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J. J. KEEGAN: GOLF INC. TOP 10 CONSULTANT

CREATE VALUE FOR GOLFERS
ON A F THAT THE ANANCIAL A GOLF COURSE.
* Golf strategist - 13 years including 7 months as GM operating golf course for client.

- 2016/17 Client Engagements

Municipalities - Cities of Albuquerque, Baltimore, Brookings, Enid, Gardner, Kent, Lexington, Minneapolis Park Board,
Round Rock, New Braunfels, South Bend, Spokane, Superior

Dally Fee - Arroyo Trabuco, Brookstone Meadows, Cutter Creek, Cypresswood, Eagles Bluff, Oconee Country Club,
silver Creek, Sun City, Summerlin, Timberline

Private Clubs - Craigowan, Eagle’s Bluff, Green Meadow, Ravenna

Resorts - Kokanee Springs, Prairie Club

. Webinar Series: 20 golf course management teams operating 60 golf courses through a strategic planning process
including: Baltimore, Bloomington, Brooklyn Park, Charlotte, Cedar Rapids, Columbus, Crystal Mountain Resort, Fort
Worth, Oak Creek/Pelican Hils, Pine Meadow, San Antonio, Virginia Beach, participated.

. CEO - Fainway Systems: Golf Management Software - 1989 to 2005 (450 golf courses, 7 countries)
. Memberships: GCSAA. Formerly member of NGF, NGCOA and CMAA.
. Speaker: NGCOA, NGCOA - Canada, Michigan Golf Course Owners, New England Golf Course Owners, Golf Course

Superintendents Association, NRPA, Golf Course Builders, PGA Sections including Wisconsin

. Professor: Clemson University, Keiser University - College of Golf, Holland College, Golf Academy, Professional Golfers
Career College, University of Incarnate Word

. Golf Magazine Panelist: Visited 4,000+ golf courses in 48 of the 203 countries, played 1,600+ of the world’s 34,011 courses

Education &Llcensmi BBA - TCU, MBA nlvevs\i of chmian CPA - Inactive, Caddie Scholar

The Business of Golf - Series
6,233 Copies Sold - 16 Countries - 15 Colleges’ PGM Programs
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Decisions to be Made
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What You Should Decide If Not Today, Very Shortly,
As Stewards of Public Resources

1. What is the Strategic Vision and the Financial Goals for the Golf Courses?

2. Should Any or All Golf Courses Close in Addition to Meadowbrook from December 1 to
February 15

3. Itis appropriate the golfers are able to get “double discounts” on green fees?

4. Should there be a minimum fee charged for 9 or 18 holes green fees irrespective of
the day of the week, time of the day, or rate category of the golfer?

5. What is the appropriate age to qualify for senior rates?
6. Should maintenance staff hours be increased by 20% to provide better course conditions?

7. Should the golf shop staff hours be reduced by 30% to be more consistent with national
benchmarks and appropriate levels of service for a municipal golf course?

8. Is now the time to retain an independent management company to change the culture of
management embedded in the City of Lexington Golf Operation?
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Depending How You Decide
You Can Reduce Golf Operating Deficit b




Viable Alternatives

Today’'s Game Plan

The Hurdles
Findings: Steps 1-7

The Starting Point Decision Time

The Research Process

Role of Government

Lack of Vision, Dysfunctional Management Culture, Entitled Customers

Produces this Financial Result
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What is the Role of Government?

To provide for citizens that
which private enterprise
would not undertake.

Important
(Parks, Library, Ball Fields)

Core
(Police, Fire, Utilities, Water)

Achieving That It is a Tough Task:
Self Interest vs. Enterprise Health

Golfers:

1in 6 Play Golf
Cheap Prices
Entitled Public:
Resource Consumptive
Why Support the
Recreational Leisure
of the Wealthiest
Group of
Constituents?

City Council:
Fiscally Responsible

Staff:

Capital Starved
Work Hours
Low Morale

What Is Your Vision: Should Golf Be Held to a Financial Standard
Or It is a Recreational Asset That Has Intangible Value that Should be Subsidized?
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Brand Properly ! Set Rates Corri( Allocate Expenses Appropriately
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The Opportunity that Exists

ety [Amount |

Revenue Green Fees (Rates, Seniors, Multi-Discounts, Veterans) $360,67
Inventory 74,143

Food and Beverage 10,809

Fxpenses Golf Shop Staffing 473,504
Maintenance Staffing -312,399

et Income  Opportunity Available $606,73

0207, Keegan:

The Research Process Implemented
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Technology Facilities Customers

