) medium, along with
more proactive direct selling of larger tournaments and events.

o Ability to regain market share as “lost” golfers return.

¢ Improved food & beverage operation and facilities, which will also enhance
tournaments.

e Maintaining the lower fee structure keeping Riverside very competitive in the area
market.

e Potential for regional economic recovery, resulting in increased discretionary income.
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FINANCIAL PROJECTIONS SUMMARY

The results of the NGF Consulting financial analysis of Riverside Golf Course show that the
facility could improve its financial position by upgrading its facilities, streamlining management,
improving marketing and increasing daily fee rounds. However, even with revenues totaling over
$1.24 million (from all sources), Riverside GC will still be in a position very close to “break-
even,” with little excess income available for large capital projects. Overall, NGF is projecting
that Riverside GC can produce rounds totals of around 28,000 per year on the 18-hole (North)
course and 10,000 on the 9-hole (South) course, levels that are lower than actually achieved as
recently as six to eight years ago. The City should assume that this level of performance is the
“new reality” for this facility and that performance is unlikely to return to levels achieved in the
last decade.

The NGF projections assume the completion of facility upgrades to be financed either
separately from the Golf Enterprise Fund (i.e. General Fund / Taxpayer), or through the
issuance of additional debt on the facility of $1.2 million. The NGF projections also assume the
food and beverage operation is included in the golf system financials. The NGF projection does
not include a large “across-the-board” fee increase, opting rather for a targeted increase of
certain fees at peak demand times and a slight increase in season pass fees.

In summary of our financial analysis, several findings are clear regarding the financial condition
of the Riverside Golf Course:

1. Even if the facility can increase total gross revenues to over $1.24 million, Riverside
GC will still be in a position very close to “break-even,” leaving little excess income
for capital projects.

2. The City should consider 38,000 total rounds (combined courses) to be a realistic
minimum level in order to generate the revenue needed to cover facility expenses,
including the City overhead, utilities and debt/capital.

3. Riverside Golf Course would benefit from some of upgrade to the golf course and
clubhouse that can help improve revenue and/or reduce expense. Clubhouse
upgrades will enhance the appeal of the facility for tournaments and outings, the
bridge on hole #13 can allow for more rounds to be played each year and re-opening
the driving range will increase both direct range revenue (sale of balls) and indirect
revenue (more rounds).

4. The financial performance of the Riverside GC facility is always going to be
dependent on several factors beyond the control of the golf course operators, such
as public accommodation requirements (winter activities, high school golf, etc.),
weather and facility closure due to SAPPI flood control activities.

In summary, the NGF Consulting cash flow model for Riverside Golf Course, assuming the
facility upgrades are successfully carried out, shows the improved golf facility generating
enhanced revenues that should be sufficient to pay for basic operational upkeep. The key
upgrades that will be required to achieve this station include: (1) upgrade the golf course and
main clubhouse; (2) streamlined on-site management with limited interference from City
government; (3) improved marketing; and (4) increased emphasis on tournament, outing and
daily fee play. The first point appears most important as the facility’s physical plant is in a period
of decline, impacting revenue and reflecting poorly on the City.
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C — Golf Industry Standards and Norms
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E — Golfer Survey

F — National Rounds Played Report
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APPENDIX A — GOLF COURSE LIFE CYCLE

GOLF COURSE ITEMS

HOW LONG SHOULD PARTS OF THE GOLF COURSE LAST?

ITEM YEARS ITEM YEARS
Greens (1) 15 - 30 years Cart Paths - concrete 15 - 30 years
Bunker Sand 5-7 years Practice Range Tees 5-10 years
Irrigation System 10 - 30 years Tees 16 - 20 years
Irrigation Control System 10 - 15 years Caorrugated Metal Pipes 15 - 30 years
PVC Pipe (under pressura) 10 = 30 years Bunker Drainage Pipes {3} 5-10 years
Pump Station 15 - 20 years Mulch 1-3years
Cart Paths — asphalt (2) 5-10 years Grass (4} Varies
{or longer)
NOTES: (1) Several factors can weigh into the decision to replace greens: accumulation of fayers an the surface of the original construetion, the
desirg to convert to new grasses and respanse to changes in the game fram an architeciural standpoint {like the interaction between green specd
and hole locations). (2) Assumes on-going maintenance beginning 1 - 2 years after instaliation, (3] Typically replaced because the sand is being
changed — wihile the machinery is there to change sand, it’s often & good tima to replece the drainage pipes as well (3] As new grasses enter the
marketplace — far example, those that are more drought and disease toferant — replanting may be appropriate, depending upon the site.

Component life spans can vary depending upon location of the golf course, quality of materials, original installation
and past maintenance practices. We encourage golf course leaders to work with their golf course architect,
superintendents and others to assess the longevity of their particular course's components.

The American Society of Golf Course Architects
(ASGCA) thanks thase at the USGA Green Section, For more information,
Golf Course Builders Association of America, Golf Course contact ASGCA at

Superintendents Association of America and various
suppliers far their assistance in compiling this information. 2 6 2 - 7 86 "5 9 60 or
The materials presented on this chart have been WWW-EISQCEI-GIQ

reviewed by the following Allied Associations of Golf:

2y

TR

iy

DATA COMPILED BY ASGCA, 125 VORTH EXECUTIVE DRIVE, SUITE 106, BROOKFIELD, Wi 53005
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APPENDIX B — RIVERSIDE GOLF COURSE FEES HISTORY

