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Gilbert Garcia, Finance & Technology Director

Subject:

Golf Course System Evaluation

RECOMMENDATION
It is recommended that City Council review the Evaluation of City of Ventura Municipal

Golf Course System.

PREVIOUS COUNCIL ACTION
November 3, 2014 - City Council reviewed the golf course system and approved an
amendment extending the Kemper Sports Management contract for five years, through
December 15, 2019.
December 14, 2009 - City Council reviewed and approved a management agreement with
Kemper Sports Management, Inc. for a term of five years, from December 15, 2009 through
December 15, 2014. At the same time, City Council approved a continuation of the
exemption of the golf courses from the living wage ordinance.

DISCUSSION

History
The City of San Buenaventura maintains and operates two municipal golf courses. The
Buenaventura Golf Course was originally designed in 1931, expanded to 18 holes in 1967,
and was redesigned in 2005 by Forrest Richardson & Associates. The Olivas Links,
formerly known as the Olivas Park Golf Course, opened in 1967 and was re-opened in 2007
as a links style course.
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The golf courses are both heavily used. Ventura bas over 800 active members of golf clubs
who call one or other of the two municipal courses their home course. Buenaventura is
more often played by locals, and bas a loyal and active following. Olivas Links, on the other
hand, was designed to be a destination golf course. The course attracts visitors and adds to
the complement of local activities for business and pleasure travelers. Since it was
renovated, Olivas Links has been featured in many national publications such as GolfNow,
Fore, and Fairways & Greens and has received numerous awards, including being named
by Golfweek Magazine as one of the "Top Ten Best Municipal Courses in the Nation."
In 2002, City Council and the Public Facilities Financing Authority authorized the issuance
and sale of the Certificates of Participation to finance the renovations of the courses. When
the decision was made to borrow money for renovation of the golf courses, golf was
extremely popular and golf rounds in Ventura were at an all-time high.
The golf courses were operated through a management contract with Evergreen Alliance
Golf Limited from 2002 through 2010. In 2009, the City initiated a comprehensive bidding
process for management of the courses. After an 11 month consideration period, Kemper
Sports Management, Inc. (Kemper) was selected as the course operator. Kemper has been
operating both courses since February 15, 2010.

Pro Forma Summary/Evaluation of the Courses
Since 2009, the City's golf courses have been operating in a negative cash position. This is
due to a variety of factors, most notably the world-wide economic recession and the growth
in regional golf courses over the prior decade, and fewer overall rounds of golf played
nationally.
In 2009, the City commissioned a study of its golf courses, to determine if they were being
operated at maximum efficiency and what the realistic rate of return would be for golf
course operations over the next several years. The study recommended some
enhancements to increase revenue. Those recommendations, included cart paths,
installation of irrigation water treatment systems, and turf replacement, with paspalum turf
grass having been implemented. The study suggested that cost cutting would result in a
corresponding loss in revenue. City staff systematically analyzed the national, regional, and
local industry and trends, to ensure that the long-term approach to golf is the best way to
steward local funds and resources.
In 2014, the City commissioned an evaluation ofthe golf system, which was prepared by Pro
Forma Advisors LLC . The report was designed to evaluate the performance of the courses,
provide data on the regional golf market, assess capital improvement requirements, and
evaluate potential reuse or sale of one of the courses. In response to City Council feedback
during the FY18 budget process, Staff commissioned an update to the 2014 evaluation of
the golf system (Attachment A). A high level summary of key aspects of the 2017 report is
included here:
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Regional Market Conditions (pg. z)

.

According to the evaluation, golf play nationally has declined over the last decade.
In Southern California, this decline has coincided with a precipitous increase in
course inventory, which has resulted in a net loss of nearly 24% of average rounds at
regional courses. While there was some consideration early in the recession that this
weak market might be cyclical, that unfortunately does not now seem to be the case;
rather, it may reflect long-term shifts in the underlying demand for golf. While the
long-term outlook for the regional golf market is modestly favorable due to the aging
baby boomer population, no expected new courses, and economic improvement, a
return to pre-2000 levels of play will probably not take place.

Buenaventura and Olivas Revenues and Emenses (pg. 11)
Both courses are operating at a relatively high level within a very competitive
regional market. However, improvements on bottom line performance will require
contributions toward capital improvements, as operating expenses cannot
realistically be reduced without negatively impacting revenues. To maximize
income, priority should be given to generating additional golf revenue (e.g., greens
fees, carts, etc.), rather than on categories like food/beverage or merchandise.

Long-Term Financial Proiections City li.nancialslbudget showing various
charges (e.g., land lease), overhead allocations, debt service, etc. (pg. 12)
Both courses are profitable, with about $1,200,000 in EBITDA (earnings before
interest, taxes, depreciation, and amortization, adjusted to 2017 dollars). However,
when City overhead, debt service; and other charges are applied to the golf fund,
there is an annual contribution required from the general fund to support golf
operations. Current citywide overhead charges are estimated to be about $700800,000 per year; most of these costs are indirect charges and would not be reduced
substantially, if at all, with the elimination of the golf course(s).
As of the end of March 2017, the balance of the debt for the golf courses was $17. 7

million {principal and interest). The remaining debt service payments will be $0.5
million for the next eight years through FY 2026, then will increase to annual
payments of $2.1 until the last year's payment of $1.689 million in FY 2033.

Minimum Wage Impact (pg. 12)
A significant event which will adversely impact operating expenses at both courses is
the implementation of the California Minimum Wage law, where the minimum wage
is scheduled to increase from $10.00 per hour in 2016 to $15.00 per hour by 2022.
This increase will result in additional annual operating expenses of about $25,000 at
each course over the next five years in addition to normal inflationary increases.

Olivas Clubhouse (pg. 52-5.;)
The report outlines three potential configurations for a clubhouse at Olivas Links,
seating 60, 120, and 250 respectively, costing from $2.5 to $5 million for
construction. The report concludes that "there is not sufficient funding now, nor
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likely in the foreseeable term, to fund permanent cart storage or a new clubhouse at
Olivas Links until the course debt is fully amortized."

Wedgewood Banquet Facility and Snack Bar facilities (food and beverage)
{pg. 6.;)
The current lease for the Wedgewood and snack bar facilities at Buenaventura golf
course expires December 2017. Since the eventual outcome of the golf course is
unknown, the operator in place has stopped taking banquet business for 2018. The
present operator has indicated that they would like to enter into a long-term lease,
which will enable the operator to commit capital funds to upgrading the facilities.
Anything less than a 3-5 year term will severely limit the City's ability to attract an
operator that can reasonably expect to provide quality services.
Fi.nance and Bonds
In 2004-2006, the City sold bonds to finance the expansion of the two golf courses.
Those bonds were restructured in 2012, as part of an overall refinancing of General
Fund debt (bonds). The General Fund guarantees the repayment of these bonds, so
the payment schedule was created to ensure the consistent cash flows for repayment
over the life of the bonds. See Table 1. The red portion is the total bond debt of the
City, except for the Golf debt. The Golf debt is represented in green.
However, in looking at Table 2, you will note that the payment schedule for the Golf
debt is not spread consistently over the life of the bonds. Rather, the debt structure
is lower for the next eight years and then rises substantially for the final six years .
This restructuring was done deliberately, to ensure that if the Golf Courses were
unable to make their payments from their own cash flows, the City would be able to
support their debt.
These funds are kept separate and distinct, due to the nature of the enterprise (Golf
Fund)fund.
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IMPACTS

Exploration of Alternative Uses
The unencumbered value of the two courses, based on their income potential as golf courses
under private ownership, is approximately $9.6 million ( $4.1 million for Buenaventura and
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$5.5 million for Olivas Links). The bond debt amounts to $17. 7 million, in addition to $4.6
million the general fund has contributed. Attachment B details several alternatives
analyzed with other golf courses uses.

Timing
There are a number of factors to consider in determining how to proceed with the City's golf
courses. We currently have an operational agreement with Kemper Sports that expires at
the end of 2019. The agreement with Z Golf Enterprises for operation of the Wedgewood
Banquet Center expires at the end of 2017. The timing of the bonds was discussed in ·the
previous sections. Further, it has been discussed whether the future water treatment
facility would benefit by being placed at the Buenaventura Golf Course. The EIR for that
facility is underway and will identify and analyze several different sites for this facility. That
effort will likely take another 18 months. Given the competing interest in timing, it is
difficult to put out a Request for Proposals for either the operation of the Wedgewood
Banquet Center or the continuation of an operational lease with Kemper or another
operator without knowing the future of the golf courses.
Cost Benefit
Depending on how the city choses to treat the golf courses, either as an enterprise or more
similar to the way it treats all other recreational uses and amenities, a decision needs to be
made on the value of the golf courses to the community. The question then becomes are the
courses providing enough benefit to justify the costs they require. This is a subjective
question that needs to be answered in order to chart a course forward. What we do know is
that each golf course is getting approximately 60,000 rounds of golf per year. We also
know that the courses are used by the local high schools to develop local players for the
future as well as provides sporting activities and that they are used by non-profits for
fundraisers. They also provide a benefit to seniors who have more discretionary time to
spend on these types of activities.
In comparison to other golf courses in the county, Oxnard with the River Ridge Golf Course
and Thousand Oaks with the Los Robles Golf Course, neither of those cities charges a lease
payment for the value of the land to the city. The County golf courses are charged county
overhead just like a park and is absorbed into their general fund park budgets.

If the City were to treat the golf course like any other recreational activity and eliminate
both the lease payment and the overhead costs, the course would be showing a fund balance
at the end of every year. That money then could be re-invested in the golf course to the
benefit of the courses themselves or booked to offset future bond payments.
Summary
When the City financed the golf course renovations through bond debt, it made a long term
commitment to golf that is difficult to retract. With both the golf course operational
contract and the food and beverage contract expiring soon, the City needs to determine the
future of golf so a decision can be made regarding these contracts.
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ALTERNATIVES

None recommended.

~J_()'~
Nancy'nnor
Parks, Recreation & Community Partnerships Director
Reviewed as to fiscal impacts

~

(cv

Finance & Technology Director

ATTACHMENTS
A.

B.

Golf courses Evaluation 2017
Alternative options
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ATIACHMENT A
GOLF COURSES EVALUATION 2017
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Limiting Conditions
Conditions

Certain information included in this report contains forward-looking estimates, projections and/or statements.
Pro Forma Advisors LLC has based these projections, estimates and/or statements on expected future
events. These forward-looking items include statements that refle~t our existing beliefs and knowledge
regarding the operating environment, existing trends, existing plans, objectives, goals, expectations,
anticipations, results of operations, future performance and business plans.
Further, statements that include the words "may," "could," "should," "would," "believe," "expect," "anticipate,"
"estimate," "intend," "plan," "project," or other words or expressions of similar meaning have been utilized.
These statements reflect our judgment on the date they are made and we undertake no duty to update such
statements in the future.
No warranty or representation is made by Pro Forma Advisors that any of the projected values or results
contained in this study will actually be achieved.
Although we believe that the expectations in these reports are reasonable, any or all of the estimates or
projections in this report may prove to be incorrect. To the extent possible, we have attempted to verify and
confirm estimates and assumptions used in this analysis. However, some assumptions inevitably will not
materialize as a result of inaccurate assumptions or as a consequence of known or unknown risks and
uncertainties and unanticipated events and circumstances, which may occur. Consequently, actual results
achieved during the period covered by our analysis will vary from our estimates and the variations may be
material. As such, Pro Forma Advisors accepts no liability in relation to the estimates provided herein.
In the production of this report, Pro Forma Advisors has served solely in the capacity of consultant and Pro
Forma Advisors has not rendered any "expert" opinions and does not hold itself out as an "expert" (as the
term "expert" is defined in Section 11 of the Securities Act of 1933). ·
This report is not to be used in conjunction with any public or private offering of securities, and may not be
relied upon without the express written consent of Pro Forma Advisors.
This study is qualified in its entirety by, and should be considered in light of, these limitations, conditions, and
considerations.

