City of Palo Alto

(ID # 8848)

City Council Staff Report
Report Type: Action Items

Meeting Date: 4/16/2018

Summary Title: Public Hearing: Golf Course Fees/Budget Amendments;
Approve New Contract for OB Sports
Title: PUBLIC HEARING: Staff Requests Council: (1) Approve a Golf
Management Agreement and Restaurant License Agreement With OB Sports
for 39 Months in an Amount Not-to-Exceed $9,008,000; (2) Approve a Budget
Amendment in the General Fund; (3) Adopt an Ordinance Amending the FY18
Municipal Fee Schedule to Amend the Golf Fees; (4) Amend a Management
Agreement and a Lease With Brad Lozares to Increase the Not-to-Exceed
Amount by $40,000 and Amend Both Terms to end April 17, 2018; (5) Amend
the Lease With Hee King Bistro to Waive Lease and Utilities Payments of
$45,633 and Authorize Buy-Back of Inventory/Liquor License Not-to-Exceed
$48,311.
From: City Manager
Lead Department: Community Services
Recommendation
Staff recommends that Council:
1. Approve and authorize the City Manager or his designee to execute the attached
Agreement with OB Sports (Attachment A) in an amount not to exceed $9,008,000 for
golf management services on course, at the driving range, at the Golf Shop, and
surrounding areas of the Palo Alto Baylands Golf Links (formerly the Palo Alto Municipal
Golf Course) for the term of April 16, 2018 through June 30, 2021;
2. Approve and authorize the City Manager or his designee to execute the attached
Agreement with OB Sports (Attachment B) for OB Sports to provide food and beverage
services under a license arrangement for the term of April 16, 2018 through June 30,
2021 and OB Sports to pay a minimum of $132,013 which is subject to mutual increase
based on net revenue expectations;
3. Amend the Fiscal Year 2018 Budget Appropriation Ordinance for the General Fund
budget by:
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a. Decreasing the estimate for revenue from Charges for Service in the Community
Services Department by $1,334,642; and
b. Decreasing the General Fund Budget Stabilization Reserve by $1,344,642;
4. Adopt the attached ordinance (Attachment C) amending the FY2018 Municipal Fee
Schedule to change the Community Services Division’s Fees for golf;
5. Amend Professional Services Agreement C3151541A (Attachment D) with Brad Lozares
Golf Shop for a change in compensation for an additional $40,000 and amend the term
to April 17, 2018 (Attachment E);
6. Amend Lease # 211 (Attachment F) with Brad Lozares for the Golf Shop to end on April
17, 2018 (Attachment G); and
7. Authorize the City Manager to enter into an agreement to purchase the FF&E and
operating liquor license from Hee King Bistro in an amount not to exceed $48,311 and
absolve Hee King Bistro of past due lease and utilities payments in an amount not to
exceed $45,633. (Attachments H and I)
Executive Summary
In 2012, the City sought designs for modification to the Palo Alto Municipal Golf Course due to
an adjacent San Francisquito Creek levee expansion project which would change the
boundaries of the golf course. After a course architect was selected and designs reviewed, the
City Council selected a full course renovation and staff began a five-year process of planning,
architectural review, environmental permitting, course management contract revisions, course
construction, and new course management selections.
In 2013, several course management and maintenance contracts were negotiated to expire
concurrently in 2018 to allow the City to issue a Request for Proposal (RFP) for a full-service golf
course operator to provide services after completion of the full course renovation.
Upon receipt of environmental permits, the golf course closed in July 2016 to begin
construction of a new course and expansion of the golf practice areas. With course
construction and turf grow-in complete, the renamed Baylands Golf Links is planned to open in
mid-Spring 2018 under a new agreement with a full service operator.
Background
On October 15, 2012, Council awarded a contract to Golf Group, Ltd. (aka Forrest Richardson &
Associates) to design a reconfigured Municipal Golf Course, prepare final bid documents (plans,
specifications, and cost estimate) for a reconfiguration project at the Palo Alto Municipal Golf
Course, and prepare an Environmental Impact Report (EIR) for the proposed Golf Course
modifications based on a conceptual layout plan approved by Council in July 2012. In
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accordance with the adopted renovation plan, Forrest Richardson prepared construction
documents based on a design concept to reconfigure the Golf Course to conform to its Baylands
setting and rebrand the facility as the Baylands Golf Links at Palo Alto. The Golf Course
Reconfiguration Project plan modified all 18 holes of the Golf Course, a portion of the driving
range and practice facility, and replaced an outlying restroom facility, while retaining a
regulation golf course with a par of 71. The reconfigured Golf Course incorporated or modified
existing low-lying areas into the new Golf Course, reduced the area of managed irrigated turf,
and introduced areas of native grassland and wetland habitat. The project design was
developed to achieve the following objectives:







Create a golf course that provides a more interesting layout for golfers of all levels, with
enhanced wildlife habitat, improved wetland areas, and reduced usage of water,
pesticides, and maintenance labor for turf and landscaping;
Expand recreation areas to satisfy existing and projected needs;
Integrate the Golf Course into the Baylands design theme;
Mitigate for impacts on the Golf Course resulting from the San Francisquito Creek Joint
Powers Authority’s (JPA) flood control project;
Improve Golf Course playing conditions – turf, drainage, and irrigation; and
Increase rounds of play and expand recreational opportunities.

After a successful community engagement effort to design a new golf course, staff was delayed
in starting the project. Permit acquisition became a much more significant obstacle than staff or
our environmental consultant originally anticipated. The state and federal permitting processes
were slow and cumbersome, and were complicated by the Golf Course Reconfiguration
Project’s location adjacent to and connectivity with the San Francisquito Creek Joint Powers
Authority’s (JPA) Bay-to-Highway 101 Flood Protection Project. After extensive efforts to secure
the permits, the City finally secured the regulatory permits in June 2016, thus allowing the Golf
Course Reconfiguration Project to proceed.
On June 20, 2016, Council awarded a construction contract for the Golf Course Reconfiguration
Project to Wadsworth Golf Construction Company. Since June 2016, staff and the Wadsworth
Golf Construction Company have been actively working on the project which is now complete; a
golf construction summary is attached. (Attachment J)
If Council approves staffs’ recommendations, the City will close-out existing contracts with the
current vendors that have been operating the Golf Course, and enter into a new agreement
with OB Sports, to serve as the City’s new full-service Golf Course operator, and to open the
Golf Course to the public in the spring of 2018.
Currently there are four separate, but related, contracts applicable to operations at the Palo
Alto Golf Course.

City of Palo Alto

Page 3

In the spring of 2013, the first three contracts below were negotiated to expire concurrently
with the existing fourth contract on April 30, 2018. The purpose for aligning the contract
expiration dates for all golf course contracts was to allow the City to issue a Request for
Proposal (RFP) for a full service golf course operator after completion of a full course
renovation. (March 18, 2013 City Council Staff Report ID # 3576 on Golf Course Contracts.) The
current golf course agreements are:
1. Golf Course Maintenance Services Agreement - BrightView Golf is the service
provider.
2. Golf Course Management Services Agreement - Brad Lozares is the current services
provider. The management services agreement provides Golf Course and driving range
management, Golf Course marshaling, Golf Course revenue collection, customer service,
starting time coordination, and cart rental services.
3. Golf Shop Lease - Brad Lozares is the tenant.
4. Food and Beverage Services Lease between the City and R&T Restaurant - This Lease
has been assumed by Hee King Bistro Inc. to operate the Bay Café restaurant.
Per the intent of concurrent contract expirations, the City issued an RFP on August 21, 2017,
seeking a full service golf course operator or lessor. Thirteen firms attended the pre-proposal
meetings, of which six submitted formal proposals by the deadline of October 9, 2017. The City
received five full service management proposals and one lease proposal for food and beverage
service only. Upon review of all proposals, staff interviewed representatives of the five
management proposals from BrightView/Kemper Sports, Course Co., Landscapes Unlimited, OB
Sports, and Troon.
Of the five management proposals, OB Sports was evaluated as the preferred service provider
and staff negotiated with them a modified full service contract. This service contract is modified
to include a facility lease of the golf course restaurant with OB Sports.
OB Sports is a golf management company providing services in course operations, course
maintenance, food and beverage, sales and marketing, and course design. Based in Scottsdale,
Arizona the company operates or manages 55 courses in the United States and one course in
the Bahamas. Courses managed include private, resort, and daily fee courses. Locally, OB Sports
manages the Golf Club at Moffett Field, a daily fee course open to the public.