North Course Residential Seasonal Passes 2007 2008 2009 2010 2011 2012

Single $700 $710 $715 $725 $750 $750
Mid Week (M-F) $0 $500 $510 $520 $540 $540
Senior Single $625 $0 $0 $0 $0 $0
Junior $350 $360 $360 $370 $380 $380
Couple $1,125 $1,135 $1,135 $1,145 $1,185 $1,185
Mid Week Couple (M-F) $0 $900 $900 $910 $940 $940
Senior Couple $1,000 $0 $0 $0 $0 $0
Single Combination $850 $860 $915 $925 $960 $960
Mid Week Combination (M-F) $0 $725 $725 $765 $790 $790
Senior Combination $760 $0 $0 $0 $0 $0
Junior Combination $420 $430 $460 $470 $485 $485
Couple Combination $1,350 $1,360 $1,385 $1,395 $1,445 $1,445
Mid Week Couple Combination (M-F) $0 $1,100 $1,150 $1,160 $1,200 $1,200
Senior Couple Combination $1,210 $0 $0 $0 $0 $0
Junior Addition (to couple) $155 $175 $185 $215 $220 $220
North Course Non-Residential Greens Fees 2007 2008 2009 2010 2011 2012

Single $880 $890 $895 $905 $935 $935
Mid Week (M-F) $0 $680 $690 $700 $725 $725
Senior Single $800 $0 $0 $0 $0 $0
Junior $445 $455 $455 $465 $480 $480
Couple $1,365 $1,375 $1,375 $1,385 $1,435 $1,435
Mid Week Couple (M-F) $0 $1,140 $1,140 $1,150 $1,190 $1,190
Senior Couple $1,230 $0 $0 $0 $0 $0
Single Combination $1,045 $1,055 $1,095 $1,105 $1,145 $1,145
Mid Week Combination (M-F) $0 $920 $920 $930 $960 $960
Senior Combination $935 $0 $0 $0 $0 $0
Junior Combination $520 $530 $630 $640 $660 $660
Couple Combination $1,570 $1,580 $1,625 $1,635 $1,690 $1,690
Mid Week Couple Combination (M-F) $0 $1,320 $1,390 $1,410 $1,460 $1,460
Senior Couple Combination $1,425 $0 $0 $0 $0 $0
Junior Addition (to couple) $215 $235 $245 $255 $265 $265
Corporate pass $0 $0 $4,500 $4,500 $4,500 $4,500
North Course Residential Greens Fees 2007 2008 2009 2010 2011 2012

18 holes, weekday $30 $30 $30 $30 $30 $30
18 holes, weekday Junior or Senior $28 $28 $28 $26 $26 $26
18 holes, weekend $35 $35 $35 $34 $34 $34
9 holes, weekday $22 $22 $22 $22 $22 $22
9 holes, weekday Junior or Senior $20 $20 $20 $20 $20 $20
9 holes, weekend $23 $23 $23 $24 $24 $24
North Course Non-Residential Greens Fees 2007 2008 2009 2010 2011 2012

18 holes, weekday $33 $33 $33 $34 $34 $34
18 holes, weekday Junior or Senior $29 $29 $29 $28 $28 $28
18 holes, weekend $36 $36 $36 $36 $36 $36
9 holes, weekday $23 $23 $23 $24 $24 $24
9 holes, weekday Junior or Senior $21 $21 $21 $22 $22 $22
9 holes, weekend $24 $24 $24 $26 $26 $26

National Golf Foundation Consulting, Inc. — City of Portland Operations — Appendices — 2



North Course Residential & Non-Residential League Fees 2007 2008 2009 2010 2011 2012

Pass holder $8 $7 $8 $7 $7 $7
Non pass holder — 9 holes $16 $14 $16 $14 $14 $14
Non pass holder — 18 holes $0 $0 $20 $20 $20 $20
South Course Residential Seasonal Pass 2007 2008 2009 2010 2011 2012

Single $420 $450 $460 $470 $485 $485
Mid Week (M-F) $0 $375 $385 $435 $450 $415
Senior $375 $0 $0 $0 $0 $0
Junior $210 $220 $230 $240 $250 $250
Couple $675 $685 $690 $710 $735 $735
Mid Week Couple (M-F) $0 $595 $595 $615 $635 $635
Senior Couple $600 $0 $0 $0 $0 $0
South Course Non-Residential Seasonal Pass 2007 2008 2009 2010 2011 2012

Single $550 $560 $570 $580 $600 $600
Mid Week (M-F) $0 $505 $515 $525 $545 $545
Senior $485 $0 $0 $0 $0 $0
Junior $260 $270 $280 $290 $300 $300
Couple $845 $855 $855 $875 $905 $905
Mid Week Couple (M-F) $0 $790 $790 $800 $830 $830
Senior Couple $755 $0 $0 $0 $0 $0
South Course Residential Greens Fees 2007 2008 2009 2010 2011 2012

18 holes, weekday $24 $24 $25 $26 $26 $26
18 holes, weekday Junior or Senior $20 $20 $22 $22 $22 $22
18 holes, weekend $28 $28 $28 $28 $28 $28
9 holes, weekday $20 $20 $20 $20 $20 $20
9 holes, weekday Junior or Senior $18 $18 $18 $18 $18 $18
9 holes, weekend $21 $21 $22 $22 $22 $22
South Course Non-Residential Greens Fees 2007 2008 2009 2010 2011 2012

18 holes, weekday $26 $26 $27 $28 $28 $28
18 holes, weekday Junior or Senior $22 $22 $24 $24 $24 $24
18 holes, weekend $30 $30 $30 $30 $30 $30
9 holes, weekday $22 $22 $22 $22 $22 $22
9 holes, weekday Junior or Senior $20 $20 $20 $20 $20 $20
9 holes, weekend $23 $23 $24 $24 $24 $24
North Course Residential & Non-Residential League Fees 2007 2008 2009 2010 2011 2012

