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General Limiting 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 reflect 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.

Limiting Conditions
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I.  Introduction/Background

The City of Hesperia acquired the Hesperia Golf & Country Club, comprised of an 18-hole championship golf 

course and support facilities located on a 210-acre parcel within the City limits, in mid-2010.  Reportedly, the 

primary motivation for the purchase was to acquire the water rights attendant to the property and to maintain 

control over land use of the site.  At the same time, the golf course continues to be an operating asset, and 

the City must address a number of significant issues in evaluating the future viability of the golf course and 

most appropriate strategy in planning the long-term use of the property.  As part of the evaluation process, 

The City retained Pro Forma Advisors, LLC, along with Casey O’Callahan Golf Course Design, to provide 

assistance and support in the assessment of the market support, land planning, and economic issues relating 

to this overall analysis.  Specifically, the City has requested Pro Forma Advisors:  (1) assess the Hesperia Golf 

Course in the context of the local/regional golf market to determine market potential and financial feasibility;  

and (2)  determine a highest and best use of the property.  

Determination of the feasibility of retaining the golf course is dependent on a series of important issues.  

Evaluation of golf market conditions provides a basis for projecting future positioning, utilization,  and revenue 

production of Hesperia Golf Course.  The existing conditions of the golf course dictate the type, level and 

timing of capital improvements necessary to effectively compete in the broader Victor Valley region.  The 

current physical characteristics of the golf course will influence the need for changes to the course, if any, to 

produce greater efficiency.  In particular, water conservation is a paramount issue facing the City.  Alternative 

uses of the property must consider the physical constraints of the property, legal/land use considerations, real 

estate economics/feasibility, and the compatibility of the non-golf uses with the golf course.   It is also 

recognized that the existing golf course offers a number of intangible benefits which should be considered in 

evaluating the disposition of the golf course.  Hesperia Golf Course has a rich history, the golf course serves 

the basic recreational needs of its constituents, provides open space, and is part of the overall community 

visitor infrastructure. 

The work scope for this assignment consisted of a series of tasks including the following:

� Discussions with various representatives of the City of Hesperia regarding City objectives, constraints 

and principal issues related to the property and the operating of the golf course

� Interviews with representatives of the Hesperia Recreation District, which currently operates the golf 

course on an interim basis for the City of Hesperia, and on-site golf course management staff.

� Analysis of historic, current, and anticipated future Victor Valley golf market conditions.

� Review and analysis of historical operating performance of Hesperia Golf & Country Club.

� Inspection and analysis of the golf course physical plant.

� Interviews with management and public representatives of the competitive public-access golf courses in 

the local market area.

Introduction
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� Evaluation of golf course design, as well as alternative golf course configurations.

� Projections of future golf course operating utilization and income.

� Identification and evaluation of operating options for the golf course, including economic and non-

economic factors.

A summary of principal findings is presented below, followed by documentation and analysis in subsequent 

sections of the report.

Introduction
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II.  Summary of Findings
A summary of principal findings is presented below, with supporting documentation and analysis contained in 

the subsequent sections of the report. 

Hesperia Golf & Country Club
� Opened in 1957, Hesperia Golf & Country Club (HGCC) has a long and rich history.  The City of 

Hesperia acquired the 210-acre golf property for $4.2 million in May 2010, with the Hesperia Recreation 

and Park District operating the course for the City since the acquisition.  Reportedly, the primary 

motivation for the City’s purchase was to acquire the water rights attendant to the property.

� The golf complex consists of an 18-hole regulation length, Par-72 golf course, 30-tee practice range, 

6,500-square foot clubhouse, maintenance facility and other support facilities.  The overall property is 

approximately 210 acres, of which the golf course is developed on about 140 acres (125 irrigated).  

There are several areas within the overall property boundaries which are regarded as surplus parcels, 

including the approximate 10-acre area which was formerly developed with a 9-hole pitch and putt Par 

3 course.  Most of the property lies within a designated 100-year flood plain and has limited residential/

commercial redevelopment potential.

� The golf course basic routing is sound and generally regarded by players to be the most desirable in the 

Victor Valley in terms of its routing, course features, and challenge.  At one time the course was ranked 

among the best in the State of California.  The course is distinguished by its gently rolling topography 

and elevation change, mature tree cover, and absence of any intrusion by residential or commercial land 

uses.  However, in recent years, the condition of the golf course and support facilities has declined 

markedly which has substantially affected the course’s share of the golfing market.

� The property effectively sits within a flood channel which flows into the Mojave River, one of the primary 

drainage courses serving the region.

� The course is over 50 years old, and was generally in poor condition when the City purchased the 

property, the result of year’s of deferred maintenance.

� The clubhouse, built when the course opened in 1957, is approximately 6,500 square feet.  The 

structure is poorly designed, has limited remaining useful life, and nominal salvage value.

� The source of golf course irrigation is ground water extracted from an on-site well.  The property rights 

acquired by the City included water rights which allow ground water pumping of 407 acre feet per year 

(representing 60% of the 675-acre foot allocation).  In recent years, the golf course has consumed 

approximately 540 acre feet of water, and thus has needed to acquire about 133 acre feet of additional 

irrigation water.  There is no cost for the by-right water, while the additional water is purchased at about

$395 per acre foot.  The cost of drawing the ground water and pumping the water into the irrigation 

Summary of Findings
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system averages about $125 per acre foot, and there are other water related fees bringing the overall 

total cost to about $135,000 per year.

Golf Course Operating History
� During the strong golf market period of the late 1990s, HGCC generated an average of about 40,000 

rounds annually at an average greens/cart fee of about $30 per round which produced overall revenues 

in the range of $1.6 million per year, and net operating income of $200,000 to $300,000 per year.

� Beginning in about 2002, consistent with softening regional and national golf market conditions, 

performance has steadily deteriorated with annual play in recent years dropping below 25,000 rounds.  

Although play levels in the mid-2000 period also totaled about 40,000 rounds per year, much of this 

play was stimulated by unlimited play annual memberships, yielding an average greens/cart fee of less 

than $25 per round.  In fiscal year 2011, when the golf course was managed and operated by the 

Hesperia Recreation and Parks District, the golf course generated approximately 26,150 rounds at an 

average greens/cart fee of $20 per round. 

� Gross golf (greens, membership fees, carts, and range) revenue has declined sharply from $1.2 million 

per year in peak years to $1.0 million in the mid-2000 period, and  $547,000 in FY2011.  The current 

level is insufficient to fund normal golf course operating and maintenance expenses.

� A comparison of performance (rounds and annual gross revenue) illustrates the pronounced retraction 

of the golf market and performance of HGCC:

Table II--1:  Hesperia Golf & Countrry Club RRounds annd Grosss Revenuee ($000)

FY03 FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11

Annual Rounds

  Daily Fee 25,100 29,100 24,250 20,540 18,210 n.a. n.a. n.a. 19,600

  Member 7,500 8,830 16,080 21,010 16,790 n.a. n.a. n.a. 6,550

  Total 32,600 37,930 40,330 41,550 35,000 20,000 20,300 22,500 26,150

Gross Revenue

  Golf* $949.6 $926.1 $973.6 $976.2 $887.6 n.a. $341.9 $345.4 $547.2

  Merchandise/

misc

55.6 79.3 80.3 66.7 48.2 n.a. 0.1 0.1 32.7

  Food & Beverage 214.5 290.5 305.9 278.9 255.1 n.a. --- --- ---

  Total $1,232.9 $1,295.9 $1,359.8 $1,321.8 $1,190.9 n.a. $342.0 $345.5 $579.9

*  Includes greens fees, cart feee, membersship dues, ttournaments and pracctice range revenue.

Summary of Findings
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� Food and beverage gross revenue derives from golfers, outside bar/grill patrons, and some special 

event/banquet groups.  Gross revenue in FY2011 totaled about $180,000.

� HGCC share of the Victor Valley golf market, based on annual public play, has declined from 18% in 

2000 to 13.7% presently.  On the basis of gross golf revenue, the deterioration in HGCC’s market share 

is even more pronounced.

� City of Hesperia residents (zip code 92345) currently generate just over one-half of the total play on 

HGCC, while residents of other Victor Valley cities/unincorporated areas make-up another 25%.  

Residents of areas outside the Victor Valley, mostly in other areas of the Inland Empire, currently 

account for nearly 25% of the total play at HGCC.  Local residents account for a slightly higher 

percentage of total play on weekdays than on weekends.

Table II-2:  Sourrce of Golfers at Hesperia Golf & Country Club

Weekend

Source Market Weekday Weekend Total

Victor Valley

  Hesperia 50% 55% 52%

  Apple Valley 15% 9% 13%

  Victorville 8% 6% 7%

  Other 7% -- 4%

  Subtotal 80% 70% 76%

Other Inland Empire 15% 20% 17%

Other Southern Cal 3% 5% 4%

Out-of-Area 2% 5% 3%

Total 100% 100% 100%

� During peak golf years of the 1990s, the portion of play at HGCC which derived from golfers residing 

outside the Victor Valley was substantially higher than current levels.  This pattern is consistent with the 

other public access golf courses in the Victor Valley and is a result of the expanded supply of golf 

courses in the Inland Empire area below the Cajon Pass.  

Golf Market Conditions
� Of the eight golf facilities located in the Victor Valley, six are public-access courses, and two are private 

clubs for members and guests only.  Two of the public-access courses--Apple Valley Country Club and 

Summary of Findings
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Westwinds Golf Course--previously were private courses which were converted to public courses.  

Westwinds was the George Air Force Base military course acquired by the City of Victorville which 

opened for public play in 1996, and Apple Valley Country Club was a proprietary (member-owned) 

private club which was acquired by the City of Apple Valley in 2008.  In mid-June 2011, the City of 

Victorville elected to close the 9-hole Westwinds Golf Course due to continuing operating losses.  

� In general, the Victor Valley golf market is substantially over-supplied relative to current demand levels.  

All of the golf courses are struggling to generate satisfactory levels of play at a reasonable greens fee 

structure.  Most of the courses are generating 25,000 to 30,000 rounds annually, or less, at an average 

greens fee (excluding cart) of below $20 per round.  

� Changes in play levels and posted greens fees over the 2000-2010 time frame provides an indication of 

the strength of the golf market.

Table II-33:  Victor Valley Golf CCourse Historical Plaay Levels

Annual Rounds

2000 2004 2010

Hesperia 37,000 38,000 26,150

Green Tree 36,000 33,000 30,000

Apple Valley 20,000 20,000 25,000

Spring Valley Lake 35,000 32,000 30,000

Ashwood 55,000 55,000 53,000*

Westwinds 22,000 22,000 20,000

Total 205,000 200,000 184,150

*  A third nine holes wass added at Ashwood in 20006.

� The current oversupply condition has worsened over the past 10 years despite a 55% increase in Victor 

Valley population and negligible expansion of the golf supply (only the 9-hole expansion of Ashwood 

Executive in 2006 during the past 10 years).  In large part, this apparent anomaly is the result of the 

demographic shifts which have occurred in the Victor Valley.  In particular, there has been a dramatic 

shift away from a more senior population, where propensity and frequency of play are relatively high,  

toward young working households where per capita golf demand is very low.

� There is substantial discounting in the market in the form of specials, wholesale rates (e.g. Golf Now), 

loyalty club member rates, and other inducements, resulting in a sharply lower average rate per round.  

Summary of Findings
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� The market softness is the result of numerous factors including over-supply of golf courses in the 

market area, increased supply of golf courses in the Inland Empire located in “intercept” locations, a 

decline in the underlying fundamental demand for golf, and overall economic conditions in the region.  

Recovery of the economy certainly will benefit the golf market, but will not be sufficient to fully reverse 

the current market softness.

Design Alternatives
� Given the physical characteristics of the site, there are several basic golf course design alternatives for 

the HGCC, and numerous other permutations or hybrids of the basic alternatives.  The basic options 

are discussed below.

- 18-Hole Regulation Length Golf Course:  Retain 18-hole regulation length golf course in its 

current routing configuration, with modest reductions in turf areas and other appropriate 

improvements.

- 9-Hole Regulation Length Golf Course:  Convert existing course to 9-hole regulation (or 9-hole 

executive) length course.

- 18-Hole Executive Length Golf Course:  Convert existing course to an 18-hole executive length 

course.

� As noted, there are many variations of these basic alternatives, but the characteristics of the 

permutations generally fall under one of the basic layouts.  In all cases, the golf practice facility is 

retained as part to the golf complex, as well as the existing clubhouse area (clubhouse and cart 

storage) and maintenance area.

� The design parameters for each of the alternatives is summarized in the following chart:

Table II-4:  Summarry of Hesperia GGolf & Country Cluub Design Alternaatives

Existing 18-

Hole Course

18-Hole 

Regulation

9-Hole 

Regulation

18-Hole 

Executive

Land Area (acres) 200 140 80 100

Number of Holes 18 18 9 18

Course Length (yards) 7,006 7,000 3,500 5,000

Par 72 72 36 62

Practice Range-Tees 30 30 30 30

Annual Water Consumption (ac ft) 550 450 230 300

Clubhouse (sq.ft.) 6,500 6,500 6,500 6,500

Cart Storage (sq.ft.) 5,000 5,000 5,000 5,000

Capital Cost ($000) --- $1,500/$2,975* $3,270 $4,650

Summary of Findings
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Table II-4:  Summarry of Hesperia GGolf & Country Cluub Design Alternaatives

Existing 18-

Hole Course

18-Hole 

Regulation

9-Hole 

Regulation

18-Hole 

Executive

*  Relates to modest and compreheensive capital improvvements, respectivelyy.

� In addition to the golf course design options, the City of Hesperia has the option to convert the property 

to a non-golf course use.  Most of the golf property lies within the 100-year flood plain such that even if 

land use entitlements could be modified to allow development of residential/commercial uses, the use 

would not be suitable and/or the cost of development would be prohibitive.  There would be a range of 

recreational uses which may be considered on this property if the golf course was removed.  Potential 

recreational uses would include active recreation play fields and day use facilities, passive park/green 

belt, and passive park/desert landscape.  The passive park use would most likely feature a network of 

trails--equestrian, walking, hiking, jogging, and cycling.

� While there may well be a need for active play fields and day use facilities in the region, this form of 

recreation is costly to develop and expensive to maintain and program.  As well, according to the 

Hesperia Recreation and Parks District, the subject property may not rank high in terms of site 

conditions, access, and market demographics (population density).  A passive park/desert landscape 

would be characterized by a rustic trail system integrated with non-irrigated landscape areas.  This type 

of recreation would be the least expensive to develop and maintain, but probably has the least public 

appeal.  The alternative passive park use, featuring a trail network and some green belt, would require 

higher levels of maintenance, and most likely would be better received in the community.  It is assumed 

that the amount of irrigated turf area would be substantially reduced from golf course levels.

� The “no golf course” option is summarized as follows:

- Total Land Area:                             210 acres

- Irrigated Turf Area:                           40 acres

- Multi-Use Trail Network                  2.5 miles

- Development Cost                         $3.0 million ($15,000 per acre)

- Annual Water Consumption            175 acre feet

 Baseline Financial Projections

� Stable year gross revenue projections for the golf course alternatives are presented in Table II-5.  The 

projected performance of the golf course is directly influenced by the level of improvements 

implemented.  The “low” projection for the 18-hole regulation length alternative, which assumes the 

Summary of Findings
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course routing is modified to minimize irrigated turf areas, relates to a very modest level of improving 

course features, resulting in a relatively modest improvement in the overall golf experience.  The “high” 

projection for the 18-hole regulation length alternative, which also assumes the course routing is 

modified to minimize irrigated turf areas, relates to substantial improvements to the golf course features 

and playing conditions, resulting in a significant improvement in the overall golf experience and more 

competitive position in the market. 