Pro Forma Advisors, LLC
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I.
The City of Ventura owns two 18-hole regulation length golf courses, Buenaventura Golf Course
(Buenaventura) and Olivas Links Golf Course (Olivas Links), both located in the southern portion of the City.
Buenaventura underwent a major renovation in 2004-2005, and Olivas Links followed with a full redesign and
reconstruction in 2006-2007. Both golf courses are operated, maintained and managed by Kemper Sports
Management under a short-term management agreement.
The Ventura municipal courses, as with virtually all golf courses in Southern California, have been affected by
the soft golf market conditions beginning in about 2002. The southeast Ventura/northwest Los Angeles
County regional golf market has experienced a sharp and steady decline which has persisted over the past
fifteen years, although some stability has returned to the market over the past four to five years. This severe
market downturn has affected essentially all aspects of the golf industry, with particularly adverse impacts on
golf course owners and operators.
With the objective of gaining an understanding of the current status of the golf courses and likely prospects
going forward, Pro Forma Advisors, LLC, an economic consulting firm specializing in commercial recreation
and golf course economics, was retained by the City of Ventura in September 2014 to evaluate the
performance of the golf courses, provide data on the regional golf market, assess capital improvement
requirements and evaluate a series of other golf course related issues. In April 2017, the City requested Pro
Forma Advisors to conduct an update of the earlier analysis. The following presents the results of this
updated evaluation.
Work tasks completed during the course of this assignment include:
• Inspection of the Buenaventura and Olivas Links golf course properties;
• Interview of on-site management, City contract administrators, and other key personnel;
~ Evaluation of regional golf market conditions, characteristics and trends;
• Analysis of Buenaventura and Olivas Links operating history;
Assessment of golf course and support facility capital improvement requirements;

i,

• Projections of operating performance for the two City golf courses;
• Analysis of other issues including conversion of Buenaventura to a 9-hole or executive length golf
course, redevelopment of Buenaventura to an alternative higher and better use, operating options for
the Wedgewood Inn banquet facility, and transferring the Olivas Adobe facility to golf course
management.
Following this Introduction, Section II presents a summary of key findings, with documentation and analysis
contained in subsequent sections of the report.

Pro Forma Advisors, LLC
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II.
The following section highlights key findings and conclusions resulting from the Ventura golf course assessment.

Background
> The City of Ventura owns two municipal golf courses, both located in the southern part of the City. The
golf courses currently are operated, maintained and managed by Kemper Sports Management under a
fee-for-service management agreement.
• Buenaventura offers an 18-hole regulation length golf course which, d!,Je to its relatively short length and
absence of penal features, appeals to seniors and other golfers desiring a moderate test of golf skill.
The course underwent a major renovation in 2004-2005. The course operates without a golf practice
range, and has a very modest clubhouse facility. The food and beverage operation at Buenaventura is
provided by a third party independent concessionaire.
• Buenaventura, which lies in a flood plain, incurred significant flood damage in February 2017 resulting
from heavy rainfall. The course was closed for nearly two months, reopening in April 2017, which
significantly impacted FY2017 financial performance.
• Olivas Links. features an 18-hole regulation length golf course which was redesigned and fully
renovated in 2006-2007. The course is relatively challenging and is positioned to serve the upper-mid
market segment. Olivas Links operates out of a 1,600-square-foot modular temporary clubhouse
structure.
~

The combined renovation cost of the golf courses was approximately $16.6 million, comprised of
$10.28 million at Olivas Links and $6.34 million at Buenaventura. The cost was funded through taxexempt municipal financing. Annual debt service, following debt refinancing, is scheduled at about
$480,000 per year for the FY2018-FY2025 period, increasing to about $2 million thereafter, with the
debt scheduled to be fully amortized by 2038.

• Given the current level of golf course performance, Citywide overhead and debt obligation, the golf
courses combined required an annual subsidy of about $548,000 for FY2016.
• While the golf courses themselves now are in relatively good condition (notwithstanding the flood
damage to Buenaventura), there remain a series of needed capital improvements primarily relating to
the clubhouse and other support facilities at Olivas Links which is currently operated out of a temporary,
small modular clubhouse structure. As well, the Wedgewood Inn banquet center will require substantial
capital reinvestment upon expiration of the lease at the end of 2017.

Pro Forma Advisors, LLC
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Regional Golf Market Conditions
.- Mirroring the national golf market, the Southern California regional golf market has softened
considerably over the past 15 years. The market softness primarily has resulted from the cumulative
effects of unprecedented expansion of the public golf course inventory which began in the mid-1990s,
unexpected reduction in the demand for golf and, most recently, the severe downturn in the national
and regional economies which commenced in 2008. Over the past ten years, total golf play on
Southern California public access golf courses has declined from about 12 million to 9.5 million rounds,
a decline of 21 percent. Because the inventory of courses has increased during that period, the
average rounds per course has declined more snarply, nearly 24 percent.
• Importantly, the weak golf market condition, in large part, does not appear to be entirely cyclical, but
rather a reflection of long-term shifts in the underlying demand for golf. Manifestations of the weak golf
market are declining rounds and revenue, operating expense and capital improvement cutbacks,
excessive discounting, and financial failures, including some in the regional market.
~

~

More recently, the Southern California golf market has experienced mixed results, ranging from

continued deterioration in play and revenues at many •courses to stable performance at some. Over
recent years, golf courses have benefited from favorable weather.
With no new golf course development going forward, the possible contraction of the existing supply of
courses, and continued population growth and maturity, it is anticipated that market area demand will
remain stable over the foreseeable term. Much of this stability will result from the aging population
trends ( rapid growth in the 60-74 age cohort), where the propensity to, and frequency of, play increase
compared to younger age cohorts. Nonetheless, even with general stability in the golf market, it is not
likely that growth in play and revenues will be achieved.

Pro Forma Advisors, LLC
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Historical Performance
> The net cash flow for the City's overall golf system in FY2016 is summarized in the table below.

> On the course level, in FY2016, the golf courses produced a combined total of $1.6 million in "net

operating income" (after deducting management fees), resulting in an operating margin (ratio of
adjusted net operating income to gross revenue) of approximately 35 percent. This margin is
consistent with the more successful public access golf courses operating in the Southern California
market area.
~

Deducting $2.26 million in equipment rentals, City allocated overhead/administrative expenses, the
City's asset fee, debt service, and other miscellaneous elements yields annual negative net cash flow
(operating subsidy) of about $548,000 for FY2016. About $2.0 million of the $2.26 million 'in
systemwide expenses are regarded as fixed costs which would not be eliminated if the golf course
operations are terminated.

Pro Forma Advisors, LLC
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• Greens fees and cart rentals are by far the most important source of revenue for a golf course.
Comparison of these revenues at Buenaventura and Olivas Links with other southeast Ventura County·
municipal courses indicates that the City's courses are performing well, substantially outperforming its
most direct competitor (RiverRidge) in Oxnard. Simi Hills in Simi Valley, Rustic Canyon in Moorpark, and
Los Robles in Thousand Oaks generate slightly more gross greens/cart revenue, but each of these
courses enjoys the support from much stronger local golf markets and faces less competition than the
Ventura courses.
~

At Olivas Links, merchandise and food and beverage revenue per round is relatively low, reflecting the
limited clubhouse facilities. Because direct costs related to these revenues are high, the impact of
lower than average merchandise and food and beverage revenues on overall course performance is
minimal. Practice range revenue per round is moderate.

" At Buenaventura, merchandise revenue per round is also low, reflecting the positioning of the golf
course, with golfer generated food and beverage consistent with similar courses. Again, low
merchandise revenue has negligible impact on overall performance. Buenaventura does not have a
practice range.

Capital improvements
• Major redesign/renovation of Buenaventura and Olivas Links in the mid-2000 period, and more recent
improvements completed in FY2013 and FY2014, resulted in excellent condition of both golf courses.
However, significant damage occurred at Buenaventura in February 2017 caused by heavy flooding
which is not expected to be fully remediated until fall 2017.
• No significant golf course improvements will be required in the near- to mid-term. However, a series of
capital improvements relative to support facilities remain.

Pro Fonna Advisors, LLC
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anding cart storage (5,000 sq. ft.), depends on type structure.
Cost depends on size and type of structure, potential Olivas Adobe use.

sq. ft.}.

~

The single largest remaining capital improvement requirement at Olivas Links is a permanent clubhouse.
There is a broad range of clubhouse types and sizes, mostly influenced by the scale of the food and
beverage component. Although desirable, it is difficult to economically justify a large full service facility
with 250-guest capacity banquet space. Rather, a smaller, golfer-oriented clubhouse with a pro shop,
bar/grill (80 seats), small administrative office space, and restrooms, totaling in the range of 5,000
square feet appears appropriate.

~

At Buenaventura, in addition to cosmetic improvements to the existing clubhouse and snack bar,
substantial improvements at the Wedgewood Inn banquet center will be required for the facility to
remain competitive in the marketplace. The extent of such improvements is not known, although such
improvements likely would be at least $300,000-$400,000. If the City continues to lease the
Wedgewood Inn, this cost would be borne by the lessee.

• Many golf course components and support facilities deteriorate with time and use and thus require
periodic replacement. It is customary and prudent to establish an ongoing capital improvement
replacement reserve fund to meet the needs of future capital improvements. In FY 2013-2014, the City
introduced a "capital reserve fee" at each golf course equal to $1 per round, in addition to the greens
fees. This fee generated nearly $60,000 in additional revenue at each course. Typically, on the order of
$50,000 to $100,000 per course per yearwould be a reasonable capital reserve contribution, equal to
about 3.0-4.0% of golf (greens fees, carts, and range) gross revenue, in addition to funds necessary to

Pro Forma Advisors, LLC
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replace aging golf course maintenance equipment. Golfers generally are supportive of increases which
are earmarked for specific capital improvements;
• Other than the revenue generated from the "capital reserve fee," funds from operations available for capital improvements are not anticipated in the foreseeable (10-year horizon) term. The "capital reserve·
fee" will produce sufficient funds for many of the required ongoing improvements, but clearly not large
components such as a permanent clubhouse or ongoing golf course maintenance equipment.
• The projected direct economics of a new Olivas Links clubhouse operation do not justify private capital
funding. When the indirect benefits of a new clubhouse (beneficial impact on tournaments and general
public play) are considered, a modest size clubhouse may be supportable. Even with indirect benefits,
a large full service clubhouse with extensive banquet facilities at Olivas Links is not supportable.

