
C I T Y O F O A K L A N D 

AGENDA R E P O R T ^ ' ?,P, , , , , , 

TO: Office of the City Administrator 
ATTN: Deborah Edgerly 2009 APR 21+ PH 5-^H 
FROM: Audree V. Jones Taylor 
DATE: May 6, 2008 

RE: Supplemental Report and Resolution Authorizing the City Administrator to 
Execute (1) The Third Supplemental Agreement to the Lease between the Port 
and the City and (2) the First Amendment to the Sublease between the City and 
Oakland Golf LLC, which Both Set Forth the Following Modifications 
Regarding the Operation of Metropolitan Golf Links: Up To Five Years of Rent 
Relief Conditional on City Council Approval For Each Subsequent Year, In The 
Projected Amount of No More Than $1 Million, Resulting in a Loss of 
Anticipated Revenue to the Golf Enterprise Fund of No More Than $500,000 over 
the Five Year Period and Other Changes to the Sublease Including Deletion of 
Real Property to Accommodate the Bay Trail, Hiring, Rent Credits, Use of 
Facilities by the City, Navigational Aides, and Administrative Dates of the 
Sublease 

SUMMARY 

At the April 22, 2008 Life Enrichment Committee meeting, the Committee members requested 
that staff provide additional information regarding the following items related to the proposed 
amendment to the City's Sublease with Oakland Golf LLC for the management of the 
Metropolitan Golf Links: 

• Current trends in the golf market and golf industry for the Bay Area and nationwide; 
• Data on Oakland Golf LLC's hiring for Metropolitan Golf Links; 
• Data on the number of participants for Junior golf programs and youth participation at 

Metropolitan Golf Links; and 
• An outline of the process by which the Office of Parks & Recreation will reserve 

Metropolitan Golf Links facilities for the proposed 2 annual tournaments and 12 annual 
events. 

In addition, the Committee requested that the resolution be revised to provide additional detailed 
recitals regarding: 

• A restatement of the requirement that City Council approve any agreements, 
subagreements, or subleases entered into by Oakland Golf LLC ; 

• The contract requirement for monitoring the Ethnicity and Gender of Oakland Golf LLC 
employees at Metropolitan Golf Links; 

• The University of California at Berkeley (UC Berkeley) Practice Facility Non-
Disturbance Clause; 

• Youth usage of the UC Berkeley Practice Facility; 
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• the deletion of two sections concerning rent credits; and 
• Changing the effective date of the adjustments to minimum rent to July V\ to align with 

the City's fiscal year. 

The Committee also altered the "Minimum Rent" section of the proposed Sublease Amendment, 
to require that the five year "Rent Relief request to be brought to the City Council for 
reauthorization annually. 

FISCAL IMPACT 

The revised proposal for Rent Relief for Oakland Golf would result in reduced revenue to the 
City's Golf Enterprise Fund (3200) of approximately $100,000 in FY 2008-09, up to a maximum 
of $500,000 over the five year period. Under the revised resolution, the request for rent relief 
will be required to be submitted for City Council reauthorization each year. There is no negative 
impact to the City of Oakland's General Purpose Fund. The loss in revenue will impact the 
amount of funding available for Metropolitan Golf capital projects. 

Under the current agreement, it is anticipated that Oakland Golf LLC will pay annual rent of 
approximately $430,000 in calendar year 2008, which is based on a combination of Minimum 
Rent ($523,000), Percentage Rent, and allowable rent credits. In addition to Minimum Rent, 
Oakland Golf is to pay Percentage Rent for golf-reiated activities (green fees, pull carts, power 
golf carts, and range), food and beverage sales, retail sales, and services (pro shop, instruction, 
equipment rentals, pay phones, newspaper racks, and other operations). This rent is divided 
between the Port of Oakland and City of Oakland, such that the City's would be $216,000 in 
calendar year 2008. The proposed amendment would reduce the City's share of rent by 
approximately $92,000 in calendar year 2008. 

BACKGROUND 

The Sublease with Oakland Golf was negotiated from 1999-2001, and was executed in August 
2001, at the height of the golf market "boom." The course opened for play in April, 2003. The 
property has not been an economic success, largely due to a soft golf market. 

According to a report by the National Golf Foundation regarding the City of Alameda's Chuck 
Corica Golf Course, most area municipal operators report activity levels that are down by about 
30% since peaking in the 1990s, a trend largely attributed to heightened competition (reports can 
be found on the NGF website at: www.ngf org). Los Lagos (San Jose) and Callippe Preserve 
(Pleasanton) are the newest entrants into the area municipal golf market, and both are high 
quality facilities that have had immediate market impact. The greater Bay Area also features a 
highly competitive daily fee golf market, which has also experienced a decrease in average 
rounds played of about 20% to 30% since the late 1990s. 
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To-date, Oakland Golf, LLC has invested approximately $9.5 million in Metropolitan Golf 
Links, of which $7 million is a bank loan. According to a report commissioned by Oakland Golf 
(attached as Attachment A), the sublease rent structure is the "highest ground lease payments in 
California, if not the nation." In addition, the report states that the performance of CourseCo 
reflects maximization of the current market opportunities, and expenses can not be reduced 
further without materially affecting property performance." 

Additional articles related to the difficulties facing the golf industry are attached to this report. 

KEY ISSUES AND IMPACTS 

The Committee members requested additional information regarding the demographics of the 
employees at Metropolitan Golf Links. Summary tables are included in this report as 
Attachment E. In 2008, 48 percent of employees are Oakland residents. Twenty-seven percent 
are African-American; 38 percent are Latino; 27 percent are Caucasian; three percent are Asian. 

The Committee also requested information regarding youth programming at Metropolitan. The 
table below provides information regarding the youth programs and teams that are active at 
Metropolitan Golf Links. 

Junior Usa 
Organization 

Oakland Turfgrass Education Initiative 

Elmhurst Golf Team 

ACE kids golf 

Junior Tournaments 

Spanish Speaking Unity Council 

Holy Names University 

University of California 

East Bay YMCA 

Oakland High 

Castlemont Golf Team 

Piedmont Golf Team 

Bishop 0 Dowd Boys/Girls 

Laney College 

Chabot College 

Metro Jr. Golf Program 

Total 

ge of Metro in 2007 
students 

30 

6 

10 

40 

12 

6 

16 

40 

6 

6 

10 

24 

4 

4 

50 

264 

Weeks/Events 
10 

16 

16 

3 

4 

25 

25 

2 

6 

16 

16 

16 

20 

20 

48 

Total Usage 
300 

96 

160 

120 

48 

150 

400 

80 

36 

96 

160 

384 

80 

80 

2400 

4,590 
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The Committee requested information regarding how the Office of Parks & Recreation will 
coordinate the use of Metropolitan facilities. Metropolitan Golf Course understands and agrees 
that the Office of Parks & Recreation will utilize Metropolitan banquet facilities 12 times per 
year for events, and the Metropolitan Golf Links two times per year for tournaments. The City 
shall provide 60 days written notice to Metropolitan when applicable of such use, and the Office 
of Parks & Recreation in turn shall request a three-month calendar of events to avoid conflicts in 
schedule. The intent of this sublease amendment is to generate additional revenue for the City's 
General Purpose Fund and as an offset to the reduced rent to the Golf Enterprise Fund. Office 
of Parks & Recreation Central Reservations staff will manage the reservation process similar to 
other shared space (e.g. Jack London Aquatic Center, Dunsmuir House). Details of the 
reservation process will be finalized with Metropolitan Golf Links and the Office of Parks & 
Recreation Central Reservations Unit. 

SUSTAINABLE OPPORTUNITIES 

Economic: Metropolitan Golf Links creates sales tax revenue through green fees, cart rental, 
food and beverage and by drawing visitors to Oakland who might also make purchases at other 
nearby businesses. 

Environmental: Metropolitan Golf Links is a fully-certified Audubon International Cooperative 
Sanctuary. CourseCo is the first golf management firm to receive the Governors award for 
economic and environmental leadership for sustainable practices. 

Social Equity: The Metropolitan Golf Link's Oakland Turfgrass Education Initiative (OTEI) is a 
nonprofit that exposes 80 -100 Oakland youth each year to turfgrass management with the 
objective of helping youth create career paths into industries not currently offered to urban 
youth. In addition. Metropolitan Golf Link's Junior Golf Program offers free golf equipment and 
lessons to children ages 6-17. 

DISABILITY AND SENIOR CITIZEN ACCESS 

Metropolitan Golf Links conforms to the requirements of the Americans with Disabilities Act, 
the Older American Act, and other applicable laws, including having an ADA accessible golf 
cart available on site. 

RECOMMENDATION(S) AND RATIONALE 
Staff recommends that Council approve the resolution authorizing the City Administrator to 
amend Oakland Golf's Sublease to operate the Metropolitan Golf Links, providing Oakland 
Golf with Reduced Minimum Rent for a one-year time period, with authority to review and 
reauthorize the "rent relief period for up to an additional four years. The resolution will also 
authorize the Third Supplemental Agreement between the City of Oakland and Port of Oakland. 
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ACTION REQUESTED OF THE CITY COUNCIL 

Staff requests that Council adopt a resolution to authorize the City Administrator to execute the 
First Amendment to the Sublease between the City of Oakland and Oakland Golf LLC, and the 
Third Supplemental Agreement to the Lease between the City of Oakland and Port of Oakland. 

Respectfully submitted. 

Audree V. Joiiesffayj"** 
Director, Office of Parks & Recreation 

Prepared by: 
Deborah Spaulding, Administrative & Fiscal Manager 

APPROVED AND FORWARDED TO THE 
LIFE ENRICHMENT COMMITTEE: 

F THE CITY ADMINISTRATOR 

Attachments: 
A. Economics Research Associates Evaluation of Lease Terms Metropolitan Golf Links 
B. "The Green Blues," San Francisco Chronicle, Susan Fomoff, March 19, 2006 
C. "Golfers are the Winners as Industry Cup Runneth Over with Courses," 

MarketWatch. Andrea Coombes. July 18, 2007. 
D. "How Golf Went Off Course," The Wall Street Journal Online. John Paul Newport. 

April 2, 2007. 
E. Metropolitan Golf Links Hiring Statistics 
F. Revised First Amendment to Sublease and Operating Agreement between City of 

Oakland and Oakland Golf LLC 

Item: 
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EVALUATION OF LEASE TERMS 
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MARCH 2005 
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METROPOLITAN GOLF LINKS 

EXECUTIA^E SUIS^MARY 

Metropolitan Golf Linlcs was completed and opened for play in April, 2003. The 

facility includes a Johnny Miller championship^lS-hole golf course, a large practice area 

and driving range and a clubhouse with banquet rooms. The course and related 

components are regarded as high-quality and have been very well received by the general 

golfing public as well as Oakland golfers. In addition, the golf course has pro^'ided a 

variety of other benefits to the Oaldand conimunity, including the liighly acclaimed 

Oakland Turfgrass Education h'iitiati\'e. 

Unfortunate] '̂, however, the propeity has not been an economic success largely 

due to softness in the golf market both nationally and regionally. For reasons that are not 

entirely clear, fewer golfers are placing golf and, to make matters worse, more golf 

courses are being built, which is only exacerbating the imbalance between supply and 

demand. This trend has been ongoing for tlie last tliree or four years and there is no 

indication that it will reverse itself in the foreseeable future, if ever. As a result, many 

Bay Area golf courses are experiencing severe financial pressures. 

M.etropolitan Golf Linlcs is no exception. Although initially projected by the 

(City/Port/consultants to do 70,000 rounds per year. Metropolitan will do only 55,000 in 

2uuj. riecause of the heavy fixed costs involved in running a golf course, these missing 

rounds essentially represent the "profit' that the operator had hoped to generate. But after 

three difficult years, it is clear that the profit is not, and \A'il] not be there. Operating 

losses for the first several years aggi'egaie in excess of SI million and these losses are 

projected to continue indefinitely. Unfortunately, continuing to operate Metropolitan 

Golf Links in the red is not a ^'iable option and, therefore, an alternative solution must be 

found. 

To date, the developer/operator of Metropolitan Golf Links has invested in excess 

) of $9 million in the project of which approximately $2 million represents cash investment 
<>~ 
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and $7 million is represented by a loan from Wells Fargo Bank. The facility currently 

does not generate sufficient net income to pay Wells Fargo, let alone a return on the very 

substantial cash investment made by the operator. 

Ha '̂ing analyzed the situation in some detail, it appears that the only solution to 

avoid a default situation with Wells Fargo and to create a long-tenn viable operation is to 

restructure the Lease to allow the operator to continue to operate the property and over 

time recoup its investment. By reducing the amount of rem the operator is required to 

pay the City/Port, sufficient net cash flow becomes available lo pa}' the bank and produce 

a modest return to the operator. 

Attached is a Pro Forma which shows a restructured Lease that allow ŝ the existing 

operator to continue to operate the golf course, pay Wells Fargo, pay reduced rent to the 

City and Port, and eam a modest retum on its original investment. This restructured 

Lease also provides the operator with the resen'es to maintain the property in a qualit}' 

mamier, reinvest to the extent necessary and pro\'ides a realistic incentive to recoup its 

investment over time. 

The developer/operator has retained the consulting firm of Economics Research 

Associates (ER.A_) to review the market, operations, and economics of MetropoHtan Golf 

Links to provide independent, tiiird-party direction on restoring economic viability to 

MetropoHtan Golf Links from the perspective of the operator/tenant as well as the City 

and Port as landlord. ERA is a highly-respected national economic consulting finn with 

a specialty in golf courses. It provides sen'ices to both private golf course operators as 

well as municipal golf course owners. They expect to liave a complete report available in 

.Tanuary and will share this with the City at that time. 

CourseCo is very proud of Metropolitan Golf Linlcs and its contributions to the 

economic and recreational needs of Oakland. We look forvv'ard to working with the 

City/Port to restructure the Lease and restore economic viability over the long term for 

this important community asset. 

CourseCo, hic 2 11/30/05 



TNTRODIJCTION 

Metropolitan Golf Links is an 18-hole regulation length public golf course deveio]:)ed 

on property adjoining Oakland Inicrnaiional Airpon in Oakland, California. The coui-se, 

opened in April 2003, was designed by golf architects Fred Bliss and Johnny Miller, and 

developed on the site of the former City of Oakland Galbraith Municipal Golf Course. The 

new course was developed on a gi'ound sublease from the City of Oakland b)' Oakland Golf 

LLC, which also maintains, operates, and manages the course. The land is owned b}- the Port 

of Oakland and' leased to the City of Oakland which, in turn, subleases the property to 

Oakland Golf LLC. The golf complex consists of the 18-hole regulation length golf course, a 

large practice area and driving range, a clubhouse and banquet room, and other support 

facilities, 

The sublease agreement, negotiated in the 1999-2001 period, was consummated in 

-August 2'OOi. The term of the agreement is 25 years, with three five (5) year extensions at 

the option of Oakland Golf LLC. Importantly., the lease negotiations occurred at the peak of 

the national and Bay Area golf market, 

Between 2001 and 2003, Oakland Golf LLC completed about S9.5 million in capital . 

improvements. This construction effort coincided with an unanticipated sharp downtown in 

the Ba)' Area golf market. The market sofuiess primarih' resulted from a i-eceding Bay .Area 

economy, coupled with the cumulative effects of unprecedented expansion of the public golf 

course inventory wliich began in the mid-1990s, and unexpected reductions in underlying 

golf demand which most analysts attribute to changing j-ecreational preferences and other 

factors adversely influencing the demand for golf 

The combination of a very soft Bay Area golf market and the financial burden of a 

major capital investment at Metropolitan Golf Links has undermined the economic viability 

of Oakland Golf LLC's investment. In response to the deteriorating economics of the lease 

agreement, Oakland Golf LLC retained Economics Researcli Associates (ERA) to conduct an 

independent assessment of the economics of Metropolitan Golf Links' operations and 

Oakland Golf LLC's ability to sustain management and operation of the complex under 

F.coiiomics Research Associates Oitklaiul Golf LLC 
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currenl lease icrnis. The following report presents ER.A.'s analysis and conclusions relating 

to Metropolitan Golf Links' economics and supportable rent structure. 

Economics Research Associates (ERA) is a diversified consuking firm founded in 

1958 which provides a wide range of research services in economics, finance, and market 

analysis. The firm maintains the largest and most experienced golf economics consulting 

practice in the U.S. ER.A's clients include municipalities, othei' publie agencies, public/ 

l^rivate joint ventures, private developers, fuiancial institutions, and golf course operators. 

E R A ' S assignments in the golf industry include market evaluations, financial analysis, 

management/o]3erational audits, clubhouse evaluations, appraisals, and evaluations of facility 

lease arrangements. ERA, with offices in San Francisco, Los Angeles, San Diego, Chicago, 

New York, Washington DC, and London, conducts approximareiy 50 golf-related 

assignments a year, with approximately one half of these services provided to the public 

sector. 

ERA has conducted well over 100 golf assignments in the San Francisco Bay Area, 

representing over 30 public agencies in the region. The firm has extensive historical and 

current knowledge of Bay Area golf market conditions and trends. 

Every reasonable effort has been made in order that the data contained in this study 

reflect the most accurate and timely information possible as of .lanuary 2006, the date when 

primary research was collected for this study, and it is believed to be reliable. This studv is 

based on estimates, assumptions, and other information developed by Economics Research 

Associates from its independent research effort, general knowledge of the golf industry, and 

consultations with client representatives and the golf industry. No responsibility is assumed 

for inaccuracies in reporting by the client. Its agents and representatives, or any other data 

source used in preparing this study. No warranty or representation is made by Economics 

Research Associates that any of the projected values or results in this study will actually be 

achieved. 

ICconomics Research As.socintcs Onklaiul Golf LLC 
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SUMMARY 

• 

Oakland Golf LLC has invested about S9.5 million in developing,Meu'opoiitan 

Golf Links, a municipal golf course serving the East Bay. 

The ground lease between Oakland Golf LLC and the City of Oakland calls for 

the minimum annual rent to escalate to S500,000 by the fourth operating yeai\ 

Percentage rent, if greater than the minimum, would be paid based on an amount 

equal to 15 percent, increasing steadily to 27.5 pcrccni, of golf gross revenue over 

the agj-eement term. 

The lease agreement was negotiated at the peak of the golf industry when 

expectations of growth in population and profitability were unrealistic and 

unsustainable. The rent structure calls for the highest ground lease payments in 

California, if not the nation. 