Discussion
RFP Review and Proposal Selection
The RFP proposal review process consisted of a multiple step evaluation process including
assessment of financial pro-formas submitted with each proposal, comparison of management
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fees, presentations and interviews of each company’s proposal and management style to
identify the best fit with the City, and reference checks. In addition to financial pro-formas,
each company was asked of their confidence level in attaining revenues while remaining within
their proposed budget. They were also asked if they would be willing to assume some risk as
part of their financial compensation structure.
In assessing the proposals, interviews, and supplemental information, staff identified OB Sports
as the preferred service provider and negotiated with them a modified full service golf
management contract. The proposed contract with OB Sports consists of payment for a flat
management fee, payment for direct costs associated with course maintenance and operations,
incentive compensation for achieving a revenue threshold, and a lease for the provision of food
and beverage services. The modified portion of the service contract is a provision for a lease
contained within the contract for all food and beverage service outlets including the restaurant,
catering, and on-course refreshments.
Termination of Existing Contracts
The contract with OB Sports necessitates early termination of the contract and lease with Brad
Lozares which is set to expire April 30, 2018. The contract with Brad Lozares is for management
services and the lease is for the Golf Shop. Early termination of the contract and lease will allow
OB Sports to begin providing services prior to April 30, 2018.
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Green Fee Structure and Associated Course Fees
OB Sports will re-open the new golf course on behalf of the City presenting a new links style
course designed by Forrest Richardson. It is anticipated players will consist of Palo Alto
residents, regional Bay Area residents, and non-Bay Area residents traveling a distance to play
the course. As such, green fee pricing and priority tee time reservations are being structured by
residency, with Palo Alto residents receiving a lower rate and non-Bay Area residents being
charged the highest rate with the most advance reservation booking opportunity.
The lowest overall green fee rates are available through the purchase of an annual Baylands
cardholder rewards program available to both Palo Alto residents and non-residents. However,
Palo Alto residents will receive the lowest rate to purchase the Baylands cardholder rewards
program. The Baylands card also further discounts green fee rates for seniors playing Monday
through Thursday.
The Baylands cardholder reward program is a member program with the potential of providing
benefits such as discounted green fees for cardholders and their guests, complimentary play on
the day of purchase, early twilight play, complimentary events, travel benefits of discounted
green fees at other OB Sports managed courses, and discounts for driving range, golf shop, and
restaurant purchases. The actual benefits to be offered are to be determined in collaboration
with City staff and OB Sports. At a minimum, discounted green fees, discounted travel green
fees, and golf shop discounts will be included with a purchase of a Baylands cardholder reward
program.
In addition to tiered green fee rates based on residency, OB Sports will also implement dynamic
pricing with fluctuating fees dependent on time of day, day of the week, and demand. To
facilitate dynamic pricing, green fees are proposed as fee ranges to accommodate these
fluctuations. However, at any time when a tee time reservation is made, Palo Alto residents are
assured the lower available rate for the selected tee time based on their residency.
Overall, the proposed green fees and associated course fees are competitive in the regions golf
market and revenues are anticipated to recover operating costs, bond debt, and allow for the
establishment of a capital reserve when revenue exceeds expenditures. The capital reserve
would be applied towards future golf related improvements. The average green fee for fiscal
year 2019 is estimated to be $33.33.


Proposed fee rates for the Baylands Golf Links are shown in the following table:
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Resource Impact
Management Contract, Lease, and Budget
The duration term of the proposed contract with OB Sports is 39 months with mutual renewal
options. The contract will cover the three months remaining in FY 2018 (April, May, and June)
and run for 36 additional months (FY 2019, FY 2020, and FY 2021). A 3-year renewal option for
FY 2022, FY 2023, and FY 2024 is available if mutually agreed. An additional second 3-year
option through FY 2027 is available if mutually agreed.
The golf course operating budget for FY 2018 was established at $2.14 million in revenue and
$2.45 million in expenses. These amounts assumed a period of four months of turf grow-in
while the course completed construction with the course reopening in November 2017 to offer
approximately eight months of golf play. With the delayed course opening to Spring 2018, a
reduction in revenue from golf course activities is recommended in the amount of $1,334,642
as a result of the extended closure, bringing the total estimated revenue from the golf course to
approximately $808,000 in FY 2018.
Staff does not recommend a commensurate reduction in expenses, despite the course being
closed for the majority of the year. At a high level, the $2.45 million of golf course expenses in
FY 2018 are allocated as follows: $750,000 for the golf course maintenance contract with
Brightview, $240,000 in management fees and revenue shares for the golf course management
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contract with Brad Lozares, $165,000 in utilities, $125,000 in staff oversight and other charges,
$840,000 for the golf course contract with OB Sports for start-up costs and expenses associated
with their first quarter of operations, and approximately $50,000 in additional maintenance and
supplies.
The course is expected to have a positive impact on the General Fund in future years, and as
such, staff recommends that money be set aside in fiscal years 2019 through 2022 to repay to
the General Fund some of the losses that the golf course has had in recent years. Beyond FY
2022, staff recommends that net revenue from the course be set aside for future golf course
capital improvements to reduce the need to debt finance in the long term.
In FY 2019, the contract with OB Sports proposes an operating revenue target of $3,655,500
and an operating expenditure budget of $2,629,232. The expenditure budget consists of a flat
fee for management services plus travel reimbursement, Direct Costs associated with course
maintenance and operations, a 1% contingency, and incentive compensation. The flat fee for
management services is $108,000 plus up to $12,000 for reimbursable travel expenses. The
payment for Direct Costs associated with course maintenance and operations is $2,484,388
plus up to $24,844 in contingency (1%). The incentive compensation consists of 20% of revenue
earned above the revenue target each year. In FY 2019, the revenue target is $3,655,000. For FY
2019, the incentive compensation amount is to be determined based on performance and
would be added to the operating expenditure budget.

FY 2019 Management Contract
Revenue
Green Fees & Driving Range

$3,655,000

Expenditures
Flat Mgmt. Fee
Travel
Maintenance & Operations

$108,000
$12,000
$2,484,000

$2,604,000
Net Income*

$1,051,000

* Net Income excludes annual City costs in addition to management contract. These include
utilities, City staff time and golf course debt service payments.
For FY 2020 and FY 2021, the budget is to be developed by OB Sports and reviewed by City staff
and approved by Council during the annual budget process. However, it is limited to no more
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than a 3% increase over the prior fiscal year.
Annually, the overall budget for golf course operations extends beyond the financial terms of
the management contract. The City will incur costs for staff oversight of golf operations, water
and other utility costs throughout the golf course premises, debt service cost associated with
bond issuance to finance course construction, City cost plan charges, and setting aside a capital
reserve with any remaining net income. The annual estimated costs beyond the financial terms
of the Management Contract are as follows:

Estimated Annual Costs in FY 2019 in Addition to
Management Contract
Staff Oversight
Water
Other Utilities
Debt Service
Contingency Fund (1% of Operating Expenses)

Total

$130,000
$207,000
$35,000
$611,000
$26,000

$1,009,000

Subject to annual funding availability and Council approval, when total revenue from golf
course activities exceeds the total expenses, staff recommends that money be set aside in fiscal
years 2019 through 2022 to repay to the General Fund some of the losses that the golf course
has had in recent years. Beyond FY 2022, staff recommends a Capital Reserve of up to 10% of
revenue be established to fund future golf course capital improvements in fiscal years when the
course operates with positive net income.
In the first full year of operations, Fiscal Year 2019, the City will need to make one final
payment for the debt issued for the Golf Course in 1998 ($429,000) as well as one payment for
the new debt issued in 2018 ($182,000). Despite this, staff projects that the additional debt
payment will result in the golf course fully covering its costs in FY 2019. Moving forward into FY
2020, it is anticipated that the course will not need to rely on a subsidy from the General Fund
as revenue from the restaurant lease, green fees, driving range, and golf shop are anticipated to
be sufficient to cover the course management costs as well as the additional costs relating to
staff oversight, water, other utilities, debt service, and City cost plan. If projections do not look
likely to be met in future years, the City has the ability to reduce golf course operating expenses
during the annual Council budget process.
The modified full service management arrangement consists of two agreements. One
agreement is for golf management services on course, at the driving range, and at the golf
shop. Another agreement is a lease agreement relating to food and beverage service. OB Sports
will lease all food and beverage outlets including the restaurant, catering, and on course
refreshments. The lease consists of a $1 per-month payment from OB Sports to the City
through June 2019 and then increases to $4,000/month during FY 2020. Beyond FY 2020, the
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monthly lease payment may increase, but will remain at a minimum of $4,000 per month
through June 30, 2021. In addition, beginning in FY 2020, there is a $1,500 per month utility
payment from OB Sports to the City for use of the restaurant. The City and OB Sports will
negotiate new contract terms if the agreement is extended beyond the initial term.
Below is a 5 year pro-forma illustrating anticipated revenues and expenses to operate the
renovated golf course. Below the pro-forma are actual revenues and expenses for the golf
course prior to construction for comparison. The new operating structure, with one operator,
as opposed to three separate contracts managing golf services, food and beverage, and course
maintenance will be much more efficient towards providing a seamless customer experience
for visitors. Moreover, the City oversight and support for the golf course operation will be
significantly more efficient with one golf course operator managing all aspects of the new
Baylands Golf Links. Staff engaged a golf management professional, James Keegan of Golf
Convergence, to review the 5 year pro-forma. He determined that the projections are
reasonable and achievable. His review can be found in Attachment K.
Five Year Financial Pro-Forma
Baylands Golf Links

Projection
FY 18
Current Budget

Revenue
Revenue Target
Restaurant Lease
Restaurant Utilities
Total Estimated Revenue to the City
City Direct Expenses
Golf Operator Management Fees
Golf Course Operator
Reimburseable Expenses
Operating Expenses
City's Indirect Expenses
Contingency for Operations
Existing Debt Service
New Debt Service
Staff Oversight
Utilities
Total City Expenses
Available Funding for Capital
Reserve/Net GF Impact
Green Fee Per Round (Increases 0.5%
per year)
Total Paid Rounds (Increases 1.5% per

$

FY18
Adjusted

FY19

FY20

FY21

FY22

FY23

FY24

2,054,052
63,500
26,000
2,143,552

804,253
2,780
1,877
808,910

3,655,000
3,655,000

3,764,650
48,000
18,000
3,830,650

3,877,590
49,440
18,000
3,945,030

3,993,917
50,923
18,000
4,062,840

4,113,735
52,451
18,000
4,184,186

4,237,147
54,024
18,000
4,309,171

300,004
-

81,169
2,500

108,000
12,000

108,000
12,000

108,000
12,000

108,000
12,000

108,000
12,000

108,000
12,000

1,249,502

1,768,556

2,484,388

2,558,920

2,635,687

2,714,758

2,796,201

2,880,087

429,020
112,653
357,400
2,448,579
(305,027)

5,169
429,020
112,653
178,976
2,578,043
(1,769,133)