Table II-5:  Projected Stabble Year Perforrmance By Dessign Alternativee

18--Hole Regulation

Actual 2011 Low High 9-Hole Reg 18-Hole 

Exec

Annual Rounds 26,150 28,000 30,000 22,000 22,000

Gross Revenue/Round

  Greens/Dues/Carts $19.56 $22.00 $24.00 $14.00 18.00

  Range 1.37 1.50 1.50 1.50 1.50

  Merchandise 1.02 1.50 1.50 1.00 1.25

  Food & Beverage 6.88 7.00 7.00 6.80 7.95

  Other 0.23 0.20 0.20 0.20 0.20

Annual Gross Revenue 

(000)

  Greens/Dues/Carts $511.5 $616.0 $720.0 $308.0 $396.0

  Range 35.7 42.0 45.0 31.0 33.0

  Merchandise 26.7 42.0 45.0 22.0 27.5

  Food & Beverage 180.0 196.0 210.0 150.0 175.0

  Other 5.9 5.6 6.0 4.4 4.4

  Total $759.8 $901.6 $1,026.0 $515.4 $635.9

Less:  Cost of Sales

  Merchandise $18.0 $29.4 $31.5 $15.4 $19.3

  Food & Beverage 60.0* 68.6 73.5 52.5 61.2

  Subtotal $78.0* $98.0 $105.0 $67.9 $80.5

Gross Profit $681.8 $803.6 $921.0 $447.5 $555.4

Summary of Findings

Pro Forma Advisors, LLC Page 13 PFAID: 10-181.01

265
City Council 



Table II-5:  Projected Stabble Year Perforrmance By Dessign Alternativee

18--Hole Regulation

Actual 2011 Low High 9-Hole Reg 18-Hole 

Exec

*  Estimated

Summary of Findings

Pro Forma Advisors, LLC Page 14 PFAID: 10-181.01

266
City Council 



� As shown, the 9-hole and 18-hole executive golf course design options, on the basis of gross revenue 

generation, are  inferior to the 18-hole regulation length option.  There are several factors which 

produce this result:

- Less-than-regulation length golf courses provide a shorter entertainment experience than 18-hole 

regulation length golf courses.  The shorter the duration of the recreation experience, the shallower 

the market area from which to draw--in effect, the distance golfers are willing to drive is related to 

the length of the golf experience.

- Golfers typically are willing to pay disproportionately lower greens fees for less-than-regulation 

length golf courses (compared with the reduction in golf course length/distance).

- Golf courses are primarily fixed cost businesses, and there are many function (golf operations, 

general and administrative tasks) which are reduced little, if at all, by reducing either the level of play 

or the length of the golf course.  As an example, the cost of operating a 9-hole regulation length 

golf course is significantly greater than one-half the cost of operating an 18-hole regulation length 

golf course.

� The overall projected performance of each alternative, including the annual amortization of the initial 

capital costs, is summarized in Table II-6 below:

Table II-6  Projectedd Stable-Year 

(thousands o

Financial Perf

of 2011 consta

formance by D

ant dollars) 

Design Alternnative       

18-Hole RRegulation

Low High 9-Hole 

Regulation

18-Hole 

Executive

No Golf

Gross Revenue $901.6 $1,026.0 $515.4 $635.9 ---

Less:  Cost of Sales $98.0 $105.0 $67.9 $80.5 ---

Gross Profit $803.6 $921.0 $447.5 $555.4 ---

Operating Expenses $1,037.0 $1,037.0 $745.0 $855.0 $200.0

Operating Income ($233.4) ($116.0) ($297.5) ($299.6) ($200.0)

Capital Improvement Reserve 75.0 75.0 40.0 50.0 ---

Adjusted Net Operating Income ($308.4) ($191.0) ($337.5) ($349.6) ($200.0)

Less: Annual Amortization 109.0 213.2 237.6 337.8 217.9

Net Cash Flow ($417.4) ($404.2) ($575.1) ($687.4) ($417.9)

Summary of Findings
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� As noted above, the “no golf” alternative relates to a green belt-oriented passive park with about 40 

acres of irrigated turf and a series of multi-use trails.  The development cost of this alternative is 

estimated at $3.0 million.  The annual maintenance expense is estimated at $200,000 per year, which is  

approximately 80% of the current golf course maintenance budget.  However, this estimate includes a 

provision for security and administrative oversight.  The annual cost is equal to $5,000 per acre of 

cultivated turf area, consistent with typical costs of open space/park areas.

Operating Options
� There are four basic operating options available to the City--self operation, facility lease, management 

agreement, and hybrid operating structures.  Currently, the City retains the Hesperia Recreation and 

Parks District to operate and maintain the golf course under an agreement which is effectively a year-to-

year facility lease. The District receives all revenues and is responsible for all golf course operating 

expenses, other than irrigation water expenses.

� Self-Operation:  Self-operation entails operation of all, or most, golf course functions and 

administration utilizing public employees--typically administered though the parks and recreation 

department.  Full self-operation is relatively rare at this time among the country’s municipal operations, 

although it is not unusual for course maintenance to be provided by public employees.  All of the 

revenues and operating expenses accrue to the public entity, as does the decision-making and policy 

setting duties.  As such, all of the financial risk, as well as upside financial participation, is borne by the 

public entity.  

� Facility Lease:  Under this option, the golf course is leased to a private golf course operator who 

provides course maintenance, golf operations, and overall facility management services.  The food and 

beverage operation may be included under the golf course facility lease or provided under a separate 

lease to a dedicated food and beverage operator.  The operator's lease payments typically are based 

on a minimum rental payment versus a percentage of golf and food and beverage departmental gross 

revenue.  The term of the lease is negotiable, although the length generally is related to operator capital 

improvement levels and rental payment terms.  The length of the term generally ranges from 15 to 30 

years, or more, although if negligible capital investment is required, the term may be less than 15 years.   

Under a typical facility lease, the lessee receives 100 percent of the revenue and is obligated to fund 

required capital improvements, operating expenses, and a reserve for ongoing capital improvements.  

As such, the financial risk is largely borne by the lessee.  

� Management Agreement:  This option relates to a fee-for-service agreement with a Director of Golf, 

General Manager or an outside management company.  Golf and food and beverage functions may be 

combined or separated, but the structure is the same.  All functions would be under the authority of the 

contract golf director, General Manager or management firm.  Under a typical management agreement, 

the facility owner (City) receives all revenues and is responsible for funding all capital improvements, 

Summary of Findings
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operating expenses, and reserves for ongoing capital reinvestment.  The owner (City) pays the operator 

a fee for management of the facility.  Compensation typically consists of a base fee, plus performance 

incentives.  While there are many ways of structuring incentive agreements, it is generally more effective 

to key them off gross revenue above established threshold levels (not net operating income), with 

incentive payments equaling anywhere from 25 to 100 percent of the base fee.  

� Hybrid Structures:  There are numerous combinations or permutations of the facility lease and 

management agreement options, and often such hybrids involve City-provided golf course 

maintenance.  The most common hybrid is retention of a golf operations concessionaire, with City 

maintenance, although there are examples of a golf operations concessionaire with private contract golf 

course maintenance.  Under these agreements, all of the maintenance is provided by City Parks/private 

contractor, and golf operations – pro shop merchandise, cart rentals, driving range, instruction – are 

provided by a concessionaire.   Food and beverage operations may be provided by the golf operations 

concessionaire, but more often are the responsibility of a separate concessionaire.  The responsibilities 

of the concessionaire and the structure of the golf operations concession agreement vary considerably.  

In most cases, the concessionaire is responsible for the tee time reservation system, greens fees 

collections, and starting functions, as well as the carts, merchandise, driving range, and lessons.  

Concessionaires normally pay rent to the City based on a percentage of gross revenue (percentage 

varies by revenue category).  Sometimes, the rent categories are adjusted downward to reflect the 

concessionaire responsibility for reservation, greens fees collections, and starting, but in other cases a 

separate fee is paid to the concessionaire by the City for these services.  In these cases, the City 

receives rent from the concessionaire, and also pays the concessionaire a fee for services.  

� There are economic and non-economic advantages and disadvantages of the various types of 

operating structures, and the most appropriate structure generally is strongly influenced by the the 

objectives of the owner (City).   Most of the advantages and disadvantage of each approach are 

summarized in the chart below.   In general, there are three factors which influence the preferred 

structure:

- Level of control desired by public entity in terms of fee structure, operating policies, and other 

procedures.

- Ability or willingness to fund significant capital improvements required.

- Degree of financial risk tolerance related to market and other events.

Summary of Findings
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Facility Lease Management Agreement  Hybrid Agreement 1/ 

STRENGTHS
• Provides strong financial return to 

city.
• Minimizes financial risk.
• Minimizes political influence with 

less direct involvement of City with 
setting fees, policies, and prac-
tices.

• Offers potential benefits in golf 
management expertise and spe-
cialized maintenance support serv-
ices.

• May provide private capital in-
vestment in facilities.

• Provides strong financial return to 
city.

• Provides high level of city control.
• Greater potential quality assur-

ance.
• Opportunity to provide shorter 

term contracts.
• Potentially more compatible with 

multiple operator options.

• Provides opportunity to retain 
specialists in golf operations, 
food and beverage, and mainte-
nance operations.

• Depending on structure of 
agreements, may provide:
–Strong financial return to City.
–Reasonable level of City control 

over rates, policies, and 
practices.

–Downside financial risk protec-
tion.

WEAKNESSES

• Minimum operational and quality 
control.

• May involve long-term commit-
ment.

• Minimizes financial upside.

• Requires more city involvement 
than facility lease option.

• Minimizes private capital invest-
ment in facilities.

• Entails greatest level of city finan-
cial risk.

• Increases likelihood of conflicts 
among concessionaires.

• Reduces opportunity to attract 
private capital due to reduced 
lessee control.

• Increases City monitoring re-
quirements.

� The Hesperia Recreation and Parks District has operated the golf course since the City acquired the 

golf course without a subsidy from the City other than the cost of water above the water rights 

allocation.  The District has the advantage of having an administrative structure already in place and 

other support resources which provide substantial operating efficiencies.  The City has the option to 

retain the District on a mid- to long-term basis under some type of lease or management agreement.   

By absorbing much of the typical administrative cost and charging only the incremental costs of using 

their support services, the District can likely operate the golf course at little, or no operating subsidy.  

� Over the past year, by not allocating any of their administrative/overhead costs to the golf course, the 

District has been operating the golf course with an overall operating budget of just over $500,000 per 

year.  However, this is not a sustainable budget if the goal is to elevate the maintenance and operating 

standard to a reasonable and acceptable level.  As with all of the operating options, it is necessary for 

the City of Hesperia to set operating and maintenance standards, and to retain some control over golf 

course pricing and policies.

� The advantages of utilizing the Hesperia Recreation and Parks District include their knowledge of the 

market area and constituent recreation preferences and needs, the opportunity to integrate golf 

programs with other District recreation programming, strong park maintenance skills and experience, 

and the presence of an administrative and support service function.  The disadvantages, or 

weaknesses, of continuing with the District for operating and maintenance of the golf course include the 

Summary of Findings
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absence of professional golf course management experience, limited ability to raise capital, and, 

depending on the structure of the agreement, the financial risk which the City may be exposed to if 

there are operating deficits.  Most of these weakness may be mitigated through contractual standards 

and requirements.

Conclusions
� Hesperia Golf & Country Club features a golf course which is considered by most golfers to be the most 

desirable regulation length layout in the Victor Valley in terms of routing, interest and  challenge.  

However, the condition of the course, while improved since its acquisition by the City, is substantially 

inferior to other courses in the region.

� If the City elects to retain a golf course use for the property, an 18-hole regulation length golf course, 

with appropriate modifications, is clearly superior to other golf course options such as a 9-hole 

regulation length or 18-hole executive length golf course.

� Through selective reductions in irrigated turf areas, average annual water consumption can be reduced 

from its current level of 550 acre feet per year to 450 acre feet, or less, per year, minimizing or 

eliminating the requirement to purchase water above the current allocation.

� Continued operation of an 18-hole golf course at a reasonable quality standard will require on the order 

of $3.0 million in capital improvements, although these improvements may be phased over a 5- to 10-

year period.

� Operation of the golf course utilizing outside professional management at an acceptable (upgraded 

from current level) standard is estimated to require an annual operating subsidy of approximately 

$200,000 per year, plus about $200,000 in annual amortization of the required capital improvements.

� The capital cost and annual operating expenses of a “no-golf” option, defined as passive park/open 

space with multi-use trail networks and some irrigated green belt, is about the same as continuing 

operation of an 18-hole upgraded regulation length golf course.

� Over the past year, Hesperia Recreation and Parks District has operated the golf course reasonably well 

in light of having a short term agreement and a very limited budget.  The District has the advantage of 

an administrative structure already in place and other support resources which provide some operating 

efficiencies.  By absorbing much of the typical administrative cost and charging only the incremental 

costs of using their support services, the District can likely operate the golf course at little, or no 

operating subsidy.  

� If the City elects to retain the District on a mid- to long-term basis under some type of lease or 

management agreement, it is incumbent to set operating and maintenance standards, and to retain 

some control over golf course pricing and policies.

Summary of Findings
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III.  Project Description/Historical Operations
Hesperia Golf & Country Club (Hesperia) is a public-access golf complex comprised of an 18-hole regulation 

length golf course, practice range, 6,500 square foot clubhouse, cart storage structure, and other support 

facilities.  The course was designed by noted golf architect William F. Bell, opening in 1957.  The golf course 

has a rich history and was a Professional Golfers of America (PGA) Tour stop in the late 1950s and early 

1960s.  An episode of Shell’s Wonderful World of Golf, featuring a match of Gene Littler/Sammy Snead vs. 

Arnold Palmer and Julius Boros, was filmed at the country club during the 1960s.  An aerial photograph is 

presented in Figure III-1.

The more recent history of Hesperia Golf & Country Club is dominated by the availability of very limited 

financial resources for golf course maintenance and capital improvements which stems primarily from a 

deteriorating golf market.   The prior owner of the course retained Donovan Bros. Golf Management in the late 

1990s to operate the golf course on a fee-for-service management basis.  According to Donovan, achieving 

breakeven on an operating basis was challenging and required actions such as loaning maintenance 

equipment from other facilities to Hesperia at no cost to the course.  Before the end of 2008, the owner 

elected to operate the golf course without outside professional management, and budgets were slashed 

further resulting in deteriorating conditions of the golf course.  The course was then sold to the City of 

Hesperia for $4.2 million, with the transaction closing in May 2010.  The purchase price was dictated primarily 

by the 675-acre feet of water rights acquired as part of the purchase.  Upon assumption of ownership, the 

City retained the Hesperia Recreation and Parks District to manage, maintain, and operate the golf course for 

at least an interim period of time. 

Location and Access
The subject property is located in the southeast sector of the City of Hesperia, one of the principal 

incorporated cities comprising the Victor Valley region of western San Bernardino County.  The regional 

location of the property is depicted in Figure III-2.  Located 85 miles northeast of Los Angeles, the Victor 

Valley is located with what is defined as the Mojave Desert, east of the Antelope Valley and north of the 

Cucamonga Valley in San Bernardino County as part of the larger Southern California Inland Empire.  It is the 

largest metropolitan area located between San Bernardino and Las Vegas.  The Victor Valley is an area of 

approximately 2,200 square miles, although most of the population resides within about a 10-mile radius of 

Victorville.  The Valley is comprised of five incorporated and 15 unincorporated communities.  

From the Los Angeles/Inland Empire region, regional access to the Victor Valley and Hesperia is very good via 

Interstate 15 and California State Highway 395.  California State Highways 18 and 58 provide east-west 

access to the Victor Valley from the Palmdale/Lancaster and Bakersfield areas.  Interstate 15 is a major north-

south U.S Interstate Highway which extends from San Diego on the south to Las Vegas on the north, and 

further north to the Canadian Border.  I-15, which traverses the Victor Valley, is a major interstate 
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Figure III-1:  Hesperia Golf & Country Club Aerial Photo

Eastern Portion of the Golf Course

Western Portion of the Golf Course
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transportation corridor which extends from San Diego on the south with Las Vegas on the north, continuing 

north through Utah and Idaho to the Canadian border. 