Coincident with the golf course construction, the Bay Area public golf market 

softened considerably, such that annual play has reached only about 75 percent of 

levels forecast by the Port of Oakland's and the Ciiy's golf consultants ai the time 

the lease agi-eement between Oakland Golf and the City of Oaldand was 

negotiated in 1999-2000, 

The current performance of Oakland Golfs manager, CourseCo, appears to 

reflect maximization of currenl market opportunities, and expenses cannot be 

reduced further without materially affecting property performance. 

Despite capmring a reasonable share of the region's golf play. Metropolitan's 

financial performance in the first three years of operation has not been sufficient 

to fully fund its rent and debt service obligations. 

Assuming the Bay Area golf market begins to firm, annual pla;' al Metropolitan is 

projected to gradually increase from 54,200 rounds in 2005 to a stabilized level of 

62,000 rounds in 2010. Based on these projections, undej- the existing lease 

terms, financial losses of $350,000 to S700,00 per year are forecast over the next 

20 years, totaling more than Si 5 million over the term of the lease. 

Economic viability can only be achieved through substantive lease modifications, 

primarily a reduction in minimum rent and a restructuring of percentage rent. 

Economics Research .\.ssDclatcs Oetklancl Golf LLC 
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The following rem structure would allow Oakland Golf LLC to fund debt service 

obligations whh nominal, if any, return to invested equit>' capital; 

Years 

2006-2015 
2016-2020 
2021-2025 
2026-2030 
2031 + 

Minimum 
Annual 

Rent 

Si 00.000 
200.000 
300.000 
400.000 
500,000 

Vcrccnta 

Greens Fees/ 
Carls/ 
Ranse 

5.0% 
1.5% 
7.5% 

10.0% 
10.0% 

igc Rent 
Food & 

Beverage, 
Merchandise, 

Other 

4.0% 
4.0% 
4.0% 
4.0% 
4.0%. 

• The rent structure also should allow the Cit>' to participate significantly in 

revenues which exceed the baseline projections. The most equitable structure 

. employed by most public agencies is to impose a rent surcharge on revenues 

which are above the level that provides a minimum return to the lessee. In the 

case of Metropolitan Golf Links, for example, a rent surcharge of 10 percent of 

gross golf revenue (greens, carts, and range) exceeding $3.2 million and 20 

percent exceeding $3.7 million per year would be reasonable. The surcharge 

revenue thresholds t>'pically are adjusted for inflation to accommodate increases 

in lessee operating expenses. These surcharges would allow the Cit>- to remain 

whole if at some point in the future, revenues meet original projection levels 

while preventing an}' potential windfall gains by the lessee. 

METROPOLITAN' GOLF LIMCS LEASE SUMIVIAKY 

Oakland Golf LLC prepared its proposal to the City of Oakland for development and 

operation of Metropolitan Golf Links (former site of Lew F. Galbraith Golf Course) during 

late 2000 and early 2001, which led to the lease agreement between the two parties in August 

2001. The Port of Oakland owns the golf property, leasing it to the Cit>' of Oakland which, 

in turn, subleases it lo Oakland Golf LLC. 

A funding and development agreement is an integral part of the sublease agreement. 

The total cost of the golf course development was approximately $14 million, of which $9.5 

million was funded by Oakland Golf LLC and $4.5 million by the City and Port of Oakland. 

Economics Research As.̂ ociates Onklnnd Golf LLC 
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T h e economic terms of the sublease agreement are summarized below: 

Lease Date 
Term Commencement (opening of course) 
Term 
Expiration 
Options (Lessee 's) 

Minimum Annual Base Rent: 

Year 1 
Year 2 
Year 3 
Year 4 

. Y'ear 5+ 

August 24, 2001 
April 1,2003 
25 years 
May 31 , 2028 
Three 5-Year ex tens ions 

$100,000 
300,000 
400,000 
500,000 
500,000 ' 

Greater of S500,000 or 80% of the average annual peicentage rent 
paid in the three preceding years. 

Percentaue Rent: 

Pcrccntaae of Golfl levenue 

Year 

1- 2 
3- 5 
6-10 

!l-!5 
16-20 

•21-25 
26+ 

Golf 
Related 

„ -

15.0% 
17.5 
20.0 
22.5 
25.0 
27.5 

Merchandise 

._. 
4.0% 
4.0 
4.0 
4.0 
4.0 
4.0 

F&B 

.. . 
4.0% -
4.0 
4.0 
4.0 
4.0 
4.0 

Golf Instruction/ 
Otlier Misc. 

. . . 
4.0% 
4.0 
4.0 
4.0 
4.0 
4.0 

"Note: The rent obligation is t he greater of the minimum base rent or sum of 
percentage rents. 

Caphal Improvement Program (CIP) Reserve (percent of golf-related gross 

revenue); 

Yenr 
Percent of Total 
Gross Revenue 

1-2 
•3-4 
5H-

2.0% 
4.0 -

One-half tlie CIP payment is credited against the rent obligation. 

Ecoiiotiiics Research Associates 
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The sublease is a triple-net agreement, with Oakland Golf LLC responsible for all 

taxes, insurance, and propeiiy maintenance, including the cost of irrigation water and.all 

other utilities. 

HISTORICAL OPERATIONS 

Metropolitan Golf Links (Metropolitan) is an 18-hole regulation length golf facility 

located adjacent to Oakland International Airport in Oakland, California. Metropolitan, 

opened in April 2003, was redeveloped on the fonner site of die City's Lew Galbraith 

Municipal Golf Course. The course is a 7,015-yard, par 72 layout designed by golf architects 

Fred Bliss and Johnny Miller. The golf complex includes the 18-hole course, a 37-tee station 

golf practice range (no lights), a 6,500-square-foot clubhouse, and other support facilities. 

Storage for a fleet of 80 carts, is contained in a freestanding 4,000-square-foot -sti-ucture 

located between the clubhouse and practice range. A 4,000-square-foot golf maintenance 

building is located directly northwest of the clubhouse. The golf course is operated by 

CourseCo, a professional golf course management company which operates and manages 12 

golf courses in the State of California. 

Greens Fees 

Greens fees at Metropohtan, excluding cart, for the period 2003-2005 are shown 

below: 

Year 

2003 
2004 
2005 

Monday-
Thursday 

$28 
$28 
$30 

Residents 

Friday 

S50 
$50 

• S50 

Greens 
fexcludin 

Saturday/ 
Sunday 

S60 
$60 
$60 

Fees 
g cart) 

N 
Monday-
Thursday 

S38 
$38 
$40 

on-Residents 
Saturday/ 

Friday Sunday 

$50 $60 
$50 S60 
$50 $60 

Economics Kcscarcli Associates ' Oiikiwul Golf LLC 
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Current greens fees, excluding cart, by type of play are summarized as follows: 

Residents 

S30 
— 
__. 
16 
21 
16 

$50 
„ -

_ . w 

]6 
30 
25 

$60 
— 
2i 
30 
25 

Greens 
(cxcludiii 

Fees 
2. cart) 

Non-Rcsideiits 

$40 
35' 
15 
16 
25 
20 

S50 
35' 
15 
21 
37 
30 

$60 
20 
25 
37 
30 

Monday-Thursday 
Regular 
Senior 
Junior 
9-Hole 
Twilight 
Super-Twilight 

Friday 
Regular 
Senior 
junior 
9-Hole 
Twilight 
Super-Twiligln 

Saturday-Sunday 
Regular 
.luiiior 
9-Hole 
Twilight 
Super-Twilight 

'Tncbdes cart. 

'Cart fees are $15 per player for 18-hole rounds and SlO per player for twilight and 9-hoie 

play. 

Annual Flav 

Annual play at Metropolitan since its opening in April 2003 is summarized as 

follows: 

Annua) Plav 

Year Aetna] 
n-Month 

Annualized 

2003 (9 months) 
2004 
2005 

33,892 
54,839 
54,197 

47,500 
54,839 
54,197 

Play by montli for the 2004-2005 period is shown in Exhibit 1, 

Ecotioimcs Rcscircli A.«ocin(ei 
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Annual gross revenue, b}' depanment, for the 2003-2005 period is sho'wn in Exhibit 2. 

Note that 2003 is a 9-month period. 

Annual sross revenue for 2005 is summarized below: 

Department 

Greens 
Cans 
Range 
Merchandise 
Food & Beverage 
Miscellaneous 

Total 

Gross 
Revenue 

(SOOO) 

$2,053.3 
273.] 
288.3 
222.6 
560.5 
117.S 

$3,515.7 

Revenue 
per Round 

S37.89 
5.04 
5.32 
4.11 

10.34 
2,17 

$64.87 

'Based on 54,197 rounds for specified period. 

Exhibit 2 also shows annual net operating income for the 2003-2005, with the 

expenses displayed in more detail in Exhibit 3, 

Net operating income is expressed before rent, debt service, contribution to the capital 

improvement reserve fund, and income taxes. As shown, annual net income for 2004 and 

2005 is reported in the $600,000-$650,000 range. 

National Golf Market 

Nationwide, golf play increased steadily between the mid-l 980s and 2000. As sliown 

below, during this period, the total number of annual rounds played nationally increased at an 

average rate of 2.1 percent per year. Golf balls sold, perhaps the best indicator of play, 

increased at a similar rate (2.5% per year). This unprecedented growth, in golf play was due 

to a number oT 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. 

Economics Rcscnrcli Msocifltcs Oaklmul Golf LLC 
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Year 
1985 
1990 
1995 
2000 
2001 
2002 
2003 
2004 
2005 

Period 

INDICATORS OF NATIONAL GOLF DEMAND 
1985-2005 

Golf Ball 
Nunit/er Sales 

Rounds of Golfers I*articipation (millions 
(millions) (millions)'^ Rate of dozens) 

365 
400 
420 
518 
5)8 
502 
495 
499 
500 

17.5 
27.8 
25.0 
26.7 
25.8 
26.2 
30.4 
n.a. 
n.a. 

10.2 
13.5 
11.6 
11,7 
li.9 
12.2 

• 12.4 
n.a. 
n.a. 

Averace Annual Growth Rate 

36.0 
42.0 
46.0 
52.2 
50.0 
46.7 
43.4 
44.3 
43.6 

1985-1990 
1990-1995 
1995-2000 
2000-2002 
2002-2005 

^Twelve years oi older. 

Source: National Golf Foundation 

1.8% 
1.0 
3,6 

(1.6) 
(0.1) 

9.7 
(2.1) 

1.3 
5.1 
3.1' 

Golf Bail 
Sales 

Number Participation (millions 
Rounds ftf Golfei"s Rate of dozens) 

l.S 
2.6 

(5.4) 
(2.3) 

Since 2001 > however, golf play (demand) has declined substantially. The National 

Golf Foundation reports that since 2001. annual rounds have declined by 7 percent. Golf ball 

sales, however, have declined by nearly 17 percent since their peak in 2000. The golf 

participation rate (percentage of the population over age 12 playing golf at least once per 

year), after rising steadily through 1997, has generally piatcaued, and average rounds played 

per golfer has fallen off sharply, 

•The increase in golf demand and tire popularity of golf-related housing development 

during the 1990s stimulated extraordinary expansion of tlie national golf course invento:^, as 

summarized below: 
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Number of Golf Course.";' - U.S. 

Vear 

1990 
2000 
2005 

Average 
Annual 
Courses 
Added 

„ . 

311 
192 

Total Golf . 
Courses 

11,105.0 
14,221.0 
15J83.5 

-Average 
Annual 
I'erceni 
Increase 

2.5% 
1.3% 

'l8-iiole equivalents. 

Source: National Golf Foundation and Economics Researcii Associates. 

Thus, over the 1990-2004 period, the inventory of golf courses in the United States 

increased hy 35 percent, v/hile the U.S. population registered only a 19 percent gain, and golf 

demand (play) increased only 25 percent, over this same period. 

The extraordinary increase in the national supply of golf facilities coupled with 

stagnating demand in recent years has resulted in significant weakness in the golf industry. 

Nearly every major golf market in the country has experienced softening conditions since 

2000, manifest by reductions in individual golf course play levels and golf revenues, leading 

to industry economic difficulties, consolidation and, a rapid acceleration of financial failures. 

San Francisco Bay Area Golf Market Ovcndew 

Historically, the Bay A.rea golf market has been very strong with most golf courses 

operating at close to full effective capacity and sustaining greens fee increases well above 

general price inflation. Since the late-1990s, however, this market has softened considerably 

in response to a number of changing conditions: 

• The sharp downturn in the Ba)' Area economy between 2001 and 2003. 

• The dî amatic increase in the supply of public golf courses in the region. 

• Development of high-end daily-fee golf courses located within East Bay and 

South Bay master-planned golf communities, justified by housing economics 

rather than golf market conditions. 

• Fundamental changes in lifestyle and entertainment/recreation pursuits affecting 

the demand for golf 

Economics Ucscarcli Associates OnkUimi Golf LLC 
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Consequently, in the face of flat or declining demand growth, increases in supply have 

resulted in downward pressure on rounds, rateS; and operating margins at viitually energy 

course in the region. 

Comparative data for the State of California and the San Francisco Bay Area which 

shows population to public golf course ratios for the years 1990 and 2005 is presented in 

Exhibit 4. Over the 1990-2005 period, the Bay Area public golf course inventory has 

expanded by 44 percent compared with 18 percent for the State of California. Bay Area 

population has increased only 17 percent over this time frame resulting m a substantial 

decline of nearly 20 percent in the population per golf course such dial the gap in this ratio 

foj- the state as a whole and the Bay .'̂ rea has narrowed considerably. 

Exhibit 5 presents a list of the new public golf courses that have entered the Bay A.vea 

regional market since 1990. As shown, there ai-e 28 new public golf facilities, in addition, a 

large number of existing courses have been substantially renovated during this same time 

period, resulting in added competitive pressures. 

Golf fees (greens^ carts, range and annual play levels for Metropolitan and the other 

nearby East Bay public golf courses are compared in Exhibit 6. .The greens fees structure at 

Metropolitan, which offers City of Oaldand resident and non-residential rates, is coinpetitive 

with the high cost courses in the area (Tilden Park and Monarch Bay), and substantially 

exceeds the entry level courses serving the market. Exhibit 7 compares Meti'opolitan greens 

fees and play levels with die set of high-end daily fee facilities serving the region. • 

Total annual greens fee and cart revenue (the product of annual play and greens/cart 

fees) at Meti-opolitan is consistent with most of the high-quality daily fee facilities scr\dng 

the market. 

As noted earlier, the golf market has receded significantly over recent years. This 

downward trend is clearly evidenced by play levels at selected public golf courses which 

compete directly with Metropolitan; 

Kcoiioinics Rcsenrch A.ssoctRlcs Oakland Golf LLC. 
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Golf Course 

Metj-opolilan 
Chuck Corica (45 holes) 
Monarch Bav(!S-hole) 
Tilden Park 
Skvwest 
Presidio 
Marding Park 

1995 

. . . 
240.000 

75,000 
85,000 
96,000 

—_ 
90.000 

200(1 

220.000 
75,000 
S2,000 
95,000 
76,000 
84,000 

2005 

55.000 
152,000 
55,000 
70,000 
75,000 
65,000 
74,000 

The outlook for the Bay .Area golf market is uncertain at this time, although it appears 

highly unlikely that conditions will return to their peak levels of the mid- to late-1990s in the 

foreseeable future. Weather adjusted, play in 2005 at inost Bay Area courses approximated 

2004 levels despite the solid economic recovery of the Bay Area economy. Most golf 

industry analysts now believe that the positive effects of the aging population (golf 

participation and frequency of play generally increase with age) will be offset by shifts in 

summer preferences for recreation and home golf participation. While golf is unlikely to go 

the way of the tennis industry, it is undergoing fundamental changes in its economic makeup. 

GROUND LEASE COM?ARABLES 

The Metropolitan Golf Links lease is effectively a "ground" lease, not a 'Tacility" 

lease. The primary factor distinguishing a ground lease is that most, if not all, the capital 

improvements are constructed and funded by the lessee. By comparison, under a facility 

lease, the lessee leases already developed improvements, with minimum or no capital 

improvement obligation. Exhibh 8 .presents a summary of lease terms for the five most 

recent public agency ground lease transactions involving 18-hole regular-length courses in 

California, covering the 1994-2005 period. Historically, the economics of golf course 

development have allowed ground lease payments in the range of 10 percent gross revenue in 

strong golf markets, with some higher rates in extraordinary market situations, and often less 

in weaker markets. During the peak 1995-2000 golf period, there was one exceptionally 

high-ground lease negotiated in Orange County (Strawberry Farms), one of the strongest golf 

markets in the country. 

li;conomics Rcsenrch Associntes Oiikldiu! Golf LLC 
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Under the Strawberry Farms lease, percentage rents on golf revenues (greens, carts 

and range) increase steadily from 5 perceni in ihe first 3 years to 7.5 percent in Years 4 and 

5, 10 perceni in Years 6-10, 15 percent in Years ! i-20, uiiimately reaching 25 percent. The 

Metropolitan lease mirrors this transaction, but was even more aggressive, particularly with 

regard to the minimum rent. There was no precedent for the Metropolitan transaction, and 

there has not been an}' transaction negotiated since that even approaches these terms. 

Alternatively, the Metropolitan lease, with an adjustment to translate amortization of 

invested capita! to a rent equivalent, can be compared with facility leases. Typically, in 

strong California golf markets, facilit)' leases which involve minimal lease capital, call for 

rents of 30-35 percent on golf (Greens, carts, range) revenue, and 5-8 percent on merchandise 

and food and beverage sales. Amortization of the approximate S9.5 million Oakland Golf 

LLC investment at an 8 percent cost of capita! and 30-year amortization period is equal to 

about $975,000 per year, equal to about 37 percent of 2005 golf revenue at Metropolitan. 

Thus, even with no rent included, the rem equivalent at Metropolitan exceeds even the 

highest percentage ground rents paid on California municipal facilit>' leases. 

IMPRO>aiVG NET OPER.ATING INCOME 

Some modest improvement of Metropolitan Golf Links revenues is anticipated as the 

Bay Area economy continues its recovery and there are fewer additions to the golf courses 

serving the market area. However, the well documented decline in the underlying 

flindamentai demand for golf will dampen demand in the overall public golf market and 

grouth opportunities for Metropolitan and other area courses. 

The projections reflect solid, steady improvement in revenues as play is projected to 

increase gradually from 54,200 in 2005 to 62,000 rounds by 2010. While increases beyond 

this level are possible, such increases are highly speculative. Current greens fees at 

Metropolitan appear to be at market levels such that any fee increases would likely be fully 

offset by reduction in play levels. 

Operating expenses (maintenance, golf operations, and general and administrative 

expenses) are at or below comparable courses (see Exhibit 9). Reduction in these expenses 

Economics Research Associates Oakland Golf LLC 
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most likely would result in deteriorating course conditions, deferred maintenance, and lower 

golf service levels, and would be counter-productive to maintaining, much less increasing., 

market share. 