26,044
429,020
181,794
130,000
237,151
3,608,397
46,603

25,589

26,357

27,148

27,962

28,801

395,770
133,900
244,266
3,478,444
352,206

395,186
137,917
251,593
3,566,741
378,289

404,568
142,055
259,141
3,667,669
395,171

398,578
146,316
266,916
3,755,972
428,213

562,700
150,706
274,923
4,017,216
291,955

34.80
48,000

$

33.33 $
TBD

33.33 $
68,450

33.50 $
69,477

33.66 $
70,519

33.83 $
71,577

33.99 $
72,650

34.15
73,740

Although not a direct comparison, the golf course operated with a budget between $2.3M and
$2.6M in the five prior years under the multiple service provider model.
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Termination of Agreements with Brad Lozares, Compensation Adjustment, and exchange of
FF&E for Outstanding Customer Credits and Gift Cards.
At present, Brad Lozares holds two agreements with the City, both are set to expire April 30,
2018 and both need to be terminated early in order for OB Sports to begin preparing for and
operating the golf course. The effective date of the early termination for both agreements
would be April 17, 2018.
During course closure and golf construction, compensation to Brad Lozares for course
management was significantly reduced as services consisted primarily of operating the driving
range, revenue collection, and customer service. The monthly compensation to Brad Lozares
was reduced from $27,777 per month to $2,500 per month and augmented with an allowance
for a higher percentage retention of driving range revenue. In 2013, Brad Lozares agreed to this
planned reduction with the anticipation of the course re-opening in 2016 and resuming full
compensation commensurate with resuming prior course management services. However,
course construction was delayed due to extensive challenges with environmental permitting.
Due to this delay of construction, Brad Lozares continued to incur financial losses much longer
than he or staff anticipated. As such, staff recommends adjusting Brad’s compensation, with a
retroactive adjustment date of November 2017. This recommendation would increase the
monthly management payment from $2,500 to $7,500 for a period of six months, from
November 2017 through April 2018. In addition, staff recommends an additional $10,000
payment for business expenses and travel, for a total compensation adjustment of $40,000.
A comparison of financial management compensation to Brad Lozares for the past five fiscal
years follows:

Golf Professional Services Compensation to Brad Lozares
FY 2013

FY 2014

FY 2015

FY 2016

FY 2017
(Course
Closed)

Fixed Fee

$345,333

$345,333

$345,333

$345,333

$30,500

Revenue Share
Driving Range Revenue Share
Cart Rental Revenue Share
Club Rental Revenue Share

$130,675
$112,083
$5,950

$119,180
$86,034
$4,666

$112,834
$81,767
$4,879

$110,994
$88,905
$4,804

$195,630
$0
$0

Total Mgmt Compensation

$594,041

$555,213

$544,813

$550,036

$226,130
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Per the Golf Shop lease, upon termination, the City is obligated to purchase the retail inventory
from Brad Lozares at 90% of wholesale value. The approximate cost of inventory at 90% is
estimated not to exceed $45,000. In addition to this inventory purchase, Brad Lozares has
offered his Furniture, Fixtures, and Equipment (FF&E) to the City in exchange for accrued
revenue he has received and retained from the sale of gift cards/certificates (estimated at
$45,000) and in exchange for customer credits on account (estimated at $40,000). For this
exchange, the City would honor gift cards/certificates and customer credits should customers
request redemption in the form of green fees, driving range fees, or sales merchandise.

Hee King Bistro operating Bay Café and purchase of FF&E and Liquor License
In January 2016, Hee King Bistro assumed the Bay Café lease from R&T Restaurant. The lease is
set to expire April 30, 2018. Upon Hee King Bistro vacating Bay Café, OB Sports will begin
preparing for and operating the Bay Café under new license terms with the City.
Although assumption of the Bay Café lease from the prior tenant/owner was in January 2016, it
was with an anticipation of customers from a new golf course starting in early 2017. Since 2012,
there has been a decline in the number of golfers at the course resulting in loss of revenue for
the golf operation and the restaurant. Furthermore, course construction was delayed due to
extensive challenges with environmental permitting. The combination of declining visits by
golfers and delays pushing out the construction start date impacted the restaurant’s
profitability. As the golf course closed six months after Hee King Bistro assumed the Bay Café
lease and has not re-opened, the restaurant has struggled financially as the revenue stream for
the restaurant is heavily dependent upon customers from course play. At present the
restaurant is behind in submitting lease and utilities payments totaling $45,633 attributed to
financial losses associated with course closure. Staff recommends forgiving the past due lease
and utilities payments and this amount has been included in the budget adjustment to reduce
revenue recommended above. In addition, staff recommends approval of the purchase of
restaurant FF&E and City purchase of the existing liquor license in the name of OB Sports. Public
agencies are not permitted to hold liquor licenses in the State of California. However the
classification of this particular liquor license is for sales of alcohol at the golf course only and
may not be transferred to another location. The City purchase of restaurant FF&E and liquor
license is for an amount not to exceed $48,311.
Environmental Review
An Environmental Impact Report (EIR) was prepared to evaluate the potential impacts of the
Palo Alto Municipal Golf Course Reconfiguration Project and to identify the appropriate
mitigation measures in accordance with the provisions of the California Environmental Quality
Act (CEQA). City Council, acting on behalf of the City of Palo Alto in its role as lead agency for
purposes of CEQA, adopted a resolution on February 3, 2014, certifying the final EIR for the
project.
Attachments:
City of Palo Alto

Page 13













Attachment A - Golf
Attachment B - Golf
Attachment C: Ordinance to Amend the FY18 Municipal Fee Schedule to Amend the Golf
Fees
Attachment D: Golf Professional Services Agreement Ammendments #1 through #6
Attachment E: Amendment 7 C3150541A Brad Lozares
Attachment F: Golf Pro Shop Lease & Amendments #1, #2, #4
Attachment G - Golf
Attachment H: Golf Restaurant Lease, Amendment #1, #2, & Lease ReAssignment
Attachment I - Golf
Attachment J: Golf Construction Summary
Attachment K: Baylands Golf Course - Opinion on Staff Financial Projections - 4 2 2018 Final
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Attachment A
Approve and authorize the City Manager or his designee to execute the attached Agreement with OB
Sports (Attachment A) in an amount not to exceed $9,008,000 for golf management services on course,
at the driving range, at the Golf Shop, and surrounding areas of the Palo Alto Baylands Golf Links
(formerly the Palo Alto Municipal Golf Course) for the term of April 16, 2018 through June 30, 2021
This attachment is not ready and will be submitted in the late Council packet going out on April 12,
2018.

Attachment B
Approve and authorize the City Manager or his designee to execute the attached Agreement with OB
Sports (Attachment B) for OB Sports to provide food and beverage services under a license arrangement
for the term of April 16, 2018 through June 30, 2021 and OB Sports to pay a minimum of $132,013
which is subject to mutual increase based on net revenue expectations.
This attachment is not ready and will be submitted in the late Council packet going out on April 12,
2018.

Not Yet Approved
Ordinance No. _____
Ordinance of the Council of the City of Palo Alto Amending the Fiscal Year 2018
Municipal Fee Schedule to Amend the Community Service Division’s Golf Fees.
The Council of the City of Palo Alto ORDAINS as follows:
SECTION 1. Findings and Declarations. The City Council finds and declares as
follows:
A. The City of Palo Alto owns a municipal golf course in the Baylands that has
recently been renewed with a new layout, new turf, and several other improvements.
B. The City’s golf course is one of several in the region, including municipal‐owned
courses in San Jose, Mountain View, San Mateo, and San Francisco.
C. The City anticipates contracting with OB Sports, a golf management company, to
take over management of the renewed golf course, including its pro shop and restaurant.
During this period, the City and OB Sports anticipate making further improvements as the golf
course re‐opens to the public.
SECTION 2. The Council of the City of Palo Alto rescinds the existing golf fees (club
& cart rental fees, driving range fees, green fees, and special fees) in the Community Services
section of the Fiscal Year 2018 Adopted Municipal Fee Schedule (“Municipal Fee Schedule”) and
adopts the amendments to the Municipal Fee Schedule as set forth in Exhibit “A” and
incorporated here by reference.
SECTION 3. The fees in this Ordinance are for voluntary entrance and/or use of
government property. Pursuant to Art. XIII C, Section I(e)(4) of the California Constitution, such
fees are not a tax.
SECTION 4. The Council finds that this project is exempt from the provisions of the
California Environmental Quality Act (“CEQA”), pursuant to Section 15061 of the CEQA
Guidelines, because it can be seen with certainty that there is no possibility that the ordinance
will have a significant effect on the environment.
SECTION 5. This ordinance shall be effective thirty‐one days after the date of its
adoption.
INTRODUCED:
PASSED:
AYES:

Not Yet Approved
NOES:
ABSENT:
ABSTENTIONS:
ATTEST:
____________________________
City Clerk

____________________________
Mayor

APPROVED AS TO FORM:

APPROVED:

____________________________
City Attorney

____________________________
City Manager
____________________________
Director of
____________________________
Director of Administrative
Services

2

Not Yet Approved
Attachment A

Fiscal Year 2018 Municipal Fee Schedule
Community Services Fees
Open Space, Parks, & Golf

WEEKDAY
Monday‐Thursday
Walking

Riding

Low

High

Low

High

Non Resident
Bay Area Resident
Palo Alto Resident
Baylands Cardholder
Senior (w/ Card)
Replay Rate
9 Hole/Twilight Non Resident
9 Hole/Twilight Resident
Juniors

$50.00
$45.00
$40.00
$37.00
$34.00
$20.00
$32.00
$28.00
$12.00

$75.00
$65.00
$60.00
$57.00
$52.00
$30.00
$42.00
$38.00
$21.00

$64.00
$59.00
$54.00
$51.00
$48.00
$34.00
$41.00
$37.00
n/a

$100.00
$90.00
$85.00
$82.00
$77.00
$55.00
$56.00
$52.00
n/a

Cart Fees/18 Hole

$14.00

$25.00

Cart Fees/9 Hole

$9.00

$14.00
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WEEKEND
Friday ‐ Sunday
Walking

Riding

Low

High

Non Resident
Bay Area Resident
Palo Alto Resident
Baylands Cardholder
Senior (w/ Card)
Replay Rate
9 Hole/Twilight Non Resident
9 Hole/Twilight Resident
Juniors

$65.00
$55.00
$52.00
$50.00
n/a
$24.00
$38.00
$34.00
$20.00

$110.00
$95.00
$80.00
$75.00
n/a
$40.00
$50.00
$46.00
$35.00

Cart Fees/18 Hole

$14.00

$25.00

Cart Fees/9 Hole

$9.00

$14.00

RENTAL / PURCHASE ITEMS:

Low

High

Hand Cart 18 Holes
Hand Cart 9 Holes
Club Rentals 9 Holes
Club Rentals 18 Holes
Driving Range ‐ Small Bucket
Driving Range ‐ Medium Bucket
Driving Range ‐ Large Bucket
Driving Range ‐ Jumbo Bucket
Driving Range ‐ Medium Bucket Card‐10

$
$
$
$
$
$
$
$
$

4.00
2.00
20.00
40.00
3.00
6.00
9.00
10.00
60.00

$
$
$
$
$
$
$
$
$

Driving Range ‐ Large Bucket Card‐10

$

90.00

$ 180.00
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10.00
7.00
50.00
80.00
10.00
15.00
20.00
25.00
135.00

Low

High

$79.00
$69.00
$66.00
$64.00
n/a
$38.00
$52.00
$48.00
n/a

$135.00
$120.00
$105.00
$100.00
n/a
$65.00
$64.00
$60.00
n/a

AMENDMENT NO.5 TO MANAGEMENT AGREEMENT
C3150541A, BETWEEN THE CITY OF PALO ALTO AND BRAD
LOZARES GOLF SHOP FOR PROFESSIONAL SERVICES AT 1875
EMBARCADERO ROAD, PALO ALTO

THIS AMENDMENT NO.5 to the Management Agreement C3150541A,
between the City of Palo Alto and Brad Lozares Golf Shop for Professional Services at
the Palo Alto Municipal Golf Course, ("Agreement,") is made and entered' into this 7th
day of December, 2010, ,by and between the, City of Palo Alto, a municipal corporation
(the "CITY") and Brad Lozares ("GOLF PROFESSIONAL").

RECITALS
A. GOLF PROFESSIONAL has assumed responsibility for and continued the
operation and management of course play for the Golf Course facility on behalf of
the CITY on the terms and conditions set forth in the Management Agreement'
dated January 28, 2003.

B. On May 15, 2006, the parties amended the Agreement to extend' the term
December 31, 2007, and to increase the fixed fee to $27,660.25 per month and
reimburse GOLF PROFESSIONAL for sixty percent (60%) of finance charges
.associated with the paym~nt of service charges for golf carts by credit card.
C. On May IS, 2007, the parties amended the Agreement to extend theterm to
December 31, 2008, and to increase the fixed fee to $28,213.46 per month.
D. On October 20, 2008, the parties amended the Agreement to extend the term to
December 31,2009, and to increase the fixed fee to $28,777.73 per month.
E. On December 7, 2009 the parties amended the Agreement to extend the term for
one year to December 31, 2010 at the same fixed level of compensation
established in 2008 of$28,777.73 per month.
F. The parti~s now wish to amend the Agreement to extend the term of the
agreement to April 30, 2013 at the same fixed level of compensation as
established in 2008 of$28,777.73 per month.

NOW, THEREFORE, in consideration of the terms, conditions, and
provisions of this Amendment, the parties agree as follows:

SECTION 1. Section III ("Term") is amended in its entirety to read, as follows:

"III.

TERM

The term of this Agreement shall commence on January 8, 2003 and end on April
30,2013.
SECTION 2. Section 'IV, A ("Compensation"), is amended in its entirety to rea,d
as follows:

"IV.

COMPENSATION

During the term of the Agreement, GOLF PROFESSIONAL shall receive a fixed
fee and percentage fees, as defined below (collectively the "Management Fee").

A.

Fixed Fee

GOLF PROFESSIONAL· shall receive a fixed fee during the tenn of this
Agreement for GOLF PROFESSIONAL's Golf Course and driving range
management, Golf Course marshaling and starting and cart rental services.
The fixed fee for the tenn· of this agreement will be $805,776.44. The
fixed fee will be paid in twenty-eight equal monthly installments.
During the eighteen-month extension term from July 1,2006 to
December 31 ~ 2007, GOLF PROFESSIONAL shall receive
a fixed fee payable monthly in the amount of $27,660.25 ..
During the twelve-month extension tenn from January 1, 2008 to
December 31, 2008, GOLF PROFESSIONAL shall receive a
fixed fee in the amount of$28,213.46, monthly.
During the twelve-month extension term from January 1, 2009 to
. December 31, 2009, GOLF PROFESISONAL shall receive a
fixed fee, in the amount of $28,777.73, monthly.
During the twelve-month extension term from January 1, 2010 to
December 31, 2010, GOLF PROFESISONAL shall receive a
fixed fee, in'the amount of$28,777.73, monthly.
During the twenty-:eight month extension tenn from January 1,
2011 to April 30, 2013, GOLF PROFESISONAL shall receive a
fixed fee, in the amount of $28,777.73, monthly.
The CITY shall forward the fixed fee by the 5th working day of
the CITY's working month for the amount due for that month to
the GOLF PROFESSIONAL. If not received within ten calendar
days after the fifth working day of the month, a late charge of one
percent of monthly payment due and unpaid plus an administrative
fee of $45.00 shall be added to the payment due and unpaid, and
the total monthly sum shall become immediately due and payable

.

,

to GOLF PROFESSIONAL. The parties agree that such late
charges represent a fair and reasonable estimate of the costs that
GOLF PROFESSIONAL will incur by reason of the CITY's late
payments and that acceptance of stich· late charges in no event
constitutes a waiver of the CITY's default with respect to such
overdue payment, nor prevents GOLF PROFESSIONAL from
exercising any of the other rights and remedies granted hereunder
or by any provision oflaw."

B.

Percentage Fees
In addition to the fixed fee, GOLF PROFESSIONAL shall receive
38% percent of the gross revenues of the driving range and retain
40% of the gross revenue of the golf carts, golf club and pull cart
rentals. Percentage fees for each month will be Galculated and paid
no later than the 10th day of the following month. In no event,
. however, shall the cumulative percentage fees paid to GOLF
PROFESSIONAL for a single calendar year exceed the total fixed
fee payments described in section IV -A herein for that same
calendar year.

C.

GolfCart Fuel Reimbursement
GOLF PROFESSIONAL shall reimburse the CiTY quarterly for
fuel supplied to gas golf carts. Reimbursement shall be at the
current retail full service pump price on the date of billing for
unleaded .fuel, determined quarterly by the CITY.
GOLF
PROFESSIONAL shall reimburse the CITY by no later than by the
of the
month following the
close of
. 20 th day
each quarter.

D. .

Productivity Reward (Incentives)
In order to enhance overall golf division business incomes,
customer service and golf professional revenues, a productivity
reward equal to a stated dollar amount based on increases of golf
rounds, gross power golf cart rentals and driving range sales
becpmes effective with this agreement. In addition to the fixed and
percentage fees, the golf professional shall receive the following
productivity rewards based on exceeding the following baseline
. golf rounds and gross sales:

PAID GOLF ROUNDS: (FEE, DISCOUNT CARD & REPLAY ROUNDS)
* Greater than 72,000 rounds
$3.00 PER ROUND

..

,

FROf1 :GILBURD

Nov. 29 2010 09:06PM

FAX NO. :6023912992

Pi

,"
POWER GoLF CART RENTALS:
'" Greater thnn $300,000

$100 PER $),000 INCREASE

DRIVING RANGE SALESj
If<

$200 ,PER $1,000 INCREASE

Greater than $400,000.

SECTION 3. Except as herein modified, all other provisions of the Agreement,
including any exhibits and subsequent amen4ments thereto, shall remain in full force and
effect.
IN WITNESS WHEREOF, the parties hereto have executed this
Amendment No 5 to Management Agreement on the date first written above.

BRAD LOZARES GOLF SHOl>

CITY OF PALO ALTO

By:

City Manager

Name:
Title:

Purchasing Manager
APPROVED AS TO FORM:

Senior Asst. City Attorney
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AMENDMENT NO. 4 TO MANAGEMENT AGREEMENT BETWEEN
THE CITY OF PALO ALTO AND BRAD LOZARES GOLF SHOP FOR
PROFESSIONAL SERVICES AT 1875 EMBARCADERO ROAD,
PALO ALTO

THIS AMENDMENT NO.4 to the Management Agreement between the
City of Palo Alto and Brad Lozares Golf Shop for Professional Services at the Palo Alto
Municipal Golf Course, (“Agreement,”) is made and entered into this ______ day of
December 2009, by and between the City of Palo Alto, a municipal corporation (“CITY”)
and Brad Lozares Golf Shop, a sole proprietorship (“GOLF PROFESSIONAL”).
RECITALS
A. GOLF PROFESSIONAL has assumed responsibility for and continued the
operation and management of course play for the Golf Course facility on behalf of
the CITY on the terms and conditions set forth in the Management Agreement
dated January 28, 2003.
B. On May 15, 2006, the parties amended the Agreement to extend the term
December 31, 2007, and to increase the fixed fee to $27,660.25 per month and
reimburse GOLF PROFESSIONAL for sixty percent (60%) of finance charges
associated with the payment of service charges for golf carts by credit card.
C. On May 15, 2007, the parties amended the Agreement to extend the term to
December 31, 2008, and to increase the fixed fee to $28,213.46 per month.
D. On October 20, 2008, the parties amended the Agreement to extend the term to
December 31, 2009, and to increase the fixed fee to $28,777.73 per month.
E. The parties now wish to amend the Agreement to extend the term of the
agreement to December 31, 2010 at the current level of compensation.
NOW, THEREFORE, in consideration of the terms, conditions, and
provisions of this Amendment, the parties agree as follows:
SECTION 1. Section III (“Term”) is amended in its entirety to read as
follows:
“III.

TERM
The term of this Agreement shall commence on January 1, 2010, and end
on December 31, 2010.

SECTION 2. (Section IV, A (“Compensation”), is amended in its entirety to read
as follows:
“IV.

COMPENSATION
1
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During the term of the Agreement, GOLF PROFESSIONAL shall receive a fixed
fee and percentage fees as defined below (collectively the Management Fee).
A.