Revenue Enhancement/Expense Reduction
> Both golf courses, given their current support facilities, are operating at a relatively high level within a

very competitive golf market. Operating expenses at both courses--particularly course maintenance
and golf operations--are at the point that they realistically cannot be reduced further without impacting
revenues. Thus, for the most part, opportunities for improving revenue performance will require
contributions toward support facility capital improvements.
• Priority should be given to generating additional golf (greens fees, carts, and practice range) revenue,
as the incremental expenses related to additional revenue are very small. Less priority should be given
to food and beverage, merchandise, and lessons revenue, although the indirect impact on golf
revenues related to support facility improvements (e.g. clubhouse improvements) should be considered.
• Greens fees are a function of play levels and the average greens fees. The focus should be on
maximizing "gross revenue" rather than rounds or the greens fees rate. Generally, maximizing profit is
achieved by setting target play levels, and firming the average greens fees per round when the targets
are reached. Reflecting the difficulty of the golf course, at Olivas Links, a reasonable target play level
under normal weather conditions is in the range of 60,000 rounds and, at Buenaventura, in the range of
60,000 rounds. While recent year play levels have equaled or exceeded these targets, this utilization
has been achieved in relatively mild weather periods.
• The addition of cart storage at Olivas Links would reduce expenses on the order of $15,000 per year,
not sufficient to fully amortize the capital cost of new cart storage improvements. Similarly, revenues
(merchandise, food and beverage, and golf) would increase with new clubhouse improvements, but not
sufficiently to fully justify the cost of a new clubhouse.
• Tournaments and outings at Olivas Links currently represent 7% of total play (4,000 rounds per year).
With a full service clubhouse, the course would be expected to generate an additional 1,000-1,500
rounds per year. With a more modest size clubhouse, or a facility to accommodate groups, another

Pro Forma Advisors, LLC
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500-1,000 rounds in tournament/outing play would be expected. Part of the improved revenue related
to the additional tournament play and food and beverage income would be offset by direct costs and
additional tournament coordination costs.
~

As with most, but not all, courses in the area, senior golfers enjoy discounted greens fees at
Buenaventura and Olivas Links. Generally, at many other courses where frequent play or other loyalty
programs are offered, or resident discounts are available, senior discounts are not offered or reduced.
Presently at the City's courses, senior rates are only nominally below resident rates ($3 to $4 discount).
Over the next 10-15 years, senior golfers will account for an increasing share of total golf play at
courses like Buenaventura and Olivas Links. As such, discount policies with respect to senior play
need to be closely monitored to avoid dilution of the average greens fees and reduction in overall
revenue .

.- The most significant event which will adversely impact operating expenses at both courses is the
implementation of the California Minimum Wage law, where the minimum wage is scheduled to increase
from $10.00 per hour in 2016 to $15.00 per hour by 2022. This increase will result in additional
operating expenses of about $25,000 per year at each course over the next five years, in addition to
normal inflationary increases.
~

The food and beverage outside concession agreement at Buenaventura, which currently generates
$116,000 per year, expires at the end of 2017. At that point, the City may elect to engage in an RFP
process. A concessionaire would likely need to invest several hundred thousand dollars in cosmetic/
other improvements. With substantial investment, triple-net rent equal to about 8 percent of gross
revenue would be expected, yielding annual rental income for the City near current levels. Alternatively,
the City could elect to incorporate the food and beverage operation as part of the golf operation at
Buenaventura. The net contribution of the food and beverage function under in-house operation
probably would potentially generate net income which exceeds the current rent, but such operation
would increase overall risk. Again, given the age and condition of the Wedgewood banquet facility,
significant capital investment would likely be required.

~

Assuming no significant clubhouse capital improvements, course level operating income, expressed in
constant 2017 dollars, is projected in Table 11-3 (excludes Wedgewood Inn banquet center operation).
The projected financial performance reflects normal weather conditions and the full impact of the
California Minimum Wage law.

• Before allowances for leasing carts, replacing maintenance equipment, the modular clubhouse lease,
and a reserve for ongoing capital improvements, Buenaventura is projected to produce $581,000 and
Olivas Links $705,000 annually in EBITDA (earnings before interest, taxes, depreciation, and
amortization), expressed in constant 2017 dollars.
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• As previously noted, after deducting Citywide overhead, debt service and other capital charges, there
currently (FY2016) is an annual subsidy of about $548,000. Based on expected stable golf course
performance, scheduled reductions in annual debt service, and a series of other factors such as the
scheduled increase in the California Minimum Wage law, the annual subsidy is projected to decrease
from $548,000 to an average of about $200,000-$300,000 per year over the next five years. There is
no immediate way to significantly reduce further, or eliminate, the subsidy.
• It is appropriate to update the business plan annually on a rolling basis. Part of the update should be
modifying the 10-year forecast based on current and anticipated changes to the golf market
environment and other factors;
~

Presently, Citywide overhead and support expenses/allocations levied against the golf course
(excluding debt service, equipment leases, utilities, and insurance) are on the order of $720,000 per
year, including a $215,000 enterprise asset fee (land lease). A portion of the Citywide overhead/
administrative amount is direct expense related to administration of the management contract, but
most of the costs are indirect Citywide overhead charges which would not be reduced substantially, if
at all, with elimination of the golf courses .

. • Combining course level operating income with systemwide overhead.and other obligations, annual net
operating income (subsidy) is projected over the next five years, as shown in Table 11-4. Overall, the
subsidy is projected to decline from its current level of $548,000 to an average of about $200,000$300,000 per year over the forecast period, mostly attributable to the reduction in debt service over this
period.
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Other Issues
• While the golf courses currently require a subsidy on the order of $548,000 annually, the unencumbered
value of the golf courses based on their income producing potential under private ownership is
indicated at about $4.1 million for Buenaventura and $5.5 million at Olivas Links.
• The economics of a reduced 9-hole regulation length versus existing 18-hole layout at Buenaventura
suggest that, due to the efficiencies and golfer preference for an 18-hole course, the 9-hole option
would generate less than 25 percent of the net income of the current configuration.
P

The concept of converting Buenaventura to an alternative higher and better use has been considered:
As about one-half of the golf course lies within a ''floodway" which restricts use to open space/
recreation, there are only about 50 acres which lie outside the floodway, but within the 100-year flood
plain. The bulk value of 50 acres which are entitled for business park use (and outside/above the FEMA
base flood level) is about $8 million. Added to the value of a residual 9-hole regulation length golf
course ($2.16 million) yields a total value of about $10.2 million. Deducting the cost of the flood
protection (levee) improvemenJs of at least $7 million yields a net value of about $3 million. This net
value compares with the $8 million value of the existing 18-hole Buenaventura course. Thus, from a
pure economic perspective, retaining the golf course in its current 18-hole configuration is warranted.

• There are some benefits of transferring the Olivas Adobe operation to the golf course operator, primarily
in some maintenance expense efficiencies and use of the gift shop and courtyard facilities for golf.
Specifically, the gift shop could house the pro shop, but at 2, 100 square feet is not sufficiently sized to
provide a food and beverage function. Moreover, the pro shop would be a substantial distance from
the firsttee, particularly for walking golfers. Rather than transferring the operation, better coordination
between the golf course and Olivas Adobe whereby the outdoor courtyard/fountain areas could be
dedicated for tournament events should be explored further. It is likely that a "warming kitchen" or
mobile kitchen unit would have to be put in-place to facilitate outing groups.
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Ill. Review of Historical Operations
Buenaventura
Facilities

Buenaventura Golf Course is located on Olivas Park Drive, just east of Victoria Avenue in the southern portion
of the City of San Buenaventura. The Santa Clara River forms the southern boundary of the golf course. The
surrounding area is characterized by agricultural uses primarily, with an industrial/business park and an automobile dealer center located north of the golf course. Nearly c!.11 of the golf course property lies within FEMA's
AE flood zone, areas subject to a 1% annual chance flood event.
Facilities at Buenaventura include the following:
~

18-hole regulation length golf course

> Pro shop (approximately 1,400 square feet)
• Snack bar (approximately 2,700 square feet)
• Cart storage (4,000 square feet)
• Maintenance building (6,500 square feet)
Buenaventura does not have a driving range.
The golf course is a regulation length, par-72, 18-hole layout with a returning 9-hole routing. The course
originally opened in 1932 and was designed by William Bell, Senior. The course underwent a major renovation in 2004-2005, with golf architect Forest Richardson retained for the re-design, which resulted in a somewhat more challenging golf course while preserving the original basic design features.
The distance, slope and rating for the golf course four tee placements is as follows:

To the east of the clubhouse/snack bar is the Wedgewood Inn banquet facility. This two-level structure is
about 8,000 square feet with one banquet room on the upper level and a maximum seating capacity of about
250. This facility is not open to the general golfing public, but is available for group functions including scheduled golf tournaments. The lower level of the facility houses the men's and women's restrooms/locker rooms,
which were recently upgraded.
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Historical Performance

Recent historical performance of Buenaventura Golf Course is summarized as follows (note that the golf
course was closed for renovation during most of the year in FY2004 and FY2005, and that a turf replacement
program was undertaken during FY2012 and FY2013). The course also was closed for most of February and
March 2017 as a result of storm damage to the course, reopening in April. .
Annual Play
1-

Annual play (total rounds, including complimentary) for the past 15 years is reported as follows:

78,640
23,0901
65,930
77,650
77,510
67,900
65,250
68,520
66,570
63,9802
64,6702
65,130
65,240
60,780
Closed from 5/30/04 to 3/20/05 for renovation.
Turf replacement program underway during part of
he ear.

.- Play on Buenaventura Golf Course totaled just over 81,000 rounds in FY2002, then declined to 78,000
in FY2003, prior to the commencement of course renovation. After the course was renovated, play
averaged 77 ,000 rounds in FY2006 and FY2007. Since FY2008, following the onset of a major
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regional and national economic downturn, play at Buenaventura has declined somewhat, but remained
consistently in the range of 60,000 to 65,000 rounds per year.
., Buenaventura Golf Course play exhibits a modest degree of seasonality. Play by month for FY2016
was as follows:

/
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., Annual play in FY2016 by type of round is summarized as follows:

Complimentary rounds represent 8.4 percent of total play at Buenaventura, somewhat more than the typical 5
percent standard. The higher play level is attributed to the heavy use of the golf course by local schools
which have restricted access to the golf course. For the most part, because of the restrictions placed on
complimentary play, such play does not significantly displace paid rounds.
Greens Fees
• The current greens fees structure at Buenaventura is as follows:
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In addition to the greens fees, golfers are assessed a "capital reserve fee" equal to $1. per round, with these
funds earmarked for golf course capital improvements.
Gross Revenue
Buenaventura annual gross revenue for the period FY2006 through FY2016 is presented in Table 111-4.
Highlights of the operating performance are discussed below:
._ In the two years following renovation, the golf course performed very well with play at 77,000-78,000
rounds per year and an average greens fees in the $23.00 per round range. Between FY2008 and
FY2015, rounds consistently totaled in the mid-to high-60,000 range, and the average greens fees per
round increased slightly to $24.30. While the greens fees rate has been increased over recent years,
increased discounting has resulted in the average greens fees revenue per round increasing only
marginally. In FY2016, rounds declined to 60,780 from a year earlier level of 65,240, but the average
greens fees, including the capital reserve fee, jumped sharply to from $24.30 to $25.92 per round.
Thus, gross greens fees revenue declined only nominally over the past year.
• Total greens fees revenue declined nearly 20% from 2007 to 2009, resulting primarily from the sharp
downturn in the economy and entry of the second nine holes at the RiverRidge Victoria Lakes course.
Since 2009, greens fees revenue has recovered modestly.
~

Power cart fees are $15.00 per person for 18-hole and $10.00 per person for 9-hole/twilight play. Cart
rental revenue in FY 2016 totaled nearly $385,000, equal to $6.33 per round. Cart utilization on
Buenaventura is estimated at approximately 45 percent.
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} Pro shop merchandise revenue totaled only $74, 700 in FY2016, equal to $1.23 per round. This level is
less than one~half the volume achieved in earlier years, reflecting the trend in retail merchandising at golf
course locations.
• The food and beverage operations at Buenaventura is conducted under a lease agreement with a
separate concessionaire. Golfer generated food and beverage revenue has consistently averaged
about $4.00 per round.
Cost of Sales
The cost of sales related to merchandise has averaged approximately 60-65 percent of gross sales revenue
over the past several years, at the low end of the range for typical municipal courses.
Operating Expenses
Annual operating expenses for Buenaventura for FY2011 through FY2016 are shown in Table 111-5. As noted,
excluding cost of sales (and without food and beverage operations), total operating expenses have remained
relatively constant at about $1.3 million. The expenses do not include lease costs or replacement reserves for
power golf carts and maintenance equipment, which are reported "below the line." It is unlikely that operating
· expenses at Buenaventura can be reduced significantly without affecting the quality of the product and thus
revenues.
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$34.55

$35.38

$36.28

$38.11

$34.14

11

Golf course food and beverage only (excludes banquet).