Weather Financial Operations
Impact Metrics

Controllable

Technology Facilities Customers

Stare

Weather Financial Operations
Impact Metrics

Uncontrollable Controllable

02017, Keegane

‘ear Opened 1927 1989 1968 1968 195!
’I;:‘rj\ilfi:éeolsf :fx 15,204 golf courses) B e BE G G
lope Rating 131 131 132 N/A 12
OSAIC Attitudinal Behavior Index 10.17% 5.77% 9.37% 9.31% 9.42Y
olfers Per 18 (nationally average 2,200) 1,728 1,627 2,390 2,050 1,99
[Green Fee Carts/18 1,360,344 1225873 1,886,921 1,611,133 1,568,991
Merchandise and Food and Beverage/18 317,973 292,346 438,093 374,696 364,31
ikely Course Revenue / 18 Holes - All Courses 1,006,990 910,931 1,395,008 1,191,497  1,159,98
nnual Spending o711 930 973 969 o7
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Facts:
v Supply exceeds demand at all golf courses but Lakeside.
Recommendations:
Golf courses should be branded: Platinum, Gold, Silver, Bronze and Steel.
Kearney, Lakeside and Picadome represent core and only courses that can achieve profitability.

Meadowbrook serves as entry door to game and can be converted to 9 holes with range and miniature
golf activities upon acquiring land from school accounted for in the General Fund.

Closing Lakeside but has the highest upside financial potential if a proper irrigation system is installed for
$1.35 million.

Closing Tates Creek makes financial sense repurposing facility to continue to accommodate pool and
other community activities. It may be a politically unviable alternative.

2017, 3 Keegan+

Technology Facilities Customers

Start

Weather Financial Operations
Impact Metrics

Uncontrollable Controllable
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Golf Playable Days

Lexingtan, KY

240
235
230
225
220
215
210
205
200
195
190
185

GPFD

2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016
Year




Average Golf Playable Days by Month
Lexington, KY
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Facts:

The City of Lexington has a surprisingly limited golf season dominated by extremely
warm/humid summers and rain throughout the year.

Golf Courses are operating at 36% of capacity.

Recommendations:

Only 1 golf course should remain open during December 1 - February 14. Suggest Picadome as it
is centrally located.




Technology Facilities

Weather Financial Operations

Impact Metrics

Uncontrollable

Facts:
v" Massive Underutilization of Technology
Limited online reservations
— Limited email database (780 names vs. 30,000 in market)

— No customer spending history

Recommendations:

Customers

02017, 11 Keegane

v Develop extensive customer database by implementing Club Prophet Systems or Teesnap

¥ Email marketing to core customers bi-monthly essential centrally executed

Technology Facilities

Weather Financial Operations
Impact Metrics

Controllable

2017, 1 egan+

Customers

©2007, 1 Keegans
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The Deep Hole

- \dministrati m Lakeside Tates Creek

Revenue 882,698 667,092 129,517 563,760 544,543 2,787,61
Expenses 182,834 992,933 767,404 188,178 821,053 688,731  3,641,13
et Loss -182,834 -110,235 -100,312 -58,661 -257,293 -144,188 -853,52.

0207, Keegan:

Distribution of Play by Rate Category
A $1 Rack Rate Increase Nets only $0.60

Type Percentage of Play|

Rack Rate (18 Holes and 9 Holes on Weekends and Weekdays) 27.69%
Senior 26.70%
Loyalty 24.23%
Veterans 3.61%|
lOther Discounts/Off Peak/Leagues/9 Holes 17.77%
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The Rack Rate of Green Fee + Cart in US is $45.00
Net Effective Yield is $27.00
Pricing at Lakeside, Picadome and Tates Creek Amiss

ield Kearney Lakeside

7.0

Green Fee

Effective Yield

L o]
[ —]
Options Abound

Loyalty Sales

Seniors and Veterans

Maximum Reduction in Losses
Effective Realization Percentage

Possible Increase in Revenues

Meadowbrook |  Picadome Tates Creek

20.68 19.07
76.6% 70.6%

02017, Keegane

$124,416
285,870
$463,447
77.8%

$360,575

0207, Keegan:

Golf course Age  Link
[Boone's Trace Nati Club

What Are You Thinking?
Senior Rates Start at 50?

Additional Resource

[cherry Blossom 60jnttp://www.cherryblossomgolf.com/rates/ [Called Course

connemara p:

[5ay W. Brewer at Picadome

[Gibson Bay 60jnttp://www.gibsonbay.com/aboutus/rates/

olf Club at Bluegrass 55|Not on site. Presume same at Keene Run

[Griffin Gate

[Called Res. Center

d-sp |(E2 Links)

Houston Oaks 55http://www.houstonoaksgc.com/rates/

[Kearney Links

lLakeside

Meadowbrook

[Tates Creek
|University Club - Big Blue

fnttp:
[University Club - Wildcat 55jhttp://www.uclubkentucky.com/
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Golf Shop is Vastly Overstaffed
Cross Training of Positions Essential for Effective Labor Utilization

Note 1: Benchmark based on Alamo City Golf Trail eight facility’s 10-Week Average for Golf Shop and
Concessions during Peak Season (March — May 2017).