BASELINE FINANCLAL PROJECTIONS 

.Annual fniancial projections for Metropolitan Golf Links over the 2006-2043 period 

ai'e presented in Exhibit 10. The principal factors and assumptions underlying the projections 

include; 

• Annual rounds increase steadily from 54,200 in 2006, to a stabilized level of 

62,000 in 2010. 

• The average greens fee remains at S37.50 per round for 2006 and 2007, escalating 

by 2.0 percent per year through 2010, and 3,0 perceni thereafter, 

• Other operating revenues per round of golf remain al 2005 levels, plus inflation 
escalations of 3.0 percent. 

• Operating expenses remain near 2005 levels, plus annual 3 percent escalations, 

• A management fee is included at 5.0 percent of gross revenue. 

• Capital improvement program replacement j-eserve contributions by Metropolitan 

Golf Links equal 2.0 percent of gross revenue for 2006, increasing to 4.0 percent 

thereafter (one half the contribution is credited against rent), 

• Annual debt .service relating to the $7.0 million existing long-term debt liabilities 

is approximately $562,000 per year for the 2006-2010 period. The $6.25 million 

principal remaining at year-end 2010 is assumed to be refinanced at 9.0 percent 

interest over 20 years (S675,000 annual debt service). 

• Oakland Golf LLC equity capital, including negative retained eaj-nings, currently 

is approximately S2.5 million. 

• Projections are prepared based on the current rent structure to the City of Oakland 

(see Exhibit H). 

Economics Kcscaicli Associates Oakland Golf LLC 
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As shown in Exhibit 10, fmancial losses (negative net cash flow) of S350,000 to 

$700,000 per year are incurred through the balance oi the least term, totaling over $15 

million, after rent payments and debt service, 

MODIFIED RENT STRUCTURE 

The following modified rent structure would allow Oakland Golf LLC to fund reiu 

and debt service obligations: 

Period 

2006-20)5 
2016-2020 
2021-2025 
2026-2030 
203 H 

Annual 
Minimum 

Rent 

SI 00.000 
200.000 
300,000 
400,000 
500,000 

Percentaffe Rent 
Golf' 

5.0% 
7.5% 
7.5% 

]0.0% 
10.0% 

Olher' 

4.0% 
4.0% 
4,0% 
4.0% 
4.0% 

'Greens, cans, and range. 
•^Merchandise, food and beverage, rentals, other. 

Based on this revised rent structure, financial projections are presented over the 

balance of the lease term in Exhibit 12. These projections indicate that over the 2006-2030 

period, rent and debt ser\'ice are fully funded, with nominal cash flow accruing to Oakland 

Golf LLC. Upon full amortization of the development loan in 2030, additional cash flow 

accrues to Oakland'Golf. 

Overall, the return on Oakland Golf Group LLC's invested equity capital is calculated 

at 5.9 percent, significantly below the 15 percent target retum required for s golf 

development of this type. 

The rent structure also should allow the City to participate significantly in revenues 

which exceed the baseline projections. The most equitable structure employed by most 

public agencies is lo impose a rent surcharge on revenues which are above the level that 

provides a minimum return to the lessee, hi the case of Metropolitan Golf Club, for example, 

a rent surcharge of 10 percent of gross golf revenue (greens, calls, and range) exceeding $3.2 

million and 20 percent exceeding $3.7 million per year would be reasonable. The surcharge 

Economics Rcscaicli Associates OiikliinelGoifLLC 
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revenue thresholds typically are adjusted for inflation to accommodate increases in lessee 

operating expenses. These surcharges would allow the City to remain whole if, at some point 

in the future, revenues meet original projection levels while preventing any potential windfall 

eains by the lessee. 
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Exhibi t 1 

M E T R O P O L I T A N G O L F L I N K S 
Rounds by Mon th 

*16?i35 

Month 2004 2005 

January 

February 

March 

./Vpril 

May 

.Tune 

.luly 

.August 

September 

October 

November 

December 

4,173 

4,128 

5,406 

5,196 

5,135 

4,842 

5,353 

4,477 

4,698 

4,274 

3,S24 

3,7S4 

3,766 

5,440 

5,122 

4,621 

4,655 

5,476 

5,123 

4,760 

4,418 

4,059 

2.963 

Total 54.839 54J97 
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Exhibit 2 

METROPOLITAN GOLF LINKS NET OPERATING INCOME 
BEFORE RENT, DEBT SERVICE, AND CAPITAL IMPROVEMENTS 

2003-2005 
(Thousands of DoUars) 

Gross Revenue 
Greens Tees 
Carts 
Range 
Merchandise 
Food and Beverage 
Other' 

Total 

Cost of Sales 
Merchandise 
Food and Beverage 

Total 

Gross Operating Profit 

Operating Expenses 
Maintenance 
Golf Operations 
Clubhouse Undisu'ibuted 
Food and Beverage 
Genei-al and Administrative 

Total 

Net Oneratiiia Income 

2003 
(9 Months) 

SI 354.4 
205.0 

51.3 
90.0 

129.3 
15.0 

$1,715.7 

53.0 
43.0 

$ 96.0 

Sl,749.0 

645.9 
330.1 

10.0 
107.8 
501.6 

Sl,595.4 

$ 153.6 

2004 

$2,015.2 
300.7 
303.2 
201.2 
451.8 

44.1 
53,316.2 

142.1 
143.4 

S 285.4 

$3,030.8 

908.7 
462.1 
44.1 

275.8-
707. J 

$2,397.8 

$ 633.0 

* ,005 

$2,053.3 

S3 

¥ 
$: 

$: 

s 

273.1 
2S8.3 
222.7 
560.5 

41.6 
,439.5 

141.8 
143.3 
285.1 

,154.4 

798.8 
383.0 

35.8 
224.5 
636.3 

.,078.4 

617.5 

'includes net lessons revenue. 

—^ 



#i633S 

Exhibit 3 

METROPOLITAN GOLF LINKS NET OPERATING EXPENSES 
2003-2005 

(Thousands of Dollars) 

Item 

Maintenance 
Payroll and Benefits 
Services and Supplies 
Water and Utilities 
Equipment 

'fotal 

Golf Operaiions 
Payroll and Benefits 
Carl Expenses 
Cart Lease 
Range Expenses 
Services and Supplies 

'fotai 

Clubhouse 

Food and Benefits 
Payroll and Benefits 
Services and Supplies 

Total 

General and Administrative 
Payroll and Benefits 
Insurance 
Marketing/Promo/Advertising 
Property Taxes 
Credit Card 
Services and Supplies 
Management Fee 

Total 

Total 

. 1003 
(9 Months) 

S 

¥ 

$~ 

s 

I 

$ 

375.3 
200.1 

70.5 
— 

645.9 

203.7 
25.5 
31.7 
19.9 
39.3 

320.1 

30.0 

92,7 
15,1 

107.8 

118.4 
13.3 
83.7 

— 
28.0 

146.7 
101.5 
491.6 

$1,595.4 

% 

s" 

f 
• $ 

i 

$ 

2004 

469.1 
195,7 
75.6 

168.3 
908.7 

307.6 
22.2 
77.0 
19.3 
36.0 

462.1 

44.1 

. 
216.5 

59.3 
275.8 

154.4 
35.9 

lOO'l 
7.2-

32.9 
194.4 
182.2 
707.1 

$2,397.8 

S 

$" 

¥ 
$ 

¥ 

• J 

ims 

485.0 
,218.9 

83.5 
170.7 
958,] 

295.8 
23.0 
56.9 
13.8 
60.6 

450.1 

43.1 

225,1 
57.0 

282,1 

178,1 
30,6 

119.4 
6,9 

47.0 
173.6 
193.7 
749.3 

$2,482.7 
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Exh\bH4 

COMPARISON OF POPULATION TO GOLF COURSE RATIOS 
Stale of California and San Francisco Bay Area 

1990-2005 

Year 

1990 

2005 

Increase (Decrease) 

Number 
Percent 

Popu 
(mill 

Bay Area 

6.02 

7.09 

1.07 
17.7% 

ittioft 
ions) 

CaUfornia 

29.34 

36.81 

7.47 
25,5% 

Nuni 
Ptihlic 

ler of 
Access 

Coir Courses' 

i!aj- Ai'ca 

63 

91 

28 
44.4% 

Cahfoniin 

330 

485 

155 
46.9% 

ropuiafion per 
18-llole Golf Course 

Bay Area California 

95,600 88,900 

77,900 75,800 

(17,700) (13,100) 
(18.5%) (14.8%) 

I S-hole equivalents legulatJon-length comses. 



Exhibit 5 

DISTRIBUTION OF NEW PUBLIC-ACCESS GOLF COURSES BY TYPE. SINCE 1990 
NINE COV^rV SAN FRANCISCO BA V AREA 1/ 

Course Name. Lncatinn 

Rancho Solano. Fairfield 

Adobe Creek. Peialuma 
Oakiiursi. Clayton 
Paradise Valley. PairHeld 

BlueKock Springs East. Vailcjo 

Brentwood. Breniwood 

Mclnnis Park. San Rafael 

Hiddenbrooke, Vallejo 

Rio Vista, Rio Vista 
Popp}' Ridoe, Livenjiore 

San Juan Daks. Holljsier 

Ocean Course, Half Moon Bav 

Rooster Run, Peialunia 
Cinnabar Hills. San Jose 

Wente Vineyards. Livermore 

Eagle Ridge. Gilroy 
Coyote Creek. San .lose 

K4ission Hills, Hayward 
The Bridges, San Ramon 

Mare Island, Vallejo 

StoneTrce, Novmo 

Roddy Ranch. Antioch 
Shadow Lakes. Brentwood 

Las Lagos. San Jose 

Deer Kicige. Brentwond 
Dublin Ranch. Dublin 

Metropolitan, Oakhind 
C:illippf I'rcservt. I'leasantoii 
Ncu' Courses {J S-H Equivaients) 

%New Courses in Golf Communities 

Total Public GolfCourse Supph' 

New Courses as % of Total Supply 

# o f 
Holes 

IS 

18 

18 
IS 

JS 

27 

9 

IS 

18 

27 

18 

IS 

18 
27 

18 
18 
!S 

9' 
18 

. 18 

18 

18 

18 

IS 
!8 

18 
IS 

•18 
2S.5 

91.0 

3 1 % 

^'ear 

Opened 
1990 

1990 
1990 

1993 

1993 

1994 

1994 

1995 

1996 

1996 
1997 

199? 
199^ 

] 9 n 

1998 
1999 

1999 

1999 
1999 

2000 

2000 

2000 
2001 

2002 
2003 

• 2003 
2003 
2005 

Golf Course 

.^rchitect 

Gary Roger Baird 

li.T. .iones 11 
Ron Frcam 

R.M. Graves 

R.M. Graves 

Ted Robinson 

Fred Bliss 

Arnold Palmer 

Ted Robinson 

Rees.lones 

Couples / Bates 

Anhui- Mills 

Fred Bliss 
,lohn Harbonls 
Greg Norman 

Miller / Fream 
Jack Nicklaus 

NA 

Millar/ Graves 

Robin Nelson 

Miller/Taium/Bliss 

J. Michael Poellot 

Gar>' Roger Baird 

J- Michael Poelloi 
NA 

Rnott. Brooks, Linn 

.lohnny Miller 
JMPGolfDesign 

Course 

I'ositionino 
Mid-Market 

Upscale 

High-End 

Mid-Market 

Mid-Markel 

Upper Mid-Mkt 

Mid-Market 

High-End 

Upper Mid-Mkt 

Upper Mid'Mkl 

Upscale 

High-End 

Mid-Market 
High-End 

High-End 

High-End 
High-End 

Mid-Market 

Pligh-End 

Mid-Market 

High-End 

Upper Mid-Mkt 

Upper Mid-Mkt 
Mid-Markel 

Upper Mid-Mkl 
Upper Mid-Mkt 

Upper Mid-Mkt 

Upper Mid-Mkt 

Golf 

Conimiinitv? 

\ ' t s 
Yes 

Yes 
No 
No 

Yes 

No 

Yes 

Yes 

No 
'I'es 

Yes 

N o 

• N o 

Yes 
Yes 

>io 

No 

Yes 

Yes 

Yes 

Yes 
Yes 

No 
Yes 

Yes 
No 

No 
17.0 

6 1 % 

1/ San Francisco. San Mateo, Santa Clara, Alameda, Contra Costa, Solano, Napa, Sonoma, and Marin Counties 
Source; Economics Research Associates 



Exhibit (i 
SUMMARY OF FEES AT SELECT 18-HOLE PUBLIC GOLF COURSES IN THE EAST BAY 

IS-HOLE COURSE: 

Mdhdiiv - Thiirsilav 
fvcgiiiai' Rcsidciii 
Regular Non-Rcsidcnl 

Scmor Resident 
Senior Non-Rcsident 

hiiuor Rcsitlcnl 
.liniiov Nnn-Residcni 

fwitiglu Resident 
'I'wilighl Non-Rcsidcni 

L;ilc'l wilighi Resident 
Late Twiliglii Non-ltcsidcnt 

r-larly Bird 9, Resident 
Early Bird 9, Ision-Rcsidenl 

!) 1-lolcs, Resident 
^ Holes. Non-Rcsidcni 

F^ida^': 
Regular Resident ' 
Rcgidar Non-Rcsideni 

Senior Resident 
Senior Non-Residcni 

.Umior Rcsiclcnl 
Uiiiior Moii-Rcsidcnl. 

Iwilighl Resident 
Twilight Non-Rc.';idcjil 

LjilcTwiligluRcfidcni 
kaicTu'Dighi Non-Rcsidcji! 

9 Moles. Resident 
9 Hole.s-. Noj)-Re.s'irie;i! 

VVeckenth and Holidnvs: 
Regular Rc-iideiii 
Regular Non-Residenl 

T»'f!igh( Rcsidcnl 
Twilight Non-Rcsidcnl 

Laic Twilight Resident 
Late T\viiin|)i Non-Resideiit 

f'ariy Bird 9, Resident 
Rarly Bird 9. Non-Rcsldent 

9 J-Iaies, Resident 
9 Holes, Non-Resident 

L- Cltabm 

$22 
S26 

S!7 

$5 
S5 

%\5 
SilS 

-

• 

-

:t22 
S22 

S:i7 
S!7 

-

S20 
,$30 

-

-

S.IO 
.1:37 

S20 
$30 

-

-

_ 

Sk^'wcsi 

S24 
S28 

SIS 
S21 

SlO 
JilO 

.i;i9 

.?I9 

$19 
$19 

S15 
$15 

$17 
$19 

$24 
S2S 

$ia 
S2! 

SlO 
SlO 

$19 
JJ9 

$19 
$19 

S24 
S2S 

S3 3 
S3 7 

%\9 
$19 

$19 
S19 

$19 
$19 

• $22 
$24 

C. Corica 

.$23 
$30 

$1S 
$23 

$! 
$8 

$18 
$23 

$13 
$16 

$16 
$20 

-

$27 
,$35 

-

-

$19 
,$25 

$14 
$!S 

-

.$27 
$35 

$J9 
$25 

$M 
SIK 

$IS 
$23 

-

Tilden I'nvk 

.$32 

.$32 

-

$5 
.$5 

$23 
$23 

$16 
$l(i 

$16 
$16 

-. 

$47 
$47 

-

$5' 
$5 

$25 
$25 

$16 
5)6 

-

%5$ 
$55 

,$29 
.$29 

$)6 
$16 

.$23 

.$23 

. 

Mon. Biw 

.$27 
,$32 

.$20 
$27 

$10 
$10 

$20 
$22 

$15 
$15 

$15 
$15 

-

.$27 

.$32 

$27 
$27 

$10 
$10 

$20 
$22 

$15 
5)5 

-

$35 
$55 

,$2? 
.$29 

$19 
$19 

$19 
$19 

-

Meiropol. 

%3i\ 
.$40 

.$35 
$35 

$15 
$15 

$21 
$25 

$16 
,$20 

$16 
$16 

$16 
$16 

$30 /$50 1/ 
$50 

.$35 
$35 

$15 
$15 

.$30 

.$37 

$25 
$30 

$16 
,$21 

2/ $60 
$60 

$•30 

$37 

.$25 

$30 

.$21 

$25 

$21 

$25 

1/ $30 rate offered before lOam 

.2 /Avai lable before 7;30am nnd after 12 pm 



Exliibh (i (Cfjntiniied) 
SUMMAIIY OF 1-EES AT SELECTED PUBLIC GOLF COURSES IN THE EAS'F BAY 

|;-]Jole CQUI-SC'̂  
')-]•] Course Par / Yardage 

9-llOLK COURSF RAl ES: 

Regnlar Weekday 
Regular Wcclccncl 

Senior Wcc(;djiy 
Senior Weekend 

Replay Wcckdaj' 
Replay Weekend 

Senior Weekday Rq^lay 
Senior Weekend Replay 

.lunior Resident 

.hinior Nmi-Residciit 

CARTS (PER PERSON): 
Ksgniar Carl 
Tivilighi Csn 
Seiiio)'Weekday Can 
Siiijjlc Rider 

MONTHLY PASSES: 
Res idem 
iscsidcnt Senior 
Ntiii-Rcsidenl 

RANGE BALES: 
Small 
Med inn J 
Large 

AvG. i'liec / Ball 
Small 
Mcclnim 
Large 

Annual Hounds 

L, CI\alioI 

Yea 
27/1040 

-

-

-

$4 
$4 

$13 

$15 

-

$4 (35) 
$6 (60) 

$o.n 
$0.!0 

50,000 

Skv we'll 

No 

-

-

-

-

-

,$14 
$14 
$12 
$14 

• -

$5 (50) 
$8(100) 

$10(150) 

$0.10 
$(IM • 
SO.07 

C. Coricii 

Yes 
27/ 11.33 

$9 
$11 

$7 

$7 
$7 

$6 

.$1 
$4 

S14 
SI4 
$11 
SIS 

$100 
$85 

130 + .$3/Rd 

$4 (33;) 
$6 (56) 
$8 (99) 

$0.12 
.$0.09 
$0.08 

I52.00D 

rildcn I'ark 

No 

-

-

• 

-

-

$15 
$11 

$15 

$R0 
$80 

$5 (45) 
.$7 (63) 

. $9 (93) 

$0.11 
$0,11 
$0,10 

73.000 

Mon. Bav 

Yes 
30/ 1734 

$14 
$18 

SiO 

$f. 
$8 

-

$5 
$5 

$13 
.$10 

$13 

-

$5(40) 
$8 (90) 

$10(130) 

$0.13 
$0.09 
$0.08 

130.000 

Mctionol. 