21

Estimated based on historical per capita.

Source: City of San Buenaventura, Kemper Golf Management, Wedgewood Banquet Center, and Pro Forma Advisors.
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1 Excludes focd and t:B-verage.
2 Equipment leases are not included at the murse le-.,el. These expenses are reported at the City administrati,-e level.
Scurce: Kemper Spcrts l-;l3nagernent: and PFt1.
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Course Level Net Operating Income
Net operating income shown at the course level for Buenaventura is summarized as follows:

11

Before golf cart lease expenses, maintenance equipment lease/replacement reserve expenses, CIP reserves, and citywide overhead/admin costs.

21

Excludes all food and beverage revenue.

Olivas links
Facilities

Olivas Links is located on Olivas Park Drive, about 2.5 miles west of Victoria Avenue in the southern portion of
the City of San Buenaventura. As with Buenaventura, the Santa Clara River forms the southern boundary for
the golf course. The surrounding area is characterized by agricultural uses primarily, with a mushroom processing plant locate to the east of the golf course. Nearly all of the golf course property lies within FEMA's "AE"
flood zone, areas subject to a 1% annual chance flood event. It also should be noted that the Olivas Links ·
property is part of the Fleischmann land conveyance which is deed restricted for recreational and parks use.
Facilities at Olivas Links include the following:
• 18-hole regulation length golf course
~

~

Pro shop/snack bar (modular building-1 ,600 square feet)
Restrooms (modular building-540 square feet)

> Practice Range (25 tees, no lights)
~

Maintenance building (6,500 square feet)

Olivas Links does not have a permanent cart storage facility.
The golf course is a regulation length, par-72, 18-hole layout with a returning 9-hole routing. The course
originally opened in 1962 and was designed by William Bell, Junior. Olivas Links, formerly known as Olivas
Park Golf Course, underwent a complete renovation in 2006-2007, with golf architect Forest Richardson
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tained for the re-design, which resulted in a substantially imprqved links-style golf course. Unlike Buenaventura, Olivas Links did not suffer significant flood damage from the winter 2017 storms .
.The distance, slope and rating for the golf course four tee placements is as follows:

The golf course is much more challenging than Buenaventura, with greater length and substantially more penal features.
To the east of the modular clubhouse/snack bar is the Olivas Adobe, Ventura County's only remaining
Monterey-style adobe home from the California Rancho era. It is a historical landmark placed on the National
Register of Historic Places in 1979. The complex is comprised of the main two-level home, a single-level
adobe structure housing administration and a gift shop, a large courtyard and a fountain/garden area. While
adjacent to the Olivas Links clubhouse, the Adobe has no operational connection to the golf course. It is
available for public visitation/touring at a very modest fee.
Historical Performance

The recent historical performance of Olivas Links is shown below. Note that Olivas Links was closed for redevelopment during most of FY2006 and FY2007 and thus the data shown include nine full operating years
since the course reopened.
Annual Play
.. Annual play (total rounds, including complimentary) for the past fifteen years is reported as follows:
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54,080
61,420
65,390
59,880
60,680
59,100
60,700
61,175
60,555

> In the early 2000-era, play on Olivas totaled 80,000-90,000 total rounds, reflecting a strong golf market
_period and a mid-market positioning. Since the golf course was fully renovated in 2005 and 2006,
which resulted in a more up-market repositioning and higher rate structure, play has consistently
averaged about 60,000 rounds annually, although at a much higher average greens fees.
• Play by month for FY2016 was as follows:
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~

Annual play for Olivas Links in FY2016 by type of round is summarized as follows:

Complimentary rounds at Olivas Links represent 6.8 percent of total play, somewhat more than the typical 5
percent standard. The higher play level is attributed to the heavy use of the golf course by local schools
which have restricted access to the golf course. For the most part, because of the restrictions placed on
complimentary play, such play does not significantly displace paid rounds.
Greens Fees
~

The current greens fee structure (excluding cart) for Olivas Links is shown in Table 111-10. As noted,
greens fees have increased modestly since 2007, with only nominal increases over the past three years.

Gross Revenue
i.

Olivas Uinks annual gross revenue for the period FY2008 through FY2016 is presented in Table 111-11.
Gross revenue from all sources has been relatively steady over the past five years at about $2.5 million
per year.
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16

21

idenVcounty residenVnonresident - Monday-Thursday.
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ood and Beverage
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Cost of Sales
The cost of sales related to merchandise has averaged approximately 65 percent of gross sales revenue over
the past several years, typical of higher end daily fee golf courses and below typical municipal operations.
The cost of sales related to food and beverage sales at Olivas Links is about 42%, relatively high compared
with the typical 30-35% ratio, reflecting the snack bar type operation at the course.
Operating Expenses
Annual operating expenses for Olivas Links for FY2011 through FY2016 are shown in Table ttt-12. As noted,
excluding cost of sates, total operating expenses have remained at about $1.7 million per year over the past
several years. The expenses do not include tease costs or replacement reserves for power golf carts,
maintenance equipment, property insurance and temporary building lease expense, which are reported
"below the tine." As with Buenaventura, it is doubtful that operating expenses at Olivas Links can be reduced
significantly without affecting the quality of the product and thus revenues.
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$1,799.5
1 Cart and equipment lear,e expenses are not included ai the course e,el. These expenses are reported.at the City administratrv'e suppat
IEM31.

Scurce: Kemper Sports Management; an::! PFI\.
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Course Level Net Operating Income
Net operating income shown at the course level for Olivas Links is summarized as follows:

11

Before golf cart lease expenses, maintenance equipment lease/replacement reserve expenses, CIP reserves, and citywide

overhead/admin costs.
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City of Ventura Budget
From the City's perspective, the FY2016 subsidy is reported as follows:
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IV. Golf Market Overview
The following section presents an overview of the demographic makeup of the Ventura market area and an
analysis of national, regional and local golf market conditions.

Market Area Demographics
The primary market area for a golf course is influenced by a number of factors including course quality, rate
structure, transportation network and access, location and characteristics of competitive facilities, resident
demographic attributes, and other such factors. The primary market area for Olivas Links and Buenaventura,
from which 70 to 80 percent of total play is expected to derive, is defined as the County of Ventura. Most
residents of Ventura County are within about a 20-minute drive time (10-15 miles) of the golf courses.
Additional support for the two courses derives primarily from the northwest region of Los Angeles County
(west San Fernando Valley), which is 30-45 miles (30- to 60-minute drive time) east of the Ventura courses.
Comparative demographics of the Ventura primary market area are presented in Table IV-1.
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As noted, Ventura County population has increased at a very modest rate over the past 20 years, and is
projected to continue to increase marginally over the next 10 years, reaching 872,000 by 2020 (based on
most recent 2016 California Department of Finance population projections). In addition, the West San
Fernando Valley population (within Los Angeles County) currently is estimated at approximately
600,000-700,000 residents, with negligible growth projected over the next 1Oyears. The residents of Ventura
County are slightly younger than the statewide benchmark, and of greater overall affluence.
While Ventura County population growth is projected to be very modest, the aging of the population will be a
significant phenomenon, which may positively impact golf demano as the propensity to play and frequency of
play increase with age, particularly in the 60-74 age cohort.

Note: Population projections are adjusted based on actual 201 0 Census count.
Source: U.S. Department of Commerce, Bureau of the Census; State of California, Department of Finance,
Demographic Unit; and Pro Forma Advisors l.l..C.

As shown in Table IV-2, Ventura County's 60-74 age cohort is projected to increase from 94,800 in 2010 to an
estimated 144,300 in 2020, an average annual rate of 4,950 persons per year, or 4.29% compared with the
general County population growth of 0.6% per year over this same time frame. This age cohort will represent
16.6% of the total County population by 2020 compared with 11.5% in 2010. This aging trend generally
parallels that of the State as a whole and neighboring counties.
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National Trends
Nationwide, golf play increased steadily between the mid-1980s and 2000. As shown in Table IV-3, during
this period, the total number of annual rounds played nationally increased at an average rate of 2.4 percent
per year. Golf balls sold, perhaps the best indicator of play, increased at a similar rate (2.5 percent per year).
This unprecedented growth in golf play was due to a number of factors including:
~

An increase in the number of golfers,

• The increasing importance of golf-oriented real estate,
; Expansion of the golf tourism industry, and
~

One of the longest economic expansions in the nation's history.

The increase in golf demand and the popularity of golf-related housing development during the 1990s
stimulated extraordinary expansion of the national golf course inventory, primarily between 1995 and 2002, as
summarized in Table IV-4. Over the 1990-201 O period, the inventory of golf courses in the United States
increased by 34 percent, while the U.S. population registered only a 24 percent gain, and golf demand (play)
increased only 12 percent over this same period. Since 2010, there have been very few new courses added,
with the number of courses closing far exceeding the number opened.
Right after the new century started, the first signs of industry problems surfaced, and have persisted for the
past 10-15 years. While total golfers and rounds played are down industrywide, many individual golf courses
have experienced steeper declines in utilization, along with revenue contraction and falling net operating
income, as the market totals are spread over an increased supply of facilities. Further, golf course
transaction prices declined precipitously, bankruptcies and foreclosures have become routine, and new golf
course construction has virtually ceased while the number of courses closing now well exceeds new
openings. The impact of market softness has been widespread and affected all segments of the market and
all geographic areas.
The National Golf Foundation (NGF) reports that over the 2001-2011 period, annual golf play in the United
States declined from 518 million to 449 million rounds, or over 13 percent, before rebounding somewhat in
the past five years. Golf ball sales, perhaps a better indicator of demand, declined by about 20-25 percent
over this time period. The golf participation rate, after rising steadily through 2003, has fallen precipitously
from 12.4 percent ih 2004 to a current level estimated at only 8.2 percent. (It should be noted that the golfer
participation rate is based on the number of golfers relative to the population over the age of 6 years old).
The golf market also was significantly impacted by the national economic recession. Annual rounds in the
U.S., according to industry reports, have declined by nearly 9 percent since 2007. Other independent
sources indicate a more severe contraction, which is borne out by golf ball sales and other market indicators.
Rounds nationally in the United States increased slightly in 2015 and 2016, in part due to favorable weather in
most parts of the country.
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Since 2002, the construction of new courses has declined sharply, and the rate at which courses have closed
has accelerated. Between 2006 and 2015, for example, the number of courses closed exceeded new course
openings. New courses have been added to the inventory since 2006 at an annual rate of 70-75 courses
per year, while course closings have averaged about 11 O per year over this period. With the slowing
expansion of new supply over the past ten years, and a recovering economy, golf market conditions in most
markets have stabilized over the past several years in most markets.
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1/ Represent!;! golfers over 12 years of age. 2/ Estimated by PFA. 3/ Estimated by PFA based on "soft goods" sales recorded by Data Tech
and golf ball manufacture sales. 4/ For period 2005-2009. 51 Data for 2010-2015 not available in comparable format.
Source: National Go~ Foundation; Go~ Data Tech; and Pro Forma Advisors LLC.
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2002