Local access to Hesperia Golf and Country Club is somewhat cumbersome, particularly for players new to the 

golf course.  From Interstate 15, the course is accessed traveling east on Main Street a distance of about 6 

miles, and then south on one of a series of residential streets about one-half mile to Bangor Avenue, reach 

provides access to the clubhouse.  There are several primary north-south arterials which provide access from 

Apple Valley and Victorville areas to the north, including I Avenue, Hesperia Road, and Peach Avenue (see 

Figure II-3).

The golf course property sits within a valley or depression, and is generally rectangular with a width of about 

1,500 feet extending about 2.5 miles in an east-west direction.  A drainage course runs in an easterly direction 

through the property, flowing into the Mojave River about one-quarter mile east of the property.  The soil con-

ditions are characterized as primarily sand based, and appear to have excellent drainage.  There are residen-

tial areas on the periphery of most of the golf course, generally elevated above the course.

Most of the golf course property lies within Zone AE as defined by the Federal Emergency Management 

Agency, which is defined as areas subject to a 1% probability of annual flooding (100-year flood plain).  The 

flood course which winds through the property is channelized such that storm water generally remains con-

tained unless there is significant precipitation and runoff.

The front nine of the golf course property is bisected by Pico Avenue, while the back nine is bisected by 

Peach Avenue.  Golfers are required to cross the roadways at these locations.  

There is extensive land area relative to the typical needs of a golf course, with a number of “waste” or unused 

areas within the golf course envelope.   In part this is due to the flood channel drainage corridor which 

traverses the property, but also reflects generous setbacks between residential uses on the peripheral 

property and open areas on the property.  Historically, in addition to the 18-hole golf course and support 

facilities, there was a nine-hole pitch and putt golf course located immediately west of the driving range 

landing area.  This component was removed many years ago.
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Facilities
Golf Course

The golf course is a par-72 regulation length 18-hole layout with a returning nine routing. Each nine is a 

par-36, with two par-3, five par-4, and two par-5 holes.  The distance, slope and rating from each of the 

course’s five sets of tees is as follows:

Tee Length 

(yards)

Slope Rating

Black 7,006 131 73.4

Blue 6,740 128 72.0

White 6,214 122 69.5

Red 5,429 123* 72.3*

Gold 3,336 114* 68.4*

*Women’s slope and ratinng.

Hesperia Golf & Country Club is located within a canyon area and is distinguished by its mature tree cover 

and moderate topography.  The golf course has a partial concrete cart path network.  The fairways, roughs 

and tees are a blend of bermuda and blue grass.  The greens consist of a mix of bentgrass and poa-annua.

Irrigation Water

The source of golf course irrigation is ground water extracted from an on-site well.   The water is stored in the 

course main irrigation lake located on the north side of the #8 fairway, and then pumped into the irrigation 

system.   There are about 125 acres of irrigated turf area.  Over the past 5 years, water consumption has 

averaged approximately 550 acre feet annually.  

The golf course (City of Hesperia) owns ground water rights for 675 acre, although the “ramp down” allocation 

from the Mojave Water Agency is 407 acre feet (60%).  Thus, golf course water usage above this level (143 

acre feet) is subject to fees imposed by the agency.  There are four components:

Replacement Cost (143 AF @ $395/AF) $56,485

Make-Up Cost (17 AF @ $395/AF)     6,715

Biological Assessment (550 AF @ $.77/AF)        424

Administrative Fees (550AF @ $3.55/AF)    1,952

Total $65,576
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Pro Forma Advisors, LLC Page 25 PFAID: 10-181.01

277
City Council 



In addition to the cost of irrigation water, electrical pumping expenses average approximately $125 per acre 

foot, yielding an annual amount of $68,750.  Thus, irrigation related costs currently total about $135,000 per 

year.

Clubhouse

The golf course is supported by a 6,500-square-foot clubhouse built in the late 1950s.  The clubhouse 

includes a modest size pro shop, bar/grill, banquet room, small locker room and other common areas.  A 

free-standing 5,000-square foot cart storage building with capacity for the fleet of 80 carts is located 

immediately west of the clubhouse.

Practice Range

The golf practice range is located directly north of the clubhouse, and is oriented in desirable south-north 

direction.  The range has about 30 artificial mat tee stations, and is not lighted for night use.  The range 

landing area slopes slightly uphill.

Maintenance Yard

The golf course maintenance yard is located adjacent to the #11 fairway, on the west side of Pico Avenue.    

The facility has a 4,500-square-foot maintenance building, and outside storage areas.  In general, the building, 

while older and in poor condition, appears to be serviceable with no immediate needs.  According to the 

Hesperia Recreation District, the facility meets current building and safety codes.   

Historical Operations
Hesperia Golf & Country Club, until its acquisition by the City of Hesperia, has operated as a semi-private 

facility with a membership base, while allowing public play.  The structure of the operation and the condition of 

the course has varied considerably over the years, which has influenced historical performance.  

Documentation of course performance is difficult due to the previous private ownership of the club and limited 

information currently available during the period since acquisition by the City.

Annual Play

Annual play, segmented between daily fee and member, during the period 2003-2007 is summarized in Table 

III-1 below, as well as estimates for the most recent annual periods based on information provided by the 

Hesperia Recreation District.  
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Taable III-1:  Hesperia GGolf & CC Annual Plaay

Fiscal Year Daily Fee Member Total

2003 25,100 7,500 32,600

2004 29,083 8,832 37,915

2005 24,248 16,082 40,330

2006 20,543 21,008 41,551

2007 18,210 16,790 35,000

2008 n.a. n.a. 20,000

2009 n.a. n.a. 20,300

2010 n.a. n.a. 22,500

2011 19,600 6,550 26,150

Annual play for the 2003-2007 period by type of round is shown in Table III-2 (detailed information since 2007 

is not available).

Table III-2:  Heesperia Goolf & CC 

FY03 FY04 FY05 FY06 FY07

18-Hole Rounds

  Prime 6,400 7,563 6,749 4,846 4,400

  Senior 3,600 4,268 4,071 3,216 3,200

  Tournament 3,800 4,483 3,543 3,382 2,200

  Specials 500 1,077 2,212 2,579 2,200

  Military 300 274 59 78 50

  Junior 200 207 366 207 100

  Members 7,500 8,832 16,082 21,008 16,790

  Subtotal 22,300 26,704 33,082 35,389 28,900

Twilight 3,500 2,755 3,386 1,926 100

Super-Twi/9-Hole 6,800 8,456 3,862 4,236 6,000

Total 32,600 37,915 40,330 41,551 35,000
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Based on historical play patterns, the distribution of play at Hesperia Golf & Country Club is reported as follows:  

Month Percent

January 6.4%

February 5.5

March 7.0

April 8.4

May 10.3

June 9.4

July 10.0

August 9.7

September 10.4

October 8.6

November 7.9

December 6.3

Total 100.0

A brief survey of the source of golfers for the week of May 29-June 4, 2011, was conducted at Hesperia.  

During this period, about 80% of golfers indicated residence in the Victor Valley, with a slightly higher 

percentage of local play on weekdays than on weekends.  Golfers residing in the City of Hesperia (zip codes 

92344 and 92355) accounted for roughly one-half of the play.  Most of the balance of play from outside the 

Victor Valley is attributed to golfers in other areas of the Inland Empire, with most of this deriving from golfers 

residing in the nearby San Bernardino Mountain communities.  Less than 5% of the play at Hesperia derives 

from the Inland areas south of the Cajon Pass.

Project Description
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Table III-3:  Souurce of Golfers at Hesperia Golf & CCountry Club

Weekkday Weekkend

Source Market Morning Afternoon Morning Afternoon Total

Victor Valley

  Hesperia 50.4% 48.5% 60.0% 40.0% 50.6%

  Apple Valley 17.4 9.9 10.0 --- 14.5

  Victorville 7.0 5.9 6.7 --- 6.6

  Other 7.4 7.9 -- --- 6.8

  Subtotal 82.2% 72.3% 76.7% 40.0% 78.4%

Other Inland 

Empire

13.9% 17.8% 10.0% 40.0% 15.0%

Other Southern 

Cal

2.2 5.9 3.3 --- 3.3

Out-of-Area 1.7 4.0 10.0 20.0 3.3

Total 100.0% 100.0% 100.0% 100.0% 100.0%

Discussions with previous management at the facility suggest that the percentage of play generated by 

residents south of the Cajon Pass has declined from about 10-15% in the late 1990s and early 2000-period to 

under 5% currently.  As discussed subsequently, this pattern is generally explained by the extraordinary 

expansion of the golf course inventory in the Inland Empire area of Southern California, with relatively 

affordable golf offered much more conveniently to the more populated areas of the region.

Greens Fees

Posted greens fees for Hesperia Golf & Country Club currently are as follows:

Greens Fees (eexcluding cart)

Category Weekday Weekend

Prime Time $17.00 $23.00

Senior 12.00 17.00

Junior 10.00 15.00

Mid-day 12.00 15.00

Twilight 12.00 12.00
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Table   III-5:  Hesperia Golf & Country Cluub Operating Expenses ($000))

Recreation Diistrict-FY2011

Average Annual 

2004-2007

10 Months 

Actual

Projected 12 

Months

Course Maintenance

Payroll and Benefits $226 $80 $95

Services and Supplies 121 20 26

Utilities 81 108 130

Maintenance Equipment 42 --- ---

Subtotal $470 $208 $251

Golf Operations

Payroll and Benefits $53 $55 $66

Cart Leasing 53 74 90

Cart Operation/outside services 80 40 47

Range --- --- ---

Services and Supplies 13 --- ---

Subtotal $199 $169 $203

Food & Beverage

Payroll and Benefits $106 --- ---

Services and Supplies 36 --- ---

Subtotal $142 --- ---

Undistributed Clubhouse

Payroll and Benefits --- --- ---

Services and Supplies 30 4 5

Subtotal $30 $4 $5

General & Administrative

Payroll and Benefits $114 --- ---

Insurance 25 --- ---

Property Taxes 28 --- ---

Marketing/Promotion --- 5 6

Credit Card --- --- ---

Services and Supplies 92 43 46

Management Fee 30 --- ---

Subtotal $289 $48 $52

Total $1,130 $429 $511

Capital Improve Replace --- --- ---

Total $1,130 $429 $511

282
City Council 



Greens Fees (eexcluding cart)

Category Weekday Weekend

9-holes 10.00 13.00

9-holes (junior) 7.00 10.00

The golf course also offers monthly passes which offer unlimited golf play:

Monthlly Pass

Type Walking With Cart

Single $125 $175

Family 185 235

The course sells roughly 60 passes monthly, of which the majority are classified as single riding, followed by 

family riding.  Fewer than 20% of the monthly passes are designated as walking only.

 The cart fee for 18-hole play is $10 per player in a shared cart and $15 per player for a single rider cart.  The 

cart fee for 9-hole play is $14 per player for a shared cart and $12 per player for a single rider cart.  Cart 

utilization if very high, at over 80% of total golf rounds.

Gross Revenue

Annual gross revenue by department for the period extending from fiscal year 2003 through fiscal year 2011 is  

presented in Table III-4.  There are several sources of this information, and the fiscal year periods vary slightly 

for certain years shown.  Fiscal year 2008 data is unavailable.  The information shown for FY2011 relates to a 

12-month period of operation by the Hesperia Recreation and Parks District period June 1, 2010 through May 

31, 2011).

It should be noted that, at least over the past three years, the distribution of golf revenue between greens fees  

and cart rental fees for discounted golf play follows a practice of showing cart revenue at the full, non-

discounted cart rate, with the balance of the fee paid allocated to greens fees.  While the combined greens 

fees and cart revenue is accurate, the distribution between the two categories is distorted in favor of cart 

revenue.

In FY2011, the average greens/cart fee per round, including daily fee greens/carts and membership annual 

dues/carts, was $19.56.   The average greens/cart fee per round at HGCC in the peak golf period of the 

1990s approached $30, and in the 2004-2006 period the average greens/cart revenue per round was 

approximately $23.
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With the exception of FY2008 and FY2009, when practice range revenue was unusually low, range revenue 

has consistently averaged about $35,000-$45,000 per year, about one-half attributed to same day golfers 

and one-half to commercial practice.  Merchandise gross revenue has steadily declined over the years, not 

unlike all golf courses, and now averages about $1 per round.

Food and beverage revenue at HGCC derives from golfers, non-golfer bar/grill expenditures and special 

event/banquet group business.  Over the past 10 years, total food and beverage gross revenue has averaged 

Taable III-4:  Hesperia GGolf & Couuntry Club Gross Revvenue ($000)*

FY03 FY04 FY05 FY06 FY07 FY09 FY10 FY11

Gross Revenue

  Greens Fees $712.2 $676.1 $625.0 $541.0 $584.0 $212.6 $212.0 $259.7

  Membership Dues 190.8 158.3 258.0 326.9 208.1 --- --- 52.6

  Carts --- 46.4 48.8 66.3 59.7 115.9 112.3 199.2

  Practice Range 46.6 45.3 41.8 42.0 35.8 13.4 21.1 35.7

  Merchandise 45.6 69.4 78.2 62.8 48.1 --- --- 26.8

  Food & Beverage 214.5 290.5 305.9 278.9 255.1 --- --- ---

  Miscellaneous 23.2 10.0 2.1 3.9 0.1 0.1 0.1 5.9

  Total $1,232.9 $1,295.9 $1,359.8 $1,321.8 $1,190.9 $342.0 $345.5 $579.9

Cost of Sales

  Merchandise $25.0 $52.3 $60.4 $46.6 $29.5 --- --- $18.0

  Food & Beverage 94.4 127.4 136.8 112.5 99.9 --- --- ---

  Subtotal $119.4 $179.7 $197.2 $159.1 $129.5 --- --- $18.0

Gross Profit $1,113.5 $1,166.2 $1,162.8 $1,162.7 $1,061.4 $342.0 $345.5 $561.9

Gross Profit-

Excluding F & B

$993.4 $1,003.1 $993.7 $996.3 $906.2 $342.0 $345.5 $561.9

*  Fiscal Year 2008 daata is not avaailable.

in the $200,000 to $300,000 per year range.  In FY2011, food and beverage revenue will total about 

$180,000.  The clubhouse can accommodate groups of about 100-125 with indoor seating.  

Operating Expenses
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Annual historical operating expenses for Hesperia Golf & Country Club are shown in Table III-5.  The expenses  

do not include interest, depreciation, amortization or taxes.  The average annual expenses for the period 

2004-2007 are shown along with the actual operating expenses reported by the Hesperia Recreation and 

Parks District for the most recent 12 months.  The District’s expenses for the past year do not include a 

number of expense items which are not charged against the golf course by the District, and do not include 

the expenses which are borne by the City of Hesperia.  

As shown, the actual expenses incurred over the 2004-2007 period, when the golf course was operated by a 

professional golf course management company, averaged about $1.13 million per year.  Excluding food and 

beverage operations, the expenses averaged just under $1 million annually.

The Hesperia Recreation and Parks District operating expenses are substantially below those incurred during 

the mid- to late- 2000 period.  In part this is due to the supplemental labor provided at no direct cost through 

the California Department of Corrections, and some support services provided by the District which are not 

charged against the golf course.  There also is no administrative expense allocated by the District to the golf 

course.

District expenses, excluding food and beverage related costs, will total slightly more than $500,000 for the 

first 12-month operating period, the City will expend about $100,000 in direct golf course expenses for utilities  

and other obligations.   The actual expenses are substantially below the estimated budget of about $1 million 

per year outlined by the District in communications between the District and the City in March 2010.