Pass holder $7 $7 $7 $7 $7 $7
Non pass holder — 9 holes $15 $14 $15 $14 $14 $14
Non pass holder — 18 holes $0 $0 $20 $20 $20 $20
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Common Fees Both Courses 2007 2008 2009 2010 2011 2012
Bag Storage $65 $70 $75 $75 $75 $75
Bag & Cart Storage $90 $95 $100 $100 $100 $100
Club Rental — 9 holes $11 $10 $10 $10 $10 $10
Club Rental -18 holes $17 $15 $15 $15 $15 $15
Pull Cart — 9 holes $4 $3 $3 $3 $3 $3
Pull Cart — 18 holes $7 $6 $6 $6 $6 $6
Seasonal Locker Rental $50 $50 $50 $50 $50 $50
Cart Rental (Non-Member) — 18 holes single rider $16 $16 $16 $16 $16 $16
Cart Rental (Non-Member) — 9 holes single rider $10 $10 $10 $10 $10 $10
Cart Rental (Member) — 18 holes single rider $0 $14 $14 $14 $14 $14
Cart Rental (Member) — 9 holes single rider $0 $8 $8 $8 $8 $8
Driving Range — Small bucket $6 $5 $5 $3 $3 $0
Driving Range — Large bucket $9 $8 $8 $6 $6 $0
Driving Range Season Pass $185 $0 $0 $0 $0 $0
Special Fees 2007 2008 2009 2010 2011 2012
9-hole Shoulder Season Rate (Oct. 1 - May 30, Directors Discretion) $0 $0 $0 $0 $0 $15
18-hole Shoulder Season Rate (Oct. 1 - May 30, Directors Discretion) $0 $0 $0 $0 $0 $20
Ad Special - (M - F Anytime + Weekends after 1pm) $0 $0 $0 $0 $0 $35
Ad Special - (M - F Anytime + Weekends after 1pm) $0 $0 $0 $0 $0 $25
Special - 18 holes - (M - F Anytime + Weekends after 1pm) $0 $0 $0 $0 $0 $35
Special - 9 holes - (M - F Anytime + Weekends after 1pm) $0 $0 $0 $0 $0 $25
Twilight Rate Walking (Directors Discretion) $0 $0 $0 $0 $0 $15
Flexible Fee Scheduling (Current Market Value) $0 $0 $0 $0 $0 $15 - $40

Rates between ($15 - $40) walking

Rates between ($15 - $40) with cart
The First Tee Practice Facility - Daily fee-Under 17 years of age $0 $0 $0 $0 $0 $3
The First Tee Practice Facility - Daily fee-Over 17 years of age $0 $0 $0 $0 $0 $6
The First Tee Practice Facility - Membership fee $0 $0 $0 $0 $0 $150

Source: City of Portland, Maine
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APPENDIX C — GOLF INDUSTRY STANDARDS AND NORMS

NGF has presented a selection of basic golf industry information designed to help educate the
City of Portland on “reasonable expectations” for public golf operations in the U.S. Information
provided includes operational norms for public golf courses (rounds, revenues, expenses,
staffing) as well as some other “standards” consistent with successful public golf courses.

Public Golf Operational Norms

For comparison purposes to the City of Portland Parks golf courses, we present a review of
selected NGF data from our bi-annual surveys of golf facilities. As the 2012 edition was not yet
complete at the time of this report, NGF has used the 2010 figures for comparison to City of
Portland golf courses. This include data from the aggregate of all golf courses in the U.S. (by
category), as well as data from selected sub-categories of golf facilities including mid-range
(middle fee) public golf facilities and premium (highest fee) golf facilities. These data are
detailed in the National Golf Foundation publication, Operating & Financial Performance Profiles
of 18-hole Golf Facilities in the U.S. These figures were included and used for this effort as they
represent “reasonable estimates” for comparison to the City of Portland Parks golf courses. In
addition, NGF Consulting has added estimates from the “Future of Public Golf in America” study
completed in 2012 and presented at the annual NGF Golf Business Symposium.

Public Golf Facility Rounds Expectations

NGF research indicates that the average number of rounds played per 18-hole golf course has
been declining in the last 25 years. The totals now stand at an average of 32,497 rounds for
municipal golf courses, 26,009 for all daily fee (privately-owned, open to the public), and 17,748
for private (member only) clubs. We note these figures all represent significant declines since
1985, with acceleration of decline since 2001. As a benchmark comparison, average rounds per
18-hole municipal golf course was around 36,000+ in 2005 and just over 33,500+ rounds in
2009.

Rounds Played
Median 18-hole
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50,000 -
Municipa
40,000 +
Daily Fee 32,497
30,000 + /\\—/‘\_\—_‘
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20,000 -
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10,000 -
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Public Golf Facility Revenue Expectations

NGF research indicates that the total of all golf facility revenues in the U.S. represents a $22.3
billion industry, down from a peak of $29.1 billion in 2005. The table below shows the NGF
estimate for total golf facility revenue (public and private combined) in the United States for
selected years since 1992.

Total Golf Facility Revenues
Adjusted for inflation, includes public & private
%351 Billions of Dollars
$30 $285  $29.1
$25 - $24.2 $23.5
$22.3
$20.9
$20 $18.5
$15.5
$15 A
$10 A
$5 A
$0 -
1992 1994 1997 1999 2001 2005 2008 2009

Average Revenue per Golf Facility

The NGF estimate for total revenue per golf facility in the U.S. now stands at $1.5 million for
daily fees, $1.3 million for municipals, and $3.4 million for private clubs. Again, we note that this
is a full aggregate of all golf facilities in the U.S., inclusive of all climatic regions and facility

types.

