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Introduction and Executive Summary

PURPOSE
Nati onal Golf Foundation Consulting, Il nc. (ANGFO0)
Court (ACountyo) to assist in evaluating the oper

C o u n tpuyblic-sccess golf facility. This three-course, 54-hole golf facility is known collectively

as the AGolf Courses at Kenton Countyo (AKenton C
Pioneers, Willows and Fox Run golf courses. Kenton County is seeking to have a strategic

review of golf and evaluate the long-term potential of this recreation asset, with consideration of

options to enhance the facilities and improve economic performance. The following NGF report

details findings and recommendations on the overall Kenton County golf system and each

individual component asset. In addition, the NGF team has detailed the economic condition of

the golf courses and the market environment in which this facility operates, and has provided a

set of recommendations for the County to help improve overall operations and economics.

BACKGROUND

The County is operating a single, three-course golf facility with three separate and unique 18-

hole golf courses. This includes a shorter and less expensive Pioneers course (originally the

iSout hd cour,s ea flfreniradl 109 6ME )l (I fioNvosr tchodu rcsceu rasdghef r om 198
newer and highly challenging Fox Run golf course (1992). The courses are all located on one

680+ acre site in the northern one-third of the County, approximately 10 miles from downtown

Cincinnati and six miles from the Cincinnati-Northern Kentucky Airport (CVG). The County is

now operating a diverse set of courses that vary in pricing from value to moderate and offers

Asomet hing for ever yothewapuptorseasonet ok prdfesspials.ner al |

The facility is part of the Kenton County community offering, and is operated as a separate
Enterprise Fund, under the supervision of the County Administrator. Kenton County GC is
operated as an affordable, high-quality public golf facility that serves year-round and seasonal
residents of Kenton County, as well as others for use on a daily fee basis. In reviewing the
Kenton County GCs, it is clear that this golf facility is important to the County, and adds value to
the Countyds over aAshwhole, the golafacilitpwas able fo gendrateg
approximately $2.0 million in total County revenue in 2014, along with about $2.3 million in total
operating expense. In 2014, the combined three-facility golf system is operating with revenues
that are not sufficient to cover the basic day-to-day operating expenses, which is a new position
for the golf courses that had traditionally covered all expenses and capital needs. This basic
financial condition is common in municipal golf across the U.S., as only about 33% of public
agency golf courses can cover all expenses and capital obligations.

The Countyés golf facility has declined in perfor
are not controllable by the County. Factors such as weather, the recent recession, the declining

interest in golf, the growth in the number of competing golf courses and even KCGC conditions

have all contributed to the recent decline. It is clear to the NGF that the County will now have to

become more active in addressing the issues related to golf operations and may even have to

accept a fAnew realityo f oihethangespceurringoto nmaagement of t hi
in late 2015 will also provide the County with an opportunity to re-think the oversight structure

for the golf courses going forward. The review and recommendations contained in this report

from NGF are designed to help the County understand what actions it can take to help

maximize the performance of the facility.

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Reporti 1



NGF REVIEW T 2015

In 2015, NGF Consulting was retained by Kenton County to assist with evaluating the golf

courses and to make recommendations to help ensure the long-term viability of the facility. This
includes a thorough r-iey@Gig asawellfas ak &é@natmmoftaen 06 a s
systemdébs capital needs and effects of deferred
this NGF study will be used by the County Fiscal Court as a guide for the future of golf, and to

help prepare a more formal master-plan of needed improvements and the priority and

sequencing of such improvements. The review includes an evaluation of the system as it is

presently operated, potential changes that could be made to the operation, and ideas for

physical changes that could also be made to help improve overall performance.

The findings and recommendations presented by NGF in this report are based on NGF
Consulting experience, knowledge of golf industry best practices, and a review of the Kenton
County GCs facility. NGF completed tours and meetings with key personnel in September and
October of 2015.

NGF activities completed to date include meetings with County staff, golf course staff, staff at
other area golf courses and comprehensive review of data. The meetings involved substantive
discussions about all key aspects of Kenton County golf course operations, as well as detailed
reviews of each subject golf course that included an in-depth tour / inspection and complete
interviews of the on-site manager and golf superintendent.