315

2006

120

2007

115

2008

70

2009

50

2010

45

2011

35

2012

14

2013

14

2014

11

2015

17
" 18-hole equivalents.
Includes courses added, less courses closed., 2006-2015
Source: National Golf Foundation; and Pro Forma Advisors

~
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Regional
As with nationwide trends, golf demand in Southern California also increased steadily between the mid- to
late-1980s and early 2000 time period. From the 1970s through the mid-1990s, there was relatively limited
expansion of the inventory of golf facilities. During the 1990s, for example, the municipal golf courses and
limited number of daily fee golf courses in Southern California were performing exceptionally well, with municipal golf course play exceeding 100,000 rounds at many Southern California courses and play on daily fee
courses in the range of 60,000-80,000 a!]nual rounds.
In response to increasing demand and a static supply situation, a number of golf courses were developed.
The total number of public regulation length golf courses that have opened in Southern California since 1995
is summarized in Table IV-5.
As shown, these additions represent a 33 percent increase in the Southern California public golf course inventory. At the same time, ten regulation length public golf courses have been closed in Southern California over
the past 6-7 years, reducing the net increase to 46 courses (27%).
Ventura County, with an inventory of 20 regulation length public courses at the end of 2016, represents 9% of
the total inventory, while the County has accounted for over 13% of the additions to the inventory since 1995.
There have been 7.5 new courses (18-hole equivalents) added to the golf course inventory in Ventura County
since 1995, providing many more options for residents of the region. No new golf courses have entered the
Southern California golf market in the past five years, and none are expected to be added in the next 3-5
years. Over the past three years, the two public Lost Canyon golf courses in Simi Valley have closed, with
one scheduled to reopen as a private course in the near-term.
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Ventura County Golf Market
Golf Course Inventory
The Ventura County public regulation length golf course inventory consists of the following facilities:
1-

Olivas Links, Ventura

• Buenaventura, Ventura
• RiverRidge-Victoria Lakes, Oxnard
~

RiverRidge-Vineyards, Oxnard
• Los Robles, Thousand Oaks
• Simi Hills, Simi Valley
• Elkins Ranch, Fillmore
~ Rustic Canyon, Moorpark
~ Sterling Hills, Camarillo
• Camarillo Springs, Camarillo

• Soule Park, Ojai
~

Tierra Rejada, Moorpark
• Lost Canyons, Simi Valley {36 holes)--CLOSED
~
~

Moorpark Country Club, Moorpark {27 holes)
Ojai Valley Inn Golf Course, Ojai

; John E. Clark, Point Magu (9 holes)
~

~

Saticoy Regional, Ventura (9 holes)
Mountain View, Santa Paula

~

SeaBee Golf Course, Port Hueneme

The average population per public access regulation length golf course is calculated at 47,300 for Ventura
County, which compares with 206,700 in neighboring Los Angeles County and 80,000 statewide. This
suggests that Ventura County is significantly oversupplied with public golf courses relative to its population
base.
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The new public access regulation length golf courses entering the market since 1999 are shown in Table IV-6.

Graves/Pascuzzo
Pete Dye
Pete Dye
Jacobsen/Hardy
Hanse
Jacobsen/Hardy
Millhouse
Millhouse

Particularly noteworthy is the addition of the new RiverRidge Victoria Lakes course, located immediately
across the Santa Clara River from Buenaventura, with nine holes opening in 2004 and nine holes in 2008.
It should also be noted that both Lost Canyons golf courses closed in 2014 as part of an overall plan to
convert part of the land area to residential. The current plan is to reopen one of the courses as a private club,
along with constructing about 360 residential units on land This closure reduces the inventory of public
regulation length golf courses in Ventura County to 19. Due to the distance from the City of Ventura courses,
and the high end orientation of Lost Canyons, the closure of this course has not noticeably impacted the City
courses.
In late 2016, the new owner of the Camarillo Springs Golf Course has indicated the intent to close the golf
course, potentially redeveloping the property with some commercial/residential uses.

Golf Course Survey
A survey of selected public golf courses in the primary market area is presented in Table IV-7. Play and
greens fees at courses in the region are summarized in Table IV-8. Based on a review of area golf courses,
the following observations regarding the overall local golf market are offered:
~

The Ventura County public golf market is highly competitive. In addition to numerous municipal
facilities, there are a number of higher quality public access golf courses available at relatively affordable
greens fees.

~

The Ventura and northwest Los Angeles County golf markets, like virtually all other areas of Southern
and Central California, have softened considerably over the past 10-15 years, and remain relatively soft
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at this time. Since 2011, the performance at many courses in the local market has continued to
deteriorate, while some have stabilized. It is hoped that golf market stability will result from continued
market area growth, no expansion (and possibly contraction) of the golf course inventory, and the aging
population, where propensity to, and frequency of, play are positively correlated with age. Projections
of market improvement should be cautiously viewed as similar projected improvement in recent years
has been unfulfilled. Clearly, the poor economic environment during the 2008-2012 period has played
a part in thwarting previously predicted market gains.
> The typical pattern of play at the higher quality public golf courses in Ventura County historically has

been primarily local play on weekdays with more non-local - primarily northwest Los Angeles County
golfers - play on weekends.
• Ventura County residents generally play at lower greens fees levels on municipal and many daily fee golf
courses within the County while non-locals support higher fees. The greens fees discount offered in
Ventura County and northwest Los Angeles County residents and loyalty club members varies widely
from no discount to 45%, averaging approximately 20% on weekdays and slightly more on weekends.
Ventura City residents receive an $11 (28%) discount on greens fees at Buenaventura and $t6~ 17
(27%-34%) discount at Olivas Links, while County residents enjoy a $5-$7 (10%-17%) discount at

. Buenaventura and $8-9 (13%-18%) discount at Olivas Links. By comparison, loyalty club members
receive a $6-7 (12%-17%) discount at the City's RiverRidge course (no discount is offered to City or
County residents).
• Over the past five years, posted greens fees have generally increased modestly, at or slightly below the
Consumer Price Index (CPI) rate.
, Numerous specials and other discounts have increased in importance in recent years, primarily related
to weekday play. Increasingly, player clubs and other loyalty programs have been offered which feature
discounted greens fees.
• As a result, the average greens/cart fee has remained about the same, or declined slightly, at most
courses between 2005 and 2016.
> There is strong competition for golf play during weekdays, while weekend play is slightly less

competitive.
• Use of golf carts at most courses is optional, with utilization ranging from about 50% to 90% depending
on the terrain, course distance and layout, and profile of golfer. Cart fees per player for 18 holes
generally are in the $15-$16 range.
• Senior rates are offered at many, but not all, courses. In particular, courses which offer loyalty programs
or resident discounts often do not have senior rates.
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~

Annual play at courses in the Ventura County region also ranges widely depending on the quality of the
golf experience, rate structure, strength of market, and other such factors. Rounds at surveyed
courses range from 30,000 to about 65,000 rounds per year, with most mid-market courses generating
40,000-60,000 rounds per year, and higher end daily fee courses accommodating 35,000-45,000
rounds per 18-hole course annually.
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Residents/County Residents.
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Golf Market Outlook
Performance of public access golf courses in the regional market has been mixed over the past 3-5 years,
ranging from continued deterioration in rounds and revenue to essentially flat results. Despite earlier expectations that the market would stabilize or produce slight improvement, there has not been noticeable improvement in the public golf market over the past five years, and the regionalpubiic golf market is likely to remain
sluggish in the near-term as the market works to absorb the new supply. However, with no new golf course
development, the possible contraction of the existing supply of courses, and continued population growth
and maturity, it is anticipated that market area demand will remain stable over the foreseeable term. Again,
much of this stability will result from the aging population trends shown above (60-7 4 age cohort), where the
propensity to, and frequency of, play increase compared to younger age cohorts.
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V. Capital Improvements
Buenaventura Golf Course underwent a major renovation in 2004-2005 and Olivas Links a complete redesign
and renovation in 2006-2007 at a combined cost of approximately $16.6 million ($10.28 million at Olivas Links
and $6.34 million at Buenaventura). A series of other relatively modest improvements have been completed
at Buenaventura and Olivas Links over the past several years. The renovation projects and subsequent capital improvements have resulted in a substantially improved golf course and golfer experience at both complexes. Significant repairs totaling in the range of $500,000 have/will be incurred in FY2017 at Buenaventura
in response to the flood damage incurred in February 2017.

BuEH'ic:n,entura
In FY2012 and FY2013, several projects including cart paths, installation of an irrigation water treatment system and turf replacement with paspalum turf grass were completed. Buenaventura now has no significant
remaining improvements, although eventually attention to the pro shop and snack bar structures, as well as
the renovation/replacement of the Wedgewood Inn Banquet Center, will be required. In the mid- to long-term,
cosmetic improvements to the pro shop and snack bar structures are estimated at $150,000-$300,000 (constant 2017 dollars), including replacement of snack bar furniture, .fixtures and equipment (FF&E).

Olivas links
Since the major renovation of Olivas Links was completed in 2007, only limited improvements have occurred.
Installation of an irrigation water treatment system and upgrading the electrical energy infrastructure to a permanent condition, along with construction of artificial turf tees with a concrete pad at the Olivas Links practice
range, were completed in FY2013. Additional improvements to the driving range "landing area" with the installation synthetic turf target greens were completed in FY2014. In general, the golf course is in very good
condition and does not require any significant improvements in the foreseeable term.
Construction of a permanent cart storage structure to house the fleet of 80 carts is required at Olivas Links to
ensure carts are maintained in good condition and remain serviceable for their normal life span. While it is
often most desirable from a convenience standpoint to incorporate cart storage with the clubhouse, this option tends to be much more costly than construction of a freestanding structure. A building with about 5,000
square feet is required to accommodate 80 carts. The turnkey cost of a freestanding metal "butler type"
building, most likely located near the existing maintenance facility, is estimated in the range of $300,000 to
$350,000 ($60-$70 per square foot), while more elaborate cart storage incorporated into a clubhouse would
cost in the range of $500,000 ($100 per square foot). The benefit of a new cart storage facility would be the
extension of the service life of the carts--perhaps extending the life of the carts one year, which translates into
average annual savings of about $15,000 per year.
The single largest future capital improvement project at Olivas Links is development of a permanent clubhouse facility. Olivas Links currently operates out of a small, temporary modular clubhouse which offers mini-
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mal food and beverage service, a condition which will have to be addressed at some time going forward.
There are various clubhouse improvements which could be constructed ranging from a facility with limited
indoor food preparation capability and outdoor patio seating to a full service clubhouse with extensive indoor
food service, including special event seating for up to 200-250 attendees. For purposes of analysis, three
clubhouse scenarios have been defined:
.- Small perrnanent clubhouse structure (wood frame or masonry) of approximately 5,000 square feet,
housing a 1,400 square foot pro shop, bar/grill seating for 60, kitchen, small administrative offices,
restrooms, and storage. An outdoor patio deck would supplement food and beverage seating.
Estimated Cost: $2.0 million.
; Mid-size permanent clubhouse structure similar to the first option, but with a larger food and beverage
component seating for 120. The structure would be on the order of 7,000 square feet, and could host
small groups. Estimated Cost: $3.0 million.
• A full service clubhouse with bar/grill seating for 120 and a dedicated special events/banquet room with
seating for 200-250. The structure would be on the order of 12,000 square feet. Estimated Cost:
$5.0million.
The impact of an improved clubhouse facility would consist of both higher direct merchandise and food and
beverage revenues, and, more importantly, potentially higher levels of play. Higher play levels would derive
from a better overall golfer experience and the ability to host more group/outing play. For the first two options
noted above, the use of a permanent or temporary ''tent" structure may augment the clubhouse facilities constructed rather than a permanent structure included in the third option.
While the positive impact of an improved clubhouse at Olivas Links is fairly certain, the magnitude of the impact is somewhat speculative.
The direct economic impact of the clubhouse improvements at Olivas Links is estimated in Table V-1 :
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$1.50

$2.00

$2.40

$4,011
$25,000

$2.50

$2.50

I

$5.00

$5.00

I

S~75.ooo

!