Fixed Fee
The GOLF PROFESSIONAL shall receive a fixed fee during the term of
this Agreement for GOLF PROFESSIONAL’s Golf Course and driving
range management, Golf Course marshaling and starting and cart rental
services. The fixed fee for the term of this agreement will be $345,333
annually, based on a calendar year. The fixed fee shall be paid in 12 equal
monthly installments.
During the twelve month extension term from January 1, 2010 to
December 31, 2010, the GOLF PROFESISONAL shall receive a
fixed fee, in the amount of $28,777.73, monthly.
CITY shall forward the fixed fee by the 5th working day of the CITY’s
working month for the amount due for that month to the GOLF
PROFESSIONAL. If not received within ten calendar days after the fifth
working day of the month, a late charge of one percent of monthly
payment due and unpaid plus an administrative fee of $45.00 shall be
added to the payment due and unpaid, and the total monthly sum shall
become immediately due and payable to GOLF PROFESSIONAL. The
parties agree that such late charges represent a fair and reasonable estimate
of the costs that GOLF PROFESSIONAL will incur by reason of City’s
late payments and that acceptance of such late charges in no event
constitutes a waiver of CITY’s default with respect to such overdue
payment, nor prevents GOLF PROFESSIONAL from exercising any of
the other rights and remedies granted hereunder or by any provision of
law.”

SECTION 3. Except as herein modified, all other provisions of the Agreement,
including any exhibits and subsequent amendments thereto, shall remain in full force and
effect.
IN WITNESS WHEREOF, the parties hereto have executed this
amendment the day and year first written.
ATTEST:

CITY OF PALO ALTO

__________________________
City Clerk

____________________________
City Manager

APPROVED AS TO FORM:
BRAD LOZARES GOLF SHOP
__________________________
2
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Sr. Asst. City Attorney
By:___________________________
APPROVED:
Name:_________________________
__________________________
Director, Administrative
Services

Title:________________________

Taxpayer Identification No.
_____________________________
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TO:

HONORABLE CITY COUNCIL

FROM:

CITY MANAGER

DATE:

OCTOBER 20, 2008

DEPARTMENT: COMMUNITY SERVICES
CMR: 410:08

REPORT TYPE: CONSENT
SUBJECT:

Approval of Amendment No. 3 to Management Agreement with Brad
Lozares Golf Shop for Golf Professional Services at 1875 Embarcadero
Road, Palo Alto

RECOMMENDATION
Staff recommends that the Council approve and authorize the City Manager or his designee to
execute the attached Amendment No. 3 to the management agreement with Brad Lozares for golf
course professional services at the Palo Alto Municipal Golf Course, 1875 Embarcadero Road.
BACKGROUND
On March 16, 1998, the City issued tax-exempt bonds to finance golf course improvements. For
the 20-plus years prior to the bonds being issued, the City and the golf professional had operated
under one lease agreement for both professional services and the lease of the City-owned proshop facility. When the bonds were issued in 1998, IRS regulations required that there be two
agreements, a management agreement for golf course professional services and a lease to operate
a golf retail establishment.
In 1998, the Council approved a 20-month management agreement and a 15-year lease with golf
professional, Brad Lozares. The original management agreement was amended three times prior
to the Council’s approval of a new restated management agreement (Agreement) on January 27,
2003. On May 1, 2006, the Council approved Amendment No. 1 to the Agreement which: 1)
extended the term for an additional eighteen months; 2) increased the fixed fee compensation by
3 percent; and 3) reimbursed the golf professional for 60 percent of the bank’s credit card
merchant charges attributed to golf cart rentals.
On May 14, 2007, the Council approved Amendment No. 2 to the Agreement, in which a 2
percent cost of living increase was approved with a City resource impact of $553.21 per month
or $6,638.46 for the duration of the 12-month term - January 1, 2008 to December 31, 2008.
DISCUSSION
Brad Lozares and his staff have provided excellent services to the City of Palo Alto for more
than 25 years, providing the primary interface between the Palo Alto Municipal Golf Course and
CMR:410:08
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patrons. They are highly respected for their professionalism, knowledge of the game and quality
of instruction.
Amendment No. 3 is an extension of the agreement for only one year primarily due to the
pending golf course operational study recently conducted by Economic Research Associates. The
golf course operational study will come before the Council in a study session on November 17th,
2008. A review of the study will provide an opportunity to develop short and long term strategies
for the future of Palo Alto Golf Course
The study of the Palo Alto Golf Course examines Bay Area golf market trends, Palo Alto Golf
Course market performance, the condition of existing facilities, capital improvement
requirements, stakeholder and golfer responses to services and operational policies, and expected
future financial performance of current and alternative operating options available for the golf
course.
Staff and Brad Lozares recognize the golf course operational study may provide some new
direction for the golf course. A one-year extension of the Brad Lozares Management Agreement
will allow the Council and staff time to review and discuss the golf course operational study and
then develop a plan for how to proceed, while still maintaining high quality golf professional
services in the interim.
Term:
The attached proposed Amendment No. 3 to the Agreement will extend the term of the
Agreement for an additional 12 months – January 1, 2009 to December 31, 2009.
Compensation changes:
A number of changes are recommended to the terms of compensation, Percentage Fees and
Productivity Rewards, all of which are agreeable to Brad Lozares, and are described below:
A) Fixed Management Fee
It is recommended the golf professional receive a 2 percent cost of living increase of $564.27 per
month, or $6,771.24 for the duration of the 12-month term, January 1, 2009 to December 31,
2009.
B) Percentage Fee Changes
In fiscal year 2007-08, the City of Palo Alto invested $559,086 to replace the deteriorated
driving range synthetic turf and netting. The debt service for this investment is $82,186.40
annually for the next 5 years. To ensure there are sufficient revenues to cover the increased debt
service, staff proposes an adjustment to the Driving Range fees percentage from the existing
arrangement of 60% revenues to the City and 40% of revenues to Brad Lozares to a new
arrangement of 62% of revenues to the City and 38% of revenues to Brad Lozares. The result of
this change, along with increased fees and increased play is expected to generate sufficient
revenue to meet the new debt obligation.
C) Productivity Reward Changes

CMR:410:08
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The productivity reward creates an additional incentive for the golf professional to increase
revenues for both the City of Palo Alto and the Golf Professional. The current productivity
reward terms have been in place since 2003 and need to be adjusted to reflect current market
conditions for meaningful and achievable incentives. The changes are described below:


Paid Golf Rounds (Discount Card & Replay Rounds)
If more than 77,500 annual rounds are played per year, then the golf professional will
receive $3.00 per round.
Explanation of change:
This is a change from 87,000 rounds to 77,500. The average annual paid rounds played
over the last three years was 75,623 rounds, consequently 77,500 rounds is a more
realistic and attainable incentive for the golf professional.



Power Golf Cart Rentals
If more than $300,000 in annual power cart rental revenue is generated, then the golf
professional will receive $100 per $1,000.
Explanation of change:
This is a change from a target of $250,000 in annual power cart rental revenue with golf
professional receiving $200 per $1,000. The average annual power cart sales for the last
three years were $294,806. In 2009, the golf professional will increase the fleet size and
quality of power carts, and will raise fees which will increase Power Cart revenues
significantly. Consequently, $100 per $1000 exceeding $300,000 is a more appropriate
incentive.

RESOURCE IMPACT
The changes proposed in Amendment No. 3 to the Agreement will result in an additional annual
City expense of approximately $6,771.23 for the 12-month duration of the Agreement. The
financial terms of the Agreement will be accommodated within the existing resources available
to the Community Services Department. The golf course operation is expected to fully recover
costs including debt service and cost plan charges during the term of this Agreement. The impact
of changes in Productivity Reward and Percentage Fees are dependent on the amount of play at
the golf course; staff anticipates an increase in overall golf course revenue as a result of more
meaningful and achievable incentives.
POLICY IMPLICATIONS
The proposed amendment is consistent with prior Council direction.
ENVIRONMENTAL REVIEW
Approval of the amendment to agreement does not constitute a project under the California
Environmental Quality Act (CEQA); therefore, no environmental assessment is required.
ATTACHMENTS
Attachment A:
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PREPARED BY:_______________________________________________________________
ROB DE GEUS
Division Manager, Recreation & Golf Services

DEPARTMENT HEAD APPROVAL:______________________________________________
GREG BETTS
Interim Director, Community Services Department

CITY MANAGER APPROVAL:___________________________________________________
JAMES KEENE
City Manager
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AMENDMENT NO. 7 TO MANAGEMENT AGREEMENT C3150541A
BETWEEN THE CITY OF PALO ALTO AND
BRAD LOZARES GOLF SHOP FOR PROFESSIONAL SERVICES AT
1875 EMBARCADERO ROAD, PALO ALTO

This Amendment No. 7 to Management Agreement C3151541A (“Contract”) is
entered into this 16th day of April 2018, by and between the CITY OF PALO ALTO, a California
chartered municipal corporation (“CITY”), and BRAD LOZARES GOLF SHOP, a sole proprietor,
located at 1875 Embarcadero Road, Palo Alto, CA 94303 (“GOLF PROFESSIONAL”).
RECITALS
A.
The Contract was entered into between the parties for the provision of
continued operation and management of golf facility for the Palo Alto Municipal Golf Course
facility on behalf of the CITY.
B.

The parties wish to amend the Contract.

NOW, THEREFORE, in consideration of the covenants, terms, conditions, and
provisions of this Amendment, the parties agree:
SECTION 1. TERM is hereby amended to read as follows:
“The term of this Agreement shall commence on January 28, 2003 and end on April
17, 2018.”
SECTION 2. COMPENSATION-Closure Period is hereby amended to read as follows:
“GOLF PROFESSIONAL shall receive a fixed fee during the Phase II of the
construction project. The fixed fee will be $7,500 per month starting November 1, 2017 through
the end of the contract, without pro-rating any month. Compensation for the final month of April
2018 will include an additional $10,000. ”
SECTION 3. Except as herein modified, all other provisions of the Contract, including
any exhibits and subsequent amendments thereto, shall remain in full force and effect.
IN WITNESS WHEREOF, the parties hereto have by their duly authorized representatives
executed this Agreement on the date first above written.