Hesperia Golf & Country Club Observations

The observations and assessment of Hesperia Golf & Country Club following a thorough site inspection of the 

property are summarized below.

General Observations

The Hesperia Golf & Country Club is an eighteen hole championship golf course.  It is routed along and 

through a flood channel in a general east and west direction.  There is a good variety of length and challenge 

to the golf course.

Specific Golf Course Observations

Greens

� The greens are in good condition and many of the greens appear to be the original pushup greens.  

� The existing soil conditions provide a great environment for these greens.  

� There is no need to significantly modify the greens for agronomic or playability reasons.

Tees

� The tees are in fair condition.  
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� In most cases they are of adequate size and in the correct location.  It appears that a small forward tee 

has been added on many of the golf holes.  

� All of the tees should be releveled or modified.

Fairways & Roughs

� The fairways and rough areas are in good condition.  

� The irrigation system generally provides adequate uniform coverage to the manicured grass portions of 

the golf course, although there are a few apparent problem areas based on observation of the 

conditions.

� The soil conditions are ideal for maintaining good healthy turf.

Sand Bunkers

� The sand bunkers are in fair to poor condition.  

� It appears that recently more detail work is being put into the sand bunker edging.  

� Many of these bunkers look like they have become larger over the years and lost their shape.  

� All of the bunkers should be modified.

Cart Paths

� There is an abbreviated cart path system throughout the golf course between greens and tees.  

� In many cases railroad ties have been added for cart path curbing.  

� There are some isolated areas where the cart path is cracked or has settled.  

� There are a few areas where the cart path is in the wrong location and should be relocated.

Landscaping (Trees & Shrubs)

� There are a variety of cottonwoods, poplars, pines, and other mature trees throughout the golf course.  

They provide good shade and help frame the golf holes.

� There are many areas where there are too many trees.  These trees cause shade and playability issues 

and should be removed.

� There are many areas where trees and brush have been cut down by the previous owner and left in an 

unsightly state.  This rubbish is slowly being removed from the site by the current operator.

Driving Range

� The driving range has adequate length for the average golfer.

� The range faces a northerly direction away from the rising and setting sun.  This is an ideal orientation 

for the range.

� There are 26 artificial turf mat stalls on the range

� There is a grass teeing area in front of the matt stalls

� The driving range is bisected by the drainage channel.
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Practice Greens

� There is a 4,500 square foot practice range conveniently located near the 1st and 10th tee complexes.  

The putting green is in good condition.

� There is a practice chipping green to the left of the practice range.

Lakes

� The lakes are in poor condition.  

� All of the aesthetic lakes do not have proper liners and leak.  

� The main irrigation lake is overgrown with vegetation and is undersized.  The irrigation lake should be 

analyzed to confirm that it has sufficient capacity.  

� The aesthetic lakes should either be properly lined or converted to waste bunkers.

Irrigation System

� It appears that the irrigation system was updated some time in 1994 based on the David D. Davis & 

Associates Irrigation Plans dated March 15, 1994.  

� It is a Rainbird Irrigation system with valve in head control and a central computer system.  

� There is a weather station adjacent to the ninth hole but it is not working.  

� It appears that the irrigation system is in good working order.  

� The weather station should be reconnected back to the main computer system.

Drainage Channel

� Most of the drainage channel on the front nine and driving range has been grassed on does not receive 

significant erosion.

� The back nine of the golf course is not grassed.  There is a portion on the 10th hole where significant 

erosion has occurred and demolished a portion of the cart path.

Specific Building Observations

Maintenance Yard

� The maintenance yard appears to have adequate size to conduct maintenance operations.

� There are numerous broken down maintenance vehicles and equipment throughout the maintenance 

yard.

� The maintenance yard is unsightly from the golf course and road.  A large hedge or vines on the fence 

should be implemented to screen the maintenance yard.

Cart Barn

� The cart barn is relatively new and appears to be in excellent condition.

� It appears to have capacity for 72 carts.
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Golf Course Restrooms

� The restrooms are very basic, and are prone to graffiti and vandalism.

� There is no electricity in the restrooms.  It may be a good idea to install a skylight or solar tube to 

illuminate the restroom better in the day.  As well, some security of the building may be required to 

prevent future vandalism.

Clubhouse

� The clubhouse was constructed when the course opened, and is thus nearly 60 years old.  It is a wood 

frame structure which is both dated and dysfunctional in its design and layout.  While the building is 

about 6,500 square feet, it has minimum usable space.  

� The pro shop is adequately sized and is sufficient in the short term.

� The food and beverage operation consists of a small bar/grill with seating for about 40.  Adjacent to the 

bar/grill is the restaurant/banquet area which is about 1,600 square feet, and can accommodate 

approximately 100 in a banquet style seating configuration.

� The opportunity to provide food service for non-golfers is limited due to the location of the facility.  There 

is the opportunity to host meetings and special events, but the size of the facility, kitchen, and other 

support facilities limits this to relatively small groups.

� Overall, the clubhouse can probably continue to serve golfers in the short term, but it is likely that the 

facility will not be sustainable beyond that period.  It is probable that it is more cost-effective to 

construct a new clubhouse than to renovate the existing facility.  As well, it is probable that a new facility 

would be very modest in size, consisting of a small pro shop and golfer bar/grill, as well as some small 

administrative office space.  Support for a banquet facility would have to be investigated, but it is highly 

unlikely that such a facility can be economically supported.  
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IV.  Golf Market Overview
The following section presents a brief overview of the demographic makeup of the Victor Valley region 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 Hesperia Golf & Country Club, 

from which 80 to 90 percent of total play is expected to derive, is defined as the region within about a 20- to 

30- minute drive time (10-15 miles).   This area generally extends from Hesperia on the south to Bell Mountain 

area on the north, and from Baldy Mesa on the west to the foothills east of the Mojave River on the east, an 

area of about 200 square miles.  This area includes the incorporated Cities of Hesperia, Victorville, Apple 

Valley, and Adelanto, and a series of other unincorporated communities.  The broader regional golf market is 

defined as the Victor Valley, and some market support derives from more urbanized area of the Inland Empire 

to the south, below the Cajon Pass, and the Antelope Valley to the west.

Comparative demographics of the Victor Valley area are presented in Table IV-1.

Table IV-1:  Regioonal Demographic CCharacteristics

Hesperia Primary 

Market Area

Victor Valley California

Population (000)

1990 50.4 82.0 178.6 29,760.0

2000 62.6 106.0 246.9 33,871.7

2010 90.2 153.6 380.0 37,253.9

Average Annual 

Growth Rate

  1990-2000 2.19% 2.60% 3.29% 1.30%

  2000-2010 3.72% 3.78% 4.41% 0.96%

Median Age (2010) 32.0 31.5 30.7 34.9

Population 65+ 11.0% 10.8% 11.0% 11.2%

Median HH Income $47,300 $51,500 $51,500 $61,020
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The Victor Valley is a rapidly growing and dynamic region of Southern California which has accommodated a 

substantial share of the region’s growth over the past 10-15 years.

The Victor Valley is regarded as a “high desert” region, characterized by cool winters and hot summers.  A 

climatological summary is presented below:

Average Historical Moonthly

Month High 

Temperature

Low 

Temperature

Precipitation 

(inches)

January 56.4 25.9 1.26

February 58.4 27.7 1.21

March 73.4 37.4 0.64

April 79.0 38.9 0.48

May 93.9 49.4 0.22

June 96.5 52.2 0.02

July 101.2 78.7 0.17

August 104.9 63.4 0.17

September 96.5 53.4 0.61

October 79.9 44.1 0.26

November 72.5 31.9 0.83

December 66.3 28.7 0.86

Total --- --- 6.72

National Golf Market Trends
Nationwide, golf play increased steadily between the mid-1980s and 2000.  As shown in Table IV-2 below, 

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.
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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 Table IV-3.

Thus, over the full 1990-2010 period, the inventory of golf courses in the United States increased by 34 

percent, while the U.S. population registered only a 17 percent gain, and golf demand (play) increased only 23 

percent over this same period.

However, right after the new century started, the first signs of industry problems emerged, and have persisted 

for the past 8-10 years.  Golf courses have experienced steep declines in utilization and revenue contraction, 

net operating income has fallen at an accelerating pace, golf course prices have declined, bankruptcies and 

foreclosures have become routine, and new golf course construction has virtually ceased.  The impact of 

market softness has been widespread and spread evenly over all segments of the market and all geographic 

areas.

The National Golf Foundation (NGF) reports that over the 2001-2004 period, annual rounds declined by 7 per-

cent.  Golf ball sales, perhaps a better indicator of demand, declined by nearly 12 percent over this time pe-

riod.  The golf participation rate, after rising steadily through 1997, generally plateaued during this period, with 

average rounds played per golfer falling off sharply.  (It should be noted that the NGF  revised the definition of 

a golfer from a minimum age of 12 to 18 years, therefore, to facilitate comparison over the years;  in the table 

below, the golf participation rates are shown using the former definition).    Since 2007, the golf market has 

been significantly impacted by the national and regional economic recession.  The golf participation rate (per-

centage of the population over age 12 playing golf at least once per year), after rising steadily through 1997, 

has generally plateaued or declined, and average rounds played per golfer has continued to decline.  Annual 

rounds in the U.S. declined 1.8 percent in 2008, .9 percent in 2009 and 2.3 percent in 2010.  

 Since 2002, the construction of new courses has declined sharply, and the rate at which courses have 

closed has accelerated.  Between 2006 and 2010, for example, the number of courses closed exceeded new 

course openings, which have been in the 90- to 120-course per year range, by 20 to 30 per year.   In 2010, 

for example, 46 new courses  opened, while 107 closed, resulting in a net decrease of 61 golf courses across 

the United States. Despite the slowing expansion of new supply over the past four years, golf market 

conditions in most markets have continued to deteriorate in 2009 and 2010.
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Tablee IV-2: Indicatorss of U.S. Golf Demmand (1985-2010)

Year

Rounds

(millions)

Number of 

Golfers1

(millions)

Participation 

Rate2

Golf Ball Sales3 (millions 

of dozens)

1985 365 17.5 10.2 36.0

1990 400 27.8 13.5 42.0

1995 420 25.0 11.6 46.0

2000 518 26.7 11.7 52.2

2001 518 28.0 11.9 50.0

2002 502 29.5 12.2 46.7

2003 495 30.4 12.4 43.4

2004 499  29.52  11.52 43.4

2005 489 28.0 11.2 43.6

2006 493  27.93 11.0  44.03

2007 490  27.53 11.0  43.53

2008 481 26.69 10.9 42.22

2009 477 -- -- 40.11

2010 466 -- -- --

Average Annual Growth

1985-1990 1.8% 9.7% --- 3.1%

1990-1995 1.0% (2.1)% --- 1.8%

1995-2000 4.3% 1.3% --- 2.6%

   Subtotal 2.4% 2.8% --- 2.5%

2000-2002 (1.6%) 5.1% --- (5.4%)

2002-2004 (1.4%) 0.0% --- (3.6%)

2004-2010 (0.9%) (2.8%) --- (1.6%)

3 Estimated by PF
1 Represents golfers 

FA based on “soft goods
Source

over 12 years of age.  2 E
s” sales recorded by Data
e:  National Golf Foundati

Estimated by PFA.
a Tech and golf ball man
on.

nufacture sales
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Table IV-33 :  Number of Golf Couurses1 - U.S.

Year

Average Annual 

Courses Added Total Golf Courses2

Average Annual 

Percent Increase

1990 --- 11,105.0 ---

2002 305 14,772.0    2.96%

2006 120 14,968.0 0.80%

2007 113 14,960.0 (0.10%)

2008 72 14,915.0 (0.20%)

2009 50 14,840.0 (0.50%)

2010 46 14,780.0 (0.40%)

2
1 18-hole

2 Includes courses added, le
Source:  Nation

e equivalents.
ess courses closed., 2006-20
nal Golf Foundation.

10

Regional Market Trends

Golf demand in Southern California also has increased steadily over the past 10 to 20 years, with strong 

growth occurring since the mid- to late-1980s time period.  At the same time, there was relatively limited ex-

pansion of the inventory of golf facilities.  In the early 1990s, 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 courses and play on daily fee courses in the range of 60,000-80,000 an-

nual rounds.

In response to increasing demand and a static supply situation, a number of golf courses were developed.  

The total number of public golf courses that have opened in Southern California since 1995 is summarized in 

Table IV-4.  As shown, these additions represent a net 31 percent increase in the Southern California public 

golf course inventory.   The Inland Empire (western San Bernardino and Riverside counties) inventory of golf 

courses (60.5 courses) represents 17% of the total Southern California inventory, while this area has ac-

counted for 36% of the additions to the inventory since 1995.  No new golf courses entered the market in 

2010, and none are expected to be added in the Southern California golf market in 2011.
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Table IV-4:  Number of Golf Courses Opened by Year

Los San Inland Santa San Luis

Angeles Diego Orange  Empire1 Kern Ventura Barbara Obispo Total

Year
Up to 1995 40.5 33.0 21.0 44.5   7.0 12.5 6.5 5.0 170.0
1996   0.0   0.0   2.0   1.0   0.0   0.0 0.0 1.5 4.5
1997   0.0   0.0   1.0   1.0   0.0   0.0 0.0 1.0 3.0
1998   0.0   1.0   0.0   1.0   0.0   0.0 2.0 0.0 4.0
1999   1.0   2.0   2.5   2.0   1.0   2.0 0.0 1.0 13.5
2000   4.0   1.0   0.0   5.0   0.0   1.0 0.0 0.0 12.0
2001   0.0   1.0   3.0   1.0   0.0   1.0 0.0 0.0 7.0
2002   0.0   0.0   0.0   1.0   0.0   2.0 0.0 0.0 5.0
2003   1.0   0.5   0.0   1.0   0.0   0.0 0.0 0.0     2.5
2004   1.0   0.0   1.0   0.0   0.0   0.5 0.0 0.0 3.0
2005   0.0   1.0   0.0   0.0   0.0   0.5 0.0 1.0 3.0
2006   0.0   0.0 (  0.5)   0.0   0.0   0.0 0.0 0.0 (    0.5)
2007   0.0   1.0 (  1.0)   1.0   0.0   0.0 0.0 0.0    1.0
2008   0.0   0.0   0.0   2.0   0.0   0.5 0.0 0.0 3.0
2009   0.0   0.0   0.0   0.0   0.0   0.0 0.0 0.0     0.0
2010   0.0   0.0   0.0   0.0   0.0   0.0 0.0 0.0   0.0
Total 47.5 40.5 29.0 60.5 8.0 20.0 8.5 9.5 223.5
Change
(1996-2010)
Number   7.0   7.5   8.0 16.0   1.0   7.5 2.0 4.5 53.5
Percent 17% 23% 38% 36% 14% 60% 31% 90% 31%
1Excludes Coachella Valley.
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Victor Valley Golf Market

The Victor Valley golf market consists of the following facilities:

VVictor Valley Golf Coourse Invenntory

Facility/Location Course Type Year 

Opened

# of 

Holes

Course 

Length* 

Distance 

from Subject

Hesperia Golf & CC/Hesperia Regulation- Muni 1957 18 7006 ---

Ashwood/Apple Valley Regulation-Daily 

Fee

1993/2006 27 4873 4.0 miles

Spring Valley Lake CC/Victorville Regulation- Private 1971 18 6518 5.0 miles

Green Tree Golf Course/Victorville Regulation- Muni 1962 18 6643 6.0 miles

Apple Valley CC/Apple Valley Regulation- Muni 1952 18 6805 7.0 miles

Westwinds Golf Course/Victorville Regulation- Muni 1966 9 3167 10.0 miles

Silver Lakes CC/Helendale Regulation- Private 1975/1978 27 6851 25.0 miles

Sun & Sky/Barstow Regulation-Daily 

Fee

1974 9 3125 32.0 miles

*  Measured in yards from the back teees.