No 

-

-

-

-

-

$15 
$15 

$15 

-

$4 (25) 
$8 (80) 

$10(1001 

$0.15 
$U(0 
$0.10 

55.000 

1/ Rcgnlar Can: $13 per person. Twilight Cart: $10 per person 
Sciorcc; hidi-\'idual Facilities 12/2005 

0 



w 
Exliihi( 7 

OVERVIEW OF UPSCALE, PUULIC-ACCESS GOLF COURSES ir^ HIE BAY AREA 

^16325 

Facility Name 

Metropolitan 

Presidio 

Harding Park 

Ocean Course 

Links Course 

Wente Vineyds. 

Poppy Ridge 

Canyon Lakes 

The Bridges 

Hiddenbrooke 

Silverado 

Ciiardonnay 

Bodega Harbour 

Stone Tree 

Cinnabar Hills 

Coyote Creek 

Eagle Ridge 

San Juan Oaks 

CaJlippe Preserve 

*Per 18 holes. 
'Resident/nonresident 

Location 

Oakland 

San Francisco 

San Francisco 

Half Moon Bay 

Half Moon Bay 

Livermore 

Livermore 

San Ramon 

San Ramon 

Vallejo 

Napa 

Napa 

Bodega Bay 

Novate 

San Jose 

San Jose 

Gilroy 

San Juan Bautista 

Pleasanton 

^Monday-Tuesday/Wednesday-Tlnir.sday. 

Vear 
Opened 

2003 

1895 

2004 

1997 

1973 

1998 

1996 

1987 

1999 

1995 

'55/'67 

:9S7 

1977 

2000 

1998 

1999 

1999 

1996 

2005 

No. 
of 

Holes 

18 

18 

18 

18 

!8 

18 

27 

18 

18 

18 

36 

J 8 

IB 

18 

27 

35 

18 

18 

18 

Course 
Architect 

Bliss/Miller 

R. Johnstone 

PGA Tour 

Arthur Hifis 

Arnold Palmer 

Greg Norman 

Rees Jones 

Ted Robinson 

Milier/Graves 

Arnold Palmer 

R.T. Jones 11 

Algie Pulley 

.R.T. Jones]] 

Milier/Fream 

John f{arbottle 

JackNicklaus 

Miller/Pream 

Couples/Bates 

Brian Costelf 

Appio.x. 
duhiion.se 
Size (s().rt.) 

6,500 

{3,000 

12,000 (ii/c) 

S,500 

Siiared bidg. 

5,000 

10,000 

7,000 

14,000 

14,000 

<L'100 

1,7,000 

5,000 

21000 

15,000 

12.000 

16,000 

19.000 

7,400 

Carf 
Fees 

$)5 

$18 

S13 

hid. 

Incl. 

hid. 

$14 

Ind. 

hid. 

Incl. 

Ind. 

Incl. 

hid. 

Incl. 

hid. 

[nd. 

,$1S 

SI6 

$13 

18-Hole 
WD 

SJOAMO' 

.$42/S78' 

$33/$78' 

$125 

$i25 

S 75 

S 56 

$55/S65-

$ 75 

$65/375^ 

S155 

S- 55 

$60/S75^ 

S 85 

S 80 

$76/$S6' 

$ 65 

S 55 

S36/S42' 

Greens Fees 
18-Hole 

WE 

$60 

S77/S90' 

S46/$90' 

SI 45 

S]^5^ 

S 95 

$ 78 

S 80 

S 95 

$95/S8.5'' 

$155 

$ 80 

$ 90 

$115 

SIOO 

$ 99 

$ 90 

S 80 • 

S5l/.$60' 

T"ilteht 
WD 

$21/$25' 

$32 

$24/S57' 

$75 

$75 

$'i5 

$26 

S40 

$55 

$45/?55=' 

S85 

$45 

S45/$55-' 

S55 

S57 

S56/S6r 

$40 

S30 

$22/S26' 

Twiliglit 
WE 

$30/S37' 

$52 

S32/S68' 

S90 

S90 

$55 

$38 

S40 

$75 

$75/$65'' 

S85 

S55 

S65 

S85 

$77 

$66 

$55 

$40 

$33f$39' 

Approx. 
Annual 
Rounds-

54,200 

65,000 

74,000 

35,000 

35,000 

Ĵ 0,000 

45,000 

40,000 

35,000 

33,000 

40,000 

35,000 

30,000 

36,000 

47,000 

42,500 

42,000 

36,000 

55,000^ 

Monday-Thursday/Friday. 
*Saturday/Sunday. 
^Projected Year 1. 
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Exhibit S 

SfCLECiED CHARACTERISTICS Ol' GOLF COURSE GROUND LEASES 

Course 
Locfltion 

Lessor 
Lessee 
Golf Course Type 
Coui-se Length 
P ^ 
Parcel Size (acres) 
Lease Term 
Initial Year 
Option Term 
Minimum Annual Rent 

Year J 
Year 2 
Year 3 
Year 4 
Year 5 
Year 6-10 
Stabilised (year) 

Percentage Rents 
(Ereens/caris/ranae) 

Year 1 
Year 2 
Year 3 
Year 4 
Year 5 
Year 6-10 
Year 11-20 
Year 21-30 
Year 31-40 
Year 41-60 

Percentage Rents (rood/liq^iorl 
•Year 1-10 
Year 11+ 

Percentage Rents (pro .simp) 
Year i-10 
YearlJ-f-

'Vlie Vineyard 
Escoiidido 

Cit\' oFEscondido 
Co'bblcslonc Golf 

184iple 
6,400 

72 
120 

35 years 
1994 
- . 

.None 

0.0% 
3.0% 
4.0% 
5,0% 
6.0% 
8.0% 

10.0% 
15.0% 
15.0% 

— 

3 

10% 

3 

5% 

Straivberry Farms 
Irvine 

hvine Ranch Water DisUici 
Doug DcCinces 

18-hole regiiialion 
6,600+ 

72 
(90 

40 vests 
1996 
— 

.? I.50,000 
$150,000 
$150,000 
$150,000 
$150,000 

5.0% 
5.0% 
5-0% 
7.5% 
7.5% 

10.0% 
i 5.0% 
20,0% 
25,0% 

— 

7.5% 
7.5% 

5.0% 
5.0% 

Aiild Golf Cour.ie 
Clin In \'istn 

Ofay Walci IJisnicI 
Pacific Link 

18-iiolc icgulaliuii 
6.600+ 

72 
200 

'10 years 
1998 

Two 5-year 

$ 50,nO() 
.S 75,000 
$ 90.000 
,$•120,000 

(Cl'i adjusted) 

(}% 

3% 
3 /̂0 

3% 
3% 
5% 

10% 
\ 5 % 
20^0 

— 

3% 
J'J'o 

3% 
3% 

Rustic Ginyon 
(Mdorpnrk 

County of Ventura 
Highlands Group 

18-hole 
6,5UD(-

72 
120 

35 years 
1994 

'— 

.$ -18.000' 
S 96,000 
$192,000 
iil 92.000 
$192,000 
$192,000 

2 

10.'20/10% 
10/20/10% 
10/20/(0% 
10/20/10%. 
IO/20/lOlfp 
10/20/10% 
10/20/)0% 
\0/20/\D% 
10/20/10% 
10/20/10%o 

5% 
5% 

5% 
5% 

(\felropofii^n GoltLinks 
Oiiklnnd 

City of Oaldand 
OaX-landGdfLLC 

iBdiDie 
6.900 

72 
150 

25 years 
2001 

Tiiree 5-year 

$100,000 
.$.^10,000 
$•100,000 
$500,000 
$500,000' 
$500,000' 
S500,000'' 

- „ 

— 
150% 
15.0% 
)5.0% 
17.5% 

2 0.0-22.59 b 
25-0-27,5% . 

21^5% 

— 

A% 
4% 

4% 
4% 

'Gonstruccron year, -AdJLiSted io S0% of prior 5-)'ea( avcia^c. ^Ycms 1-3-0%: Years 'MO - 5%. ''Adjusted lo 80% of prior three >ears. 

Source: Economics Researcli Associates. 
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Exhibit 9 

COMPARATIVE 18-HOLE GOLE COURSE OPERATING EXPENSES' 

Excludes Food & Beverage. 

Source: Economics Research Associates, -

î  16355 

Course Maintenance 
Payroll & Benefits 
Services & Supplies 
Utiiities 
Maintenance Equipment 

Total 

Golf Operations 
payroll & Benefits 
Cart Leasing 
Cart Operation 

• Range 
Services & Supplies 

Total 

Undistributed Clubhouse 

General & Administrative 
payroll & Beneros 
Insurance 
property Taxes 
Promo &. Adveitisiiig 
Services & Supplies 
Management Fee 

Total 

Total 
Capital Improvement Reserve 

Total 

Metr 
2a05 

$ 

I 

$ 

% 

$ 

s 

. r 

485 
219 

84 
171 
958 

296 
57 
23 
14 
61 

450 

43 

17S 
31 

7 
119 
220 
194 
749 

52,200 
70 

.?2,270 

opolitiui 
2006 

$ 530 
225 

85 
170 

$1,010 

$ 

I 
$ 

% 

J~ 

300 
65 
25 
20 
50 

460 

43 

160 
35 
75 

100 
230 
180 
780 

.$2,295 
150 

$2,445 

$ 

A 

550 
175 
200 
100 

$R025 

S 

$" 

S 

$ 

$~ 

250 
75 
70 
25 
40 

460 

50 

195 
55 
70 
90 

130 
150 

•690 

$2,225 
— 

$2,225-

S 

IJ 

650 
225 

75 
150 

$1,100 

$ 

s 
$ 

% 

$ 

350 
80 • 
60 
30 
40 

560 

85 

225 
40 
75 
70 

160 
. ._„ 

570 

$2,315 

$2 
— 

,315 

$ 

C 

550 
220 
300 
100 

$1,170 

$ 

$ 

$ 

$ 

t 

200 
75 
75 
40 
45 

435 

200 

175 
50 

305 
100 
150 
120 
900 

$2,705 

$2,705 

D 

$ 530 
210 
310 
90 

$1,140 

$ 205 
80 
80 
40 
50 

$ 455 

$ 200 

$ 200 
60 

250 
100 
160 
150 

$ 920 

$2,715 

• $2,715 



r^) 

Rxiiibit TO ) 
METROPOLITAN GOLF CLUB BASF.LINL PRO FORMA 

(In Current Ŝ imOs) 

Annual Rounds 
Revenue 

Greens Fees 
Cart Fees 
Merctiandise 
Driving Range 
Food and Beverage 

Daily Golfers 
Special Events 

ToMl Gross Revenue 
Less: Cost of Sales 

Merchandise 
Food and Beverage 

Subtotal Cost of Sales 

Total Revenue 
Operating Expenses 

Course Mainteriancc 
Golf Operations 
F&B Operations 
Clubhouse Undistributed 

Total Operating Expenses 

Net Operating Income 
Capital Improvement Fund 

Net Rent 

Net Cash Flow 

1 2006 i 
53,000 

S2,175 
290 
232 
308 

290 
-350 

53 

S5,703. 

151 
205 

356 

S3.347 

SI.OIO 
460 
352 

45 
7S0 

2,647 

S700 
55 

562 
472 

(S389) 

2007 i 
59,000 

S2.2I3 
304 
245 
31B 

304 
361 

61 

S3,803 

i5S 
213 

371 

S3,432 

S 1.040 
474 
26S 

46 
802 

•J,728 

S704 

113 
562 
443 

(S415) 

2008 1 
60,000 

S2,395 
313 
255 
329 

318 
530 

64 

S4,I09 

166 
772 

437 

S3,672 

SI,072 
488 
467 

48 
825 

2.900 

S773 
l i s 
567 
503 

(S410) 

2009 1 
61,000 

S2,380 
333 
2(57 
340 

333 
656 

67 

S4,375 

173 
316 

490 

$3,S85 

SI.104 
503 
544 

49 
S49 

3,049 

SS37 
122 
5D2 

526 

(S3 73) 

2U10 1 
62,000 

S2,467 
349 
279 
351 

349 
675 
70 

$4,540 

ISl 
323 

509 

$4,031 

SI,137 
5 US 

563 
51 

S74 

3,142 

SRS9 

127 
562 
546 

(S345) 

2011 1 

62,000 

S2,54 f 

359 
237 
362 

359 
696 

72 

54,677 

187 
338 

524 

S4.152 

S i , l 7 f 

533 
5 SO 

52 
899 

3,235 

S ? i 7 

130 
675 
562 

iS45l) 

2012 1 
62,000 

SZSIS 
370 
296 
373 

370 
716 

74 

S4,817 

192 
34S 

540 

$4,277 

SI,206 
549 
593 

54 
925 

3,331 

S946 

134 
675 
579 

(S443) 

2013 1 
62,000 

$2,696 
381 
305 
3 84 

381 
73S 

76 

S 4.962 

198 
35S 

556 

S4,405 

SI,242 
566 
6\6 

55 
951 

3,430 

S975 
!3S 
675 
683 

(S52I) 

2014 1 
62,001} 

S2,7?7 

393 
3 U 
395 

393 
760 

T-) 

S5,110 

204 
369 

573 

S4,537 

SI.279 
5 S3 
634 
57 

979 

3,532 

51,006 
!43 
675 
704 

(S5I6) 

2015 i 
(52,000 

S2,860 
404 
324 
407 

404 
783 

3/ 

,^5,264 

210 
3S0 

590 

S4.673 

Sl . j IS 
600 
653 

59 
i,007 

3,637 

SJ,037 
147 
675 
725 

(S510) 

2016 1 
62,000 

$2,946 
417 
333 
4!9 

417 
S06 

SJ 

55.422 

217 
39) 

60S 

S4,SI4 

SJ,357 
61S 
673 

60 
1,036 

3,744 

$1,069 
151 
675 
746 

(S503) 

2017 1 
62,000 

S5,034 
429 
343 
432 

429 
83! 
S6 

55,584 

223 
403 

626 

S4,95S 

S],398 
637 
693 

62 
1,066 

3,356 

SI. 102 

156 
675 
769 

{S497) 

2018 1 
62,000 

S3.126 
442 
354 
445 

442 
855 

S8 

$5,732 

230 
415 

645 

S5,I07 

Sl,440 
656 
714 

64 
1.096 

3.970 

SI.137 

160 
675 
892 

(S59!) 

2019 i 
62,000 

S3,219 
455 
364 
458 

•\S5 
881 
91 

S 5.92 4 

237 
42S 

664 

$5,260 

SI,4S3 
676 
735 

66 
[,128 

4,0SS 

SI,172 

165 
(575 
919 

(S5S7) 

2020 1 
62,000 

S3.3 16 
459 
375 
472 

'469 
908 

94 

S6J02 

244 
440 

684 

S5,4]8 

S1.52S 
696 
757 

68 
1,161 

4,209 

S 1,209 

170 
675 
946 

(S5S3) 

2021 1 
62,000 

53,415 
453 
3f;6 
486 

4S3 
935 

97 

S6.285 

251 
454 

705 

55,580 

SI,574 
717 
780 

70 
1,194 

4,334 

SL246 

175 
675 
975 

(S579) 

2022 _[ 
62.000 

$3,5IS 
497 
398 
50! 

••197 

963 
99 

S6.474 

259 
467 

726 

S5,748 

SI ,621 

• 73S 

803 

72 
1,223 

4,463 

SI .28 5 

181 
675 

1.004 

(S575) 

2023 j 

52,000 

53,623 

512 
410 
516 

532 
992 
102 

S6,668 

266 
481 

748 

55,920 

SI ,669 

760 
527 

74 
I.2G4 

4,595 

SI ,325 

186 
675 

i . lSQ 

{S687) 

20Z4 1 

62,000 

S3.732 

528 
422 
.531 

528 
K02I 

100 

56,86 g 

274 
496 

770 

S6,098 

51,719 

783 
852 
77 

1.300 

4,732 

51.366 

192 
675 

l , tS5 

{S686) 



mat Rounds 
'enue 
ireens Fees 
:anFees 
'jerchandise 
Irivins Range 
•cod and Beverage 

Daily Golfers 
Special Events 

)ther 

Totai Gross Revenue 
IS: Cost of Sales 
vlerchandise 
"ood and Beverage 
Jubtotai Cost of Sales 
tal Revenue 
fcratingE.tpenses 
:;;ourse Maintenance 
Golf Operations 
F&B Operations 
Clubhouse Undistributed 
General & Administrative 
Total Operating Expenses 
;COperating Income 
pital Improvement Fund 
:bt Service 
;t Rent 

:t Cash Flow 

2025 

S3,844 
514 
435 
547 

544 
!,052 

109 

283 
511 

793 

SI.771 
807 
878 

79 
1.33S 

4,872 

$1,408 
197 
675 

1,221 

ICxliib'U Ul 
METROPOLITAN GOLP CLUB IMSELINE PRO FORMA 

(In Currenl 501)0.5) 
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 203S 203P 20J0 201} 2042 

53,959 
560 
448 
564 

560 
1,084' 
112 

S4,078 
577 
461 
580 

577 

1,116 
115 

54,200 54,326 
594 • 6)2 

475 489 

598 616 

594 

1,150 

119 

612 
1.184 
122 

S'L456 
630 
504 
634 

630 
1,220 
126 

54,590 
649 
519 
653 

049 
1,256 
130 

54,728 
669 
535 
673 

669 

1,294 
134 

.54.869 
689 
551 
693 

689 

1.333 

.1i5,016 
709 
567 
714 

709 

1,373 
142 

.55,166 
731 
581 
735 

731 

1,414 
14S 

S5,321 
752 
602 
757 

752 

1,456 
150 

S7,074 S7,2S6 57,505 S7,730 S7,962 $8,201 58,447 58,700 58,961 $9,230 59,507 19,792 

291 
526 

300 
542 

309 

558 
318 

575 

328 
592 610 

34 R 

628 

358 
647 

369 

666 

380 

686 
391 
707 

317 842 367 920 947 976 1,005 1.035 l,06G 1,098 

J5/I81 
775 
620 
780 

775 

1,500 
155 

SIO.086 

403 
728 

1,131 

55,645 
798 
639 

798 

1,545 
160 

S5,814 
822 
658 
828 

822 
l,.59l 

164 

S5,989 56.168 
847 872 
678 698 
852 878 

847 
1,639 

169 

872 

174 

S6,354 
898 
719 
904 

1.739 
180 

415 
730 

428 
772 

440 
796 

454 
SI9 

467 
844 

1,165 1,200 1.236 1,273 1.31 

SI, 824 
831 
904 

81 

1,377 

5.017 

Si.452 
203 
675 

1,257 

$ t ,879 S1,935 S1,993 52,053 52,115 52,17S 
856 
931 

84 
1,417 

5.166 

Sl,497 
209 
675 

1,295 

908 
983 

89 
1,500 

881 
959 

86 
1,458 

5.319 5,477 

Sl,59l 
222 
675 

i,5l3 

51,544 
216 
675 

I.•169 

935 
1,017 

91 
1,543 

5,640 

$1,641 
229 
675 

(.558 

963 
1,048 

94 
1.538 

5.BOS 

$ 1,692 
236 

$2,24-'l 
1,022 
1,112 

100 
1,681 

5,9SO 6,158 

992 
1,079 

97 
1,634 

$1,744 
243 

51,798 
250 

S2.311 
1,052 
1,145 

103 
1,730 

$1,854 
258 

1,605 1,653 1,702 1.753 

S2,3S0 
1,084 
1,179 

lOG 
1.780 
6,530 

51,911 
265 

1.S06 

52,452 
1,117 
1,215 

109 
1,832 
6,724 

$1,970 
273 

1.S60 

52,523 
1,150 
1,251 

113 
1,885 
6,924 

$2,031 
2S( 

1,916 

52,601 
1.185 
1,289 

116 
1,940 

7.130 

52.094 
2?0 

1.974 

.';2,679 
1,220 
1,327 

119 
1,996 
7,342 

52,158 
29? 