1
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CITY OF PALO ALTO

BRAD LOZARES GOLF SHOP

City Manager or designee

By:
Name: Brad Lozares
Title: Golf Professional

APPROVED AS TO FORM:

City Attorney or designee
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AMENDMENT NO. 4 TO LEASE #211 BETWEEN
THE CITY OF PALO ALTO AND BRAD LOZARES
THIS AMENDMENT NO. 4 TO LEASE #211, dated, for convenience, March __,
2013, is entered into by the CITY OF PALO ALTO, a California chartered municipal corporation
(the "CITY"), and BRAD LOZARES (“TENANT”) (individually, a “Party” and, collectively, the
“Parties”), in reference to the following facts:
RECITALS:
A.
On March 16, 1998, the Parties entered into Lease #211 (the “Lease”), by which
Section IV provides for a term of fifteen (15) years, commencing May 1, 1998 and expiring on
April 30, 2013. Section VI provides for an option to the TENANT to extend the term of the Lease
for one ten-year period, provided certain conditions have been met (the “Option”).
B.
The Parties wish to amend the Lease to change the Option to reduce the option
term from ten (10) years to five (5) years. The TENANT will provide the CITY with prior written
notice to exercise the Option.
AGREEMENT:
SECTION 1. Section VI. OPTION TO EXTEND is amended in its entirety to read, as
follows:
“TENANT shall have the option to extend this Lease term for an additional five (5) years
if the following conditions have been satisfied:
A. TENTANT has, to the satisfaction of the City Manager, faithfully performed each and
every condition of this Lease throughout the Lease term. The City Manager’s
assessment of TENANT’s performance shall be final and conclusive and shall be
based on information received from CITY’s staff, and other that may have knowledge
of TENANT’S performance; and
B. TENANT has submitted to CITY, a written notice of TENANT’S intent to extend the
Lease in accordance with the terms of this clause, on or before thirty (30) days prior
to the end of the Lease term set forth in Clause IV (Term).
CITY may notify TENANT if TENANT’S performance has not been acceptable in
accordance with subparagraph A of this clause within two (2) months of receipt of
TENANT’S notice of intent to extent this Lease. CITY’S failure to notify shall not be
deemed or construed as CITY’S approval of TENANT’S option to extend.”
SECTION 2. Except as amended herein by this Amendment No. 4 to Lease #211 and
consistent herewith, the terms of the Lease, as modified by Amendment Nos. 1, 2 and 3, shall
remain in full force and effect.
1

IN WITNESS WHEREOF, the Parties have by their duly appointed representatives
executed this Amendment No. 4 to Lease #211 in Palo Alto, County of Santa Clara, State of
California, on the date first above stated.
CITY OF PALO ALTO

TENANT

___________________________
City Manager

___________________________
BRAD LOZARES

APPROVED AS TO FORM

___________________________
Senior Asst. City Attorney
APPROVED:

____________________________
Director of Administrative Services

____________________________
Director of Community Services
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Attachment G
Amend Lease # 211 with Brad Lozares for the Golf Shop to end on April 17, 2018 (Attachment G).
This attachment is not ready and will be submitted in the late Council packet going out on April 12,
2018.

ASSIGNMENT AND ASSUMPTION OF THE LEASE AGREEMENT
BETWEEN THE CITY OF PALO ALTO AND R&T RESTAURANT CORPORATION
TO HEE KING BISTRO INC.

This Assignment and Assumption of the Original Lease Agreement (“Assignment”) dated May
1, 1998 (“Lease”) by and between the of the CITY OF PALO ALTO, a California Municipal
Corporation of the State of California (“City/Lessor”) and R&T RESTAURANT
CORPORATION, a California Corporation (“Lessee/Assignor”), is entered into by
Lessee/Assignor and HEE KING BISTRO INC., a California Corporation (“Assignee”), and
approved by Lessor, and is effective as of January 1, 2016.
RECITALS
WHEREAS, on May 1, 1988, Assignor and the City entered into a lease for certain
portions of the property known as the Palo Alto Golf Course located at 1875 Embarcadero Way,
for specific uses and such lease is in full force and effect.
WHEREAS, on October 10, 2014, the Assignor and the City amended the Lease to
provide for a temporary rent reduction. (The lease and all amendments are referred to
collectively as Lease.)
WHEREAS, all parties to the Lease are currently in compliance with the terms and
conditions of the Lease.
WHEREAS, Lessee/Assignor has entered into an agreement to sell a restaurant named
R&T Restaurant Corporation, located at Palo Alto Golf Course, to Assignee.
WHEREAS, the Lease requires that any assignment of the original Lease to third parties
receive prior approval from the City of Palo Alto.
WHEREAS, Lessee/Assignor desires to assign, transfer and convey to Assignee the
rights and responsibilities of the Lease.
WHEREAS, Assignee/Lessee desires to accept the assignment and perform the
obligations of Assignor in return for all rights and privileges provided in the Lease.
WITNESSETH
N0W, THEREFORE, in consideration of the foregoing, other good and valuable
consideration and mutual covenants herein below, Assignor/Lessee and Assignee, agree as
follows:
1.
Lessee/Assignor hereby assigns and transfers to Assignee as of January 1, 2016
(“Effective Date”) all of its rights, privileges and obligations in and to the Lease which shall
continue in full force and effect. The Lessee/Assignor has performed its obligations to date or

otherwise satisfied the conditions of the Lease and the Assignee shall assume all obligations of
the Assignor/Lessee, whether due before or after the date of this Assignment.
2.
Notwithstanding City’s consent, no subletting or assignment shall release
Lessee/Assignor from its obligations or alter the primary liability to pay the rent and to perform
all other obligations to be performed by Lessee/Assignor hereunder. The acceptance of rent by
the City from any other person shall not be deemed to be a waiver by the City of any provision
hereof. Consent to one assignment or subletting shall not be deemed consent to any subsequent
assignment or subletting. In the event of default by any assignee or any successor of
Lessee/Assignor, in the performance of any of the terms hereof, the City may proceed directly
against the Lessee/Assignor without the necessity of exhausting remedies against said assignee.
City may consent to subsequent assignments or subletting of this Lease or amendments or
modifications to this Lease with assignees of Lessee/Assignor, without notifying
Lessee/Assignor’s successor, and without obtaining its or their consent thereto and such action
shall not relieve Lessee/Assignor of liability under this Lease.
3.
This Assignment, its covenants and conditions, do not constitute a waiver of any
provisions of the original Lease attached hereto and incorporated herein, and any waiver by
Assignee of any provision of this Amendment must be in writing. Any such written waiver shall
affect only the provisions specified and only for the time and in the manner stated in the writing.
4.
Assignee hereby accepts the assignment and agrees to perform all the obligations
and duties under the Lease and waives any of its defenses based upon acts of the
Lessee/Assignor or any breaches, defenses, or claims against the City that the assignor may have
had under the Lease.
5.
In the case of inconsistency between the Lease and this Assignment, this
Assignment shall control with regard to the assignment of the Lease. All other provisions of the
Lease shall remain in full force and effect.
6.
the Lease.

The City of Palo Alto hereby consents to the assignment and the assumption of

7.
All other terms and conditions of the original Lease not modified by this
Assignment shall remain unchanged and in full force and effect, and are incorporated herein by
reference. This Assignment modifies and supersedes the Lease to the extent stated herein only.
In any case of inconsistency between the Lease and this Assignment with regard to such
modification, this Assignment shall control.
8.
This Assignment represents the entire agreement of the parties with regard to the
new assignment and no party hereto has made or relied upon any representations, warranties,
promises, covenants or undertakings other than those expressly set forth herein.
9. All notices or correspondence provided for herein shall be effective only if made in
writing, personally delivered with an executed acknowledgment of receipt or deposited in the
United States mail, certified, postage prepaid, and addressed as follows:

City of Palo Alto
C/o Real Estate Division
250 Hamilton Avenue
Palo Alto, California 94301
Attention: Manager of Real property

Copies to:
City of Palo Alto, City Attorney’s Office
250 Hamilton Avenue, 8th Floor
Palo Alto, California 94301
Attention: City Attorney

Lessee/Assignor: R&T Restaurant Corporation
PO Box 1209
Pleasanton, CA 94566
Attention: Tom Talai

Assignee: Hee King Bistro Inc.
231 Merritt Rd
Los Altos, CA 94610
Attention: His Mei Chu (Cecilia Chu)

IN WITNESS WHEREOF, the parties hereto have executed this Amendment the day
and year first above written.
Lessee/Assignor: Lessee/Assignor: R&T Restaurant
By:______________________

By:_________________________

Its:_______________________

Its:__________________________

Assignee: Hee King Bistro Inc.
By: _________________________
Its: _________________________
APPROVAL OF ASSIGNMENT
The City of Palo Alto, a California Municipal Corporation of the State of California
By: _________________________
City Manager

Approved as to form:
___________________________
Senior Assistant City Attorney

Attachment I
Authorize the City Manager to enter into an agreement to purchase the FF&E and operating liquor
license from Hee King Bistro in an amount not to exceed $48,311 and absolve Hee King Bistro of past
due lease and utilities payments in an amount not to exceed $45,633. (Attachments H and I).
This attachment is not ready and will be submitted in the late Council packet going out on April 12,
2018.

Baylands Golf Links Construction Summary
Pre‐project golf course condition

The reconfiguration of the Palo Alto Municipal Golf Course began in August 2013 with the import of nearly 366,000 cubic
yards of soil. The material import was completed within a two year period. The soil was stockpiled and used to shape the
fairways creating new mounds, greens, tees, natural areas and hazards associated with the 18‐hole golf course within a
156 acre site.

The first phase of construction which included clearing, grubbing, and
demolition of particular features, along with the protection of utilities,
wetlands, and trees began in August 2016. The contractor, Wadsworth
Golf Construction Company, worked with the golf course architect,
Forrest Richardson and Associates, to implement the design per the
approved plans and make field adjustments as needed.
Wadsworth was instructed by ICF, an environmental consultant,
regarding the wetlands. The photo below shows the yellow flag stakes
where the protection fence was installed.