Of the eight facilities, six offer public-access courses, and two are private clubs for members and guests only.   

Two of the public-access courses--Apple Valley Country Club and Westwinds Golf Course--previously were 

private courses which were converted to public courses.  Westwinds was the George Air Force Base military 

course acquired by the City of Victorville which opened for public play in 1996, and Apple Valley Country Club 

was a proprietary (member-owned) private club which was acquired by the City of Apple Valley in 2008.  As of 

mid-June 2011, the City of Victorville elected to close the 9-hole Westwinds golf course, ostensibly due to  

financial operating losses.  The course will be maintained at a minimum level, without any golf operations staff. 

Characteristics of regional public-access golf courses within the Victor Valley are presented in Table IV-5.  A 

summary of greens fees and play levels is shown in Table IV-6.  The following observations are offered:

� The Victor Valley public golf market is highly competitive.  There are a number of well maintained public 

access golf course options available to resident golfers at very affordable greens fees. 

� The primary golf market for Hesperia Golf & Country Club, like virtually all other areas of Southern 

California, has softened considerable over the past 8-10 years, deteriorating markedly over the past 

three years due, in large part, to a foundering residential market and very poor economy characteristic 
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of the Victor Valley and other parts of the Inland Empire.  Over the past several years, golf play is down 

about 20 percent at many courses in the region.

� Historically, the typical pattern of play at the public golf courses in the Victor Valley and Inland Empire 

(including HGCC) has been primarily local play on weekdays with a high percentage of non-local −

primarily areas below the Cajon Pass − play on weekends.  For courses in the Victor Valley, the balance 

of weekend play has shifted somewhat in favor of local play due to the availability of more golf courses 

developed to the Inland Empire which serve Inland Empire golfers below the pass and intercept Los 

Angeles/Orange County golfers.  

� Over the past four years, posted weekday greens fees have generally remained unchanged, with some 

courses reducing and some increasing rates slightly.  Posted weekend rates also have remained 

unchanged or increased negligibly over this period.

� Numerous specials and other discounts have increased in importance in recent years, primarily related 

to weekday play.  Increasingly, frequent player clubs and other loyalty programs have been offered 

which feature discounted greens fees.  As well, the on-line golf discounting services routinely offer 

20-30% discounts, or more, off posted greens fees.

� As a result, the average greens/cart fee declined sharply at most courses between 2001 and 2007, 

showing more pronounced declines between 2008 and 2011.

� Weekend play levels remain moderately strong.  However, there is fierce competition for golf play during 

weekdays.

� Many of the public access golf courses in the region offer seasonal passes or an annual membership 

program.  Typically, these courses offer a range of programs such as 7-day unlimited golf, weekday 

unlimited golf, single memberships, and family memberships in an effort to tailor the offering to 

individual needs.  At most courses, 50-150 such memberships are sold annually.  Unlimited 7-day 

single memberships, including cart, at each of the three municipal golf courses are priced at $175 per 

month, with family memberships, including cart, priced at between $225 and $235 per month.   

� There also are programs which require a nominal annual fee providing greens fee discounts.  In effect, 

these are loyalty programs.  Greens fee discounts generally range from 30 to 40 percent off posted 

rates. 
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1.  Green Tree Golf Course

2.  Spring Valley Country Club

3.  Ashwood Golf Club (Jess Ranch)

4.  Apple Valley Country Club

5.  Westwinds Golf Course

Subject

1

2

3

5

4

Figure IV-1:  Victor Valley Golf Course Inventory
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Table IV-5:  Selected Characteristics of Public Golf Courses – Victor Valley

Course Hesperia Green Tree Apple Valley Ashwood Westwinds

Location Hesperia Victorville George AFB

Course Type Muni  Reg Muni Reg Semi-Pr Reg Daily Fee-Exec Muni Reg

Course Architect Wm. Bell Jr. Wm. Bell Jr. Wm. Bell Sr. David Rainville Robt. Baldock

Owner City of Hesperia City of Victorville City of Apple Valley Pulte Homes City of Victorville

Operator Hesperia Rec Bill Casper Golf Landmark Golf Bill Casper Golf Bill Casper Golf

Year Opened 1957 1962 1952 1993 1966

Number of Holes 18 18 18 27 9

Par 72 72 71 71 36

Course Length * 7006/6740 6687/6365 6805/6477 4800/4400 3248/2800

Rating* 73.4/72.0 71.8/70.2 72.4/70.8 64.0/62.7 72.0/71.2

Slope* 131/128 126/123 131/127 110/105 120/118

Greens Fees

Standard (18 hole)

	 Weekday $17.00 $23.00 $35.00 $25.00 $19.00

	 Weekend $23.00 28.00 45.00 29.00 25.00

Twilight (9 hole)

	 Weekday $12.00 $15.00 $28 17.00 $15.00

	 Weekend $15.00 15.00 35 21.00 17.00

Resident (18 hole)

	 Weekday --- --- $28 --- ---

	 Weekend --- --- 38 --- ---

Seniors (18 hole)

	 Weekday $12.00 $17.00 $30/251 $17.00 $15.00

	 Weekend 17.00 20.00 40/351 20.00 20.00

Cart Fees (per 
player)

$10.00 $12.00 included $12.00 $12.00

Facilities

Clubhouse (sq.ft.) 10,000 14,000 15,000 3,000 3,500

Seating Capacity 125 300 200 50 60

Driving Range yes no yes yes yes

      Lighted no --- no no no

	 Number of Tees 30 --- 15 30 15

Annual Rounds 26,150 30,200 25,000 53,000 20,000

*  Back tees/middle ttees   1/ Non-resident/rresident

Golf Market Overview

Pro Forma Advisors, LLC Page 46 PFAID: 10-181.01

298
City Council 



Table IV-6:  Summmary off Greens Feees and Play LLevels

Greens

(excludi

s Fees 

ng cart)

Golf Course # of 

Holes

Annual 

Rounds

Weekday Weekend

Hesperia 18 26,150 $17 $23

Green Tree 18 30,000 23 28

Apple Valley 18 25,000 35* 45*

Ashwood 27 53,000 25 29

Westwinds 9 20,000 19 25

*  Includes cart

Changes in play levels and posted greens fees over the 2000-2010 time frame provides an indication of the 

strength of the golf market.

Annual Rounds

2000 2004 2010

Hesperia 37,000 38,000 26,150

Green Tree 36,000 33,000 30,000

Apple Valley 20,000 20,000 25,000

Spring Valley Lake 35,000 32,000 30,000

Ashwood 55,000 55,000 53,000*

Westwinds 22,000 22,000 20,000

Total 205,000 200,000 184,150

*  Ashwood added a third nine holes in 2006, inccreasing from 18- to 27-hholes.

Posted greens fees over the 2000-2010 time frame also provides an indication of golf market strength.  Dur-

ing the stronger golf market period experienced during the 1990s, greens fees were escalating at 4-6%, well 

above the rate of increase in the general cost of living.
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Posteed Standarrd Greens Fees

2000 2004 2007 2010

Course WD WE WD WE WD WE WD WE

Hesperia $17 $22 $22 $27 $24 $28 $17 $23

Green Tree 17 20 19 23 21 25 23 28

Apple Valley --- --- --- --- --- --- 35* 45*

Ashwood 15 20 18 23 24 28 25 29

Westwinds 13 18 14 20 16 22 19 25

*  Includes cart.

Golfers routinely have the opportunity to play golf at Victor Valley golf courses, as well as those in other areas 

of Southern California, at substantially discounted greens fees through course offered specials, frequent 

player/loyalty clubs, and independent golf tee time wholesalers who contract with the golf courses to secure 

discounted times.  In stronger golf market periods, the average greens fees per round played typically ap-

proximated the average posted weekday 18-hole greens fees.  In the current market, the average greens fees 

per round is typically about 60-70% of the posted weekday 18-hole greens fees.

Based on available statistical information, coupled with discussions with competitive golf course management, 

the source of market for golf courses in the region is estimated below:

Weekday Weekend

Course Local Non -

Local

Total Local Non -

Local

Total

Hesperia 80% 20% 100% 70% 30% 100%

Green Tree 80% 20% 100% 75% 25% 100%

Apple Valley 90% 10% 100% 85% 15% 100%

Ashwood 95% 5% 100% 90% 10% 100%

Westwinds 95% 5% 100% 95% 5% 100%

The source of market for public-access golf courses in the region has shifted over the past 10-15 years.  

Specifically, during the 1990s, non-local play comprised a larger share of total play at regional courses, par-

ticularly on weekend.  During the earlier period, the limited availability of tee times resulted in golfers electing 

to travel longer distances to play higher quality golf courses at affordable prices.  As new golf courses opened 

in the western sector of the Inland Empire, competition among golf courses and availability of tee times in 

more urbanized areas  increased significantly, and it became more difficult for courses in the Victor Valley to 
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attract golfers from these more distant secondary markets.  Presently, most of the golf play on courses in the 

Victor Valley during weekdays is attributed to local resident golfers, with a modest share non-local golfers on 

the weekends.

Future mid- and long-term growth in regional golf demand will be influenced by population growth, the aging 

of the baby boom segment, propensities and frequency of play, and the health of the economy.  Depending 

on projected demographic shifts, change in propensities to play golf, the future fee structure, changes in the 

inventory of courses, and other such factors, most models predict annualized growth between .5 and 1.5 

percent over the mid- to long-term.

Comparative Course Performance

The comparative performance of the three directly competitive 18-hole municipal golf courses serving the 

Victor Valley for FY2011 (annualized based on 11-month year-to-date actual activity) is summarized in Table 

IV-8.

Table IVV-8:  Comparrative Revenuues at Victor Valley Municipal Courses--FYY2011 

Grooss Revenue (($000) Averrage Revenue/Round

Hesperia Green 

Tree

Apple Valley Hesperia Green Tree Apple Valley

Annual 

Rounds

26,150 32,000 28,600 26,150 32,000 28,600

Gross 

Revenue

Golf 

  Greens Fees $260 $320 $460 $9.93 $10.00 $16.08

  Member Dues 53 100 150 2.01 3.12 5.24

  Cart Fees 199 200 --- 7.62 6.25 ---

  Practice 

Range

36 --- 20 1.36 --- 0.70

Subtotal Golf $547 $620 $630 $20.92 $19.38 $22.03

  Merchandise 27 95 25 1.03 2.97 0.87

  Other 6 30 5 0.23 0.94 0.17

  Total $580 $745 $660 $22.18 $23.28 $23.08
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Golf course maintenance requirements vary considerable on a course by course basis due to course design, 

features, desired quality level, soil conditions, irrigation water quality, and a host of other factors.  It is 

informative to compare the maintenance budgets and the maintenance staffing levels at regional Victor Valley 

golf courses.

Annual Mainteenance Staffin

Course

ng at Selective

es-FY2011 (FT

e Victor Valley 

E)

Regional 

Golf Facility

Hesperia Apple 

Valley

Green Tree Ashwood 

(27 holes)

Superintendent 0.5 1.0 1.0 1.0

Mechanic --- 1.0 1.0 1.0

Landscape 3.0 6.0 6.0 13.0

Total 3.5 8.0 8.0 15.0
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V.  Golf Course Design Options
Based on the characteristics of the Hesperia Golf & Country Club property, and considering market influences, 

a series of golf course development options have been formulated and evaluated. 

Design Alternatives
Given the physical characteristics of the site, there are several basic golf course design alternatives for the 

HGCC, and numerous other permutations or hybrids of the basic alternatives.  The basic options are 

discussed below.

� 18-Hole Regulation Length Golf Course:  Retain 18-hole regulation length golf course in its current 

routing configuration, with modest reductions in turf areas and other appropriate improvements.

� 9-Hole Regulation Length Golf Course:  Convert existing course to 9-hole regulation (or 9-hole 

executive) length course.

� 18-Hole Executive Length Golf Course:  Convert existing course to an 18-hole executive length 

course.

As noted, there are many variations of these basic alternatives, but the characteristics of the permutations 

generally fall under one of the basic layouts.  In all cases, the golf practice facility is retained as part to the golf 

complex, as well as the clubhouse area (clubhouse and cart storage) and maintenance area.  The conceptual 

routing plan for the three basic alternatives is depicted in Figures V-1 through V-3.

The design parameters for each of the alternatives is summarized in the following chart:

Existing 18-Hole 

Golf Course

18-Hole 

Regulation

9-Hole 

Regulation

18-Hole 

Executive

Land Area (acres) 200 140 80 100

Number of Holes 18 18 9 18

Course Length 

(yards)

7,006 7,000 3,500 5,000

Par 72 72 36 62

Practice Range-Tees 30 30 30 30

Annual Water 

Consumption (ac ft)

550 450 230 300

Clubhouse (sq.ft.) 6,500 6,500 6,500 6,500

Cart Storage (sq.ft.) 5,000 5,000 5,000 5,000
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Capital Costs
The capital cost for each of the design alternatives is developed in Table V-1.  For each of the alternatives, the 

intent is to utilize as much of the existing golf course infrastructure and golf course features as possible to 

minimize capital cost, but also with the goal to upgrade the quality of the golf facility commensurate with the 

most competitive courses in the market.  The estimates relate a reasonably comprehensive upgrade of golf 

course features.  An allowance for soft costs at 15% of direct costs (excluding “additional development 

areas”) is included.  

Table V-1:  Hesperia Golf & Counntry Club Capital Cost Estimmates

Caapital Cost ($0000)

Item Component 18-Hole 

Regulation

9-Hole 

Regulation

18-Hole 

Executive

1 Construct 18 Tee Complexes $500 $250 $500

2 Reconstruction of Existing Practice Range Tee 50 50 50

3 Construct New Sand Bunker Complexes 400 200 300

4 Construct New Green Complexes --- --- 700

5 Tree Removal/New Tree Plantings 400 200 400

6 Increased Irrigation Lake Storage 200 200 200

7 Repair Existing Lake Linings/Other 200 100 200

8 Cart Path Modificaitions 200 100 200

9 Maintenance Yard Upgrades 100 100 100

10 Reduce Irrigated Turf Area 200 100 200

11 Clubhouse Improvements 100 100 100

12 Parking Lot Improvements 75 75 75

13 Additional Recreation Development Area Costs --- 1,500 1,000

14 Soft Costs (@15%) 360 220 450

15 Contingency/Other (@5%) 140 75 175

Total $2,925 $3,270 $4,650
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With regard to the clubhouse, the analysis assumes that minor--primarily cosmetic-- improvements to the 

existing clubhouse are completed, although it is likely that a new clubhouse may well be added in a future 

phase of construction.

The cost of improving the 18-hole golf course is estimated at nearly $3.0 million which addresses the golf 

course routing modifications, upgraded golf course features, practice range improvements, irrigation lake 

improvements, minor maintenance facility and clubhouse upgrades, and soft costs.  A scaled-down initial 

capital improvement program which addresses only needed improvements would reduce the overall cost by 

about one-half, or about $1.5 million, but would clearly not have the same impact on improving the golf facility 

condition.  This minimized capital improvement program would defer/reduce some improvements such as the 

tree program, cart path improvements, maintenance yard upgrades, and improvements to reduced irrigation 

turf areas.

The comprehensive capital improvement program related to the 9-hole regulation length golf course 

alternative is estimated at $3.27 million, approximately 10% more than the 18-hole regulation length 

alternative, of which $1.5 million relates to improvements of additional recreation development areas which are 

created by reducing the golf course envelope.  In effect, the land areas vacated by scaling the golf course 

down are assumed to be developed into some form of passive open space/recreation area.

Similarly, the comprehensive capital improvement program related to the 18-hole executive length golf course 

alternative is estimated at $4.65 million, substantially more than the cost of the 18-hole regulation length 

alternative, of which $1.0 million relates to improvements of additional recreation development areas which are 

created by reducing the golf course envelope.  