Note 2: Mecklenburg County, NC four facilities weekly labor average during peak season: 275 hours. From
November to February labor average for Golf Shop and Concessions average 115 hours.

Note 3: City of Lexington'’s golf shop weekly hours are for the entire year suggesting massive overstaffing is
occurring.

Fringe Benefits Paid is Part of the Culprit

Excessive ge
ase Salary |Fringe Benefits| tal Percentage Benchmarl Benefits Pail

Administration 115,377 41,222 156,599 35.73%  22.00% 15,839
Kearney 441,732 140,476 582,208  31.80%  22.00% 43,295
Lakeside 334,612 103,854 438,466  31.04%  22.00% 30,239
Meadowbrook 80,737 21,417 102,154  26.53%  22.00% 3,655
Picadome 412,572 115,985 528,558  28.11%  22.00% 25,219
Tates Creek 316,386 98,068 414,453 31.00%  22.00% 28,463

1,701,417 521,022 2,222,439 146,710
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Maintenance Department is Understaffed
Result is Poor Playing Conditions that Limits Rounds

Maintenance Weekly Industry % of Excess. Annual  Excess Lal
Hours Benchmark Labor Salary Costs

Facts

Accounting Practices not consistent with generally accepted for golf courses, i.e. department allocation
of revenues and expenses: administration, golf shop operation and maintenance.

Merchandise is expensed as purchased vs. Inventory created with proper cost of good sold measured.
Budgets are set centrally and haven’t been shared with staff in 15 years until June, 2017.

Green Fees rates are improperly set.

Senior age at 50 varies from five to 10 years lower than competitors.

Golfers can qualify for multiple discounts paying effectively $2 per round (veteran loyalty card holders) or
seniors can pay only $4.

Golf Shop is Overstaffed by $473,000. Maintenance Staff is Understaffed by >$312,
$146,710 paid in excessive fringe benefits.
Golf shops carry only Titleist mercl ise as Managers (3) are on Titleist staff.

Seasonal staff playing privilege policies not enforced with respect to hours works and playing only on
space available vs. reserved tee time basis.

Recommendations:
Budgets should be set by course staff and centrally approved
Golf Shop Staff Weekly Hours should be set at 275. Currently >500
Maintenance Staff Weekly Hours should be set at 250. Currently 2

Golf Shops should close 1 % hours before sunset.

Set Senior Age at 60 effective 1 12018

Set a Minimum Green Fee of $15 for 9 holes and $20 for holes

Green Fees should be set based on brand:

Kearney Platinum (5 Star)
Lakeside Silver (3 Star)
Meadowbrook Steel (1 Star)
Picadome Gold (4 Star)
Tates Creek Bronze (2 Star)

2017, Keegane
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Technology Facilities

Stare

Weather Financial Operations
Impact Metrics

Uncontrollable Controllable

That Requires Capital Reserves and Annual Investment

Course | Deferred Capital Expenditures | Annual Capital Reserve

Kearney 4,080,680 176,138
Lakeside 4,567,780 180,195
Meadowbrook 425,000 15,086
Picadome 2,451,180 97,013
Tates Creek 2,455,000 96,174
Total $13,979,640 $564,606

Facts:
v Deferred capital expenditures are mounting.
Annual capital reserves are not established.
v Significant tree and bunker work should be undertaken at Picadome.
Recommendations:

Closing courses would provide maintenance the opportunity to rebuild bunkers, trim trees to provide
proper playing corridors and grind the reels on equipmei

Weather Trends International 11 month forecasting can be licensed for $500 per year. Accuracy is 83%.
Will help determine proper scheduling of seasonal staff.

2017, Keegane
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Technology Facilities Customers

Start

Weather Financial Operations
Impact Metrics

Uncontrollable

Green Fee Rates Are Below National Averages
Sticker Shock Will Occur but Impacts Only 1 in 4 golfers

Course Actual Fair Market Fair Market Suggest Change
Total: Green Value Value Top Rate
Fee Cart Experience MOSAIC +
Demand/Supply
Adjusted
Kearney $45: 31/14 $56.10 47.08 $50: 36/14
Lakeside 35: 21/14 $55.20 60.38 $46: 30/14
Meadowbrook 12: 12/00 N/M N/M $18: 18/00
Picadome 37: 23/14 $56.10 52.07 $46: 32/14
Tates Creek 35: 21/15 $46.10 46.10 $42: 28/14

Facts:
Golf Courses are operating at 36% of capacity.

Customer service at Lakeside suspect. Service levels at other golf courses appropriate for fees
charged.

Pace of play policy implementation inconsistent at golf courses.
Clubhouses at Picadome and Lakeside are not conducive to tournament play and outings.