Facility-Level Revenues
Average Total Revenues
18-hole - $millions

2008 2010 % change
Daily Fee $1.6 $1.5 -6.1%
Municipal $1.3 $1.3 -2.1%
Private $3.6 $3.4 -4.7%

Source: National Golf Foundation and Golf Datatech
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Revenue Detail for ‘Mid-Range’ Public Golf Courses

Further detail on ‘mid-range’ public golf facility operations in the United States has been
collected by NGF over the years, a summary of which is presented below for 2005 and 2010.
Mid-range’ public golf courses are those with green fees in the $40 to $70 range (including
carts). The NGF consultants feel that this represents one of the reasonable measures of
comparison to performance at Riverside Golf Course, and is used for this purpose throughout

the NGF engagement for the City of Portland.

Public Mid-range Average Revenues

2005 2010* % change
Green fees, cart fees and member/passholder revenue $679,280 $624,900 -8.0%
All other golf revenue $76,930 $75,000 -2.5%
F&B revenue (incl. banquets) $214,400 $182,200 -15.0%
Merchandise revenue $80,080 $75,300 -6.0%
All other operating revenue $37,560 $36,400 -3.1%
Total Revenue $1,088,250 $993,800 -8.7%

Source: Operating & Financial Performance Profiles of 18-Hole Golf Facilities in the U.S., 2011 edition, National Golf

Foundation, and “Future of Public Golf in America” study — 2010.
*Estimated totals derived from sample research in 2011.

Public Golf Facility Expense Expectations

NGF research indicates that all golf facilities in the U.S. had a total of $21.3 billion in direct
operating expenses, down 20.5% from a high of $26.8 billion in 2001. The table below shows
the NGF estimates for total golf facility expenses (public and private combined) in the United

States for selected years since 1992.
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Total Golf Facility Expenses
Adjusted for inflation, includes public & private
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Average Expense per Golf Facility

The NGF estimate for total expenses per golf facility in the U.S. now stands at $1.3 million for
daily fees, $1.1 million for municipals and $3.2 million for private clubs. Again, we note that this
is a full aggregate of all golf facilities in the U.S., inclusive of all climactic regions and facility

types.

Facility-Level Expenses
Average Total Expenses
18-hole - $millions

2008 2010 % change
Daily Fee $1.4 $1.3 -5.8%
Municipal $1.1 $1.1 -1.2%
Private $3.4 $3.2 -5.4%

Source: National Golf Foundation and Golf Datatech
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Operating Expense Detail for ‘Mid-Range’ Public Golf Courses

Further detail on ‘mid-range’ public golf facility operational expenses in the United States from
2005 and 2010 are displayed below. The NGF consultants feel that this represents one of the
reasonable measures of comparison to performance at Riverside Golf Course, and is used for
this purpose throughout the NGF engagement for the City of Portland.

Public Mid-range Average Expenses

2005 2010* % change
Total maintenance costs $377,160 $414,900 10.0%
Golf car fleet costs $31,120 $30,500 -2.0%
COGS F&B $86,360 $76,200 -11.8%
COGS merchandise $56,450 $44,600 -21.0%
Other expenses $315,280 $365,700 16.0%
Total Expenses $866,360 931,900 7.6%

Notes:

" Total maintenance costs” includes payroll, supplies, and equipment.

"Other expenses” is a large category because it includes all non-maintenance payroll and all

other operating expenses. Source: Operating & Financial Performance Profiles of 18-Hole Golf Facilities in the U.S., 2011
edition, National Golf Foundation, and “Future of Public Golf in America” study — 2010.

*Estimated totals derived from sample research in 2011.

Other Expense Findings

NGF Consulting has also included basic information on golf industry ‘standards’ for all golf
courses of all types in all climates. Industry standards can vary depending upon specific
courses, but as a “rule of thumb,” allocated spending in key areas coincide with the percentages
displayed below. The two most significant of these figures for the analysis of the City of Portland
Golf Enterprises are the percentage of labor expense and utilities, as addressed by NGF for
each individual facility.

Key Area Allocated Spending

Labor 50%

Products, Supplies & Repair 20%

Services (Incl. Equipment) 10%

Utilities 10%

G & A + Other 10%
Source: Golf Course Superintendents Association of America
(GCSAA) and NGF Consulting. Expense totals do not include non-
recurring capital expenses, amortization, or depreciation.
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Public Golf Facility Average Revenue and Expense per Round
The following section provides NGF estimates for revenues and expenses per round of golf
played for ‘Mid-Range’ golf facilities.

Public ‘Mid-range’ Revenue and Expense per Round - NGF research indicates that middle-
fee public golf courses in the U.S. average $30.58 in total facility revenue per round of golf in
2010. Of this figure, $21.54 (70.4%) is derived from “golf” sources (green, cart, pass fees and
driving range), with the remaining $9.04 (29.6%) per round derived from “ancillary” (mostly
merchandise, food + beverage) sources. Overall, this figure has declined by about 6.0%
between 2005 and 2010, with the largest decline (12.5%) coming from food and beverage
revenue.

Public Mid-range U.S.
Average Revenue Per Round

2005 2010 % change
Total Revenue $32.54 $30.58 -6.0%
Golf Revenue $22.61 $21.54 -4.7%
F&B revenue (incl. banquets) $6.41 $5.61 -12.5%
Merchandise revenue $2.39 $2.32 -2.9%
All other operating revenue $1.12 $1.12 0.0%

Source: Operating & Financial Performance Profiles of 18-Hole
Golf Facilities in the U.S., 2011 edition, National Golf Foundation, and “Future of Public Golf in America” study — 2010

Middle-fee public golf courses in the U.S. average $28.68 in total facility expenses per round of
golf. Of this figure, $12.77 (44.5%) is derived from golf course maintenance, with the remaining
$15.91 (55.5%) per round derived from all other expenses. Overall, this figure increased by
about 11% between 2005 and 2010.