As with the 18-hole regulation length design alternative, it is possible to scale down the capital improvement 

programs related to the 9-hole regulation length and 18-hole executive golf course options.  However, the 

magnitude of the reduction in costs would be much less with these alternatives as the basic conversion of the 

course design requires a higher level of minimum improvements.

No Golf Course Option

In addition to the golf course design options, the City of Hesperia has the option to eliminate the golf course.  

Most of the golf property lies within the 100-year flood plain such that even if land use entitlements could be 

modified to allow development of residential/commercial uses, the use would not be suitable and/or the cost 

of development would be prohibitive.  There would be a range of recreational uses which may be considered 

on this property if the golf course was removed.  Potential recreational uses would include active recreation 

play fields and day use facilities, passive park/green belt, and passive park/desert landscape.  The passive 

park use would most likely feature a network of trails--equestrian, walking, hiking, jogging, and cycling.

While there may well be a need for active play fields and day use facilities, this form of recreation is costly to 

develop and expensive to maintain and program.  As well, according to the Hesperia Recreation and Parks 
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District, the subject property may not rank high in terms of site conditions, access, and market demographics 

(population density).  A passive park/desert landscape would be characterized by a rustic trail system 

integrated with non-irrigated landscape areas.  This type of recreation would be least expensive to develop 

and maintain, but probably has the least public appeal.  The alternative passive park use, featuring a trail 

network and green belt, would require higher levels of maintenance, and most likely would be better received 

in the community.  It is assumed that the amount of irrigated turf area would be substantially reduced from golf 

course levels.

The “no golf course” option is summarized as follows:

� Total Land Area:                             210 acres

� Irrigated Turf Area:                           40 acres

� Multi-Use Trail Network                  2.5 miles

� Development Cost                         $3.0 million ($15,000 per acre)

� Annual Water Consumption            175 acre feet

� Annual Maintenance                       $200,000 ($5,000 per irrigated acre)

The annual maintenance expense is estimated at $200,000 per year, which is approximately 80% of the 

current golf course maintenance budget.  However, this estimate includes a provision for security and 

administrative oversight.  The annual cost is equal to $5,000 per acre of cultivated turf area, consistent with 

typical costs of open space/park areas.  

Annual Amortization of Capital Costs
Annual amortization of the capital costs is estimated based on a 30-year amortization period and a 6% cost of  

capital:

Alternative Capital Cost Annual 

Amortization

18-Hole Regulation

  Comprehensive Improvements $2,935,000 $213,200

  Minimum Improvements 1,500,000 109,000

9-Hole Regulation 3,270,000 237,600

18-Hole Executive 4,650,000 337,800

No Golf Course 3,000,000 217,900

Design Options

Pro Forma Advisors, LLC Page 58 PFAID: 10-181.01

310
City Council 



VI.  Financial Projections
Financial projections for the basic design alternatives are presented in the following section.  

Projected Stable Year Operating Revenue

18-Hole Regulation Length Alternative

Stable year gross revenue projections for the modified 18-hole regulation length golf course are presented in 

Table VI-1, along with historical actual revenue and comparable market area experience to provide a basis for 

comparison.  The projected performance of the golf course is directly influenced by the level of improvements 

implemented, as outlined in Section V.  The “low” projection, which assumes the course routing is modified to 

minimize irrigated turf areas, relates to a very modest level of improving course features, resulting in a relatively 

modest improvement in the overall golf experience.  The “high” projection, which also assumes the course 

routing is modified to minimize irrigated turf areas, relates to substantial improvements to the golf course 

features and playing conditions, resulting in a significant improvement in the overall golf experience and more 

competitive position in the market.  The values are expressed in constant 2011 dollars, and relate to stabilized 

play levels.   Cost of sales related to merchandise and food and beverage operations is deducted to arrive at 

gross operating profit.

The “low” scenario is based on both a slight increase in annual play (1,850 rounds) and a $2.70 increase 

(14%) in average greens/cart fee, which yield a 20% increase in greens/cart revenue over FY2011.  The “high” 

scenario is based on a 3,850 round increase over current levels, and an increase in the average greens/cart 

fee of $4.70 (24%) from FY2011 performance.  Again, the “high” projection assumes a comprehensive golf 

course upgrade, as well as greater golf course maintenance resources.

Other Alternatives

Table VI-2 presents projected stable year gross revenue projections for the 9-hole regulation length and 18-

hole executive length design alternatives.   The projections for these alternatives assumes that the 

comprehensive capital improvements program outlined in Section V is fully implemented.  The projections for 

the 18-hole regulation length golf course are presented for comparison.  Annual play for the 9-hole regulation 

and 18-hole executive alternatives is projected at 22,000 rounds.  The average greens/cart fee for the 9-hole 

regulation length is indicated at $14.00 per round, equal to about 60% of the 18-hole regulation length 

projection.  The average greens/cart fee for the 18-hole executive golf course is indicated at $18, equal to 

about 75% of the 18-hole regulation length projected average fee.  Cost of sales related to merchandise and 

food and beverage operations is deducted to arrive at gross operating profit.
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Table VI-1:  Projected Stable Year O

L

perating Pro

Length

ojections--188-Hole Reguulation 

Competitive 

Course Avg

Hesperia

Act

a G&CC 

ual

Hesperia

Projec

a G&CC 

cted

Historical 2011 Low High

Annual Rounds 29,030 37,500 26,150 28,000 30,000

Gross Revenue/Round

  Greens/Dues/Carts $20.01 $24.00 $19.56 $22.00 $24.00

  Range 1.03 1.13 1.36 1.50 1.50

  Merchandise 1.70 1.62 1.03 1.50 1.50

  Food & Beverage --- 7.17 6.80 7.00 7.00

  Other --- 0.21 0.23 0.20 0.20

Annual Gross Revenue (000)

  Greens/Dues/Carts $580.9 $900.0 $511.5 $616.0 $720.0

  Range 29.9 42.4 35.7 42.0 45.0

  Merchandise 49.4 60.8 26.8 42.0 45.0

  Food & Beverage --- 268.8 180.0 196.0 210.0

  Other --- 7.9 5.9 5.6 6.0

  Total $660.2 $1,279.9 $759.9 $901.6 $1,026.0

Less:  Cost of Sales

  Merchandise --- --- --- $29.4 $31.5

  Food & Beverage --- --- --- 68.6 73.5

  Subtotal --- --- --- $98.0 $105.0

Gross Profit --- --- --- $803.6 $921.0
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Table VI-2:  Projected Stable YYear Performance By Design Alternaative

18-Hole RRegulation

Low High 9-Hole Reg 18-Hole Exec

Annual Rounds 28,000 30,000 22,000 22,000

Gross Revenue/Round

  Greens/Dues/Carts $22.00 $24.00 $14.00 18.00

  Range 1.50 1.50 1.50 1.50

  Merchandise 1.50 1.50 1.00 1.25

  Food & Beverage --- 7.00 --- ---

  Other 0.20 0.20 0.20 0.20

Annual Gross Revenue (000)

  Greens/Dues/Carts $616.0 $720.0 $308.0 $396.0

  Range 42.0 45.0 31.0 33.0

  Merchandise 42.0 45.0 22.0 27.5

  Food & Beverage 196.0 210.0 150.0 175.0

  Other 5.6 6.0 4.4 4.4

  Total $901.6 $1,026.0 $515.4 $635.9

Less:  Cost of Sales

  Merchandise $29.4 $31.5 $15.4 $19.3

  Food & Beverage 68.6 73.5 52.5 61.2

  Subtotal $98.0 $105.0 $67.9 $80.5

Gross Profit $803.6 $921.0 $447.5 $555.4
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Operating Expenses
Annual operating expenses for each of the design alternatives are summarized in Table VI-3.  The expenses, 

expressed in constant 2011 dollars, reflect a higher level of golf course maintenance resources than currently 

are provided, approaching the level currently provided at Apple Valley Country Club, Spring Valley, and 

Ashwood.  Water and electrical pumping expenses for the 18-hole golf course are reduced in response to the 

reduction in irrigated turf area and water consumption.

The estimated expenses also are based on retention of professional golf course management and assume a 

municipal operation (exempt from property taxes).  In addition to direct operating expenses, an annual capital 

improvement reserve allowance is included and treated as an ongoing operating expense.  There is no 

allowance for City of Hesperia administrative oversight.

Projected Financial Performance
Stable year financial projections for each of the design alternatives is summarized in Table VI-4.  As shown, 

the 9-hole and 18-hole executive golf course design options, on the basis of financial performance, are  

inferior to the 18-hole regulation length option.  There are several factors which produce this result:

� Less-than-regulation length golf courses provide a shorter entertainment experience than 18-hole 

regulation length golf courses.  The shorter the duration of the recreation experience, the shallower the 

market area from which to draw--in effect, the distance golfers are willing to drive is related to the length 

of the golf experience.

� Golfers typically are willing to pay disproportionately lower greens fees for less-than-regulation length 

golf courses compared with the reduction in golf course length/distance.

� Golf courses are primarily fixed cost businesses, and there are many function (golf operations, general 

and administrative tasks) which are reduced little, if at all, by reducing either the level of play of the 

length of the golf course.  As an example, the cost of operating a 9-hole regulation length golf course is 

significantly greater than one-half the cost of operating an 18-hole regulation length golf course.

As noted in the previous section, the “no golf” alternative relates to a green belt-oriented passive park with 

about 40 acres of irrigated turf and a series of multi-use trails.  The development cost of this alternative is 

estimated at $3.0 million, and maintenance/operating expenses are estimated at $200,000 per year.
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Table VI-3:  Projected 

(thousan

Annual Operatin

nds of constant 2

ng Expenses by A

2011 dollars)

Alternative 

18-Hole Reg 9-Hole Reg 18-Hole Exec

Course Maintenance

Salaries and Benefits $210 $130 $185

Services and Supplies 125 65 90

Water and Utilities 78 39 30

Maintenance Equipment 35 25 25

Subtotal $448 $259 $330

Golf Operations

Salaries and Benefits $60 $50 $50

Cart Lease 70 40 50

      Outside Services 50 35 40

Practice Range 5 5 5

Service and Supplies 20 15 15

Subtotal $205 $145 $160

Food & Beverage $80 $80 $80

Clubhouse Undistributed $35 $35 $35

General and Administrative

Salaries and Benefits $90 $90 $90

Insurance 30 20 25

Property Taxes --- --- ---

Advertising and Marketing 15 10 15

Service and Supplies 75 60 60

Base Management Fee 60 60 60

Subtotal $270 $240 $250

Course Capital Reserve $75 $40 $50

Total $1,080 $780 $910
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Table VI-4:  Projectedd Stable-Year Fin

(thousands of 20

ancial Performan

011 constant dol

nce by Design Al

lars) 

lternative   

18-Hole RRegulation

Low High 9-Hole Reg 18-Hole Exec

Gross Revenue $901.6 $1,026.0 $515.4 $635.9

Less:  Cost of Sales $98.0 $105.0 $67.9 $80.5

Gross Profit $803.6 $921.0 $447.5 $555.4

Operating Expenses

  Course Maintenance $448.0 $448.0 $245.0 $330.0

  Golf Operations 205.0 205.0 145.0 160.0

  Food & Beverage 80.0 80.0 80.0 80.0

  Clubhouse Undistributed 35.0 35.0 35.0 35.0

  General & Administrative 270.0 270.0 240.0 250.0

  Total $1,037.0 $1,037.0 $745.0 $855.0

Operating Income ($233.4) ($116.0) ($297.5) ($299.6)

Capital Improvement Reserve 75.0 75.0 40.0 50.0

Adjusted Net Operating Income ($308.4.4) ($191.0) ($337.5) ($349.6)
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The overall projected performance of each alternative, including the annual amortization of the initial capital 

costs, is summarized below:

 Projected Stable-Yea

(thous

ar Financial Pe

sands of 2011 

erformance by

constant dol

y Design Alter

lars) 

rnative   

18-Hole RRegulation

Low High 9-Hole 

Regulation

18-Hole 

Executive

No Golf

Gross Revenue $901.6 $1,026.0 $515.4 $635.9 ---

Less:  Cost of Sales $98.0 $105.0 $67.9 $80.5 ---

Gross Profit $803.6 $921.0 $447.5 $555.4 ---

Operating Expenses $1,037.0 $1,037.0 $745.0 $855.0 $200.0

Operating Income ($233.4) ($116.0) ($297.5) ($299.6) ($200.0)

Capital Improvement Reserve 75.0 75.0 40.0 50.0 ---

Adjusted Net Operating Income ($308.4) ($191.0) ($337.5) ($349.6) ($200.0)

Less: Annual Amortization 109.0 213.2 237.6 337.8 217.9

Net Cash Flow ($417.4) ($404.2) ($575.1) ($687.4) ($417.9)
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VII.  Operating Options

The following section presents a description and information regarding various forms of golf course develop-

ment, management and operations available to the City of Hesperia. Presently, the City has contracted with 

the Hesperia Recreation and Parks District on a short term basis to operate the golf course.  The current 

agreement specifies that all revenues and operating expenses, except where noted, accrue to the District.  

The City bears the responsibility for capital improvements and major repairs, as well as the cost of irrigation 

(water and electrical power for the irrigation system).

Each of the golf course design alternatives involves some level of front-end capital improvements, and each of 

the alternatives has operating expenses which exceed revenues, thus requiring some level of annual operating 

subsidy.

Operating Models

There are three basic golf course operating models available to the City of Hesperia –  facility lease, manage-

ment agreement, and self operation, and a series of hybrid models.  The current short term agreement with 

the Hesperia Recreation and Parks District effectively is a hybrid facility lease, with the District bearing most of 

the financial risk.

1. Facility Lease − Under this option, the golf course is leased to a private golf course operator who 

provides course maintenance, golf operations, and overall facility management services.  The food 

and beverage operation may be included under the golf course facility lease or provided under a 

separate lease to a dedicated food and beverage operator.  The operator's lease payments typically 

are based on a minimum rental payment versus a percentage of golf and food and beverage depart-

mental gross revenue.  The term of the lease is negotiable, although the length generally is related to 

operator capital improvement levels and rental payment terms.  The length of the term generally 

ranges from 15 to 30 years, or more, although if negligible capital investment is required, the term 

may be less than 15 years.   Under a typical facility lease, the lessee receives 100 percent of the 

revenue and is obligated to fund required capital improvements, operating expenses, and a reserve 

for ongoing capital improvements.  As such, the financial risk is largely borne by the lessee.  There are 

approximately 30 golf courses in Southern California which are operated under a facility lease struc-

ture.  

2. Management Agreement − This option relates to a fee-for-service agreement with a Director of 

Golf, General Manager or an outside management company.   Between 2003 and 2007, HGCC was 

operated by Donovan Brothers Golf Management on a management agreement basis, and the Green 

Tree, Ashwood, and Apple Valley facilities are effectively operated under a management agreement.        

Golf and food and beverage functions may be combined or separated, but the structure is the same.  

All functions would be under the authority of the contract golf director, General Manager or manage-

ment firm.  Under a typical management agreement, the facility owner (City) receives all revenues and 
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is responsible for funding all capital improvements, operating expenses, and reserves for ongoing 

capital reinvestment.  The owner (City) pays the operator a fee for management of the facility.  Com-

pensation typically consists of a base fee, plus performance incentives.  While there are many ways of 

structuring incentive agreements, it is generally more effective to key them off gross revenue above 

established threshold levels (not net operating income), with incentive payments equaling anywhere 

from 25 to 100 percent of the base fee.  The management agreement form of operation has becom-

ing increasingly popular in recent years for municipal operations.

A third basic option, City self-operation, exists, but the City of Hesperia has indicated that this form of operation 

is not a viable operating alternative.  As well, there are several modifications or permutations of the two basic 

options under consideration.  These include hybrids such as retention of a golf operations concessionaire on 

either a management agreement or lease concession basis, with contract or city provided golf course 

maintenance.