2.033 

52.759 
1,257 
1,367 

123 
2.054 

7,560 

$2,225 
30S 

2.094 

52,842 
1,294 
1,403 

127 
2.113 

7.785 

$2,294 

317 

2,157 

52.927 
1,333 
1,451 

(30 
2.175 

8.016 

S2,365 
326 

2.221 

_ _ _ _ ^ 20 i3 
62,000 62.000 62.000 62.000 62.000 62,000 62,000 62.000 62,000 62,000 62.000 62.000 62,000 62.000 62.000 62.000 62,000 62,000 62.000 

$6,544 
925 
740 
931 

925 
1.791 

185 

$10,388 510,700 SI 1,021 $11,352 SI 1,692 $12,043 

SfiP 

1.351 

S6,2S1 56,469 $6,663 56.863 57.069 57,281 57,499 57,724 $7,956 J8,195 S8,441 S8.69'i $3,955 $9,223 59,500 S9.7S5 $10,079 S!0,38f S!0,692 

53,015 
1.373 
1,494 

(34 
2,238 

8,255 

52,438 
336 

(S685) (3683) (S682) (SS16) ($318) (S82I) (S149) (Si52) (5154) (5157) (S160) (Sl63) (5167) (5170) (5173) (5176) (SI79) ($183) (5186) 



Exhibit U 
METROCOLU AN GOLF CLUB - EXIS i ING REN F STRUCTURE 

" (In CunciitSDUOs) 
I 2006 I 2007 I 2008 P T o 0 9 r 2 0 I O | l O H ^ f ^tt'2 f 2Q13 ( 2D14"~f 2015 1 2016 | 2017 | 2QiS | 2019 | 2Q10 \ 2021 n 0 2 2 " 

ct Operating Income S700 5704 S773 S837 S889 5917 S946 5975 Sl,0D6 Sl,037 $1,069 $1,102 51,137 11.172 $1,209 Sl,246 $1,285 
apiial Improvement Fund 55 U i 118 122 127 130 ' 134 138 143 147 15,1. ___l i f i 160 1 ^ 170 175 
otal Cash Flow Available -

5704 

113 

$591 
562 

S773 

118 

5655 
562 

S837 

122 

5715 
562 

S889 
127 

S763 
562 

5917 

130 • 

$737 
675 

S946 
134 

SBll 
675 

5975 
138 

$837 
675 

ir Debt Service & Rent $645 $591 5655 5715 5763 $737 SBll $837 5863 5890 5918 $947 5976 51,007 Sl,038 Sl,07l SI,104 $1,139 51,174 
lebt Service 562 562 562 562 562 675 675 675 675 675 675 675 675 675 675 675 675 675 '675 

letCash Flow,Before Rent S83 529 $93 $153 S20! $112 SI36 $162 SI88 $215 5243 S272 S301 $332 $363 S396 S429 $464 $499 
•ent 

linimum S500 $500 $500 $500 5500 S500 $500 5500 5500 5500 5500 5500 $500 5500 5500 5500 S500 . 5500 5500 
ercenlage 
Golf-Related 15.0% 15.0% 17.5% 17.sr^ 17.5% 17.3% 17.5% 20.0r<, 20,0% 20.0% 20.0% 20.0% 22.5°/» 22.5% 22.5% 22.3 '̂o 22.5^0 25.0% 25.0ro 
Merchandise 4,0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0°/o 4.0% 4.0% 4.0% 4,0% 4,0% 4.0% A.0% 4.0% 4,0% 4.0% 4.0% 4.0% 
Food & Beverage 4.0% 4.0% 'f.OI'o 4,0% 4.0% 4,0% 4.0% 4.0% 4,0% 4.0'?'o 4.0% 4.0% 4,0% 4.0^6 4.0% 4.0% 4.0% 4-0';i> -1.0% 
Other 4.0% 4.0% 4.0% 4.0% 4,0'Ji 4.0% 4,0% 4.0% 4.0% 4.0"/-i 4.0''/n 4.0% 4.0% .1.0% 4.0% 4.0% 4.0%^ d,0?'„ ,1.0% 

lent Amount 
Cotf-Reiated S4i6 S425 5515 5534 $55'^ $371 S588 $692 $713 S73'l S756 $779 5903 $930 S95S $986 Sl,016 •51.163 11,198 
Merchandise 9 10 10 II I! I! 12 12 13 13 13 14 14 15 15 15 16 16 (7 
Food & Beverage 26 27 34 40 • 4! 42 43 45 46 47 49 50 32 53 55 57 ?8 60 62 
Other 2 2 3 3 3 J_ 3 3̂_ 3 3 • 3 3 ^ 4_ 4 4̂  ; 4_ 4 4_ 4 

otal Percentage Rent $453 S464 5562 5587 S609 . $627 5646 5752 5775 5798 $822 5847 $972 51,002 51,032 $1,063 51,094 Sf,244 5J,28f 

lent to City S500 $500 5562 S5S7 5609 5627 $646 S752 $775 5798 S822 S847 5972 S1,002 51,032 Si,063 51.094 $1.244 S 1.281 
.ess: CIP credit 23 57_ 59 61 63^ 65_ 67_ 69 _____2}, 12. Z5. i i . S0_ 33̂  85̂  SS_ 90_ 93_ 96 

Jet Rent $472 $443 S503 5326 5546 5562 $579 $683 5704 $725 $746 S769 5892 $919 S946 $975 51,004 $1,150 51.135 



nr) 

Exhibit 11 
METROPOLITAN GOLF CLUB - EXISTING RENT STRUCTURE 

(InCuitentSOO(ls) 

: Operating Income 
(itai [mpiDvecnent Fund 
:al Cash Flow Available 
Debt Service & Rent 

{Cash FIow.Before Kent 

nt 

•centage 
jolf-Related 
Merchandise 
rood & Beverage 
Other 
nt Amount 
jolf-Related 
Merchandise 
Food & Beverage 
Other 

tal Percentage Rent 

int to City 
ss: CIP credit 

2025 j 
$5,408 

197 

SJ,2t) 
675 

%336 

5500 

25.0% 
4.0% 
4,0% 
4.0% 

S 1,234 
17 
64 
4 

51,319 

51,319 
99 

2(126 1 

51.452 
203 

51.249 
675 

S574 

$500 

25.0% 
4,D''/o 
4.0% 
4.0% 

$1,271 
18 
56 
4 

51,359 

51.359 
102 

2027 1 
SI,497 

209 

5J,28S 
675 

S613 

5500 

25.0%. 
4.0% 
4.0% 
4.0% 

51.309 
18 
6?. 

5 

51,400 

S1,400 
105 

2028 1 
51,544 

216 

51,328 
675 

S653 

S500 

27.5% 
4.0% 
4.0% 
4.0% 

SI.483 
19 
70 

5 

$t.57S 

SI,5 76 
108 

2029 1 

51,591 
222 

51,369 
675 

$694 

5500 

27.5% 
4.0% 
4.0% 
4.0% 

$1,527 
20 
72 

5 

51,62^ 

Sf,634 
111 

2030 ) 
Si,641 

229 

$1,412 
675 

$737 

S500 

27.5% 
4.0% 
4,0% 
4.0% 

• $1,373 
20 
74 
5 

Sl,672 

£1.672 
114 

2031 1 
51,692 

256 

$1,456 

-
$1,456 

$500 

27,5% 
• i . Q % 

4,0°/o 
4.0% 

SI,620 
21 
76 

5 

51,723 

S 1,723 
118 

2032 1 
51,7-14 

243 

51.501 

-
SI,501 

$500 

27.5% 
4.0% 
4.0% 
•\.Q% 

51,669 
21 
78 

5 

$1,774 

SI.774 
121 

2033 1 
SI,798 

250 

SI..54 8 

-
S 1,543 

$300 

27.5% 
4.0^0 
4.0rn 
•l.OJi 

S!,7J9 
22 
81 

6 

51,827 

S],R27 
125 

2U34 1 
$1,854 

258 

51,596 

-
$1,596 

5500 

27.5% 
4.0% 
4,0% 
4-0% 

$1,771 
23 
83 
6 

SI,8 32 

51.832 • 
129 

1035 1 
$1,911 

265 

$1,646 

$1,645 

5500 

27,5% 
4.0% 
4.0% 
4.0% 

$1,824 

23 
86 
6 

51,939 

51,939 
133 

2036 1 
Sl,970 

273 

51,697 

-
51,697 

£500 

27.5% 
4.0% 
4.0% 
4.05t 

51,878 
24 
88 
6 

51,997 

$1,997 
137 

2037 1 
$2,03 i 

2S1 

SI.750 

-
$1,750 

$500 

27.5% 
4.0% 
4.0% 
4.0% 

Sl,935 
25 
91 

6 

52,057 

$2,057 
141 

2033 1 
S2,094 

290 

SL804 

-
SI,804 

$500 

27.5'/D 

4.0% 
4.0% 
4.0% 

SI,993 
26 
94 

6 

$2,119 

S2,I19 
145 

2039 1 
S2,I56 

299 

Si,860 

-
St,860 

5500 

27.3% 
4.0% 
4.0% 
4.0% 

$2,053 
26 
97 

7 

52.182 

$2,132 
149 

2040 1 
$2,225 

308 

51.918 

-
51,918 

$500 

27.5% 
4.0% 
4.0'!'o 
4.0% 

S2.II4 
27 
99 

7 

52.248 

$7,343 
154 

2011 1 
52.294 

317 

51.977 

-
$1,977 

5500 

27.5% 
4,0°.i 
4.0% 
4.0% 

52,178 

28 
102 

7 

52,315 

52,315 
158 

2042 ! 
i2.:'65 

326 

52.038 

52,038 

5500 

27.5% 
4.0% 
4.0% 
4.0% 

$2,243 
2? 

103 
7 

S2,384 

52,384 
163 

2043 1 
$2,438 

336 

52.102 

-
52,102 

S500 

27.5% 
4.0% 
4.0% 
4.0% 

52.310 
30 

109 
7 

52,456 

52.456 
168 

!t Rem Sl,22l 51,257 S1.395 $1,469 51,515 $1,558 51,605 $1,653 $1,702 51,753 $1,806 51,860 51.916 51.974 $2,033 $2,094 $2,157 S2.221 $2,288 



E.\h!hif 12 
METROFOLFFAN GOLE CLUB PRO EORiMA W n H iMODlFIED RENT 

(ill Currenl .StlOO.s) 

innual Rounds 
levenue 

Greens Fees 

Driving Range 
Food and Beverage 

Special Events 
Other 

Total Gross Revenue 
Less: Cost of Sales 

Food and Beverage 

Subrolaf Cost of Sales 

Total Revenue 
Operating Expenses 

F&B Operations 

General & Administrative 

Total Operating Expenses 

Net Operating Income 
Capital Improvement Fund 

Net Rent 

Net Cash Flow 

1 2006 ( 
58.000 

S2.175 
290 
232 
308 

290 
350 

58 

S J . 7 0 3 

151 
205 

356 

$3,347 

$1,010 
460 
352 

45 
7S0 

2,647 

S700 
55 

562 
143 

(S63) 

2007 1 
5P.000 

S2.213 
304 
243 
318 

304 
361 

61 

$3,303 

I5S 
215 

371 

53.432 

Si,040 
474 

365 
46 

302 

2,728 

$704 
113 
562 
124 

(^95) 

2008 I 
60,000 

$2,295 
318 
255 
329 

313 
530 
64 

54,109 

166 
272 

437 

53,672 

51.072 
488 
467 

48 
825 

2.900 

5773 
118 
562 
(35 

(542) 

2009 1 
61,000 

$2,380 
333 
267 
340 

333 
656 

67 

$4,375 

173 
316 

490 

$3,883 

SI. 104 
503 
344 
49 

849 

3.049 

$837 
122 
562 
144 

S3 

2010 1 
62.000 

£2,467 
349 
279 
35! 

349 
675 

70 

54,540 

181 
328 

509 

$4,031 

51.137 
518 
563 

31 
874 

3.142 

$889 
127 
552 
130 

2DJI ) 
62,000 

S2.54 1 
359 
287 
362 

359 
696 
72 

$4,677 

187 
338 

524 

54,152 

SI,171 
533 
5S0 

52 
899 

3.235 

S9f7 
130 
675 
154 

(543) 

IUI2 1 
62,000 

$2,61-t 
370 
296 
573 

370 
7!6 
74 

$4,817 

192 
34S 

540 

$4,277 

$1,206 
549 ' 
598 

54 
923 

3.331 

5946 
134 
675 
159 

(523) 

2013 1 
62,000 

52,696 
381 
305 
384 

38! 
738 
76 

54,962 

198 
353 

556 

$4,405 

SI,242 
566 
616 
55 

951 

3,430 

5975 
138 
675 
164 

CS2) 

2014 1 
62,000 

52,777 
393 
3(4 
395 

393 
760 
79 

$5,1 10 

204 
369 

573 

J4.337 

51.279 
5S3 
634 

57 
979 

3.532 

Sl,006 
143 
675 
169 

SI9 

2015 f 
62,000 

52.860 
404 
324 
407 

404 
783 

81 

S5,264 

210 
380 

590 

54.673 

SL31S 
600 
653 

59 
1,007 

3.637 

51,037 
147 
675 
174 

$41 

2016 [ 
62.000 

52,946 
417 
333 
419 

417 
306 

83 

$5,422 

217 
391 
6QS 

$4,814 

SI,3 57 

618 
673 

60 
\.V'3C> 

3,744 

SI.069 
151 
675 

274 

(:S31) 

2017 1 
62.000 

53.034 
429 
343 
432 

831 
85 

SS,S84 

223 
403 
626 

$4,958 

SI.39S 

637 
693 
62 

1,066 

. 5,856 

$1,102 
156 
673 

232 

(SlO) 

2018 1 
62,000 

S3,126 
442 
354 
445 

855 
SS 

S5.752 

230 
415 
6^5 

S5,107 

51,440 

656 
714 
64 

1.096 

3,970 

SI.137 
160 
675 

290 

Sl l 

2019 i 
(52,000 

53,219 
455 
564 
•158 

455 
881 

91 

S5.9Z-1 

237 
423 
664 

$5,260 

SI.4 S3 

676 
735 
66 

1.128 

4,088 

51,172 
165 
675 

299 

S33 

2020 1 
62,000 

S3,316 
459 
375 
4 72 

469 
908 

S6,I02 

2-14 
440 
6S4 

55,4 18 

Si,528 
696 
757 

68 
1,161 

4,209 

51.209 
170 
675 
508 

555 

2021 1 
62.000 

53,415 
483 
386 
486 

483 
935 

97 

56,285 

251 
454 

705 

55.580 

51,574 

717 
780 

70 
1.194 

4,334 

$1,246 
(75 
675 

317 

S7? 

2012 1 
62,000 

$3,518 
497 
398 
501 

497 
963 

$6,474 

259 
467 

726 

55,748 

S 1.621 

738 
803 

72 
1.228 

4,463 

51,285 
181, 
675 

327 

5103 

2023 i 
62.000 

53.623 
512 
410 
516 

512 
992 
103 

S6.66S 

266 
481 
743 

S3,920 

S 1,669 

760 
827 

74 
1.264 

4.595 

51,525 
156 
675 

336 

5127 

2024 ( 
62,000 

S3,732 
528 
422 
531 

528 
1.021 

106 

56,868 

274 
496 
770 

56,098 

51,719 

783 

77 
1,300 

4.732 

SI,366 
192 
675 

347 
SI53 



nual Rounds 
/enue 

ireens Fees 
;ait Fees 
"lerchandise 
driving Range 
.•ood and Beverage 

Daily Golfers 
Special Events 

Dther 

Total Gross Revenue 
5s: Cost of Sales 
Vlerchandise 
rood and Beverage 
5ubtoial Cost of Sales 
tal Revenue 
lerating Expenses 
Course Maintenance 
Golf Operations 
F&B Operations 
Clubhouse Undistribmed 
General & Administrative 
Total Operating E.xpcnses 
it Operating Income 
ipital Improvement Fund 
;bi Service 
:l Rent 
:t Cash Flow 

2025 

283 
511 

793 

SI,771 

S07 
878 

79 
1,338 

$1,408 
197 
675 
357 

S179 

Exhibit J2 
METROPOLFJ AN GOLF CLUB PRO FOl^IMA WFFII MODIFFED RENl 

(InCm-reEitSOOOs) 
2026 2027 2028 2029 2030 3031 20,32 2033 203} 2035 2036 2037 2038 2039 _ _ ^ ^ _ ^ ^ ^ _ _ ^ _ _ _ _ 2040 j 20 J l 

62,000 62,000 62,000 62,000 62,000 62,000 " 62.000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 62,000 
2042 

62.000 

S3,844 $3,959 

544 560 
435 448 
547 564 

544 560 
1,052 1,084 
109 112 

S4,078 
377 
461 
580 

577 
1,116 

115 

54,200 S4,326 
594 612 
475 JSP 
593 616 

394 
l,!3n 
119 

612 

I.IR'I 

122 

S4,456 $4,590 
630 649 
.504 519 

634 633 

630 6'19 
1,220 1,256 
126 130 

S4.728 S'IS69 
669 689 
553 551 
673 693 

669 6S9 
1,294 . 1,333 
134 158 

S5.016 
709 
567 
7i4 

709 
1,573 
142 

S5,I66 $5,321 S.M8I 
731 752 775 
584 602 620 
735 757 730 

$5,0i5 S5,S!4 

798 322 
639 658 
805 828 

73) 752 
1,414 1,456 
145 150 

773 
1,500 
133 

798 
1,545 
160 

B22 
1,591 
164 

S47 
L639 
169 

S72 S9S 
!,688 1,739 
174 ISO 

$7,074 57.286 $7,505 $7,730 S7,962 $8,201 

291 
526 

300 

542 

517 842 

309 

867 

318 
575 

328 

592 610 

34 S 

628 

358 

647 

36? 