Public Mid-range U.S.
Average Expense Per Round

2005 2009 % change
Total maintenance costs $11.28 $12.77 13.2%
Golf car fleet costs $0.93 $0.94 0.9%
Total COGS $4.27 $3.71 -13.1%
Other expenses $9.43 $11.25 19.4%
Total Facility Expense $25.91 $28.68 10.7%

Source: Operating & Financial Performance Profiles of 18-Hole
Golf Facilities in the U.S., 2011 edition, National Golf Foundation, and “Future of Public Golf in America” study — 2010
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APPENDIX D — GOLFER EXPECTATIONS OF BETTER QUALITY PUBLIC
GOLF FACILITIES

Golf consumers have developed certain expectations about the package of amenities they
expect at golf courses of various levels of quality. These expectations extend to both the
physical attributes (maintenance) of a facility as well as the level of service provided. In this
section, NGF will provide a basic “checklist” of amenities and services that are expected at
various levels of golf course quality and should be considered within the overall program of the
City of Portland. This includes a review of golf course facilities, support amenities, and service.

Golf Course Expectations

A summary of categories of expectations for golfers at middle-to-better quality golf courses
includes:

o Clean carts

¢ Good scenery

e Appropriate length and challenges (see below)

o Well maintained conditions

¢ Well maintained greens

¢ Well maintained fairways

¢ Well maintained tees

o Well maintained bunkers

e Clearly marked and visible yardage and hazard indicators
¢ Rough that is not too difficult and ball can be found
e Practice facility

e On-course facilities / water fountains

Golf Course Standards (Length of Tees)

The length of tees on a golf course can significantly impact course performance in three ways:
Marketing (inherent appeal), playability, and pace of play. All three areas are important, but are
often overlooked when a course is initially laid out.

From a marketing perspective, the length of tees that means the most is the one from the back
tee. Any course that does not measure at least 7,000 yards from the back tee is at a
disadvantage to be marketed as a true upscale “championship” facility. This is especially true for
courses in resort areas or who count a lot on non-local play, especially tourists. The reason the
back yardage is so important is not because golfers will actually play from there (fewer than 4%
of golfers will play from tees over 7,000 yards), but because golfers have come to equate
distance with quality -- a perception that is fed by the media.

While the back tee yardage is important to get golfers to the course for the first time, the length
from the other tees is critical in getting them to return. This is because playability is crucial to
generating return play. Golfers tend to prefer courses where they can score at their “normal”
level. If a course is perceived as being too easy, it is considered inferior. On the other hand, few
golfers want to get “beaten up” every time they play. Ideally, a course would appear challenging
but allow most golfers to be able to score at their normal level.

The most commonly preferred yardage for male golfers is around 6,250 yards plus or minus 250
yards. Psychologically the “6” is critical. The average male golfer (who typically will shoot
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anywhere from 90 to 105) will normally choose the shortest tee that is at least 6,000 yards long.
You will find this tee, regardless of color, will be the most popular tee on almost every course --
typically receiving 40-50% or more of the play. There is some logic to this yardage as it will
allow most male golfers to use almost every club in their bag when they play. At this yardage,
most male golfers will typically be able to reach every hole in regulation at most courses.

However, as golfers age, they are no longer able to hit the ball as far. As a result, they are no
longer able to reach all the holes in regulation at 6,000 plus yards. So for seniors, the most
comfortable and preferred yardage tends to be from 5,400 to 5,800 yards. Women, on the other
hand, tend to hit the ball about 80% as far as men. So the equivalent distance of a 6,000 yard
tee would be 4,800 yards. Thus, women tend to prefer yardage of 5,000 or less.

When these yardages are not present, golfers are forced to play from a length where they are
not comfortable. In reviewing the yardages at Riverside, it seems that the facility does provide
an excellent mix of yardage offerings, with only a slightly longer forward tee on the North course
appearing to be slightly long for most women players.

Longest Tee Forward Tee
Golf Course Yardage Middle Tee Yardage Yardage
Riverside “North” 6,448 6,214 /5,930 5,297
Riverside “South” (9-H Par 36) 2,941 3,135/2,912 2,184

Clubhouse Expectations

Basic expectations of golf course clubhouses from golf consumers at middle-to-better quality
public golf courses include:

o Visually appealing entrance and landscaping

e Area to drop golf bags directly from auto

e Clean and clearly marked entrance

e Appropriate and visible art and decorations

o Visually appealing pro shop area

¢ Room to shop and view items for sale + ease of purchase
e Convenient and functioning restrooms cleaned twice daily
e Clear logistics and ergonomics (where do I go to check in?)
e Space and comfortable chairs to sit and relax

e Wi-Fi and cell service available

e Space to privately change clothes/shoes (if necessary)

¢ Nice views of the golf course

e Good food and beverage service

e Alcohol service (at least beer) and a comfortable place to go to enjoy food and drinks
and reflect on their round with friends

e Big screen TVs in the lounge/bar and/or grill area that are always tuned to sports

Service Expectations

Basic service expectations from golf consumers at middle-to-better quality public golf courses
include:
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¢ Availability of, and accommodation for booking tee-times

e Assistance with golf bag drop

o Ease of parking

e Friendly/courteous staff at check-in counter

e Pro shop stocked with appropriate basic items (balls, tees, gloves, etc.)
e Carts cleaned and fully charged for a round

e Courteous starter attentive to golfer needs

¢ Management/staff attention to pace-of-play

o Courteous ranger moving play along

e Beverage cart service

¢ On-course restroom / drinking stations

o Ability to conveniently consume shacks/beverages after 9th hole (the “turn”)
e Assistance with golf bag after the round

¢ Ability to conveniently consume snacks/beverages after 18th hole

e Pro shop open when round complete

The above items represent the basic package of golf facility amenities expected by golfers to
complete a better quality golf experience. Attention to these details will help produce repeat
customers and strong “word-of-mouth” recommendations. In general, the facilities at Riverside
Golf Course do not meet some of these expectations, and for the most part this is appropriate
given the facility’s price point, thus no drastic change in service has been recommended by
NGF.