Practice facilities inadequate at Picadome

Golf Professionals are “Brand Ambassadors” with little daily responsibility.

The culture that exists is not conducive to a profitable golf course operation.

2017, Keegane




Recommendations:

The retention of a management company may be required to change the current culture at the golf
courses. The vast majority of the staff we believe is “trainable” and will be retained by management
company.

Likely management company fee of $150,000 plus incentives would result in massive reduction in golf

shop labor costs, enhancement of technology utilization, economics of scale in purchasing and
professional execution of improved golf experience.

2017, 3 Keegan+

Technology Facilities

Start

Weather Financial
Impact Metrics

Uncontrollable

0207, Keegans
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What is your interest level in golf?

Have no in > not play golf but  Occasional (Play less  Core (Play 8 to 24
sport will watch the sporton  than 8 rounds per  rounds per year)

Y% year)

What is your gender?

Female
20%

Male ™ Female

Age of Respondent
Average: 45.8

Upto17

Avid (Play more than
24 rounds per ye

©2017, 1 Keegant
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65 +

©2017, 1K
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What is your household income range?
Average $94,277

What best describes your race?
African-American Native American

2 1%

Hispanic American

1%

Caucasian

94%

African-American ™ Asian American M Caucasian

m Hispanic American ™ Native American Pacific Islander

What type golf experience do you believe the City
of Lexington should provide?

ppropriate  Mid-tier municipal golf experience ~ Championship golf experien

©2017, i Keegans
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for the

of playing golfers, leagues,  core golfer that would challenge the

nd tournaments. ability of all playe
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To what financial benchmark should the City of
Lexington's golf courses be held?
59.91% Believe the Course Should At Least Have
Positive Cash Flow

If the City of Lexington decided that the golf courses

were an unsustainable financial burden, which
alternative would you prefer they select?

Course
t 9 or more holes into Open Park / Natural Space / Other Community Activities

se the golf course(s) to

m Sell 9 or more hol r residential development

How Many Different Courses Do You Play?
Average 7.8

Haven't played
in the last 12
month

Course

More than 24

20



Barrier to Prevent You from Playing More

What is Important In Selecting One Course Over
Another

ou Recommend the Course?

©2017, i Keegans
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Best Price

©2017, i Keegans

Best Value

o217,k

Facts:
Golfers believe that the City should subsidize their recreational leisure.
To achieve fiscal solvency, they advise that a management company should be hired. Non
golfers believe that 9 or more holes should be converted to open park space or used for

other community activities.

Lexington’s golf play 7.8 different golf course per year. Time, not y, is the barrier to
increased play.

Course condition and pace of play are the criteria by which they select where to play

The “Reichheld” Loyalty Rating is very positive for Kearney Hills and very negative for all
other City golf courses.

Lexington’s golf course rate very high, in comparison to the competitors on price and value.

2017, Keegan+

22



Recommendations:

Subsidizing golf by providing low fees and inferior playing conditions should come to an end.

Do what is right with respect to fees: Public outcry will result in increased short-term losses
that are necessary to ensure for long-term financial solvency.

02017, Keegans

|
Your Call

Management Company Two Year Trial Subsidize Losses

— o~
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[ —]
The Opportunity that Exists

I

Revenue
Green Fees (Rates, Seniors, Multi-Discounts, Veterans) $360,679
Inventory 74,147
Food and Beverage 10,809
Fxpenses Golf Shop Staffing (more savings are easily achievable) 473,504
Maintenance Staffing (a good start but more labor is desirable) -312,399
et Income  Opportunity Available $606,73

02017, Keegane

The Master Told a Disciple:

“Listen to the words of the critic. He reveals what your
friends hide from you. But do not be weighed down by
what the critic says. No statue was ever erected to

honor a critic. Statues are for the criticized.” Anthony
De Mello
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What You Should Decide If Not Today, Very Shortly,
As Stewards of Public Resources

Determine Strategic Vision and Financial Goal for Golf Courses

. Authorize Golf Courses closing from December 1 to February 15 keeping only Picadome
open

Eliminate the ability to use a $5 loyalty card discount on Senior or Veterans Rates
Set the Senior Age at 60 to be effective 1/1/18

Implement New Green Fee Rates 1/1/18 setting minimum rate at $15 for 9 and $20 for 18
holes on the 18 hole golf courses

. Approve increase of maintenance staff by 20% representing 1 full-time worker at each
course.

Mandate decrease golf shop staff by 30%. Allocate reductions between full time and
seasonal workers.

Give Current Staff two years to reverse financial losses. If improvement not seen, issue RFP
for management company.

02017, Keegane

Got Any

J. J. Keegan, Managing Principal
4215 Morningstar Drive
Castle Rock, CO 80108

3-283-8880
6-4015
jkeegan.golf
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