$800.ooci

!

Food & Beverage
Total
Cost of Sales
Merchandise

The incremental increase in net operating income from enhanced merchandise and food and beverage activities resulting from an improved clubhouse is projected to range from $20,000-$200,000 per year relative to
·the baseline temporary clubhouse. This incremental direct net operating income would support about onethird the cost of a new facility. To fully amortize the improvement cost of a new clubhouse facility would require additional net income derived from higher levels of play/fees. For example, for a full service clubhouse,
at an average greens/cart fee of $35.00, an additional 5,500 rounds would be required to fully justify the improvement cost, which appears unlikely.
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There is not sufficient funding now, nor likely in the foreseeable term, to fund permanent cart .storage or a new
clubhouse at Olivas Links until the course debt is fully amortized. In the near- and mid-term, tournaments
could be accommodated through use of a tent structure if necessary. Typically, these tournament venue tent
structures have a positive cost-benefit outcome. In the long term, a clubhouse strategy needs to be developed which addresses both of the City's golf courses. The economic life of the Wedgewood Inn banquet facility appears limited, and it is not necessary to provide banquet facilities at both courses. Thus, construction
of a "golfer clubhouse", not unlike what is being proposed at Olivas Links in this analysis, at one facility, supplemented by a tournament tent structure, and a larger facility capable of accommodating indoor special
events at the other course, appears to be prudent. Whether the larger facility is constructed at Olivas Links or
at Buenaventura can be debated as there are advantages and disadvantages to each. However, a clear longterm strategy/plan should be prepared such that the impact of any capital improvement funds is maximized.
Food and beverage operations at public golf courses is either provided by the same entity managing golf operations or by a third party concessionaire. Most golf course managers report the significant advantage related to having all operating elements under the control of one manager, which ensures the consistency of the
golfer experience and the overall efficiency of operations, rather than multiple operators. Nonetheless, many
public golf courses continue to retain a separate concessionaire for the food and beverage function, citing the
specialization of food and beverage operations.
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VI.
The following section contains 5-year projections of financial performance at Buenaventura and Olivas Links,
reflecting no significant capital improvements at each course, existing clubhouse facilities, and stability in golf
market conditions.

Both golf courses, given their current support facilities, are operating at a relatively high level within a very
competitive golf market. Clearly, the mild weather experienced prior to winter 2017 benefited the economic
performance at both Olivas Links and Buenaventura, resulting in play levels of 2,000 to 3,000 rounds higher
than would have been achieved under normal weather. For the most part, opportunities for improving
revenue performance will require contributions toward capital improvements, primarily support facilities.
Priority would be given to those improvements which produce the greatest incremental net income relative to
their capital cost, or are deemed to be necessary for safety purposes.
Olivas Links

Cart Storage--The impact of permanent cart storage would be improved condition of the golf carts, and
potential extension of the life of the carts. Extending the life of the carts by 12 months translates into savings
of about $15,000 per year. Better overall condition of the rental carts would enhance the golfer experience,
which should benefit play levels to some degree.
Tournaments/Outings--Olivas Links currently generates about 4, 100 tournament/outings rounds annually,
equal to approximately 7% of total play. With a full service clubhouse, the course would be expected to
generate an additional 1,500-2,000 rounds per year. With a more modest size clubhouse (or use of Olivas
Adobe), or facilities to accommodate groups such as a permanent tent-type structure, another 1,000-1,500
rounds in tournament/outing play would be expected. Part of the improved revenue related to the additional
tournament play and food and beverage income would be offset by direct costs and additional tournament
coordination costs.

Buenaventura
The completion of turf grass remediation and cart paths at Buenaventura has had a positive impact on
greens/cart revenue by improving the course condition and allowing the use of carts during inclement weather
peripds. There do not appear to be any additional areas where Buenaventura can materially enhance operating revenues. Improvements to the existing clubhouse (pro shop and snack bar) would have marginal impact
on merchandise and food and beverage revenues, and the impact of an embellished clubhouse would not
significantly benefit play levels due to the more localized draw of the course and its unique positioning.
The City could elect to assume operation of the Wedgewood Inn banquet facility and the Buenaventura snack
bar upon its lease expiration at the end of 2017. Clearly, this would boost revenues, with offsetting operating
expenses for the new operation. This issue is discussed more fully in the following section.
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California Minimum Wage

Projected expenses are based on the 2017 expenses, with the effects of the California Minimum Wage Law
reflected in the projections. The minimum wage in California is established as follows:

~ear

Minirrn.tm Fl<>url~ Wage

2016

$10.00

2017

10.50

2018

11.00

2019

12:00

2020

13.00

2021

14.00

2022

15.00

Over the 2016-2022 period, the California minimum wage is scheduled to increase at an average annual rate
of 6.99 percent. Many of the golf course employees (maintenance, pro shop and food and beverage) earn at
or somewhat above the minimum wage and thus will be affected by the scheduled increases in the minimum
wage. For projection purposes, payroll and benefits for maintenance, golf operations and food and beverage
are increased at an average annual rate of 5.0 percent over the projection period, 300 basis points above the
2.0 percent average annual general inflation rate assumed in the analysis.

Net operating income projections for Buenaventura and Olivas Links are presented below. The Buenaventura
projections are based on no additional improvements. The Olivas Links projections assume continued use of
the temporary clubhouse, access to the outdoor areas at the Olivas Adobe (or a tournament tent venue), and
conti_nued current golf cart storage. All values shown below are expressed in constant 2017 dollars.

Revenues
Reflecting the capital improvements discussed along with the revenue enhancement measures, stabilized
revenue, expressed in constant 2017 dollars, is based on the following factors (note that actual FY2016 play
levels were positively affected by favorable weather conditions):
Annual Play

Buenaventura

Olivas Links

Actual 2016

60,780

60,555

Projected

60,000

60,000
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Greens Fees/Qac Res·

Buenaventura

Qlivas Links

Actual 2016

$25.92/round

$29. 70/round

Projected

$26.00/round

$30.00/round

Cart Fees

Buenaventura

Qlivas Links

Actual 2016

$6.33/round

$6.36/round

Projected

$6.50/round

$6.50/round

Merchandise

Buenaventura

Qlivaslinks

Actual 2016

$1 .23/round

$1.24/round

Projected

$1 .25/round

$1.25/round

Practice Range

Buenaventura

Qlivas Links

Actual 2016

$4.05/round

Projected

Food & Beverage

. $4.00/round

Buenaventura

Olivas Links

Actual 2016

$2.48/round

Projected

$2.50/round

MiSQellanegus

Buenaventura

Qlivas Links

Actual 2016

$40,000/year

$37 ,000/year

Projected

$40,000/year

$40,000/year

Buenaventura

Olivas Links

Actual 2016

61%

65%

Projected

65%

65%

Cost of Sales
Decartment
Merchandise

Food & Beverage
Actual 2016

42%

Projected

40%
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Operation & Maint. Expenses
Actual 2016

$1 ,252,000/year

$1,758,500/year

Projected

$1,435,000/year

$1,880,000/year

Based on these estimates and factors, net operating income for the 5-year projection period is presented in
Table Vl-1 and Table Vl-2 for Buenaventura and Olivas Links, respectively. The projected expenses for each
course exclude allowances for maintenance equipment leasing/replacement, golf cart leasing, and a golf
course capital improvement reserve (these items are included as City expenses). Income from the
Wedgewood/Buenaventura snack bar is not included in the projections, and expenses related to leasing
modular buildings at Olivas Links are omitted (also included as City expenses). The projections are based on
an underlying 2.0 percent average annual inflation assumption. It should be noted that the projections reflect
implementation of the California Minimum Wage law.
Projections for Buenaventura show operations are expected to stabilize at 60,000 rounds annually. Net
operating income at the course level is projected just under $650,000 annually. Similarly, projections for
Olivas Links show net operating income at the course level stable throughout the projection period at just
under $800,000 per year. Play levels are held constant at the 60,000 annual round level.
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TableVI-1
PROFORMA FINANCIAL ANALYSIS
Buenaventura Golf Course
(In Current SOOOs)

Annual Rounds
REVENUE
Greens Fees
Cart Fees
Driving Range
Pro Shop Merchandise
Food & Beverage
Miscellaneous
Gross Revenue
Less: Cost of Sales
Pro Shop Merchandise
Food & Beverage
Subtotal Cost of Sales
TOTAL REVENUE
OPERATING EXPENSES
Course Maintenance
Salaries & Benefits
Water & Utilities
Services & Supplies
Maintenance Equip. Lease
Subtotal Course Maintenance
Golf Operations
Pro Shop Staff
Cart Lease
Outside Servics
Driving Range
Services & Supplies
Subtotal Golf Operations
Food & Beverage
Clubhouse Undistributed/Utilities
General & Administrative
Salaries & Benefits
Insurance
Property Taxes
Other Services/Supplies
Advertising & Promotion
Base Management Fee
Subtotal G&A
Capital Replacement Reserve
TOTAL EXPENSES
NET OPERATING INCOME

I
2018
60,000

I
2019
60,000

Year
I
2020
60,000

I
2021
60,000

2022
60,000

Total

$1,591
398
0
77
$0
41
$2,106

$1,623
406
0
78
$0
42
$2,148

$1,655
414
0
80
$0
42
$2,191

$1,689
422
0
81
$0
43
$2,235

$1,722
431
0
83
$0
44
$2,280

$8,281
2,070
0
398
$0
212
$10,961

$50
0
$50
$2,057

$51
0
$51
$2,098

$52
0
$52
$2,140 ·

$53
0
$53
$2,182

$54
0
$54
$2,226

$259
0
$259
$10,702

$326
102
255
0
$683

$342
104
260
0
$706

$359
106
265
0
$730

$377
108
271
0
$756

$384
llO
276
0
$771

$1,787
531
1,327
0
$3,645

$168
O·
105
0
10
$283
$0
$66

$176
0
llO
0
10
$297
$0
$68

$185
0
ll6
0
ll
$312
$0
$69

$194
0
122
0
ll
$327
$0
$70

$198
0
124
0
ll
$333
$0
$72

$922
0
577
0
53
$1,552
$0
$345

$130
16
0
125
31
83
$385
$0
$1,456
$642

$133
16
0
127
32
85
$393
$0
$1,504
$636

$135
16
0
130
32
87
$400
$0
$1,553
$629

$138
17
0
132
33
88
$409
$0
$1,584
$642

$664
80
0
637
159
425
$1,964
$0
$7,506
$3 196

$128
15
0
122
31
82
· $377
$0
$1,409
$647

Source: Pro FormaAdvisors, LLC
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TableVI-2
PROFORMA FINANCIAL ANALYSIS
Olivas Links
(In Current $000s)
Year
Annual Rounds
REVENUE
Greens Fees
Cart Fees
Driving Range
Pro Shop Merchandise
Food & Beverage
Miscellaneous
Gross Revenue
Less: Cost of Sales
Pro Shop Merchandise
Food & Beverage
Subtotal Cost of Sales
TOTAL REVENUE
OPERATING EXPENSES
Course Maintenance
Salaries & Benefits
Water & Utilities
Services & Supplies
· Maintenance Equip. Lease
Subtotal Course Maintenance
Golf Operations
.Pro Shop Staff
Cart Lease
Outside Servics
Driving Range
Services & Supplies
Subtotal Golf Operations
Food & Beverage
Clubhouse Undistributed/Utilities
General & Administrative
Salaries & Benefits
Insurance
Property Taxes
Other Services/Supplies
Advertising & Promotion
Base Management Fee
Subtotal G&A
Capital Replacement Reserve
TOTAL EXPENSES
NET OPERATING INCOME