666 

380 

686 

591 
707 

403 
728 

415 

750 

428 
772 

440 

796 

454 

819 
467 

844 

920 947 976 1,003 1,035 1.066 1,098 1,131 ,165 1,200 1.236 1,273 

2043 1 

2.000 

S5,989 S6,I68 $6,354 56,544 

847 872 898 925 

678 69S 719 740 
852 878 90-1 9.̂ 1 

SI,824 

331 
904 
81 

1,377 

4.872 5,017 

$1,452 

203 

675 

495 

51.879 

1,417 

5,166 

1,497 

209 

675 

510 

$79 5103 

$1,935 

SSI 

959 
86 

1,453 

3,3 l_g 

5I,;'14 

216 

675 

525 

$128 

$1,995 

908 

988 

89 

1,500 

3.477 

S].59\ 
222 

675 
541 

$154 

S2,053 

935 

1,017 

91 

1.543 

5,640 

51,641 

229 

675 
557 

siao 

S7.lf5 

963 

1,048 

94 

1,533 

5,808 

$1,692 

236 

574 

S2,)7S 

992 

1.079 

97 

1.634 

$1,744 

243 

591 

S882 $910 

52,244 

1,023 

1,112 

100 
1,681 

5,930 6,15? 

51,798 
250 

, 608 

$939 

S2.311 
1,052 

1,145 

103 

6,341 

51,854 

253 

627 

S3,3S0 

1,084 

1,179 

106 

__ino 
___6,_520 

$1,911 
265 

646 

52,452 

1,117 

1,215 

109 

1,832 

6,724 

$1,970 

273 

665 

S2,525 

1,150 

1,251 

113 

6,924 

S2,03 1 

231 

' 685 

S2,60l 

1,185 

1,239 

!16 

_J^940 

__7J30 

S2,094 

290 

705 

S2.679 

1,220 

1,327 

119 

1,996 

7,342 

S2,759 

1,257 

1,367 

123 

2.034 

7,560 

52,158 S2,225 

299 308 

727 748 

52,842 

L294 

1.408 

J27 

2.1 i :• 

7,785 

$2,294 

317 

771 

$3,927 

1,333 

1,451 

J 50 

8.016 

52,365 

326 

794 

1,791 

M 4 7 SS,700 58,961 59,230 59,507 $9,792 $I0,0S6 SI0,38S S W . 7 0 0 S l l . 0 2 1 S I I . 3 S 7 511.5.02 $12,043 

481 

869 

1,351 

$6,281 $6,469 56,663 56,363 $7,069 S7,28l S7,499 $7,724 57,956 58.195 $8,441 S8,694 58,955 $9,223 $9,300 $9,785 510,079 $!0,38l $10,692 

55,015 
1,373 
1,494 

134 

_J255^ 

$7,438 
336 

818 

$969 51,000 S I , 0 J 2 Si,065 5(.09S SI,133 SI.169 Si.206 51,244 51,284 
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Exhibit 13 
METROPOLFFAN GOLF CLUB - MOMIPIEO RENF STRUCTURE 

(In Currenl SOO(t.s) 

[ 
t Operating Income 
pital Improvement Fund 
tal Cash Flow Available 
• Debt Service & Rent 
bt Service 

t Cash Flow, Before Rent 

iniraum 
rceniage 
Gotf-Rclatcd 
Merchandise 
Food & Beverage 
Other 
int Amount 
Gotf-Rtlated 
Merchandise 
Food & Beverage 
Other 

]tal Percentage Rent 

ent to City 

et Rent 

2006 1 
$700 

53 

$645 
562 

S83 

SlOO 

5.0% 
4.0% 
4.0% 
4.0% 

$139 
9 

26 
•> 

S176 

S175 
28 

$148 

2007 1 
5704 

113 

S59I 
562 

529 

SIOO 

5.0% 
4.0% 
4.0% 
4,0% 

$142 
10 
27 

2 

5180 

SISO 
57 

SI24 

2«08 I 
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THE GREEN BLUES 
Golf courses help get projects built and move 
houses but these days the game itself has 
become a hard sell 
Susan Fornoff. Chronicle Staff Writer 
Sunday, March 19, 2005 

There's (ove at first sight, when the 
developer can't take his eyes off of 
his glimmering green golf course, 
with nary a divot nor a pitch mark to 
mar the 200 acres of unaduiterated 
real estate sex appeal. 

Then there's the honeymoon, when 
buyers hotly and heavily pursue 
pricey lots on and around the course. 

•Enn)atiig_va:5lQa 
• £iiialLIb[aj?jil5i& And then there's the stage where 

many Bay Area real estate 
developers now find themselves - a 
relationship that has them reaching deep into their vocabularies for 
diplomatic descriptions of the mate they once adored, 

"Financial albatross would be too strong," said Chris Truebridge, 
division president of Shapell Homes, builder of houses and golf 
courses at the Bridges in San Ramon and Eagle Ridge in Gilroy. 
"But I don't have a lot of people knocking at my door saying, 'Can I 
buy your golf course?" 

"You end up with this boat anchor of a golf course," said Doug Krah, 
regional president of Standard Pacific, a partner with Shapell on 
Eagle Ridge. "I don't think any are making a profit right now. Maybe 
the old, old ones." 

Maybe the profitable ones will contact us. Much easier to find are 
stories such as the one in the Feb. 18 editions of The Chronicle, 
which reported that San Francisco city golf courses, including the 
newly renovated and universally praised Harding Park, operated 
more than $500,000 in the hole In the 2004-05 fiscal year. In Napa, 
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a pretty, vineyard-lined 27-hole complex called Chardonnay went 
into bankruptcy and emerged under new ownership. 

Same story in Antioch, where Roddy Ranch, a player-friendly and 
media-acclaimed golf course, couldn't sustain itself without homes 
on the property and went into bankruptcy, emerging In the hands of 
Black Mountain Development of Pleasanton and Pacific Coast 
Capital Partners of Sacramento with plans to eventually build 700 
houses. 

Ditto in the mountains of Plumas County, where a well-marketed 
and challenging golf course, aptly named the Dragon at Gold 
Mountain, landed in bankruptcy after the lots sold and the course 
and clubhouse couldn't make a go of it. Yet just up the road, a new 
course opened last summer, with developers Lowe Enterprises ga­
ga over the possibilities of Grizzly Ranch, where private golf 
memberships are going for $50,000 and home sites start at 
$150,000. 

Mike Mohler, the project manager, said the company prefers 
communities with plenty of amenities. "Would we have built a golf 
course without real estate? Probably not." 

Probably most certainly not. The game that experienced a boom in 
popularity with the coming of Tiger Woods and the strong economy 
in the late 1990s Is busting in the 21st century. Nationally, rounds 
declined by 3 percent in 2002 and 1.5 percent in 2003, bounced up 
by 0.7 percent in 2004 and dropped 0.1 percent in 2005, according 
to the National Golf Foundation. 

The slump - which the foundation blames on weather and the 
economy — seemed even more pronounced, statistically, in the 
West. Combined with a golf course building boom at the height of 
Tigermania, the overall decline In rounds feels niuch steeper in the 
Bay Area. 

"We now have 77 golf courses within an hour and a half of us," said 
Carmen Juarez, marketing director for Hiddenbrooke Golf Club, a 
daily-fee course in Vallejo. "That's a lot more competition than we 
had before the homes were built. When the course opened in 1995, 
there wer^ 46." 
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At Hiddenbrooke, the golf course came first. The Japanese 
developers planned to add houses eventually and then make the 
course private. But houses came, and are still coming - so many 
that the golf course is barely discernible to drivers heading toward 
the development - and the course remained public, with special 
rates for homeowners. Last year, one of the home builders. Triad 
Communities, bought the course and clubhouse. 

Through it all, the course remained pretty, challenging and well 
maintained, and the LPGA, the women's professional tour, played 
its year-end tournament there from 2000 through 2002. Yet play 
peaked in 1999-2000, with more than 33.000 rounds played. That 
number plummeted Xo'iuBt Q^er 28,000 rounds by 200A-0b, even 
though green fees dropped because of various promotions. 

"What I'm seeing is that everybody's running very aggressive deals," 
said Hiddenbrooke director of golf Matt Ochs, who brought golfers 
but in February for golf and lunch at $50. "We need to stop building 
golf courses and we need to start growing golfers." 
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Even golfers agree there are two things wrong with the game: it's 
expensive and time-consuming to learn and play. Eighteen holes 
take a minimum of four hours; add the drive, the warm-up and the 
wind-down, and there goes the day. Green fees range from $23 to 
walk 18 at Castro Valley's Willow Park on a weekday to $180.20 
with cart on a weekend at the seaside Half Moon Bay Golf Links at 
the Ritz Carlton. In the Bay Area, weekend golf costs more than $60 
at all but the most budget-friendly municipal courses. 

"The new course in Pleasanton has a $60 weekend green fee; ours 
Is $95," said Truebridge of the Bridges. "If you're a senior or are on 
a budget, where are you going to go play? We're getting 43.000 to 
45,000 rounds a year. I'd like that figure to be 50.000 to 55,000. yet 
I'd like to get the green fees over $110." 

Add to fees the cost of lessons and equipment - and the luxury of 
having the time the game takes to play ~ and it's no wonder that 
homeowners are perfectly comfortable having a couple hundred 
golfers stroll by the backyard every day. It's not as if the visitors are 
going to jump the fence to lake the patio furniture. 

"Golf obviously adds value to real estate," Krah said. "People like 
living on a golf course and are willing to pay a premium to do that." 

What about the cost to the developers? "Golf courses are a million 
dollars a hole, that's the round number," he calculated. "Directly, you 
get premiums back -- you can charge somebody an extra $50,000 
to live on the golf course instead of having to stare at the 
neighbors." 

So real estate sales can safely cover the golf course building costs. 
Now players have to cover the annual maintenance and staffing 
fees. And because the rule of thumb seems to be that residents will 
account for no more than 10 percent of the annual rounds, 90 
percent of the players have to come from somewhere else. 

The golf course's reputation with the media and players influences 
that, which is why the Tahoe Mountain Club is managing to fill Old 
Greenwood in Truckee even at $170 per round. East West Partners, 
developer of 99 home sites Snd 174 resort homes on the property, 
hired golf legend Jack Nicklaus to design the course on a gorgeous 
piece of land, guaranteeing great publicity and playability. 

NBC announcer Johnny Miller put his signature on the Bridges, 
which had a dry creek bed on the property that couldn't be filled and 
thus has a reputation for being tough, the kind of place where 
players lose a lot of golf balls. 

The bankrupt Dragon in Plumas County also came to be known as a 
golf bail gotibler. Just down the road, the player-pleasing Whitehawk 
Ranch Golf Course, designed by Dick Bailey, has been named the 
20th-best golf course in California and Is doing.as much business as 
it can handle in the short May to October season. 

"We celebrated our 10th anniversary last year with a rollback in the 
rates," said developer Marcia White, who lives near the eighth 
green. 'The golf course has done well, and we built it on land where 
we don't have to worry about water. ] think it had a huge impact on 
real estate sales." 

If developers have a love-hate relationship with golf. White says, 

httD://sfeate.conVcei-bin/ai-ticle.CEi?file=/c/a/2006/03/19/REG3SHQ6BTl.DTL 3/20/2006 
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"then I haven't experienced the hate part yet." And it doesn't seem 
to have forever scarred Triad and Standard Pacific. They're working 
on a new development in Vacaville, Lagoon Valley, that has a golf 
course. 

Not that they wanted one, say Krah and Triad Vice President Curt 
Johansen. They'd have been happy with plain, old, unfiagged. 
unmowed open space instead, but yielded to pressure from city 
officials to put Vacaville on the links map. Golfing great Tom Kite will 
be the architect, Johansen said. 

But this time around, he vows, the course will be private and paid for 
by the members. 

E-mail Susan Fornoff at sfornoff&.sfchronicle.com. 

Page K - 1 

Ads by Google ^^^^ .^ ^ ^ 1 ^ ^ 

Watden Graduate Degrees 

Doctoral, Master's and Bachelor's An accredited online 
university 

www.Wsldenu.edu 

., ^ - . 1 Gel up tpSOVo off home delivery of Ihe Chronicle for 12,weel<sl 

Buck Ta 

S a n F r a n c i s c o C h r o n i c l e S e c t i o n s M j G o i g2Qa6.SarLFra_nclscQ.C-tK'PPiclg I Privag^EglJcy | Feedback I RSS Fee^j | E A Q | glle index I Copiaci 

httD://sfeate.com/cai-bin/article.cEi?file=/c/a/2006/03/19/REG3SHO6BTl.DTL 3/20/2006 

http://www.Wsldenu.edu


Attachment C ^ //nssU i ^ X / ^ ^ i ^ l 

MarketWatch 
•July 18, 2 0 07 Wednesday 

Golfers are the winners as industry cup runneth over with courses 
BYLINE: Andrea Coombes 
LENGTH: 1611 words 

SAN FRANCISCO -- A birdie's never been within easier reach for recreational 
golfers, at least in the financial sense. 

A rush to build golf courses in the past decade is bumping up against a slump 
in attendance. As golf-course managers, struggle for a way out of the flat-demand 
sand trap, golfers can take their pick of tee times and enjoy discounts and 
deals at many courses. 

"Over the last five, six years the supply of golf courses has increased 2% to 
3% a year while demand has been relatively slack," said Steve Skinner, president 
and chief operating officer of KemperSports, a Northbrook, 111.-based golf man­
agement and development company. 

"We're seeing some sign of growth in play and popularity of the game, but the 
biggest battle that the industry faces is absorbing all the golf courses that 
were built over the last 10 years," he said. 

The fast pace of building started two decades ago, and was only ramped up by 
the economic boom of the mid-1990s. Back in the 1980B, "a trade group said if 
you build a course a day, you will not satisfy the latent, pent-up demand for 
rounds among the golfing public," said Jim Mendelson, a Chicago-based managing 
director with GE Real Estate, based in Norwalk, Conn. 

Developers apparently took that dictate to heart. The golf-course building 
boom peaked in 2000, when the industry created more than 375 net new courses 
(that's total openings minus closures in le-hole equivalents), according to the 
National Golf Foundation, a trade group. 

Since then, developers have eased off. In 2006, for the first time in 60 
years, golf-course closures outpaced openings, according to the NGF. 

"As an industry, it's a shakeout period. It's a tougher market today than it 
was in the 1990s," said Jim Koppenhaver, president of Pellucid Corp., a Chicago-
based research and consulting company focused on the golf industry. "You have to 
be a good operator today to be making money at this." 

The industry's troubles mean greener fairways for golfers. 

It's a "great time to be a golf consumer," Skinner said. "You have so many 
options, so many fine golf courses, and [some courses] are being aggressively 
priced." 

Koppenhaver agreed. "You can play golf for a reasonable amount of money lots 
of places in the country with little or no advance notice." . . . 

Another trend working against golf-course operators and in players' favor: An 
oversupply of courses is compounded by flat participation rates'. New golfers are 
not flocking to the game. 

About 29 million people ages 6 and older played at least one round of golf in 
2006, a 2% decline from a year earlier, according to the NGF. 



"In 2000, we had about 518 million rounds being played. After 9/11, it 
dropped to 500 million, and it's remained at about 500 million ever since," said 
Jim Kass, research director with the National Golf Foundation in Jupiter, Fla. 

That leveling-off is partly due to companies reining in their travel and en­
tertainment budgets, with fewer rounds played by business colleagues, he said. 

And there are other factors. 

"The age-old woes for golf are time and money," Kass said. "I'm working 
harder to keep my job in this economy and I'm spending more time with my kids 
than my parents did. The fact that golf has pretty much held its own, hasn't 
disappeared, is a testament to [the fact that it's] a pretty strong category for 
people." 

Even the popularity of Tiger Woods, who defends his title this week in one of 
golf's premier events, the British Open, and untold numbers of youth- and women-
focused programs at golf courses nationwide haven't driven participation rates 
that much higher in recent years. 

About 5.5 million adult women played a round of golf in 2006. "Women are 22% 
of golfers and 51% of the U.S. population," Koppenhaver said. That says "scream­
ing opportunity," he said. 

"Yet we've been trying to get women in the game for the past 50 years, and 
women's contribution has been between 20% and 25% for that entire time," he 
said. "The fact that we can't figure it out over 20-some years says to me 
there's something more fundamentally at work here than 'we haven't been paying 
attention to women.'" 

The NGF does report a 9% increase in kids playing in 2006, with 4.8 million 
6- to 17-year-olds playing that year, up from 4.4 million a year earlier. 

And plenty of operators are hoping the baby boomers will rescue them from the 
bunker. "There are 9 million baby boomer golfers who are heading into retirement 
so we expect rounds to increase substantially in the next 20 years," Kass said. 

Others aren't so sure that's a hole-in-one. 

"I think the jury's still out till they come through," Skinner said. "I don't 
think we can wait for the baby boomers to save the day. We need to build more 
young golfers, make it more attractive to women and minorities to play." 

For consumers overall, the top three barriers these days are lack of time to 
play, the difficulty of learning the game, and high cost. 

"It isn't an affordable game for a large portion of the population. Your 
start-up cost is a couple grand for equipment before you even get into it," Kop­
penhaver said. 

Plus, some new courses during the building boom targeted elite golfers. "The 
mix ... was skewing towards courses that appeal to a small segment of the golf­
ing population," Koppenhaver said. 

"Everybody wanted to create the next Augusta National {the site of The Mas­
ters tournament in Augusta, Ga.}. Their tendency was to build golf courses that 
people would write about. To do that you make it hard, you make it long, you 
make it difficult, and then you maintain it to standards that you could eat off 
the fairway," he said. 

"For a couple million avid golfers, those are great conditions. For the other 
20-some million normal golfers, we don't require those types of conditions and 
don't seek them out," he said. , 



Municipal golf courses have it both easier and harder. Cities competing 
against privately run public courses often flail, their bureaucracies moving too 
slowly to meet market challenges. But then, municipal courses usually enjoy city 
bail-outs when costs exceed revenues. 