After the first phase was completed, the mass excavation and rough grading began, as shown on the photo below (taken
in September 2016). Note the driving range in the background, and the orange tree protection fences around the
existing trees. What appears as construction roads in the same photo would later become cart paths.

Between September 2016 and December 2016, the mass excavation was complete and each of the 18 holes was
beginning to be shaped. The contractors were installing and connecting new drainage systems to the existing
infrastructure and started receiving and assembling the irrigation system.

As anticipated, the grading encountered the groundwater table during the winter months, but the contractor continued
to work where possible between storms by installing drain lines to dry up the soil.

Areas outside of the project site or restricted due to environmental concerns were hydroseeded and protected for the
rainy season.
In addition to the on‐site coordination, the golf course project team also became very involved with the off‐site work
that was occuring as close as 15‐feet away from the project boundary. The photo below shows the mobilization of the
PG&E contractors. The black fence delineates the golf course boundary. PG&E started the 1st phase of their project in
November 2016 and installed over 2,000 linear feet of welded steel pipe along the project boundary. Their work was
necessary as a result of the San Francisquito Creek Joint Powers Authority creek widening project that was occuring just
upstream of the golf course.

While the PG&E utility work was underway, Wadsworth continued to shape the holes, place top soil, install irrigation
and drainage, and add planting plugs (landscaping) within the native and wetland areas. There were significant rain
events in the months of January and February 2017, but the work was delayed by only a week.

In the winter months, discussions were had about the conditions of the paspalum sod and sprigs that would eventually
be brought in from a field grow site near Fresno. The first rolls of sod were installed at the end of April near the putting
green. Ultimately, 10 acres of sod would be placed by 4th of July weekend. Sprigs were spread around the course and
used to grow turf adjacent to the newly poured 4‐foot wide concrete cart paths.

As the project was progressing without any major issues or impacts to schedule or budget, the project team, with
Council’s approval, amended the project scope to include the removal of the existing dilapidated on‐course restroom
and install a new pre‐fabricated restroom in a more convenient and accessible location. Based on this direction, a new
building permit was required, and the new water and sewer pump lines needed to be installed. The new two stall,
gender neutral restroom facility with an outdoor fountain was delivered on October 24, 2017. Several logistical issues
had to be addressed in anticipation of this work. Since the majority of the golf course work was completed by this time,
driving the lowboy truck with a 4 ton facility through the course was not an option. Instead, the facility had to be
delivered and set by a crane from the adjacent levee area. To avoid conflicts, the levee contractor agreed not to haul soil
that day, PG&E agreed to work around the golf course restroom delivery, and they inspected the weight of the facility as
it crossed over their gas line. Due to the proximity of the crane operation to the nearby Palo Alto Airport, a permit from
the Federal Aviation Administration (FAA) was required to allow the crane to extend 80‐feet above existing ground to
place the restroom.

Note that the PG&E project team was back for the 2nd (and final) phase of the work to drill approximately 200 linear feet
of pipe below the San Francisquito Creek. Their blue dewatering tanks, which were necessary to complete the work, are
shown in the background.

Overall the project ran relatively smoothly, and any issues encountered in the field were addressed quickly by the
contractor. City staff were kept informed as needed. This included the Airport staff due to crane delivery, Facilities staff
due to restroom maintenance, Planning staff due to Architectural Review Board requirements, Building and Inspection
staff due to permits, Real Estate staff, and Utilities staff. The project was deemed substantially complete ahead of
schedule on September 1, almost 2 weeks before the original contract completion date. The items that were delayed as
a result of additional work and conflicts with the adjacent utility projects were done by December 11, 2017. The items
delayed by PG&E’s work were the area near hole 13 and the landscape area adjacent to the restroom. Below is a photo
taken on December 6 when the last roll of sod was installed.

Pre‐Construction:

Post Construction:

April 2, 2018
City Council
City of Palo Alto
250 Hamilton Ave
Palo Alto, CA 94301
Re Baylands Golf Links Financial Projections
Dear Ladies and Gentlemen:
Scope
We have been requested to render an opinion as to the probability the five‐year financial
projections prepared by the staff in March 2018 are reasonable and likely to be achieved
for the year 2019.
Conclusion
If one assumes that rational and sound management policies and procedures will be
implemented creating value for golfers and the foundation from which fees assessed are
consistent with the experience offered, the financial projections we reviewed are obtainable.
This conclusion is reached based on consideration of the following factors: golfer local market
analysis, playable golf days, technology available, key financial benchmarks, agronomic and
architectural practices, and customer service operations.
Our review of those factors is presented in Appendix A.
Caveat
Please note that the achievement of any financial projection is speculative. The operation of a
golf course is subject to numerous inherent risks comprising of uncontrollable and controllable
factors. The speed and execution of the strategic plan will ultimately determine the result.

4406 Orofino Place
Castle Rock, CO 80108
303.596.4015

Final Thoughts
Many factors determine the financial success of a golf course. While we have raised cautions,
our fundamental belief is with dynamic pricing, high disposable income in the region, bountiful
playable days, a links style course, good course maintenance, and excellent customer service the
course financials are attainable provided there is monitoring of cost constraints.
Thank you for the opportunity to submit our opinion regarding the financial projections prepared
by the staff for the Baylands Golf Links.
Sincerely,

James J. Keegan
Strategist
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Appendix A
The Analysis
The uncontrollable factors comprise the course’s location and the number of playable golf days
and reflect very positively on the potential of the Baylands Golf Links to achieve the financial
results projected.
Golfer Local Market Analysis:
We analyzed 44 variables for the 15,204 golf courses in the United States and rank ordered the
profit potential of each facility. Baylands is ranked 111 out of 15,204. Annual spending by
residents for green fees/membership dues and carts within 10 miles of the golf course is
$6,803,110 per 18 holes. Further, annual spending by residents for merchandise, food and
beverage, range and other related golf activities is $1,762,100.
As importantly, the “attitudinal behavior” towards golf as measured by the Experian’s MOSAIC
profile is very positive as reflected below:
Radial Trade Area, 10 miles
Number

MOSAIC Profile Index for Baylands Golf Links

Percent

34.72%

Sophisticated Singles

73,794

8.57%

5.87%

Bourgeois Prosperity

293,950

34.15%

18.45%

Career and Family

267,269

31.05%

17.65%

Comfortable Retirement

8,131

0.94%

‐7.26%

Routine Service Workers

86,032

9.99%

‐7.21%

Hard Working Blue Collar

54,729

6.36%

‐4.04%

Metropolitan Strugglers

66,691

7.75%

‐9.35%

9,248

1.07%

‐1.63%

936

0.11%

‐6.49%

10

0.00%

‐5.90%

Low Income Elders
Post Industrial Survivors
Rural Inheritance

860,790
100.00%
Total
Note: The Experian MOSAIC Profile is a customer lifestyle segmentation. The profile index displayed reflects the
concentration of the various groups within the Palo Alto 10 mile radius vs. the US. As golfers are principally found
amongst the segments sophisticated singles, bourgeois prosperity, career and family, and comfortable retirement;
those four categories are added together to produce the composite index.

The overwhelming majority of golfers fall within the Top 4 categories: sophisticated singles,
bourgeois prosperity, career and family, and comfortable retirement. A rating of 34.72% is very
strong and suggests that a golf course with a slope rating of 128 – 134 from the back tees would
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appeal to the residents. The slope rating for the Baylands Golf Links as determined by the
Northern California Golf Association is 132 from the blue tees (back).
Our more in‐depth examination of the demographics reflects that the median household income
within 10 miles of the Baylands Golf Links is 85% greater than the United States as shown below.
Palo Alto
Age (Median)
Age (Median)
Income (Med Household)
Income (Median)
Likely Golfer Household Income
Income (Index)
Income (Average Household)
Income (Median)
Ethnicity (% Caucasian.)
Ethnicity Index
Hispanic
Hispanic Index
African American
Black Index

100 CBSA

37.50

U.S.

37.30

Data Source
36.90

102

101

100

$99,255

$57,264

$53,657

185

107

100

$180,214

$95,058

$97,423

185

98

100

$141,339

$80,080

$73,343

193

109

100

47.69%

66.50%

71.10%

67

94

100

20.57%

20.10%

17.00%

121

118

100

3.30%

15.00%

13.30%

25

113

100

Demographic Trend Report
Calculated
Demographic Trend Report
Calculated
JJ Keegan+ Estimate
Calculated
Demographic Trend Report
Calculated
Demographic Trend Report
Calculated
Demographic Trend Report
Calculated
Demographic Trend Report
Calculated

Asian American
33.11%
7.10%
5.40% Demographic Trend Report
Source: Tactician, “Demographic Trend Report,” March 2016
Note 1: 100 CBSA represents top 100 Core Based Statistical Areas in the US., i.e., the large metroplexes
Note 2: “Palo Alto” is defined to represent a 10‐mile radius from the Baylands Golf Links

The National Golf Foundation 2017 Report, “Golf Participation in the US” state that nationally
golfers nationally average 43.3 years of age and are 75.6% male. Demand for golf is reflected
below:
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Demand

Palo Alto

100 CBSA

U.S.