Merchandising Operations

Merchandise sales are an often overlooked aspect of golf operations. Most operators realize
that it is important to carry some items as a convenience to their customers, some even see it
as a profit center, but rarely is it seen as a significant source of income. Many golf operators
appear to be content with low merchandise sales per round (‘standard’ was $2.32 for mid-range
and $6.65 for premium in 2010). On the other hand, some operators see merchandise sales for
what it can be — a major profit center for the golf operation. In looking at Riverside GC, we see a
total of only $84,565 in merchandise sales in 2012, down 23.5% from a peak of over $110,000
in 2009 ($3.03 per round):

In addition, savvy operators understand that the quality of the merchandise helps set the golfer’s
expectations for the course. For example, if a golfer comes in and sees a sparsely stocked pro
shop, they are likely to conclude that the golf course is in financial difficulty, which may reflect
on the quality of the golf course and its condition. Similarly, if the pro shop carries high-quality
shirts and supplies, the golfer is led to believe the golf course is a higher-end facility that attracts
higher-end golfers who can afford to play at better facilities.

The biggest key to success in merchandise sales is attitude. If a golf facility operator
approaches merchandise sales as simply a minor add-on, it is likely to remain a low priority and
generate little revenue. On the other hand, if the pro shop is viewed as a retail store, the entire
perspective changes. The degree to which a golf facility can emulate successful retail store
practices will determine just how successful that golf shop can become. Ideas to help move
improve merchandise operations at public golf courses include:

National Golf Foundation Consulting, Inc. — City of Portland Operations — Appendices — 13



Sales. Successful retail stores realize that the word “SALE” is a very powerful word,
and thus always have merchandise on sale. Further, the merchandise on sale is not
just the rejects, but includes popular selections as well.

e Promotion. The typical pro shop relies on a small sign placed strategically on a rack
or table to announce items that are on sale. Merchandise sales can also be promoted
on the Website, sent out in emails, and noted on large signs in the lobby or grill area
or on smaller signs at the pro shop counter or even on the golf carts.

e Inventory. Successful retail stores recognize that having a strong inventory is
important for two reasons: (1) it gives customers a wider selection, which increases
the chances for a sale; and (2) full shelves are much more enticing to customers than
sparsely stocked shelves.

e Margin. Most successful pro shops will have a cost-of-goods for merchandise sales
of under 70% (Riverside Golf Course is well above this threshold in all years
reviewed, and as high as 99% in 2011).

e Know Your Market. One of the biggest keys to success is to know your market and
stock merchandise that is consistent with golfers at the facility and the price point.

e Logo. One thing golf discounters and on-line stores do NOT have is your logo! Your
logo is often the main reason buyers will purchase your shirts and caps, etc., because
it is unique and gives them something to wear others won'’t have. The Riverside GC
and the City of Portland should strive to promote the golf logo on all soft goods items
(shirts, jackets, hats, etc.), as well on golf balls and umbrellas and other hard goods.

e Staffing. The best pro shops will have staff dedicated to merchandise sales.

Food and Beverage Operations

The food and beverage (F&B) operation at most golf courses is critical to the facility’s
profitability, either positively or negatively. The F&B operation, though, is more important to the
success of a golf course than simply its direct contribution to the bottom line. What is often
undervalued, perhaps because it is so hard to measure, is the F&B’s impact to the overall
desirability of a golf course and thus its effect on rounds performance.

There is no question that for most golfers a golf course’s F&B operation significantly impacts the
overall golfing experience. Given that an 18-hole golf round usually takes four to four and half
hours to play, a golf round is inevitably going to interact with at least one meal for a golfer.
Further, many golfers enjoy relaxing after a round of golf, preferably while eating and/or
drinking. This is an important social time as the golfers reflect on the round, settle bets, and
often discuss various issues that may have nothing to do with golf. (Notably, a golf course is a
popular spot to conduct business).

As a result, a facility’s F&B operation can be either an asset or a detriment to a facility. If the
guality of the food and beverage concession does not match the experience or price of a golf
course, there is no doubt that the operation will have a negative impact on golf course
performance. However, if the F&B operation is in strong sync with the golf course, revenues in
both operations will be maximized. This is true if for no other reason than convenience. Given
that the golfer is likely to need a place to eat either before, after or even during a round, if the
golf course cannot provide the meal appropriately, the golfer must find another place — adding
additional time and inconvenience to the round. Further, a golfer tends to want to satisfy thirst
and hunger immediately. If this cannot be done at the golf course, the round can be much less
pleasant.
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On the other hand, if the food quality and service is a good match for a facility, it adds to the golf
experience and increases the desirability of the golf course as a place to play. A high quality
F&B operation with multiple options can help make up for deficiencies of a golf course. Similarly,
a poor F&B operation can drag even a good golf operation down.

Successful Food and Beverage Operations at Golf Facilities

From a golf perspective, the F&B operation does not need to be elaborate; a simple grill
operation is often sufficient. Golfers are looking maostly for tasty items that can be prepared and
delivered quickly in an inviting and friendly atmosphere. Hot dogs, hamburgers, and sandwiches
are generally the most popular items served. However, with healthy selections becoming more
socially acceptable and appealing and with the desire to expand the market to include women
and seniors, other menu items are required. There should be salad and healthy sandwich
choices as well as fruit offerings. To increase appeal to regulars, there should be daily specials.
A “signature” item is always desirable (under development at Through the Woods at Riverside).