San Francisco, which owns six municipal courses, is currently debating how to 
deal with ongoing deficits. The city says its jewel, Harding Park, is losing 
money despite a costly renovation. 

In San Francisco, the city hires private companies to manage most of the 
courses, but the city dictates course fees and the number of rounds non­
residents can play, and limits marketing and other promotional efforts. 

"It costs .me $71 to produce a round at Harding," said Sean Sweeney, golf pro­
gram director for San Francisco's Park and Recreation Department, which main­
tains the courses. But San Francisco residents pay just $45 for a round on Mon­
day through Thursday and $59 on weekends, he said-

Other cities take a more hands-off approach. KemperSports, which contracts 
with San Francisco to manage Harding Park, has operated Chicago's municipal 
courses for 14 years. 

"Within a year [of taking over], we turned a profit to the city," Skinner 
said. "We brought a lot of private-sector practices both on the marketing and 
improvements side. We started running them like a business," he said. 

In Chattanooga, Tenn., a proposal to sell or lease the city's two struggling 
municipal courses led to a public outcry. Instead, the city's golf-park division 
cut costs by hiring more temporary workers. And it introduced a new annual pass 
with half-price course fees for frequent players, said Eddie Taylor, Chatta­
nooga's golf director. 

"We re-emphasized the annual pass and added a half-price pass and we adver­
tised them fairly heavily," Taylor said. 

Thanks to that marketing, plus a local public-fee course - - a competitor --
going private, and good weather, the two municipal courses enjoyed a 10% in­
crease in rounds played in the past fiscal year, he said. 

Meanwhile, Phoenix has five 18-hole and three 9-hole municipal courses, com­
peting in a county which boasts more than 200 courses in all. The city's golf 
department recently hired a consultant to assess ways to increase rounds, said 
Bob Dionisio, a deputy director with the City of Phoenix Parks and Recreation 
Department. 

Already, the city hired a marketing expert and the courses now offer more 
promotions, including times when children play free with an adult, plus night 
rounds at some courses and more leagues and tournaments, Dionisio said. 

"In the last four or five years, we have been losing money," he said. "It's a 
very competitive and difficult environment right now." 

Even private golf clubs face challenges, Koppenhaver said. 

"Today's consumer just isn't willing to pay the money for prestige and social 
networking," he said. That means private clubs are being forced to adapt, he 
said-

The private course "used to be the sanctuary for the male golfer, smoking a 
cigar, hanging out with the boys. Not today. You bring the wife, Che kids. The 
wife has a workout facility, the kids have a pool," he said. 



"The clubs that are primarily golf and there's nothing for the family, 
they're struggling," he said. 

The golf industry goes "through cycles like the housing industry does," Kop­
penhaver said. "My sense is the golfer base and rounds will grow in the future. 
It's probably three to five years off." 
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It may be time for golf to rethink its approach to the green. 

For the past several years, the major institutional components of golf have expended enormous 
energy and resources on getting new players to the course. 

Trying to build on the phenomenal popularity of Tiger Woods, they have created a host of efforts 
directed at luring people who have never played before - everything from training camps to 
celebrity-studded marketing campaigns to special facilities catering to new players. 

In some sense, the efforts have been a success. Each year, three million newcomers try out the 
game. But in another sense, the efforts haven't worked as planned. Yes, tlnee million people play 
golf for the first time each year. But about the same number quit. 

What's more, the total number of rounds played declined in 2002 and 2003 and has not recovered 
much since, according to the records-keeping National Golf Foundation. Even more striking: Last 
year, for the first time in 60 years, more courses closed in the U.S. than opened. 

That's bad news for the 600,000 people in tlie U.S. who make their living from golf— everyone 
from equipment and apparel makers to real-estate moguls. So the game's movers and shakers 
have been doing a lot of soul searching to find ways to get golf growing again. 

Now many of them are calling for a change in strategy. Worry less about attracting newcomers, 
they say, and pour more energy into improving the golf experience for those who are already at 
the course. Speed up play so that hairied people can fmish a round in a few hours. Cut gi-een fees 
and other expenses. Give amateurs even more technologically advanced clubs to improve their 
game. 

'Any practical business needs more time with its current customers than in wooing potential 
customers. It's a more efficient way of doing business," says Joe Steranka, the CEO of the 
Professional Golfers' Association of America, which represents 28,000 club pros and teachers. 

Recruiting new players will remain a big part of the association's national-level job, but 
increasingly it's putting an emphasis on gathering statistics and compiling research on the "best 
practices", that its members can use at the facility level to retain existing players and-improve their 
experience. 



Huge Industry 

To be sure, no one would characterize goMoverall as being in trouble. The game has a vital 
image and is unmarred by scandal. Furthermore, 28 million people play the game in the U.S., and 
about half of them play often enough — eight or more times a yeai- -- to be what the National Golf 
Foundation considers "core players." 

But golf is a huge business, and huge businesses, by their very nature, want to grow. The many 
amis of the industry — let's call it Golf Inc. — sell everything from clubs and balls to lessons, 
mowers, real estate and travel. Golf Inc.'s revenue, according to one widely circulated industry 
study from 2002, amounts to $60 billion a year. 

And Golf Inc.'s growth has stalled. The number of core golfers is down 11% from its peak in 
2000, before 9/11 put a crimp in golf travel and spending. That's enough to get many insiders 
rethinking the wisdom of focusing on newcomers instead of existing golfers. 

Most of those efforts to lure new players stem from an industrywide initiative called Golf 20/20, 
which convened in 2000 and has held amiual fall meetings ever since. The name comes from a 
rosy prediction: In the wake of Tiger Woods's astounding popularity, golfs guiding gums 
envisioned the number of participants rising to 55 million by 2020 and annual rounds played 
doubling. 

The highest-profile initiative is probably the PGA's Play Golf America program, which includes 
free lessons, a Web site that links to a network of facilities that cater to new players, and training 
for club pros on ways to make the game more accessible. There are also several efforts for junior 
players, such as First Tee, a program designed to bring less-advantaged kids primarily from urban 
environments into the game while providing life lessons. 

Many of these efforts have seen some success. Last May, Play Golf America's Free Lesson 
Month drew 21% more participants than it did the year before, and more than two-fifths of them 
went on to sign up for a subsequent tee time. First Tee has grown to 274 facilities across the 
country. 

In addition, girls are showing an interest in golf The proportion of girls among players under 18 
has almost doubled since 2000, to about 25%. In part this reflects the growing popularity of the 
LPGA Tour and its attractive cast of young players such as Paula Creamer and Natalie Gulbis. 

But the fact is that these efforts are small compared with the base of existing golfers - and they 
haven't been able to boost golfer-retention rates significantly. The retention rate for women is 
particularly poor. Since the late 1990s, women have taken up golf in unprecedented numbers. In 
recent years, about 40% of all new players have been female. But the total number of core 
women players has actually declined. According to the NGF, the number fell to 2.3 million in 
2005 — the latest year for which figures are available — from 2.7 million in 2003. 

Straight Down the Middle 

A better place to look for growth may be core golfers. One commonly used benchmark in 
business is the so-called 80-20 laile: Eighty percent of revenue comes from the top 20% of 
customers. By that standard, golf has substantial room to grow from within. Avid golfers. 



defined by the National Golf Foundation as playing 25 or more rounds a year, constitute 23% of 
all players but generate only 63% of spending on fees and equipment. 

"Increasing the 'buy rate' among existing consumer categories is much more efficient than 
attracting and retaining new demographics," says Jim Koppenhaver, a former marketing executive 
at Kraft Foods who now is the head of Pellucid Corp., a consultant to the golf industry. 

Golf might do well to learn from the sport of horseracing. Starting about 10 years ago, racing 
officials made a concerted national marketing effort to attract a younger crowd. The hope was 
that the sport could re-create the excitement of the i950s and 1960s, when crowds as large as 
25,000 would show up on Thursday afternoons at urban tracks. "The idea was if they could just 
come up with the right slogan, 20-year-olds would drop their skateboards and come out to the 
track," says Steven Crist, the chaimian and publisher of the Daily Racing Form. 

But it didn't work. "Racing has always been an activity for slightly older people. It takes time 
and a certain amount of disposable income to play,", Mr. Crist says. "The more enlightened 
people in racing now have given up making it the big story in the papers it was 50 years ago. The 
focus now is on improving growth where the players already are." 

What would a similar strategy mean for golf? There are a number of issues that keep golfers who 
have the desire to play more often from doing so. The game is inlierently difficult, and in recent 
years it has become more expensive. Two-income families face an ever-increasing time crunch. 
Fathers want to spend more time with their families. 

Topping Mr. Koppenliaver's list of solutions is making the game easier to play. To him ~ 
controversially — that means creating new standards for clubs. 

The U.S. Golf Association, golfs rule-making body in the U.S., imposes perfomiance limits on 
clubs and balls to protect what it believes are the game's best traditions. Its stated purpose is to 
ensure that skill rather than technology remains the "dominant element of success tlirbughout the 
game." 

But in practice, the USGA's equipment regulations target elite players. The vast majority of 
amateurs can't swing well enough or consistently enough to even remotely threaten the integrity of 
the game. 

Critics like Mr. Koppenhaver are calling for biftircation - a division of equipment into pro and 
amateur lines. Pros — and possibly top-level amateurs — would play with clubs and balls that 
conform to the cuiTcnt mles. But manufacturers would be unleashed to create clubs and balls for 
amateurs that flew farther and were more forgiving of duffers' mistakes. That would let players 
have more ilin on the course — and make them more likely to retum. 

"1 don't play competitive golf, I don't have anything in conmion with Tiger Woods, I just want to 
have fiin," says Mr. Koppenhaver. "So why not let me play with clubs that can help make that 
happen?" 

An analogy to the ski industry is floating around golf circles these days: If there had been aUSGA 
equivalent in skiing, critics say, there never would have been snowboards. "Ski-resort owners 
gradually dropped their resistance to snowboards when they saw how much fun people were 



having witli them," Mr. Koppenhaver says. "They began to build areas with the extreme 
conditions that snowboarders wanted, both types of skiing now coexist, and the change probably 
saved that industry." 

Bifurcation is not likely to happen anytime soon. A spokesman for the USGA says the ' 
organization remains firmly committed to one set of rules for everyone. Most manufacturers are 
also reluctant to advocate bifurcation, at least for now, in part because their marketing efforts 
depend on the emotional connection everyday golfers make when they use the same clubs as the 
tour pros. 

But the idea of biftircation seems to be gaining a bit of traction, and to some degree it already 
exists. Tour pros swing so consistently that they can be precisely fitted with top-line clubs and 
balls that give them a huge advantage over amateurs. It's a subject that is not likely to go away 
soon. 

Speedy Leisure 

Another solution is speeding up the time it takes to play golf The old paradigm of spending all 
day Saturday and Sunday at the course, and maybe also one weekday afternoon, just doesn't fly 
much anymore. 

Starting 10 years ago, efforts were made to create more high-end practice facilities, with realistic 
targets, short-game practice areas, nice amenities and sometimes affiliated par-three or shorter-
than-standard "executive" courses. The concept was to make it possible for players to have a 
meaningfiil golf "experience" in just an hour or two. Many of these facilities have become 
economically viable, but altemative golf has not proved to be the silver-bullet solution that some 
had hoped for. 

One idea making the rounds now is to build new regulation-length courses, or reconfigure old 
ones, in three six-hole loops rather than the traditional two nine-hole loops. That would provide 
players with tlie option of playing rounds of six holes, 12 holes or 18 holes, depending on how 
much time they have. 

Another strategy, which the PGA is testing through experimental programs, is to encourage more 
two-ball play. In this method, a foursome divides into two teams of two. Then the teams compete 
using one ball each - the partners take alternate shots -- which significantly speeds up the game. 
Special times need to be set aside at a course for twosome play to proceed. 

Still another approach is simply marshaling the pace of play more aggressively. The Scott Lake 
course in western Michigan is among many across the U.S. that have had success promoting faster 
rounds — 4'/2 hours, tops. If a group falls behind, a marshal will accompany it for several holes 
and, rather than folding his amis and glaring, offer friendly, helpfiil advice on how to speed up 
play. "A lot of slow golfers simply don't know how to play faster," Mr. Koppenhaver says. 

Meanwhile, a handful of daily-fee courses certify players as "fast golfers" and allow only them to 
play during certain times, such as weekend mornings from 7 a.m. to 11 a.m. 

Reducing costs could also boost the participation of core players. The gradual escalation in golf 
costs over the past few years has affected all segments of the mai'ket. To compete against the 



numerous new high-end courses, many fonnerly inexpensive municipal and daily-fee courses 
boosted their green fees, sometimes to reflect outlays for course improvements and other times 
just because they thought they could. For many players, the difference between paying S41 and 
S29 per round, including cart, is enough to make them cut back on rounds significantly. 

A Booming Future 

So, what are Golf Inc.'s chances of getting back on track? Not bad at all. 

Revenue from the sale of clubs and balls has been trending upward slightly despite the flat 
participation statistics, thanks partly to ever more expensive, high-tech clubs. And the net loss of 
courses last year primarily reflects a necessary culling after an ill-advised building boom in the 
1990s. 

The biggest positive for golf in coming years is the retiring cohort of baby boomers. With more 
time on their hands to play and healthier bodies than their parents had, boomers alone should 
increase rounds played to more than 600 million by 2020 from roughly 500 million now, 
according to the National Golf Foundation. 

That projection is based only on demographic growth; it doesn't take into account any potential 
improvements aimed at enticing golfers to play more rounds. If Golf hic. learns to do a few 
important things better, it could see twice as much growth, says Joe Beditz, head of the NGF. 

Golf Inc. might even accomplish what it's been trying to do all along — bring in newcomers. 
Maybe someday golf will be so quick, economical and easy to learn that even most rank beginners 
will stick with it. 

I 

-Mr. Newport writes The Wall Street Journal's CoirJournul cfllumn. 

Write to John Paul Newport at iohnpaul.newport(aiwsj.com 



Attachment E - Metropolitan Golf Links Hiring Statistics 2008 

Position 
1 General Manager 
2 F&B Manager 
3 Golf Ops Manager 
4 Superintendent 

5 Golf Shop Staff 
6 Golf Shop Staff 
7 Golf Shop Staff 
8 Golf Shop Staff 
9 Golf Shop Staff 

10. Guest Services 
11 Guest Services 
12 Guest Services 
13 Guest Services 
14 Guest Services 
15 Guest Services 
16 Guest Services 

17 Maintenance 
18 Maintenance 
19 Maintenance 
20 Maintenance 
21 Maintenance 
22 Maintenance 
23 Maintenance 
24 Maintenance 
25 Maintenance 
26 Maintenance 
27 Maintenance 
28 Mechanic 
29 Intern - School to Career 

Residence 
Oakland 
Dublin 
Alameda 
Berkeley 

Walnut Creek 
San Leandro 
Oakland 
San Leandro 
Oakland 

Alameda 
Oakland 
San Leandro 
San Leandro 
Oakland 
San Leandro 
Oakland 

Oakland 
Hayward 
Oakland 
Hayward 
Oakland 
Oakland 
Oakland 
Alameda 
Oakland 
Oakland 
Oakland 
Richmond 
Oakland 

Ethnicity 
African American 
Filipino 
Caucasian 
Caucasian 

Caucasian 
Caucasian 
Caucasian 
Caucasian 
Latino 

Caucasian 
African American 
Caucasian 
Latino 
Latino 
Mixed 
Latino 

Latino 
Latino 
Latino 
Latino 
Latino 
Latino 
Latino 
Caucasian 
African American 
Latino 
African Amencan 
Other 
Latino 

Gender 
Male 
Male 
Female 
Male 

Female 
Male 
Male 
Male 
Male 

Male 
Male 
Male 
Male 
Male 
Male * 
Male 

Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 
Male 

Oakland Res. 
1 
0 
0 
0 

0 
0 
1 
0 
1 

0 
1 
0 
0 
1 
0 
1 

1 
0 
1 
0 
1 
1 
1 
0 
1 
1 
1 
0 
1 

AA 
1 

1 

1 

1 

1 

Latino 

1 

1 
1 

1 

1 
1 
1 
1 
1 
1 
1 

1 

1 

Caucasian Asian Other 
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Position Residence Ethnicity Gender Oakland Res. AA Latino Caucasian Asian Other 

30 Banquet Server 
31 Banquet Server 
32 Banquet Server 
33 Banquet Server 
34 Sales 
35 Banquet Server 
36 Pub 
37 Pub 
38 Sales 
39 Banquet Server 
40 Cook 
41 Cook 
42 Dishwasher 
43 Cart Server 
44 Dishwasher 
45 Pub 
46 Banquet Server 
47 Pub 
48 Banquet Server 
49 Banquet Server 
50 Banquet Server 
51 Pub 
52 Cook 
53 Cook 

% Of total 

Lafayette 
San Leandro 
San Leandro 
Oakland 
Oakland 
Oakland 
Hayward 
Oakland 
Richmond 
Oakland 
Berkeley 
Berkeley 
Oakland 
San Leandro 
San Leandro 
Oakland 
San Leandro 
San Leandro 
Hayward 
Hayward 
San Leandro 
Oakland 
Oakland 
Oakland 

Caucasian 
Latino 
Latino 
African American 
African American 
African American 
Caucasian 
Caucasian 
Caucasian 
African American 
Caucasian 
Latino 
Latino 
Asian 
Latino 
African American 
African American 
Asian 
African American 
African American 
East Indian 
African American 
Latino 
Latino 

TOTAL 

Female 
Male 
Female 
Female 
Female 
Female 
Female 
Male 
Female 
Female 
Female 
Female 
Male 
Female 
Female 
Male 
Male 
Male 
Female 
Female 
Male 
Female 
Male 
Male 

0 
0 
0 
1 
1 
1 
0 
1 
0 
1 
0 
0 
1 
0 
0 
1 
0 
0 
0 
0 
0 
1 
1 
1 

25 

47% 

1 
1 
1 

1 

-

1 
1 

1 
1 

1 

14 

26% 

1 
1 

1 
1 

1 

1 
1 

20 

38% 
14 

26% 
3 -2 

6% 4% 



Attachment F. 

FIRST AMENDMENT 
TO SUBLEASE AND OPERATING AGREEMENT 

THIS FIRST AMENDMENT, dated for reference purposes as of 
2008, is by and between the City of Oakland, a municipal corporation, acting by and through its 
City Council ("City") and Oakland Golf, LLCfOakland Golf). 