Data Source

Avid Golfers

16,213

4,420,367

6,543,657

Calculated by 26.8% of Golfers

Total Golfers

60,497

16,493,905

24,416,632

Calculated by 1.415 Golfers/HH

Golfers (Reported)

61,678

16,636,590

24,435,110

NGF Demand Report

1,001,207

288,126,400

451,577,900

NGF Demand Report

654,406

236,397,100

450,778,300

NGF Demand Report

Rounds Per Course

77,016

39,968

30,065

Calculated

Golf Participation

12.60%

14.50%

14.20%

NGF Demand Report

5,363

2,283

1,733

Green Fee Carts

6,803,110

N/A

1,416,063

Predictive Index Data

Merchandise and F&B

1,762,100

N/A

376,938

Predictive Index Data

Likely Course Revenue ‐

5,139,126

N/A

1,075,801

2,298

N/A

1,034

Calculated

139

N/A

56

Calculated

1,410

607

464

Calculated

Rounds Played
Estimated Market Supply

Golfers per 18 Holes

Annual Spending per Golfer
Cost Per Round
Avid per 18 holes

Calculated

JJ Keegan+ Estimate

Source: National Golf Foundation, “Demand/Supply Database”, March 2016

These numbers, which include private clubs, tell an interesting story. The average cost per round
is $139. The average golfer spends $2,298 on golf annually. Despite a decade downward trend
in golf throughout the world, demand vastly exceeds supply within the Palo Alto market as
statistics indicate that there are 5,313 golfers per 18 holes contrasted to a national index of
1,733.
The many indicators analyzed above consistently reflect the potential of Baylands Golf Links to
achieve the revenue targets as outlined in the internal staff prepared projections.
Weather Playable Days:
Weather Trends International reports that there are 341 playable golf days per year in Palo Alto,
far higher than the national average of 260. The number of playable days provides ample
opportunity to generate the revenue forecast.
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Note: A Golf Playable Day is defined as a day where the temperature range is above 48
degrees Fahrenheit and below 95 degrees Fahrenheit, precipitation is less than 0.2 inches of
rainfall, and wind speed is less than 19 miles per hour. These numbers can be used to compare
“good” years with “not good” years. Monthly values can help the owner determine when to
have the most staff and plan for the most rounds. The purple lines represent what to expect in
a typical year if the value is above or below these lines it shows it is an abnormal year.

These playable days create the following theoretical course capacity:

6

Note: This metric is calculated by weighting temperature and precipitation values by the
number of rounds possible in a given day. This metric assumes 8 minutes between foursomes
and rounds start being played 1 hour after sunrise and stop being played 3 hours before
sunset.

The staff projections forecast 68,450 paid rounds in 2019, approximately an 80% course
utilization. Currently, the golf course industry utilization nationally is estimated at 52%.

7

Ironically, there is a downside to golf being available twelve months per year. A greater
percentage of the course staff is likely to be full‐time thus increasing labor rates from the fringe
benefits that will be required to attract and retain qualified employees as the chart above
reflects the playing season for golf in the Bay Area.
Of greater concern that mitigates the upside potential expressed based on the golfer, local
market analysis and the playable weather days are the controllable factors detailed below.
Technology:
Since being selected as the preferred vendor, OB Sports has entered into an exclusive contract
with GolfNow, a subsidiary of the Golf Channel. Typically, the financial arrangement with
GolfNow is that two tee times per day are provided to GolfNow in exchange for the use of
software and marketing services. The impact we have observed is that barter creates downward
pressure on pricing.
What may mitigate this downward pressure on pricing at Baylands is that OB Sports is a strong
proponent of ORCA, a software that measures effective yield supportive of dynamic pricing. It
will have the ability to control and monitor discounts efficiently.
Note that City Council’s authorization to implement demand‐based, dynamic pricing is a critical
component to achieving the revenue projections.
Financial Benchmarks:
In reviewing the financial benchmarks, we have multiple concerns.
It is our opinion that three tranches of rates should be implemented: residents, Bay area
citizens, and visiting tourists. This rate structure would be comparable to that utilized by Harding
Park Golf Course in San Francisco.
The projected revenue per round sold is $33.33. That would suggest the rack rate for prime time
would be $55.55. It is our opinion that a more appropriate peak resident walking rate would be
$70, a Bay Area resident $90 and a tourist $110. It is important that weekend play is not
dominated by resident play or leagues, i.e., Men’s or Women’s Clubs, to achieve the revenue
projections.
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Another benchmark for determining an appropriate green fee is maintenance expenses. With
maintenance expenses projected at $1.1 million, that would suggest a prime‐time green fee of
$110 (0.0001) would be appropriate.
Another indicator of a fair green fee is the golf course renovation investment. An $11.9 million
renovation would suggest that the prime‐time green fee would be $119.00 (0.00001) times the
investment).
What is the source for these benchmarks? Where the exhaustive search is impractical, heuristic
methods are used to speed up the process of finding a satisfactory solution via mental shortcuts
to ease the cognitive load of making a decision.
From twenty‐nine years in the golf industry we have developed a set of experience‐based
techniques for problem solving, learning, and discovery that will find a solution which is not
guaranteed to be optimal, but good enough for a given set of goals. It is our learned experience
that the ratio of greens fees to the rack rate (60% * starts), maintenance expenses to green fees
(0.0001), and investment costs to appropriate green fees (0.00001) provide valuable initial
insight to support further research into local market conditions.
We also participated in a Golf Advisory Board meeting in November 2017. The golfers stated
that their golfing colleagues were “house rich and cash poor.” However, in equity, 7 of 8 Palo
Alto residents don’t play golf. Thus, the subsidy of resident golfers through low rates or
allocating exclusive prime time access will jeopardize the ability to achieve the financial
projections reviewed. Further, it is essential that unlimited season play passes not be sold. We
recommend instead opting for a loyalty card program that OB Sports excels in implementing.
Thus, it is hoped that Bay Area residents and tourists, through higher fees, can subsidize a
portion of the play by Palo Alto residents to achieve the financial results desired.
Our reservation with rates can be summarized as follows: It is far easier to implement interim
discounts based on the demand than it is to raise the rates subsequently across the board. Rate
increases always provoke hostile golfer reaction. Setting the bar high initially is key to the
financial success of Baylands Golf Links.
The larger question is whether the revenue targets can be achieved.
Five firms submitted responses to the Request for Proposal. The five‐ year revenue projections
these firms submitted ranged from $2,559,601 to $5,662,250 exclusive of the food and beverage
operation. The average of those five proposals prepared by eminently qualified firms along with
our estimate and that of the National Golf Foundation projects the following 2019 averages:
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Category

Staff
Projections

Revenue
Cost of Goods Sold
Gross Profit
Expenses
Earnings Before Interest Taxes,
Depreciation and Amortization
Capital, Debt Service, Common
Service, etc.
Net Income

Five
Management
Companies

JJ Keegan
11 1 2017

National
Golf
Foundation
2016

$3,655,024
2,604,388

3,797,131
390,156
3,406,975
2,226,498

3,300,376
190,583
3,109,793
2,093,956

3,685,513
2,505,800

1,050,636

1,180,477

1,015,837

1,179,713

1,004,009

1,165,104

976,733

880,321

$46,627

15,373

39,104

299,392

Note 1: Management companies included Food and Beverage revenues and expenses, most hoping to break‐even.
Note 2: JJ Keegan projections prepared at the commencement of RFP review based on national benchmarks for the
operation of a municipal golf course adjusted for the regional market.

Thus, eight independent entities prepared cash flow projections in which the net income is
comparable in all significant and material respects.
However, there are two wildcards. Water expenses estimated at $237,000. A golf course water’s
expenses should not exceed $80,000. When water costs are starting to exceed $0.80 per 1,000
gallons or $260.68 per acre foot, the financial prospects for a public golf course dim as reflected
in the chart below:
Cost Per 1000 Gallons
0.25
0.50
0.75
0.80
1.00
1.25
1.50
1.75
2.00
2.25
2.50
2.75
3.00

Cost Per Acre Foot
Projected Water Cost
81.46
32,585
162.93
65,170
244.39
97,755
260.68
104,272
325.85
130,340
407.31
162,926
488.78
195,511
570.24
228,096
651.70
260,681
733.16
293,266
814.63
325,851
896.09
358,436
977.55
391,021

The projected water costs for Baylands Golf Links is more than double the recommend level.
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The Cost Plan Charges are forecast to start at $130,000 in the Fiscal Year 2019 accelerating to
$150,306 in Fiscal Year 2024. Typical cost plan charges assessed by a general fund for a golf
course is $50,000. Those fees are justified through accounting service, human relations, legal
and procurement provided.
Agronomic, Architecture and Maintenance:
Course conditioning is usually the number one criteria golfers cite in surveys we have conducted
for the past decade. Prices and pace of play are also ranked high.
We have deep reservations regarding the current conditioning of the course.
The environmentally sensitive areas (ESA’s) when the course opens will appear unsightly with
abundant weeds negatively impacting the player experience. They are so pervasive throughout
the course that a golf ball entering will be lost for two reasons: the prohibition on players
entering ESAs and if one enters the area inappropriately, they are unlikely to find their ball in the
dense underbrush. We speculate that the typical golfer will lose three golf balls increasing their
cost per round by $10. This negative impression will be hard to reverse for several years
impacting short‐term revenue. The course’s appearance in the environmentally sensitive areas
is not consistent with other nearby golf venues. However, the course’s links style and quality of
greens are anticipated to attract players.
Also, of concern is the slope rating (difficulty) of the golf course considering the number of
forced carries and multiple tiered green complexes which may limit the market to avid golfers
who are accomplished players. It will be essential that the greens are maintained at a
stimpmeter rating (the speed at which the balls rolls) of 10 or less.
Finally, a rye collar was installed three feet around each bent grass green. The turf quality just
beyond the rye collar was challenged when examined by us in November 2017.
If the golf course is not well‐conditioned, all bets are off on the ability to achieve the financial
forecasts.
Operations:
Concerning operations and the customer experience, OB Sports excels at delivering a valued
customer experience in which through adroit marketing, customer loyalty is created. We are
confident as to OB Sports’ management and operational abilities.
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Of equal importance will be the establishment of a database comprising a name, email address,
phone number (for texting), age and gender. These components are necessary for effective
target marketing to programming, i.e., PGA Junior League, Get Golf Ready, Leagues. Currently, a
golfer database does not exist. The first‐year goal would be to accumulate >4,000 customer
names.
Our only concern with operations is the dated clubhouse creating an emphasis on course play
experience, practice areas, and customer service to primarily support positive impressions of the
Baylands Golf Links. It is recommended that capital is invested in remodeling and freshening the
clubhouse which serves as the entry point for the golfer’s experience.
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