It is also important to understand that the F&B operation is not limited to the grill or restaurant,
but definitely extends to the golf course. Many golf operators have discovered that offering a
good beverage cart operation not only creates a new profit center, but also increases total
rounds performance. Golfers tend to enjoy beverage cart service, when the operators are well-
trained and personable and the prices and selection reasonable. It is not uncommon for a mid-
level facility to average more than $1 to $2 per round from beverage cart sales alone. However,
to be successful, a beverage cart operation needs to have the following:

e Good Servers. The attendants need to be friendly and helpful. Females tend to work
better than males, as most of the customers are male.

o Beer. Beer is the beverage of choice for a large percentage of golfers. Having beer
readily available will significantly help performance — both for the F&B operation and
for the golf course.

e Good Selection. Savvy operators track what golfers are buying and do their best to
keep these items in stock and available on the golf cart.

o Consistency. This is perhaps the most important ingredient of all. To be successful,
the beverage cart must be present consistently. It cannot be operated only during
“peak” days and at “peak times.” Golfers need to be trained to expect that the
beverage cart will be there in order to leave their coolers behind and for the beverage
cart to have a positive impact on the golf course rounds.

Where F&B operations tend to create fiscal problems for a golf facility is when they start offering
dinner services that go beyond the typical golf course fare and try to compete with restaurants.
On the other hand, this strategy can work so long as the golfers are being taken care of and the
restaurant option is in addition to, not in lieu of focus on golfers.
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APPENDIX E — GOLFER SURVEY

Riverside Golf Course
Golfer Satisfaction Survey

Your Golf
1) About how many rounds have you played at Riverside Golf Course in the past 12 months? rounds
2) Do you play most of your golf at Riverside Golf Course? O Yes O No
3) What other courses in the area, if any, have you played on a somewhat regular basis in the past 12 months?
1) rounds
2) rounds
3) rounds

Your Experience at Riverside Golf Course

4) How satisfied are you, overall, with Riverside Golf Course?
Very dissatisfied O1 02 03 04 O5 06 0O7 08 09 010 Verysatisfied

5) Given the cost to play here, do we meet your expectations?

We fall short of your expectations O1 02 O3 04 O5 06 0O7 08 09 010 We exceed your expectations
6) How does your overall satisfaction with Riverside Golf Course compare to your satisfaction with other similarly priced

courses you have recently played?

Unfavorably O1 02 O3 04 O5 O 0O7 O0O8 09 O10 Favorably
7) In the next 12 months, are you likely to play here more often, less often or about the same?
Much lessoften O1 02 O3 04 O5 06 0O7 08 0O9 O10 Much more often
8) If asked, how likely would you be to recommend Riverside Golf Course to another golfer?
Not at all likely to recommend O1 O2 O3 0O4 O5 O0O6 0O7 08 09 010 Extremely likely to recommend

Playing History & Referrals at Riverside Golf Course

9) Approximately how long have you been playing golf at Riverside Golf Course?
O Less than one year
O Over one year (list total years)
10) Did you first play Riverside Golf Course because someone recommended us to you? O Yes O No
11) Have you recommended Riverside Golf Course to anyone in the past 12 months? O Yes O No
If yes, how many?

12) Have you advised anyone against playing at Riverside Golf Course in the past 12 months? O Yes O No
If yes, how many?

Your Comments

13) What do you like most about Riverside Golf Course?

14) If you were the person in charge, what improvements, in any aspect of the course or our service, would you consider making?

Your Level of Satisfaction

For each factor below, select a number from 1 to 10 indicating your level of satisfaction. Don’t Know/
Factors Very Dissatisfied Very Satisfied | Can’t Rate
15) Overall Course Conditions O1 02 O3 04 O5 0O 0©O7 08 09 O10 O

16) Pace of Play 01 02 O3 04 O5 O O7 08 09 O10 O

17) Overall Value O1 0O2 O3 04 O5 O O7 08 09 o010 O

18) Friendliness/Helpfulness of Staff 01 O2 O3 04 O5 O O7 08 ©O©9 O10 O

19) Golf Course Design/Layout 01 O2 O3 04 O5 O O7 08 O9 O10 O

Survey continued on opposite side
Customer survey conducted by the National Golf Foundation. © Copyright 2012 — All Rights Reserved.

National Golf Foundation Consulting, Inc. — City of Portland Operations — Appendices — 16



Your Spending

20) What would you estimate is your average cost per round (including green fee, golf car if used, range balls, etc.

— but excluding merchandise and food & beverage) at Riverside Golf Course? S
21) About how much would you say you have spent in total on merchandise (e.g., apparel, golf balls,

clubs and other items) over the past 12 months at Riverside Golf Course? S
22) About how much would you estimate you spend, on average,

on food & beverage each time you visit the course? S

Additional Information

23) Do you think it would be a benefit to the Riverside Golf Course operation and/or the Portland community to have a golf professional on
staff?

OYes ONo
24) If you answered yes to the previous question, please explain.

25) If the City were to add nets and re-open the driving range, charging market based rates for balls, how frequently would you utilize the

range?
OFrequently ONot very often
OMost times that | am playing a round of golf ONever

OOccasionally
26) Select a number from 1 to 10 indicating your level of satisfaction with the food & beverage quality / selection at Riverside Golf Course.
Very Dissatisfied O1 02 O3 04 O5 06 0O7 08 09 010 Very Satisfied
27) Select a number from 1 to 10 indicating your level of satisfaction with the overall clubhouse conditions and amenities at Riverside Golf
Course.
Very Dissatisfied O1 02 O3 04 O5 O0O6 0O7 08 09 010 Very Satisfied
28) If you answered either “Somewhat Dissatisfied” or “Very Dissatisfied” to the previous question, please indicate the day of week (Monday
through Friday, or Sat./Sun.) and time of day (early morning/mid-morning/late morning or after) you prefer to tee off.