Traditionally, a common hybrid model consists of a golf operations concession (reservations, greens fees 

collection, starting, pro shop, carts, and range), with either contract or City-provided maintenance.  Examples of 

this type of arrangement are found in the Cities of Santa Barbara, San Clemente, and the City of Los Angeles 

five regulation length golf course complexes.  This model, again a hybrid of the two basic options outlined 

above, also is evaluated below.

All of the operating options require City oversight responsibilities including contract monitoring, budget 

preparation and review, management oversight, and the like.  Although a management agreement offers the 

potential for greater control by the City, this control usually entails a greater level of city oversight responsibilities.

Golf Facility Leases

Table VII-1 presents a summary of golf course “turnkey” lease terms — facilities where all operations are leased 

to a contract operator – for selected California public properties by year negotiated since 1990.  There has 

been limited activity in recent years, with the Oceanside municipal course the only agreement negotiated since 

2005 (The agreement between the City of Pasadena and Brookside Golf Course in Pasadena was renegoti-

ated in 2010).  In general, the facilities are leased to a management company with a minimum lease payment 

versus percentage rents.  The contract specifies performance standards, required capital improvements and a 

range of contractual terms.  It is important to note the agreement date, as the improving economics of the golf 

market and competitiveness in the golf management industry during the 1990-2000 period are reflected in more 

favorable lease terms to the lessor, with the most recent agreements somewhat adversely influenced by soft golf 

market conditions since 2001.

There are more facility leases which exist in Southern California than Northern California due to the much larger 

number of municipal golf courses in this part of the state as well as the decision by Los Angeles County, which 

has 16 golf properties in its system, to lease its facilities.  The facilities shown in the Southern California table 

are representative of the transaction terms normally negotiated.
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Table VI-1 – Percentage Rent Survey by Contract Year, Municipally Owned Golf Courses in California

Initial Cap

Contract Golf Percenttage Rent Investment Term

   Year Course Year 3 Year 6 Year 11 Year 16 Year 21 F&B Merchandise CIP (millions) (years)

1991 Mountain Mead-
ows

35% 36% 38% 40% 40%   8/10%   5% --- $  0.5 10

1991 Simi Valley 30% 30% 30% 30% 30%   5/10%   5%   5% T     1.0 15

1992 Santa Anita 30% 32% 34% 36% 38% ---   5% ---     1.0 28

1992 Costa Mesa CC 30% 31% 32% 33% 33% 11%   6%   5% G     2.2 18

1993 Meadowlark 10% 10% 18% 18% 25%   3%   0% ---     3.5 25

1993 Spring Valley 10.5% 10.5% 10.5% 10.5/15/20% 
13/

10.5/15/20% 
13/

  10.5% 
14/

     10.5% 14/ ---     2.5 30

1994 Lakewood       40% 1/ 40% 40% 40% 40%   8/12%   5% ---     2.4 30

1994 Los Verdes       40% 1/ 40% 40% 40% 40% 10/12%   5% ---     0.8 15

1995 Presidio 30% 35%       37% 8/ 

9/
     37%  8/ 9/      37% 8/ 9/   13% 8/  13%8 ---     7.2 25

1995 La Mirada     40% 1/ 40% 40% 40% 40% 10/12%   5% ---     0.7 15

1996 Crystal Springs 35% 40% 40% 40% 40%   8% 12%   6% 2/ T     2.0 20

1996 Black Horse/
Bayonet

      5% 3/   5%   5%   5%   5%   5%   5% ---     1.6 40

1997 Monarch Bay 25% 27% 30% 30% 30%   5%   5%   2% T     8.1 35

1999 Mile Square 30% 30% 35% 35% 40%   6%   6% ---     7.5 40

1999 Long Beach Muni    30% 4/ 30% 30% 30% 30%   8/12%   8%   11% 7/ G     1.0 15

1999 Victoria 30% 30% 34% 37% 40%   8/12%   5% ---     4.3 30

2000 Ventura Muni 37% 37% 37% 37% 37%   3%   0% --- ---   2

2001 Rohnert Park 13% 14% 15% 20% 20%   6%   6%   3% 5/ T     3.0 30

2001 Metropolitan 15% 18% 20% 23%      25/28% 6/   4%   4%   4%  T     8.0 40

2004 Long Beach      30% 
11/

    30% 1/    30% 1/    30% 1/ ---   8/12%   8% 11% G     2.6 20

2005 Brookside  10   38.4%    38.4% --- --- --- --- ---   4% G ---   5

2007 Oceanside Mu-
nicipal

   20.0%    20.0%    20.0%    20.0%    20.0%    20.0%    20.0% ---         2.0 12/ 30

T = Total       G = Golf Related
  1/ 30% driving range.     
  2/ Declines to 2% in Year 6+.     
  3/ $11 million in pre-paid rent, plus 5% of total gross, less $100,000 per year.     
  4/ 35% carts.     
  5/ Declines to 2% in Year 11.
  6/ Years 21-25 / 26+    
  7/ 10% for capital improvements; 1% for junior golf.     
  8/ Includes supplemental fee.     
  9/ Carts at 27% and driving range at 17%.    
10/ Represents 5-year option period.
11/ 35% on carts; 30% on driving range.     
12/ An additional $2.0 million is proposed in years 5-8.     
13/ Total gross revenue from all departments up to $3.0 million/$304 million/$4.0 million and over.  
14/ Applies to initial 15 years, then to stepped up percentages as defined for golf-related revenue.  Source:   Pro Forma Advisors.
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The various terms of the leases are interrelated and the lease payments must be considered in the context of 

all the terms of the lease.

• Lease Term.  The term of the facility leases shown generally ranges from 15-30 years.  When front-

end lessee capital improvements are required, which generally is the case, the term of the lease must 

be long enough to amortize these capital expenditures.  The length of the term normally is a function 

of the level of capital improvements.  Occasionally a short-term agreement (less than five years) is 

negotiated, but these are generally related to the continuation of an agreement with an operator 

where minimum capital improvements are required or where an option is exercised to extend the 

lease term.

• Minimum Rent.  The minimum rent typically is established at about 75 to 80 percent of the expected 

“percentage rent” amount.  The minimum often is adjusted annually to reflect about 80 percent of the 

average of percentage rents paid during the prior three to four years operation, but never less than 

the preceding minimum rent level.

• Percentage Rents.  Percentage rents vary by golf department, although often a composite rate is ap-

plied to greens fees, cart revenue, and driving range revenue.  Merchandise, food and beverage, and 

other minor departments generally have lower individual percentage rents primarily due to the rela-

tively small operating profit margins on these goods and services.  The percentage rents are a func-

tion of the length of term, required capital improvements, utility sharing agreements, and the replace-

ment reserve requirements.  The rent percentage may increase over the term of the lease.  The higher 

the capital expenditure requirement, replacement reserve, and costs associated with utilities and 

other course operations, the lower the percentage rent structure.  Also, the market strength and po-

tential profitability of the course strongly influence percentage rents.

• Fees and Operating Policies.  Under most municipal facility leases, the lessor (City) retains substantial 

control over setting fees and establishing operating policies.  As well, specific guidelines such as 

maintenance standards are in-place or negotiated as an integral part of the lease terms.  While 

changes in fees and policies normally require City approval, in practice, the lessee has greater influ-

ence in modifying fees and terms which financially benefit the lessee.  Moreover, regardless of the 

rigor of the lease agreement, a number of “gray” areas such as level of course conditioning generally 

remain which often are exploited by the lessee.

• Capital Improvements.  Most facility leases call for capital improvements to be funded by the lessee.  

A list of improvements is specified and a time frame for their implementation is established.  The capi-

tal improvements requirement varies widely for the facilities shown, from less than $1 million to over 

$8 million.

• Capital Improvement Replacement Reserve.  Generally, some provision for establishing a reserve for 

ongoing future capital improvements is stipulated.  The replacement reserve is normally a percentage 

of greens fee revenue, with the percentage depending on anticipated future capital requirements, the 
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age of the course, and the front-end capital expenditure requirement.  Usually, the replacement re-

serve is in addition to percentage rents, but sometimes the reserve funds are credited against rent 

payments.

• Utilities.  Typically, the lessee is responsible for utility costs.  However, due to the high cost of water in 

California, there may be some cost sharing of utilities, or some protection provided the lessee in 

terms of ceilings or caps on utility rate increases.

For facility lease agreements, the market potentials, specific course maintenance requirements, areas of lessor 

/ lessee responsibility, and other contract terms must all be considered in establishing an equitable lease 

structure.  Thus, while the experience of other courses can serve as a general guideline, specific consideration 

should be given to the unique characteristics of HGCC, such as the desirable site and course features, as well 

as needed capital improvements.  Further, the overall objectives of the City will influence the structure of con-

tract terms.

The market for golf leases with municipalities has been substantially affected by the soft golf market condi-

tions experienced over recent years.  The number of qualified investor/operator groups which have an interest 

in such agreements has declined sharply, and the rent structure has generally been modified downward.  In 

many instances, municipalities desiring leases are faced with the option of having to select groups with limited 

experience in exchange for the lessee’s willingness to invest private capital and commit to reasonable rent 

payments.

It also should be noted that with the softening of golf markets in California, there have been a number of initia-

tives on the part of lessees to renegotiate lease terms, particularly relating to courses which negotiated new 

leases in the 1995-2000 period.  Specifically, since 2001 a number of lessees have requested rent adjust-

ments to compensate for declining golf play levels and associated revenues, and to assume continued lessee 

funding for capital improvement obligations.  Crystal Springs in Burlingame, Metropolitan Golf Links in Oak-

land, and Foxtail in Rohnert Park are examples where leases have recently been renegotiated.

In the cases where rent concessions have been granted by the lessor, rent terms have been modified by re-

ducing base and percentage rent levels, with significant increases in potential participation by the lessor in 

revenue above the current threshold.

Management Agreements

Increasingly, public agencies are moving to a management contract approach to operations and maintenance.  

Typically, these agreements have a 5-year term.  As previously indicated, under this structure, the City re-

ceives all revenue and is obligated to fund all maintenance, operating and administrative expenses, including a 

management fee.  The management fee is in addition to all on-site salaries and expenses.

A summary of selected management agreement terms and conditions relating to municipal golf course opera-

tions in California include the following:
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� Green Tree Golf Course, Victorville

� Olivas Links and Buenaventura, Ventura

� Los Robles Golf Course, Thousand Oaks

� Carlsbad Crossings, Carlsbad 

� Green River, Corona

� Black Gold, Yorba Linda

� Resort at Indian Wells, Indian Wells

� SilverRock Resort, La Quinta

� Desert Willow, Palm Desert

� Encinitas Ranch, Encinitas

Summary information is contained in Table VII-2.  Seven of the ten complexes feature 18-hole golf courses, 

while three – Desert Willow, Green River (temporarily 18 holes), and the Golf Resort at Indian Wells – provide 

36 holes.
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Table VII-2 – Management Agreement Terms at Selected California Public Golf Courses

Golf Course Green Tree/
Westwinds

Buenaventura/Olivas 
Links

Los Robles Carlsbad Crossings Green River

Location Victorville Ventura Thousand Oaks Carlsbad Corona

Course Type Mid-market Muni Mid-market Muni Municipal Upscale Municipal Mid-mkt Daily Fee

Number of Holes 18 36 18 18 36

Owner City of Victorville City of Ventura City of Thousand 
Oaks

City of Carlsbad County of Orange

Manager Billy Casper Golf Kemper Sports EAGLE Golf Kemper Sports CourseCo

Agreement Date 2010 2009 2006 2006 2006

Term (years) 5 5 10 5 5

Options Two 5-year One 5-year Four 5-year None None

Options Holder City City City --- ---

Annual Gross Revenue $1,150,000 $4,500,000 $4,000,000 $4,000,000 $5,000,000(36 hole)
Base Annual Fee $126,000 $150,000 $100,000 $100,000 $165,000

CPI Adjusted No Yes 2%/year No Yes

Incentive Structure 10% of gross reve-
nue exceeding $1 
million

5% of gross “golf 
“revenue exceeding 
$4,800,000

12% of NOI1 5.0% of gross  reve-
nue
in excess of 
$4,500,000

None

Management Functions

  Course Maintenance X X X X X
  Golf Operation X X X X X

  Food and Beverage X X X X

Annual Compensation  
  Base $126,000 $150,000 $100,000 $150,000 $165,000

  Incentive --- ---    ---            ---

  Total $126,000 $150,000 $150,000 $165,000

  % of Total Gross Rev 10.9% 3.3% 3.8% 3.3%
Reimbursements None None Accounting None None

Performance/Other Deposit None None None None None
Non-Compete Restrictions None None None None None
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Table VII-2:  (Continued)

Golf Course
Black Gold Golf  Resort at

Indian Wells SilverRock Desert Willow Encinitas Ranch
Location Yorba Linda Indian Wells La Quinta Palm Desert Encinitas
Course Type Upscale Municipal Upscale Municipal Upscale Municipal Upscale Municipal Municipal
Number of Holes 18 36 18 36 18
Owner City of Yorba Linda City of Indian Wells City of La Quinta City of Palm Desert Encinitas Ranch Golf 

Auth.
Manager Kemper Sports 

Mgmt.
OB Sports Landmark Golf 

Mgmt.
Kemper Sports J.C. Resorts

Agreement Date 2006 2005 2004 2006 2002
Term (years) 5 5 5 2 10
Options None None None Two 1-year None
Options Holder --- --- --- City ---
Annual Gross Revenue $5,000,000 $7,000,000 $3,500,000 $7,500,000 $4,500,000
Base Annual Fee $195,000 $120,000 $90,000 $300,000 $150,000 2/

CPI Adjusted Yes Yes No No Yes
Incentive Structure 5.0% of gross reve-

nue in excess of 
$5,800,000, subject 
to maximum of 25% 
of fixed fee

3% of gross revenue 
exceeding gross 
revenue threshold 
($6M) 2

None 5% of gross revenue 
in excess of 
$6,000,000

.75% of gross golf 
revenue
Accounting reim-
bursement
direct

Management Functions
  Course Maintenance X X X X X
  Golf Operation X X X X X
  Food and Beverage X X X X X
Annual Compensation 
  Base $250,000 $120,000 $90,000 $300,000 $162,000
  Incentive           --- 30,000          --- 75,000     35,000
  Total $250,000 $150,000 $90,000 $375,000 $198,000
  % of Total Gross Rev 3.9% 2.2% 2.6% 5.0% 4.4%

Reimbursements None Accounting/Payroll – 
2.0% of payroll

None None Accounting - $24K/
year

Performance/Other Deposit $50,000 None $25,000 None None
Non-Compete Restrictions No None None 2 years None

1/Fee is equal to 12 percent of net operating income (NOI).  NOI is defined as all revenues less expenses (excluding contingent manage-
ment fee and actual capital expenditures.  If NOI is less than $800,000 contingent fee is then 10 percent.
2/ Direct accounting expenses reimbursement in addition to base fee.
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The basic terms and conditions of the agreements are discussed below.

Term

Generally, management terms are five years in length, long enough to allow a firm to amortize its initial efforts 

to establish policies, procedures, and systems, and to ensure sufficient job security for key employees.  

Longer terms offer little advantage to the owner.  The renewal of an agreement typically is for a period of three 

to five years.  The terms may be influenced by conditions dictated by the financing instrument used such as 

tax-exempt bond IRS regulations.  For example, the IRS has a number of stipulations imposed to ensure a 

management contract does not result in private business use of a bond-financed facility.  Among other things, 

the IRS restricts contracts which give the service provider an ownership or leasehold interest or provide com-

pensation for services rendered based in whole, or in part, on a share of net profits from operations of the fa-

cility.  Specifically, the IRS will allow agreement terms up to 15 years, but the structure of compensation is 

specific to the term.  With 15-year agreements, at least 95 percent of the total compensation must be fixed/

guaranteed.  At 10 years, at least 80 percent; and at 5 years, at least 50 percent must be fixed/guaranteed.  