2018
I
60,000

2019
I
60,000

2020
I
60,000

2021
I
60,000

$1,836
398
245
77
$153
41
$2,749

$1,873
406
250
78
$156
42
$2,804

$1,910
414
255
80
$159
42
$2,860

$1,948
422
260
81
$162
43
$2,917

$1,987
431
265
83
$166
44
$2,975

$9,555
2,070
1,274
398
$796
212
$14,305

$50
$61
$111
$2,638

$51
$62
$113
$2,691

$52
$64
$115
$2,745

$53
$65
$118
$2,799

$54
$66
$120
$2,855

$259
$318
$577
$13,728

$499
133
281
0
$912

$524
135
286
0
$945

$550
138
292
0
$980

$577
141
298
0
$1,016

$589
144
304
0
$1,036

$2,739
690
1,460
0
$4,888

$189
0
105
26
10
$330
$68
$56

$198
0
110
26
10
$345
$72
$57

$208
0
116
27
11
$361
$75
$58

$219
0
122
27
11
$378
$79
$60

$223
0
124
28
11
$386
$81
$61

$1,038
0
577
133
53
$1,800
$375
$292

$153
15
0
138
87
82
$474
$0
$1,840
$798

$156
16
0
140
88
83
$484
$0
$1,903
$788

$159
16
0
143
90
85
$493
$0
$1,968
$777

$162
16
0
146
92
87
$503
$0
$2,036
$764

$166
17
0
149
94
88
$513
$0
$2,077
$779

$796
80
0
717
451
425
$2,468
$0
$9,823
$3 905

2022
60,000

Total

Source: Pro Forma Advisors, LLC

Pro Forma Advisors, LLC

Page61

PFAID: 10-992

71

:.t:I Pro Forma
-

Advisors LLC

Citywide Administ.rative Overhead/Allocations
The City of Ventura allocates administrative overhead to the golf course to reflect administrative support
services such as legal, human relations, finance, and the like. This is a common practice among
municipalities, with the allocations typically based on average costs relative to the department budget or other
allocation base. Other cash flow items include the equipment rentals (modular buildings, maintenance
equipment, and golf carts), the City's asset charge (land lease), insurance allowance, and debt service. In
FY2017, the following charges were assessed against the golf course operations:

City Administrative Salaries & Benefits

$224,000

Equipment Rentals
$140,000

Golf Carts
Maintenance Equipment

75,000

Modular Buildings

44,500

Subtotal

259,500

Internal Services-Administration

280,000

Insurance/Other Internal Services

160,000

Asset Charge

215,000
1,114,000

Debt Service
Total

$2,252,500

Several of the items are directly linked to golf course operation (equipment rentals, insurance, and debt
service) while others are overhead allocations (administrative salaries, internal administrative services, City
asset charge). The overhead allocations total about $720,000 annually. Of this total amount, the overhead
services provided by City staff/support departments such as finance, legal, human resources, and the like,
account for on the order of $400,000-$500,000 per year, most of which would not be reduced if the golf
courses were eliminated from the City's purview, but would rather be allocated to other departments or
activities within the City.
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Based on the recent refinancing of golf course related debt, annual debt service is scheduled to decline over
the next several years:
Fiscal¥ear

J\nnuat e>ut Service

(~I
2015

$1,114

2016

1, 111

2017

1,103

2018

485

2019

498

2020

488

2021

482

2022

482

2023

482

Combining course level net operating income with Citywide overhead and allocated costs, net operating
income is projected over the 2018-2022 period as follows:
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Table \tt·S: lrojeetecl <»~ Golf C>peratiens Net lnt<>me ~ }
~etlilal

ft:'l20171f

lm¥'201B

lm¥'2019

lm¥'2020

lm¥'2021

lmY'.2022

!ZOU,
Source of Funds

Course Level NOi

$1,529

11

$1,509

$1,537

Projected based on actuals for 10 months and budgets for 2 months.

With the scheduled decline in debt service, the net subsidy is projected to decline from its current 2016 level
of $548,000 to the $200,000-$300,000 level over the next five years. Note that an increased allowance for
equipment leases (carts and maintenance equipment), and a capital improvements replacement reserve are
included for the projection period.
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VII. Other Issues
A series of other related issues is presented in the following section, including Wedgewood Inn banquet center potentials, integration of the Olivas Adobe with the Olivas Links Golf Course operation, an estimate of the
market value of the golf courses, and potential conversion of the Buenaventura Golf Course to an alternative
higher and better use.

Wedgewood Inn
A 10-year agreement between the City and John W. Zaruka was originally negotiated in 1986 for the lease
and operation of the food and beverage facilities at Buenaventura including the golf course snack bar and the
Wedgewood Inn banquet center. The original agreement has been amended numerous times and will expire
at the end of 2017. At one point, the lessee's rent was equal to 6 percent of gross revenue, yielding about
$100,000 per year in rent, but now is a fixed annual amount of $116,000. The City is responsible for exterior
maintenance, with most utilities and interior maintenance the responsibility of the lessee. During recent years,
annual gross revenue is estimated in the range of $1.5 million.
The lessee reports that the basic building infrastructure is satisfactory, but there clearly are significant
cosmetic improvements required for the facility to remain competitive in the marketplace. Such improvements
are estimated in the $300,000-$400,000 range.
Upon expiration of the current lease agreement, there are two basic options available to the City. The City
may continue with a long term lease agreement, recognizing that the City likely will have to conduct a request
for proposal process. Under this option, the lessee would invest in facility renovation costs, paying the City
rent equal to 6-8 percent of gross revenue. With the renovations, gross revenue is expected to remain in the
$1.5 million range.
The second option is to incorporate the Wedgewood Inn operation with the Buenaventura Golf Course
operation under the management agreement. There are clear advantages to this approach, mostly the
degree of control which should positively affect the overall experience at Buenaventura, and potentially some
economies achieved in the management of the facility. This City would be required to fund the renovation. It
is not clear whether the net income generated under this approach would equal the potential rental income
under a lease arrangement, but it is unlikely that such net income would substantially exceed the rent.

Olivas Adobe
Olivas Adobe, located immediately east of the existing Olivas Links pro shop, is an adobe home built in 1841
by Raymundo Olivas. The Adobe is the only Monterey-style building of the rancho-era remaining in Ventura
County and is registered on the California Historical Landmark and National Register of Historic Places. The
complex is comprised of the two-level home, a second structure housing administrative offices and a gift
shop, an open outdoor courtyard, and a fountain/garden area. The Adobe is open to the public as a visitor
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attraction, and is available for special events/social gatherings, but has no affiliation with the golf course, despite its close proximity.
The Olivas Adobe operates as a profit/cost center within the City, generating revenues from Historic
Programs/visitor attendance fees and special programs such as Music Under the Stars. In FY2016, the Olivas Adobe's operating performance is summarized as follows:

There may be potential advantages of integrating the Olivas Adobe with the golf operation in terms of efficiencies in operation and facility use. While the Adobe house is not functional in serving the golf course needs,
the gift shop structure, which measures approximately 2, 100 square feet, and the courtyard and fountain areas may partially satisfy golf course clubhouse needs. Moreover, there would appear to be some operational
efficiencies of jointly operating the Adobe and golf course.
Given the size of the Adobe gift shop, it could be used to accommodate the pro shop and some administrative space, but is not large enough to also house a snack bar/grill operation. As such, a separate facility for
the food and beverage function would be required, most likely in the vicinity of the existing modular structures.
It is estimated that utilizing the Adobe's outdoor courtyard/fountain areas, food and beverage special event
revenue in the range of $250,000 per year would be generated, yielding a net contribution of about $50,000.
Facility grounds expenses and programming at the Adobe could be reduced somewhat under operation by
the golf course, and traditional Adobe programming revenues would remain unchanged. Hence, it would.be
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appear that net operating income could be improved by about $75,000 per year by transferring operation to
the golf operator. Furthermore, the golf course may be able to capture a few tournament events with the
availability of the Adobe which otherwise would not be hosted, generating some additional greens fees/cart
revenue.
Even if the Adobe is transferred to the golf operator, a permanent snack bar/grill structure, with restrooms,
would have to be constructed, probably with at least 3,500 square feet. The marginal cost of adding the pro
shop and some administrative offices to a new structure is relatively small, so that the benefit of moving the
pro shop to the Adobe is marginal. The added distance between the Adobe and the first tee, particularly for
walking golfers, also needs to be considered. All in all, it does not appear to be adva,ntageous to utilize the
Adobe for the golf pro shop, but it would be beneficial to make the outdoor areas of the Adobe available for
golf course special events. This most likely would require installing some type of "warming" kitchen and related facilities to service the special events.

Golf Course Market Value
The value of a golf course generally is based on the income producing potential of the operation. An indication of the market value of the two courses is provided by capitalizing the projected stable year net operating
income (earnings before interest, t8)(es, depreciation and amortization--EBITDA), with appropriate adjustments, at a market-based direct capitalization rate. Applying a 9% capitalization rate to projected EBITDA
yields the following:

Pro Forma Advisors, LLC

Page67

PFAID: 10-992

77

~ ProForma
-

11 Based

+_
,,

Advisors LLC

n,

1n"'1,---

\...Ji.I

f-1

,V

Ii,,c-,1·
~ '--..>

j~
~'
?-.l '-

!UU\__,VU

on year 2 of projection period.

21 Includes

allowances for cart lease, maintenance equipment lease/replacement reserve,

and capital improvement replacement reserve.
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Buenaventura Reuse Potential
The concept of closing all or a portion of Buenaventura Golf Course has been postured on occasion, although
a detailed assessment of the feasibility of pursuing such a conversion has not been conducted. The following discussion highlights a series of issues pertaining to the economic feasibility of converting the golf course
property to a higher and better use.
New FEMA .flood maps (January 2010) prepared for the area which includes the golf course show that approximately one-half of the golf course land (property on the south side of the course paralleling the Santa
Clara River) lies within a designated "floodway" which effectively restricts development of this portion of the
golf course property to open space/recreational use. The remaining one-half of the property (northern portion
abutting Olivas Park Drive) lies within the 100-year flood plain, and could be developed with appropriate flood
control improvements. Such improvements would either involve elevating the property with fill or constructing
a levee on the southern part of the property, just north of the designated floodway delineation. As the most
recent FEMA flood maps require raising the subject property two to three times higher than previous requirements, the cost of constructing a levee, at an estimated $7 million, is deemed to be a more cost-effective
means of protecting the property. Note that the levee would protect all of the undeveloped land lying north of
Olivas Park Drive.
Utilizing the existing clubhouse, other support facilities at Buenaventura, and existing golf holes (most of which
are in the floodway) necessary to create a workable 9-hole regulation length routing plan, about 40 acres of
potential upland property would be created for commercial/business park development or public use. Business park uses similar to Olivas Business Center on the north side of Olivas Park Drive support bulk land values of approximately $200,000 per acre (based on finished pads at $8-$1 O per square foot of pad area), assuming full entitlements and the basic flood control improvements are in-place. Thus on a bulk sale basis, a
40-acre parcel would be valued in the range of $8 million; The allocated cost of flood control improvements
such as a levee, if any, have not been deducted from this estimated value.
From the City's perspective, the value of a 9-hole golf course operation versus the current 18-hole configuration is estimated in Table Vll-2. As indicated, reducing the golf course from 18 to 9 holes results in a substantial decrease in net operating income. Revenues are reduced by about one-half, while operating expenses,
many which have a large fixed component, are reduced by only 35 percent. Thus, net operating income as a
9-hole layout is reduced by nearly 75 percent from the existing 18-hole golf operation.
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Based on the income estimates, and assuming continued use as a golf course, the value of Buenaventura in
its current 18-hole configuration and as a scaled-down 9-hole course within the floodway is estimated below.
The value differs from the market value of the facility in the open market due to exemption from property taxes
and other adjustments. Rather, the value estimates relate to the City of Ventura, and are based on a lower
capitalization rate (lower cost of public capital).