RECITALS 

A. The Port of Oakland ("Port") is the lessor and City is the lessee under the 
Amended and Restated Galbraith Golf Course Lease dated March 16, 1999, as amended by 
the First Supplemental Agreement and Second Supplemental Agreement (collectively, the 
"Lease"), which sets forth the terms of leasing the real property (Premises). 

B. City subleased the Premises, with Port's consent, to Oakland Golf pursuant to 
the Sublease and Operating Agreement, dated August 24, 2001 ("Sublease") for the purpose of 
developing and operating a public golf course ("Course"). 

C. Metropolitan Golf Links (name change from Galbraith), managed and operated 
by Oakland Golf, is the 18-hole regulation public golf course developed, on the Premises. 

D. At the request of Oakland Golf, staff from the City and Port developed this 
amendment that would provide partial rent relief to Oakland Golf in the amount of approximately 
$1 million over five years. 

E. Without rent relief, Oakland Golf would be forced to reduce costs, which would 
lower maintenance standards at the Course. 

F. Oakland Golf and the Regents of the University of California entered into an 
agreement through which UC Berkeley's Campus Intercollegiate Athletics Department (UC 
Berkeley) has constructed on a portion of the Course a new short-game practice facility, putting 
green, security fencing, and additional driving-range netting, for the exclusive use by UC 
Berkeley students, employees and guests during certain periods. 

G. The Bay Trail is planned to provide pedestrian and bicycle access along the 
edge of the San Francisco Bay (the "Bay Trail"). 

H. A portion of the proposed Bay Trail in the vicinity of the Course requires 
approximately 10,000 square feet of land which is a portion of the premises currently subleased 
by the City to Oakland Golf. 

I. City, with Port's consent, and Oakland Golf desire to amend the current 
Sublease to delete certain portions of land from the Sublease. The Parties desire to delete a 
portion of the land constituting the Subleased Premises from the Sublease in order to efficiently 
accommodate the proposed Bay Trail; and 

m i l d .-1 
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J. City and Oakland Golf, with Port's consent, desire to amend additional sections 
of the current Sublease as specifically set forth below, including hiring, use of the Course by 
the City, use of the new UC Berkeley short-game practice facility, installation of new FAA 
lighting, rent credits, right to sublease or assign and the administrative dates of the Sublease. 

NOW THEREFORE, in consideration of their mutual promises, the parties agree as 
follows: 

1. Subleased Premises. In reliance on Port's agreement and responsibility to bear all 
costs as described in the succeeding paragraph. City and Oakland Golf agree to modify the 
Subleased Premises by deleting approximately 10,000 square feet, as described on Exhibit A-1 
and depicted on Exhibit A-2 (both'attached hereto and incorporated herein by reference) from the 
Subleased Premises (the "Deleted Premises"). 

Pursuant to the Third Supplemental Agreement to the Amended and Restated 
Lease, (Lease) dated , 2008 the Port agrees to bear all costs incurred to delete and 
remove certain land from the Subleased Premises, including but not limited to, costs of fencing 
between the Course and the Bay Trail and re-landscaping the Course adjacent to the Deleted 
Premises. Pursuant to the Third Supplemental Agreement to the Lease, the Port also agrees to 
be solely responsible for all costs incurred to improve the Deleted Premises, and agrees that 
neither City nor Oakland Golf will be required to share in the cost of developing or maintaining the 
Bay Trail on the Deleted Premises. 

The modifications to the rental provisions in Section 6 of the current Sublease have 
not been modified due to the deletion of the Deleted Premises. 

2. Water. Section 3(d) of the current Sublease authorizes Oakland Golf to take rent 
credits against costs of obtaining irrigation water, as per the Sublease Exhibit L "Reclaimed Water 
Agreement". Oakland Golf represented to City that it exercised the right to terminate the 
Reclaimed Water Agreement on behalf of City effective March 4, 2008. 

Oakland Golf and City agree that commencing the first day of the month following 
the Effective Date of this First Amendment, Section 3(d) and Section 22 of the current Sublease 
shall be deleted in their entirety. 

3. Golf Tournament Facilities. Section 3{e) of the current Sublease is amended by 
adding the following to the end of the section: 

Oakland Golf hereby agrees to allow City to use the Course at no 
cost for golf tournaments to be conducted by or under the auspices of City 
twice each year. Oakland Golf also agrees that City shall have the right to 
use the Club House at no cost to City for a maximum of twelve (12) times 
each year. City and Oakland Golf shall cooperate and make reasonable 
efforts to designate, and mutually agree upon, the dates of such uses by 
City." 
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4. Minimum Rent. 

(a) Section 6(a) of the current Sublease is amended by the following: For a twelve 
(12) month period, Minimum Rent shall be reduced to fifty percent (50%) of the Minimum Rent 
othenwise payable pursuant to Section 6(a) of the Sublease (the "Relief Minimum Rent"). The 
twelve month period shall commence on the first day of the month following the Effective Date of 
this First Amendment (the "Relief Period"). The City Council shall review the fiscal situation of 
Oakland Golf LLC annually, and after review shall decide whether to extend the rent relief for 
another 12 months, up to a total of no more than four additional years (48 months). Upon the 
expiration of the Relief Period, the Minimum Rent shall be the amount payable pursuant to 
Section 6(a) of the current Sublease. Upon the expiration of the Relief Period, this Section 4(a) 
of this First Amendment is void and will have no force and effect. 

(b) Section 6(a)(v) of the current Sublease is amended to change the date for 
calculating the increase Minimum Rent. The new date, pursuant to the First Amendment is July 
1, 2008, and July 1 for the years thereafter. 

5. Percentage Rent. 

Section 6 (a) of the current Sublease is amended by the following: to provide that 
during the Relief Period, references to "Minimum Rent" for purposes of calculation and payment of 
Percentage Rent shall mean Minimum Rent without reference to Section 4(a) of this First 
Amendment. 

6. FAA's ILS/MALSR Lights. Section 3 of the Sublease is hereby amended by 
adding the following subsection t): 

Oakland Golf hereby acknowledges and agrees that the Federal Aviation 
Administration ("FAA") has the right to enter upon the Subleased Premises 
to erect, install, maintain and operate airport navigational aids. Oakland 
Golf further acknowledges that the FAA plans to construct and operate (or 
fund the construction and operation of) an instrument landing system 
("ILS") and medium-density approach lighting system and runway 
alignment indicator lights ("MALSR"), which will allow precision flight 
approaches by aircraft to Runway 27 Left at the Airport. As currently 
planned, the ILS will not be located on the Subleased Premises, whereas 
the MALSR will be located on the Subleased Premises. Oakland Golf 
agrees that it shall be required to adjust its operations, at no cost to Port, 
City or FAA, to accommodate the erection, installation, maintenance and 
operation of airport navigational aids on the Subleased Premises, including 
but not limited to, the proposed ILS and MALSR." 

7. CIP Fund. Section 14 of the current Sublease is amended by adding the 
following: 

(a) During the Relief Period, the percentage of Gross Revenues for each year required to 
be contributed to the CIP Fund, pursuant to Section 14(a) of the current Sublease, shall be 
reduced from four percent (4%) to two percent (2%). 
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(b) Upon the expiration of the Relief Period and for the remaining term of the 
Sublease thereafter, the percentage of Gross Revenue required to be contributed to the CIP Fund 
shall be three percent (3%). 

(c) In the event that Oakland Golf exercises one or more of its options to extend 
the term of the Sublease, as provided in Section 4(a) of the current Sublease, the percentage of 
Gross Revenue required to be contributed to the CIP Fund during any option period shall be four 
percent (4%). 

(d) Section 14(b) of the current Sublease, which provides that one-half of the 
contribution to the CIP fund shall be credited against rent due is deleted in its entirety. 

8. Hiring and Recruitment 

Section 3 (p) of the current Sublease is amended by adding the following: 
(iv) In the recruitment or hiring and retention of employees or subcontractors, 

Oakland Golf shall undertake non-discriminatory and equal outreach efforts that include outreach 
to minorities and women and all other segments of Oakland's businesses and communities. 
Annually, Subleasee shall provide data regarding their workforce, including race and gender of 
each employee and his or her job title or function and the methodology used by Subleasee to hire 
and or contact the individual in question. All hiring data shall be submitted to the City's Contract 
Compliance Division. 

9. ASSIGNMENT 

Section 5 of the current Sublease is amended by the addition of the word 
"Council": 

Except as otherwise provided below, Oakland Golf shall not assign this Sublease 
or the rights and entitlement granted hereunder, or sublet all or any portion of the Subleased 
Premises without the prior written consent of the City Council and Port, which consent shall not 
be unreasonably withheld. 

10. License Agreement for UC Berkeley New Short-Game Practice Facility 

Section 5 (b) (i) of the current Sublease is amended by adding the following: 
(a) Regarding the Agreement between the Regents of the University of California 

as Licensee and Oakland Golf as Licensor for the construction and use of the Short-Game 
Practice Facility (the "License"), the Regents are subject to Section 6 herein, and to all other 
provisions of the Lease and this Amendment applicable to Oakland Golf. In the event the 
underlying Sublease is suspended, terminated or otherwise for any reason deemed invalid or 
unenforceable at any time prior to the scheduled expiration of the Sublease, so long as 
Licensee is not then in default pursuant to the License (beyond the expiration of any cure 
period, after notice), and City remains Lessee under the Amended and Restated Galbraith Golf 
Course Lease and amendments thereto, the License shall not be barred, terminated, cut off, or 
foreclosed, nor will the rights of Licensee be disturbed, and City shall assume Licensor's 
position including Licensor's rights and liabilities, responsibilities and obligations, as though City 
was the original Licensor. Licensee shall attorn to City, provided that City shall assume the 
obligations of Licensor hereunder. 
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(b) City shall have use of the new short-game practice facility for youth program 
instruction as offered by Metropolitan Golf Links except during the times when the facility is used 
for Cal Berkeley Team practices, as defined in the Agreement. 

11. Effective Date. The Effective Date of this First Amendment shall be 

12. All capitalized terms used herein and not defined shall have the meaning ascribed 
to such terms in the Sublease. 

13. The modifications of the current Sublease are contained herein. All other 
sections of the current Sublease not modified or deleted herein are valid and continue to have full 
force and effect. 

IN WITNESS WHEREOF, the parties hereto have caused these presents to be 
executed as of the day and year first above written. 

CITY OF OAKLAND, a municipal cor­
poration, acting by and through its 
City Council, 

Dated: By:_ 
Title: 

Approved as to form and 
legality this _ day of 

, 2008. 

City Attorney 

Dated: 

Dated: 

This First Amendment 
is approved by the Port. 

OAKLAND GOLF LLC 

By:. 
Title: 

By:. 
Executive Director 
of the Port of Oakland 
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EXHIBIT A-1 

Legal Description of Deleted Premises 

(Legal description is currently being developed by Port staff and will be complete prior 
to First Amendment being recorded.) 

m t i A .-I 
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OFFICIAL BUSINESS 
DOCUMENT REQUIRED TO BE RECORDED UNDER GOVERNMENT 
CODE SECTION 37393, AND ENTITLED TO FREE RECORDAnON 
UNDER GOVERNMENT CODE SECTION 27383 

RECORDED ON BEHALF OF AND 
WHEN RECORDED RETURN TO: 

David L. Alexander 
Port Attorney 
Port of Oakland 
530 Water Street, 4th Fl. 
Oakland, CA 94607 

DUPLICATE ORIGINAL 
(For Recording) 

F l R S T 

A M E N D M E N T 

{Lease of Real Premises 
Located In City of Oakland, 

County of Alameda) 

Between 

CITYOFOAKLAND 

And 

OAKLAND GOLF, LLC 

Dated 

2008 



eland City Attorney's Office 

OAKLAND CITY COUNCIL 

Resolution No. C.M.S. 

RESOLUTION AUTHORIZING THE CITY ADMINISTRATOR TO 
EXECUTE (1) THE THIRD SUPPLEMENTAL AGREEMENT TO THE 
LEASE BETWEEN THE PORT AND THE CITY AND (2) THE FIRST 
AMENDMENT TO THE SUBLEASE, BETWEEN THE CITY AND 
OAKLAND GOLF LLC, WHICH BOTH SET FORTH THE FOLLOWING 
MODIFICATIONS REGARDING THE OPERATION OF METROPOLITAN 
GOLF LINKS: UP TO FIVE YEARS OF RENT RELIEF, CONDITIONAL ON 
CITY COUNCIL APPROVAL FOR EACH SUBSEQUENT YEAR, IN THE 
PROJECTED AMOUNT OF NO MORE THAN $1 MILLION, RESULTING IN 
A LOSS OF ANTICIPATED REVENUE TO THE GOLF ENTERPRISE FUND 
OF APPROXIMATELY NO MORE THAN $500,000 OVER THE FIVE YEAR 
PERIOD AND OTHER CHANGES TO THE SUBLEASE INCLUDING 
DELETION OF REAL PROPERTY TO ACCOMMODATE THE BAY TRAIL, 
HIRING, RENT CREDITS, USE OF FACILITIES BY CITY, NAVIGATIONAL 
AIDES, AND ADMINISTRATIVE DATES OF SUBLEASE. 

WHEREAS, Metropolitan Golf Links is an 18-hole regulation public golf course 
developed on property owned by the adjoining Oakland International Airport and was designed 
on the site of the former City of Oakland Galbraith Municipal Golf Course("Premises"); and 

WHEREAS, the Port of Oakland ("Port") is the lessor of that real property, and the City 
of Oakland ("City") is the lessee pursuant to the Amended and Restated Galbraith Golf Course 
Lease dated March 16, 1999 as amended by the First Supplemental Agreement and the Second 
Supplemental Agreement ("Lease"); and 

WHEREAS, the City, with the Port's consent, in 2001, subleased the Premises to 
Oakland GoifLLC in an agreement entitled "Sublease and Operating Agreement" ("Sublease") 
for the purpose of operating and managing the Metropolitan Golf Links; and 

WHEREAS, between 2001 and 2003, Oakland GoifLLC completed a $14 million 
capital improvement project at Metropolitan Golf Course; $9.5 million of which was funded by 
Oakland GoifLLC, and $4.5 million of which was funded by the Port and the City; and 

WHEREAS, Oakland GoifLLC has requested a temporary reduction in its rent for 
Sublease years 6 through 10 in the total amount of approximately $1 milUon over the next five 
years in order to continue the economic viability of the enteiprise; and 



WHEREAS, without rent relief, Oakland GoifLLC would be forced to cut costs, which 
would lower maintenance standards at the course; and 

WHEREAS, to accomplish the desired rent relief, it was necessary for the staff from the 
City and Port to modify and amend two separate documents: 1) the Third Supplemental 
Agreement to the Amended and Restated Lease between the Port and the City, and 2) the First 
Amendment to the Sublease and Operating Agreement between the City and Oakland GoifLLC, 
both of which are presented to the City Council for approval; and 

WHEREAS, the City and Port desire to amend the Lease to delete a portion of the land 
constituting the Leased Premises from the Lease in order to efficiently accommodate the 
proposed Bay Trail; and 

WHEREAS, the Bay Trail is planned to provide pedestrian and bicycle access along the 
edge of the San Francisco Bay; and 

WHEREAS, the portion of the proposed Bay Trail in the vicinity of the Course requires 
approximately 10,000 square feet of land which is currently leased by the Port to the City and 
subleased by the City to Oakland Golf; and 

WHEREAS, the City and Oakland GoifLLC, with the Port's consent, desire to restate 
the provision of the Sublease, regarding Oakland Golf LLC's obligation to actively recruit and 
hire Oakland residents as monitored by Contract Compliance; and 

WHEREAS, the Parties desire to clarify the Sublease provision that Oakland Golf LLC 
shall not assign this Sublease, or sublet any portion of the Subleased Premises without the prior 
written consent of the City Council and Port; and 

WHEREAS, Oakland GoifLLC and the Regents of the University of California ("U.C. 
Berkeley") have entered into a license agreement whereby Oakland Golf LLC has provided a 
portion of the golf course for the exclusive use of the UC Berkeley golf team for a short game 
practice facility, and has reserved other areas of the golf course for priority use by its golf team 
and that the City shall have use of the short-game practice facility for City of Oakland youth golf 
program instruction at all times as performed by Metropolitan Golf Links or agreed upon 
operator; and 

WHEREAS, Oakland Golf LLC and U. C. Berkeley desire that should the Sublease 
between the City and Oakland GoifLLC be suspended or terminated for any reason, the rights of 
UC Berkeley as licensee of the short game practice facility shall be assumed by the City pursuant 
to a new agreement; and 

WHEREAS, the City desires to use the course twice annually for golf tournaments and 
to use the clubhouse no more than 12 times each year for events and that the revenue from those 
events will accrue to the City's General Purpose Fund; and 

WHEREAS, the Parties acknowledge that the Federal Aviation Administration (FAA) 
has the right to enter onto the course to erect, install, maintain and operate airport navigational 
aids; and 



WHEREAS, the effective dates of the current Sublease are amended to be in alignment 
with the City's fiscal year, so that the increases in Minimum Rent will be effective commencing 
Julyl for each year; and 

WHEREAS, the two Sections conceming rent credits are deleted from the current 
Sublease: (1) "EBMUD Reclaimed Water Credits", which provided certain rent reductions based 
on the cost of obtaining irrigation water, and (2) "CIP (Capital Improvement Project) Rent 
Credit", which permitted rent credit against the contractual rent; now therefore be it 

RESOLVED, that City Cotmcil accepts and approves and hereby authorizes the City 
Administrator to execute the Third Supplemental Agreement to the Amended and Restated 
Ground Lease, between the Port of Oakland and City, as presented to the City Council; and be it 

FURTHER RESOLVED, that City Coimcil accepts and approves and hereby authorizes 
the City Administrator to execute the First Amendment to the Sublease and Operating 
Agreement, between the City of Oakland and Oakland GoifLLC, as presented to the City 
Council; and be it 

FURTHER RESOLVED, that the City Council agrees that the City may enter into an 
agreement with UC Berkeley for the short-game practice facility in the event that the Sublease is 
suspended or terminated prior to its expiration date; and be it 

FURTHER RESOLVED: That the Office of the City Attorney has approved this resolution 
as to form and legality and a copy will be on file in the Office of the City Clerk. 

IN COUNCIL, OAKLAND, CALIFORNIA, , 2008 

PASSED BY THE FOLLOWING VOTE: 

AYES - BRUNNER, KERNIGHAN, NADEL. QUAN, BROOKS, REID, CHANG, AND 
PRESIDENT DE LA FUENTE 

NOES-

ABSENT -

ABSTENTION-

ATTEST; 

LATONDA SIMMONS 
City Clerk and Clerk of the Council of 
the City of Oakland, California 