As well, in accordance with IRS regulations, incentive compensation cannot be based, in whole or in part, on 

a share of net profits, and thus must be based on gross revenue or expense thresholds.

The IRS also requires the management agreement to have an agreement cancellation option for the owner, 

typically at the end of three years.  In cases where a cancellation provision is required by the financing author-

ity, management companies have not objected.

Compensation Structure

For moderate volume courses ($2.0-$2.5 million in annual golf/greens, carts, range) revenue, the base fee 

generally ranges from $100,000 to $140,000 per year.  Compensation typically consists of a base, or guaran-

teed fee, plus an incentive fee.  For high volume courses ($3+ million in golf revenue), the base fee generally 

ranges from $150,000 to $180,000 per year for 18-hole courses.  Incentive fees are structured such that ex-

pected performance would result in additional compensation of $40,000 to $100,000.  Total compensation, 

assuming budgets are met or slightly exceeded, for moderate volume 18-hole public courses, generally 

ranges from $130,000 to $160,000 per year.

The compensation noted above relates to agreements where all management staff, including day-to-day ac-

counting, are onsite, and there are no reimbursements for corporate support functions, marketing, or other 

normal offsite management services, including routine travel.  The cost of some extraordinary services (e.g., 

legal, specialty agronomical consulting, etc.) may be borne by the golf course owner.

Incentive compensation normally is  triggered by performance which exceeds predetermined levels  of net op-

erating income (defined as  “earnings  before interest, taxes, depreciation, and amortization,” or EBITDA) or 

gross  revenue.  Since expenses  are reasonably predictable, incentive payments  based on gross revenue ex-

ceeding specified threshold levels are workable.
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It should be noted that golf revenue (greens, carts, and range) has little associated variable cost, whereas 

merchandise and food and beverage have very high variable costs.  Given this, each revenue category should 

be treated independently, such that incentive clauses should more greatly reward extraordinary golf revenue 

compared with merchandise, food and beverage, lessons, and other miscellaneous sources.

Overall, total compensation should represent about 4 percent of total gross revenue.  The 4 percent allowance 

is an industry standard which most professional golf management firms utilize when allocating home office 

services for courses they own and operate.  The City of Victorville agreement resulted in a management fee of 

$126,000 for Green Tree and Westwinds combined, equal to 10.9% of total gross revenue.  This high per-

centage reflects standard management fees (on an absolute dollar basis) and relatively low gross revenue.

It is generally desirable for at least one-quarter to one-third of total compensation to be incentive-based.  

Again, the type of financing may influence the structure of the compensation and limit the portion which is 

incentive-based.

Base Fee Adjustments

In many agreements, the base fee is inflation-adjusted.  This is a negotiable point, and typically relates to the 

structure of incentive compensation, which often serves as an inflation hedge.

Management Services

Offsite management services covered under the management fee include, although are not necessarily limited 

to, the following functions:
• Personnel/Human Resources
• Training
• Payroll and Benefit Administration
• Management Reporting and Accounting Systems
• Internal Audits
• Budgeting Support
• Marketing Support
• Agronomical Support

Typically, all of these services are included under the management fee.  If not, an accordingly lower manage-

ment fee would be expected.

While the management company provides these services, they do so, in effect, as the agent for the City.  The 

City determines the fee structure, establishes policies, and has the right to approve compensation, employ-

ment practices, and other similar items.  Clearly, the management firms provide input and recommendations, 

but ultimately the City retains near-full control over all operating decisions.

Other Provisions

Daily accounting and management system reports are an integral part of the golf course operation.  This daily 

function can be provided on-site by golf course administrative staff, or at the home office of the management 
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company.  When provided by on-site staff, the expense is borne by the course like any other operating ex-

pense.  When provided off-site by the management company, there often is a separate charge to the City, in 

addition to the basic management fee.

There may be other services provided by the management company which are reimbursed by the City sepa-

rately from the management fee.  Examples include travel expenses by home-office management staff, out-

side agronomical evaluations, and the like.  All of these elements of the management agreement are negotia-

ble, and clearly, the overall compensation consists of the sum of the base fee, incentive fee, and reimburse-

ments.

Hybrid Agreements

There are numerous combinations or permutations of the facility lease and management agreement options, 

and often such hybrids involve City-provided golf course maintenance.  The most common hybrid is retention 

of a golf operations concessionaire, with City maintenance.  Examples include Santa Barbara Municipal, all of 

the City of Los Angeles courses (Encino/Balboa, Griffith Park, Hansen Dam, Woodley Lakes, and Rancho 

Park), Harding Park and Lincoln Park in San Francisco, San Clemente Golf Course, Palo Alto Municipal, De-

Laveaga in Santa Cruz, and Bing Maloney in Sacramento.  Under these agreements, all of the maintenance is 

provided by City Parks and Recreation staff, and golf operations – pro shop merchandise, cart rentals, driving 

range, instruction – are provided by a concessionaire.   Food and beverage operations may be provided by 

the golf operations concessionaire, but more often are the responsibility of a separate concessionaire.  The 

responsibilities of the concessionaire and the structure of the golf operations concession agreement vary con-

siderably.  In most cases, the concessionaire is responsible for the tee time reservation system, greens fees 

collections, and starting functions, as well as the carts, merchandise, driving range, and lessons.  However, 

some cities – such as Los Angeles – retain the reservation, greens fees collection and starting functions.

Concessionaires normally pay rent to the City based on a percentage of gross revenue (percentage varies by 

revenue category).  Sometimes, the rent categories are adjusted downward to reflect the concessionaire re-

sponsibility for reservation, greens fees collections, and starting, but in other cases a separate fee is paid to 

the concessionaire by the City for these services.  In these cases, the City receives rent from the concession-

aire, and also pays the concessionaire a fee for services.

Representative golf concessionaire agreements for several facilities are summarized in Table VI-4.  Again, with 

most golf concessionaire agreements, course maintenance is provided by the City, occasionally the course 

maintenance is provided by a private landscape maintenance contractor.  Anaheim Hills and Dad Miller in 

Anaheim, Alhambra Golf Course, Palo Alto Muni in Palo Alto, Diablo Creek in Concord and Modesto’s Creek-

side, Dryden, and Muni courses are examples of courses maintained by private firms.
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Table VII-3 – Regulation Length Public Golf Course Golf Operations Concession Agreements, Selected 
California Courses

Course Santa Barbara 
GC

Dad Miller & Ana-
heim Hills

San Clemente Alhambra Encino/Balboa Rancho Park

Location Santa Barbara Anaheim San Clemente Alhambra (36 holes) Los Angeles

Lessor City of Santa 
Barbara

City of Anaheim City of San 
Clemente

City of Alham-
bra

City of L. A. City of L. A.

Lessee Chris Talerico 
Golf

Bob Johns Golf Dave Cook Jerry Wisz Ready Golf Rancho Golf 
Ctr., Inc.

Agreement Date 2008 2006 2005 1995 2008 2002

Lease Term (years)

 Initial 5 5 10 5 10 15

 Options 1 / 5-year None None 2 / 5-year 2 / 5-year ---

 Discretion City --- --- Lessee City ---

Concession Serv-
ices
 Reservation X X X X O O

 Starter X X X X O O

 Green Fee Collect X X X X O O

 Marshals X X X X O O

 Range X X X X X X

 Carts X X X X O O

 Pro Shop X X X X X X

 Lessons X X X X X X

 Food and Bever-
age

O O X O O O

Minimum Rent $150,000 None n.a. n.a. None $450,000

CPI Adjusted Yes --- --- --- --- No

Percentage Rent

 Carts 36% 80% 20-30%3 10/20/40/40% 36% 35.0/37.5/40.0
%

 Range 36% 49/60%2 25% 20/25/35/45%   5% 7%

 Merchandise   5%/6% 1 6%   5% 0/4/4/4%   5% 7%

 Lessons   5% 0% 10% --- --- ---

 Food and Bever-
age

--- --- 13% --- --- ---

 Liquor --- --- 13% ---   5% ---

 Other 5% --- --- --- --- ---

Investment Re-
quirements

$115,000 None None $500,000 $1,000,000 $2,000,000

Utilities Lessor City Lessee City Lessee Lessee

Incentive / Lessor 
Payments

--- $115,000/yr. + CPI None $34,000/yr. for 
marshal serv-

ices

None None

Reinvestment/
Reserve

None None None None $10,000/year None
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Table VII-3 (continued)

Course Griffith Park       
(36 holes))

Hansen Dam Woodley Lakes Palo Alto Muni Diablo Creek
Creekside/

Dryden/  Muni

Location Los Feliz Sylmar Van Nuys Palo Alto Concord Modesto

Lessor City of L. A. City of L. A. City of L. A. City of Palo Alto City of Concord City of Modesto

Lessee Tom Barber John Wells Golf 
Shops

Golf LA Part-
ners

Brad Lozares Joseph Fernan-
dez

FM Golf

Agreement Date 5/1993 10/1997 10/1997 2003 1998 2000

Lease Term (years)

 Initial 10 10 10 5 5 5

 Options None None Nonre 1-year 2 / 5-year 1 / 5-year

 Discretion Currently 
Mo.-Mo.

Currently 
Mo.-Mo.

Currently 
Mo.-Mo.

City Lessee City

Concession Serv-
ices
 Reservation O O O X X X

 Starter O O O X X X

 Green Fee Collect O O O X X X

 Marshals O O O X X X

 Range X X X X X X

 Carts X X X X X X

 Pro Shop X X X X X X

 Lessons X X X X X X

 Food and Bever-
age

O O O O O O

Minimum Rent $250,000 None $85,000 None None $22,000 (yr. 1)���
$32,000 (yr. 2+)

CPI Adjusted No --- No ---

Percentage Rent

 Carts --- --- --- 60% 35% (0-450K)

 Range 30% 35% 35% 60% 25% (450K+) 10% of total

 Merchandise   5%   7%   7%   4% 30% (0-400K) gross over

 Lessons 10%   7%   7%   0% 25% (6-500K) Year 1  – $   
800K

 Food and Bever-
age

--- --- --- ---   5% (0-500K) Year 2+–
$1,000K

 Liquor --- --- --- --- --- 3 courses com-
bined

 Other --- --- --- --- ---

Investment Re-
quirements

--- $125,000 $200,000 $100,000 None None

Utilities Lessee Lessee Lessee Lessor Lessor Lessee

Incentive / Lessor 
Payments

None None None $322,000 Base 
Fee4

Per Round5 10% of differ-
ence in actual 

gross vs budget

1  5% for years 1-3; 6% for years 4-5.       249% up to $400,000 from both courses/60% above $400,000.       3Years 1-5 at 20%; increases 2% 
points annually beginning in year 6.       4City pays operator base fee, CPI adjusted.  Incentives include $3/rounds above 87,000 rounds, 20% 
cart revenue above $250,000, and range revenue above $440,000.       5$1/round 93,000-98,000; $2/round 98,000-103,000; $3/round 
103,000-108,000; $4/round (108,000+).       Source:   Pro Forma Advisors
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Operating Options Strengths and Weaknesses

The strengths and weaknesses of the basic options are outlined in Table VII-4 along with a hybrid 

structure (assumes pro shop operations concession with private contract maintenance).  Each option 

offers advantages and disadvantages relative to economic performance, city control, maintenance 

and influence on policy-making, more responsiveness of the operator, and efficiencies relating to one 

operating quality, required city involvement, and other factors.

The turnkey facility lease often yields a reasonable financial return to the city and requires the least city 

involvement, but maintenance and golf operations service levels may be below those desired by the 

City.  As well, the city typically relinquishes at least some control over golf practices and policies, 

much of which may be due to contract “gray” areas.  A major advantage of the turnkey operation is 

that normally substantial capital funds can be attracted from the private sector for course improve-

ments, with the amount directly related to the length of the lease term.

A fee-for-service management agreement offers many advantages such as maintaining greater 

authority managing the facility.  Since the city would receive all revenues and expenses under this op-

tion, the financial return to the city may exceed that of a turnkey facility lease, but carries with it addi-

tional financial exposure.  At present, service contracts are more prevalent in the private sector (man-

agement of daily fee golf courses).  However, there is an emerging trend toward this option primarily 

as a result of cities seeking to maintain greater control without giving up the benefits of private sector 

management and operation.

Most of the hybrid models have evolved over time rather than as the result of targeting a specific 

structure.  Many cities preferred to retain the maintenance function within their parks and recreation 

department, but desired the specialization of golf professionals in operations.  Often these 

agreements were modified to better incentivize the concessionaire or for the City to gain more control.  

Hybrid models offer some advantages – primarily the ability to contract with specialists in each 

segment of the operation (i.e., maintenance, golf operations, food and beverage).  However, the 

disadvantages of such agreements are numerous.  Under the hybrid model, it is difficult to attract 

private capital, City control of operations is reduced, the potential for conflicts between 

concessionaires is increased, and required City monitoring efforts are increased.
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Table VII- 4 – Strengths and Weaknesses of Golf Course Operating Options

Facility Lease Management Agreement  Hybrid Agreement 1/ 

STRENGTHS
• Provides strong financial return to 

city.
• Minimizes financial risk.
• Minimizes political influence with 

less direct involvement of City with 
setting fees, policies, and prac-
tices.

• Offers potential benefits in golf 
management expertise and spe-
cialized maintenance support serv-
ices.

• May provide private capital in-
vestment in facilities.

• Provides strong financial return to 
city.

• Provides high level of city control.
• Greater potential quality assur-

ance.
• Opportunity to provide shorter 

term contracts.
• Potentially more compatible with 

multiple operator options.

• Provides opportunity to retain 
specialists in golf operations, 
food and beverage, and mainte-
nance operations.

• Depending on structure of 
agreements, may provide:
–Strong financial return to City.
–Reasonable level of City control 

over rates, policies, and 
practices.

–Downside financial risk protec-
tion.

WEAKNESSES

• Minimum operational and quality 
control.

• May involve long-term commit-
ment.

• Minimizes financial upside.

• Requires more city involvement 
than facility lease option.

• Minimizes private capital invest-
ment in facilities.

• Entails greatest level of city finan-
cial risk.

• Increases likelihood of conflicts 
among concessionaires.

• Reduces opportunity to attract 
private capital due to reduced 
lessee control.

• Increases City monitoring re-
quirements.

1/ Example:  Golf pro shop concessionaire with private contract maintenance.
Source:   Pro Forma Advisors.
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Hesperia Recreation and Parks District

The Hesperia Recreation and Parks District has operated the golf course since its acquisition by the City 

without a subsidy from the City other than the cost of water above the water rights allocation.  The District has  

the advantage of having an administrative structure already in place and other support resources which 

provide some operating efficiencies.  The City has the option to retain the District on a mid- to long-term basis  

under some type of lease or management agreement.   By absorbing much of the typical administrative cost 

and charging only the incremental costs of using their support services, the District can likely operate the golf 

course at little, or no operating subsidy.  

Over the past year, by not allocating any of their administrative/overhead costs to the golf course, the District 

has been operating the golf course with an overall operating budget of just over $500,000 per year.  However, 

this is not a sustainable budget if the goal is to elevate the maintenance and operating standard to a 

reasonable and acceptable level.  As with all of the operating options, it is necessary to set operating and 

maintenance standards, and to retain some control over golf course pricing and policies.

The advantages of utilizing the Hesperia Recreation and Parks District include their knowledge of the market 

area and constituent recreation preferences and needs, the opportunity to integrate golf programs with other 

District recreation programming, strong park maintenance skills and experience, and the presence of an 

administrative and support service function.  The disadvantages, or weaknesses, of continuing with the 

District for operating and maintenance of the golf course include the absence of professional golf course 

management experience, limited ability to raise capital, and, depending on the structure of the agreement, the 

financial risk which the City may be exposed to if there are operating deficits.
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