The value of the bulk land ($8 million) and new 9-hole regulation length golf course ($2, 160,000) is estimated
at approximately $10.2 million. Deducting the cost of the flood protection (levee) improvements, estimated ~t
$7 million or more, yields a net value of about $3 million. This net value compares with the $8.0 million value
of the existing 18-hole Buenaventura course.
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Exploration of Alternative Uses
The following six options were analyzed for alternative golf course use:
1.

Maintain the status quo, continue to contribute approximately
$400,000 per year from the General Fund, which is the approximate
amount of the debt payment schedule, until FY 2026. Beginning in FY
2027, the debt repayment schedule will increase to $2,100,000 per
year, requiring additional City contribution. In 2033, the bonds will
be paid, which will eliminate the General Fund contribution.
GOLF ENTERPRISE FUND 53
Statement of Cash Flows
OPTION #1
TOTAL REVENUE

Budget 2017-18
: uenaventura

Olivas

Combined

2,125,317

2,621,670

4,746,987

1,679,101

2, 154, 771

3,833,872

City Staff Salaries & Benefits

112,764

112, 764

225,528

Land Lease

107,500

107,500

215,000

1,899,365

2,375,035

4,274,400

Total Direct Operating Income (Lo

225,952

246,635

472,587

Debt Service Payments

169,000

316,024

485,024

Internal Services

198, 781

198, 782

397,563

367,781

514,806

882,587

(141,829)

(268,171)

(410,000)

Operational Services - Kemper Sp

OPERATING EXPENSES

Total Indirect Expenses
Net Cash Flows

85

2.

Close Buenaventura golf course, which would necessitate minimal
maintenance costs to manage the approximately 100 acres. Bond
repayments would still be required. The City will lose the operating
profit from the Buenaventura golf course.

GOLF ENTERPRISE FUND 53
Statement of Cash Flows
Olivas
TOTAL REVENUE
Operational Services - Kemper Sp

Combined

Close

New

Bue nave ntu ra

Golf Total

2,125,317

2,621,670

4,746,987

(2,125,317)

2,621,670

1,679,101

2,154,771

3,833,872

(1,679,101)

2,154,771

City Staff Salaries & Benefits

112,764

112,764

225,528

(112,764)

112,764

Land Lease

107,500

107,500

215,000

(107,500)

107,500
2,375,035

OPERATING EXPENSES

1,899,365

2,375,035

4,274,400

(1,899,365)

Total Direct Operating Income (Lo

225,952

246,635

472,587

(225,952)

246,635

Debt Service Payments

169,000

316,024

485,024

(169,000)

316,024

Internal Services

198,781

198,782

397,563

(198,781)

198,782

Total Indirect Expenses

367,781

514,806

882,587

(367,781)

514,806

Net Cash Flows

(141,829)

(268,171)

(410,000)

141,829

(268,171)

Notes:
General fund will pick up 50% of City staff costs, as they will be reassigned.
General fund will lose 500/o land lease revenue.

$
$

Bond payments continue to be repaid.

112,764
107,500
169,000

Additional cost to the General Fund

$
$
$

588,045

NET EFFECT

$

(856,216)

General Fund will pick up 50% of the ISF costs.
Does not include maintenance costs

198,781
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3.

Convert Buenaventura golf course into 9 holes and explore other City
uses for the site which could be a combination of recreational and
non-recreational uses. Maintenance costs would still be incurred and
bond repayments would still be required.

GOLF ENTERPRISE FUND 53
Statement of Cash Flows
Olivas

Combined

9Holes

New

Buenaventura

Golf Total

2,125,317

2,621,670

4,746,987

(1,593,988)

3,152,999

1,679,101

2,154,771

3,833,872

(839,551)

2,994,322

City Staff Salaries & Benefits

112,764

112,764

225,528

(56,382)

169,146

Land Lease

107,500

107,500

215,000

(53,750)

161,250

1,899,365

2,375,035

4,274,400

(949,683)
(644,305)

3,324,718

Operational Services - Kemper Sp

Total Direct Operating Income (Lo

225,952

246,635

472,587

Debt Service Payments

169,000

316,024

485,024

Internal Services
Total Indirect Expenses
Net Cash Flows

(171,718)
485,024

198,781

198,782

397,563

(99,391)

298,173

367,781
(141,829)

514,806
(268,171)

882,587
(410,000)

(99,391)
(544,915)

783,197
(954,915)

Notes:

Additional cost to the General Fund

$
$
$
$
$
$
$

NET EFFECT (dependent on other potential City uses)

$ ( 1, 164,437)

General fund will pick up the balance of City staff costs, as they will be reassigned.
General fund will lose the balance of the land lease revenue.
Bond payments continue to be repaid.
General Fund will pick up the balance of the ISF costs.
No revenues or expenses anticipated from new endeavor
Potential impact of building a levee ~1.0 million

56,382
53,750
99,391

209,523

87

4.

Sell Buenaventura golf course.
a.
Keep the proceeds, and continue to make bond repayments, while
substituting another City asset as collateral for the bonds.
1.
If the proceeds are not used to pay off the bonds, they must be kept
in a separate fund to ensure they are used for public purposes.
b.
Pay off the bonds with the proceeds of the sale.
c.
The property is in a floodplain designation. Flood mitigation would be
required as a condition of development. Mitigation measures, such as the
construction of a levee, could cost several million dollars.

GOLF ENTERPRISE FUND 53
BUDGET 2017-18

Statement of Cash Flows
OPTION#4

: uenaventura

TOTAL REVENUE
Operational Services - Kemper Sp
City Staff Salaries & Benefits
Land Lease
OPERATING EXPENSES

Olivas

Combined

Sell

New

Buenaventura

GolfTotal

2,125,317

2,621,670

4,746,987

(2,125,317}

2,621,670

1,679,101

2, 154,771

3,833,872

(1,679,101)

2,154,771

225,528

(112,764)

112,764

112,764

112,764

107,500

107,500

215,000

(107,500)

107,500

1,899,365

2,375,035

4,274,400

(1,899,365)

2,375,035

Total Direct Operating Income (Lo

225,952

246,635

472,587

(225,952}

246,635

Debt Service Payments

169,000

316,024

485,024

(169,000)

316,024

Internal Services

198,781

198,782

397,563

(198,781)

198,782

Total Indirect Expenses

367,781

514,806

882,587

(367,781)

514,806

Net Cash Flows

(141,829)

(268,171)

(410,000)

141,829

(268,171}

Notes:

Additional cost to the General Fund

$
$
$
$
$

419,045

NET EFFECT

$

(687,216)

General fund will pick up 50% of City staff costs, as they will be reassigned .
General fund will lose 500A, land lease revenue.
Bond payments could be significantly reduced by applying proceeds from the sale .
General Fund will pick up 50% of the ISF costs.

112,764
107,500
198,781

Note: The market value of the Buenaventura Golf Course is approximately $4.1 million,
if sold for golf course use and the associated bond debt outstanding is approximately
$6.2 million.
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5.

Close both golf courses, which would necessitate maintenance costs
and bond payments would still be required with no revenue
expectations.

GOLF ENTERPRISE FUND 53
Statement of Cash Flows
Olivas

Operational Services - Kemper Sp
City Staff Salaries & Benefits
Land Lease
OPERATING EXPENSES

Combined

Close

New

Both Courses

Golf Total

2,125,317

2,621,670

4,746,987

(4,746,987)

1,679,101

2,154,771

3,833,872

(3,833,872)

112,764

112,764

225,528

(225,528)

107,500

107,500

215,000

(215,000)

1,899,365

2,375,035

4,274,400

(4,274,400)
(472,587)

Total Direct Operating Income (Lo

225,952

246,635

472,587

Debt Service Payments

169,000

316,024

485,024

(485,024)

Internal Services

198,781

198,782

397,563

(397,563)

Total Indirect Expenses
Net Cash Flows

367,781

514,806

882,587

(882,587)

(141,829)

(268,171)

(410,000)

410,000

-

Notes:
General fund will pick up 100% of City staff costs, as they will be reassigned.
General fund will lose 100% land lease revenue.
Bond debt must still be paid
General Fund will pick up 100% of the ISF costs.
Does not include maintenance costs
Additional cost to the General Fund

$
$
$
$
$
$

225,528
215,000
485,024
397,563
1,323,115

Note: the golf courses have a combined market value of $9.5 million, if used as golf
courses. The associated debt with interest is $17.7 million.
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6.

Treat the golf courses similar to all other recreational uses and
amenities.
It is not clear when the golf courses began to be treated as an enterprise fund but
at some point in time, the Golf Fund began being charged internal service and
overhead cost as well as a lease payment for the use of the land. The lease
payment is $215,000 and per year and the overhead costs are $400,000 per
year. It's unclear why the City chose to treat the golf course in this fashion, as it
is not consistent with how other recreational activities are treated. The Street
Lighting Assessment District (SLAD) is an example where the amount of funds
raised through the SLAD are not sufficient to fulfill their obligations and the
General Fund now subsidizes the SLAD Fund by approximately $500,000 per
year. However, since those funds have been budgeted on an annual basis, they
were never kept as an accrual or an accounts receivable from the SLAD Fund to
the General Fund. Similarly, none of our community centers, aquatic center,
sailing center, or sports fields are charged a lease payment for the use of the land
or facilities or a city overhead cost for any of the programs they support. If golf
was treated similar to other programs it would generate approximately
$428,000 in yearly revenue which could be re-invested in the courses or booked
to pay down the debt in later years.

GOLF ENTERPRISE FUND 53
Statement of Cash Flows

BUDGET 2017-18
uenaventura

TOTAL REVENUE
Operational Services - Kemper Sp

Olivas

Combined

2,125,317

2,621,670

4,746,987

Close

New

Both Courses

Golf Total
4,746,987

1,679,101

2,154,771

3,833,872

City Staff Salaries & Benefits

112,764

112,764

225,528

(225,528)

Land Lease

107,500

107,500

215,000

(215,000)

(440,528)
440,528

OPERATING EXPENSES

3,833,872

1,899,365

2,375,035

4,274,400

Total Direct Operating Income (Lo

225,952

246,635

472,587

Debt Service Payments

169,000

316,024

485,024

Internal Services

198,781

198,782

397,563

(397,563)

Total Indirect Expenses

367,781

514,806

882,587

(397,563)

485,024

Net Cash Flows

(141,829)

(268,171)

(410,000)

838,091

428,091

3,833,872
913,115
485,024

Notes:
General fund will pick up 100% of City staff costs, as they will be reassigned.

225,528

General fund will lose 100% land lease revenue.

215,000

Bond debt must still be paid
General Fund will pick up 100% of the ISF costs .

397,563

Additional cost to the General Fund

838,091

NET EFFECT

(410,000)

90