O€Early morning O Monday through Friday
OMid-morning OsSaturday/Sunday
Olate-morning
Olater
29) When buying golf merchandise other than at Riverside Golf Course, where do you make most of your purchases?
OOnline OOther golf course pro-shop
OMass merchant retailer (Target, Wal-Mart, etc.) OOther area golf retail shop

Ol buy all of my golf merchandise only at Riverside Golf Course
30) If you selected “Other area golf retail shop” in the previous question, please list:

31) Do you utilize Riverside Golf Course for winter activities other than golf (e.g., cross country skiing)?

OYes ONo
32) If you answered “Yes” to the previous question, would you utilize the winter activities if there was a nominal fee to cover the maintenance
and operating cost of the winter activities?

OYes ONo

Your Demographics

33) Please enter zip code of your primary residence:

34) Please select your gender: O Male O Female
35) Please enter your age:

36) Please enter your average 18-hole score:

37) Which of the following best describes you? (Check only one)

O Non-passholder (Riverside green fee player) O Non-passholder but RGA member
O Passholder / non-RGA member O Passholder and RWGA member
O Passholder and RGA member O Non-passholder but RWGA member

Your Contact Information

First name:
Last name:
Address:
City:

State: Zip:

Phone:

Email:

o Please keep me informed about special offers from Riverside Golf Course’s trusted partners and affiliates.

Thank you for your time and input! Customer Survey conducted by the National Golf Foundation. © Copyright 2012 — All Rights Reserved.
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Customer Origin Maps
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APPENDIX F — NATIONAL ROUNDS PLAYED

NATIONAL GOLF ROUNDS PLAYED REPORT
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NATIONAL GOLF ROUNDS PLAYED REPORT

POWERED BY
Dttt N
SEPT YTD SEPT YTD
PACIFIC 1.1% 3.5% SOUTH ATLANTIC 8.9% 3.T%
CA -0.6% 3.8% SEPT ¥TD DE, DG, MD 21.0% 6.5%
Las Angeles -30%  15% [ORTEC STATES 5.2% 74% Washington/Baltimore 215%  B.9%
Orange County 1.0%  28% frusic access 55% 8.3% FL 50%  15%
Palm Springs -3.8% 4.2% Irrivate 31% 4.0% Jacksonville/Daytona 2.3% 1.1%
Sacramento 3.0% 4.7% Orlando 13.5% 9.5%
San Diego 0.3% 3.2% EAST NORTH CENTRAL T.4% 13.4% Tampa 3.3% -01%
San Francisco/Cakland -0.5% B.5% L 21%  11.3% Palm Beach 1.6% -2.4%
Hi -5.1% -1.0% Chicago 3.6% 11.6% Sarasota 1.7% 0.9%
OR 4.1% 0.3% 1N 4.6% 12.2% Maples/Ft Myers 3.1% 4.6%
Portland B.7% 1.7% Mi 14.2% 15.2% MiamiFt Lauderdale -0.3% -8.2%
WA 6.5% 5.5% Detrait 19.4% 22.3% GA 14.1% 7.5%
Seattle .05 4.4% OH 8.3% 15.7% Atlanta 15.2% B.7%
Cincinnati 14.0% 20.3% NG 4.9% 0.5%
MOUNTAIN 0.5% 6.7% Cleveland 10.9% 15.9% Greensbora/Raleigh 4.6% 3.1%
AZ 3.9% 4.0% Columbus 6.3% 10. 1% 8C 4.6% 5.9%
Phoenix 2.8% 32% Wi 57% 10.6% Charleston 24% 4.9%
co -1.7% 6.6% Milwaukes 4 5% 11.7% Hilton Head 2.4% 5.9%
Denver -1.3% B.7% Myrtle Beach 3.8% 9.6%
D, WY, MT -3.2% 8.6% SOUTH CENTRAL 0.1% 5.0% VA 13.8% B8.9%
LY -4.6% 2.5% AL 11.2% T.2% Wy 14.6% 8.9%
WV 1.3% 2.7% Birmingham 14.0% T.2%
Laz Vegas 0.9% 3.3% AR 1.3% 10.5% MID ATLANTIC 17.6% 12.9%
uT 5.6% 165% KY 4.7% 9.6% M 13.6% 12.5%
LA -11.0% -2.1% MY 14.5% 11.0%
WEST NORTH CENTRAL 0.3% 9.7% MS -3.0% 0.2% Mew York City 11.2% 13.0%
|& -3.8%  11.3% Ok -6.8% T.3% PA 23.5% 15.5%
KS -3.9% TA4% Okdahoma City -0.5% 2.5% Philadelphia 18.5% 12.2%
NE 0.5% 10.1% ™ 3.7% 6.6% Fittsburgh 11.3% 17.6%
ND.SD T.6% 13.7% Mashwille To% 6.3%
MM 3.2% T.7% TX -0.9% 3.4% NEW ENGLAND 3.4% 4.9%
Minneapolis/5t. Paul 25% 108% Daklas/Ft. Worth -3.7% T.7% CT 11.6% B8.5%
["[0] -0.9% 10.4% Houston 3.5% -1.7% Harttord T.7% 7.9%
St Louis 0.8% 13.3% San Antonio 2.6% 4.0% MA, RI 2.6% 3.5%
Kansas City -3.3% 7.7% Boston 3.3% 4 9%

ME, NH, VT -0.5% 4.6%

The percentages represent the differences in number of rounds played comparing September 2012 to Sepiember 2011,
For mare information contact Golf Datatech, golfroundsplayedi@golfdatatech.com ar call 407-944-4116
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