The key components and issues of this report include:

Overall condition and operating efficiencies of Kenton County GC
A review of golf industry standards and norms of operation

Status of the broader Kenton County / Northern Kentucky market area, with focus on
external issues that can affect public golf operations, including the balance between
demand and supply

1 A comprehensive review of the subject KCGC and its present physical condition and
capital needs

A careful estimate of the cost of improvements that may be needed at KCGC
Benchmarking Kenton County golf operations with industry standards and norms

Provide recommendations on the appropriate mix of facilities in relation to location,
quality, challenge and pricing

1 Provide recommendations to help expand the customer base for KCGC, and provide

ma

strategic guidance to ensure golfds continued

The NGF consulting engagement was managed by Richard B. Singer, Director of Consulting
Services, with assistance from other NGF staff including: Ed Getherall, Senior Director of
Operations; Clark Brown, Director of Research; and Jodi Reilly, Consulting Administrator. In

addition to meetings with Kenton County officials and golf course personnel, the NGF

consultants collected materials to aid in understanding the local market area, weather data,

other regional municipal golf operations, and golf operations in general. NGF also collects
considerable information and data on the golf
work, and much of this information and data is presented throughout this report.

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Report i 2
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SUMMARY OF KEY FINDINGS

Kenton County is operating a popular golf facility with a mix of amenities that is marketable in

the local area. However, it is clear that the overall condition of the golf courses is declining, due
in part to age and declining maintenance budget. Each of the three golf courses offers a unique
playing experience, although the newest course i Fox Run i is the most difficult and least
popular of the courses. The Kenton County golf system is set up to be an enterprise operation
where the courses are expected to cover 100% of all operating expense and capital upgrades.

Thi

S executive summargnpeovsdmmaminz it on

detaiingthe main findings and NGF recommendat.
Additional details and support data can be found in the full body of our report and its appendix.

Key Findings on Kenton County Golf Courses

n

revi ewi ng t haffaGliyutime tNg B Gonspltindtéam tound:

KCGC is well located in the center of Kenton County, and proximate to accessible
roadways and a modest golfer population. With three golf courses, KCGC provides
service to a wide range of golf customers with varying golfer skill levels. The
clubhouse facility is small given the number of golf courses it serves, but does
appear to have potential from enhancing revenue on site through its use by non-golf
activities such as banquets, parties and other gatherings.

Some level of renovation / upgrade will be required in the coming years. NGF sees
the golf course playing area, particularly the turf conditions and irrigation system, as
having the highest priority for upgrade.

The results of a survey of Kenton County golfers completed by NGF in late 2015
suggest general satisfaction with the facility, but some concerns about declining
conditions. The golfers in this survey want to see improvements and are generally
willing to pay a little more to golf at KCGC if they could be assured that the increased
fees would go directly to course and clubhouse improvements. The improvements
survey respondents want to see most include clubhouse upgrade, practice facility
expansion and F&B improvements. This survey group also indicated that Willows
was their most favorite course and Fox Run was the least favorite golf course.

During the course of the NGF engagement, the County implemented changes to the
management of the golf facility, thus providing an opportunity for a new program for
on-site management of KCGC. The limited NGF review suggests that KCGC would
operate best when both senior managers possess key designations (PGA, GCSAA)
and experience typically associated with successful golf operations. The NGF did
observe that the facility is under-staffed and operating with limited resources. As a
result, property conditions have begun to suffer and if this course of action is
continued, it is likely that the overall product offering at KCGC will become less
appealing leading to even further reductions in revenue.

It is clear that some capital infusion into the property will be necessary in the coming
months and years in order to maintain appropriate conditions and keep this property
and the golfing experience desirable and marketable to regional golfers. This
investment will be required in all areas of the facility, including clubhouse, golf
course, maintenance support and infrastructure/irrigation. This investment includes
both one-time capital spending, as well as recurring annual expenses. The total

of
ons
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investment required could be as high as $3.0 million in one-time capital expenditures
and upwards of $120,000+/- in annual recurring items.

1 Data reviewed by NGF shows a facility that has experienced a significant recent
decline in both rounds played and revenue earned. On a positive note, revenue
derived from clubhouse activities such as outings, events and catering has continued
to increase in the last several years.

1 The NGF review suggests limited golf marketing, although the County is improving in
this area with the recent addition of a Digital Communications Coordinator. As so
much of successful marketing in 2015+ is about technology, it does seem that this
facility will need better tools along with staff to improve the marketing of KCGC.

1 The playing fees and concession prices at KCGCS are generally appropriate for the
market and the overall quality of the facility offering. NGF review of the recent fee
history at KCGC shows very little change in fees since 2010, with most changes
coming in the form of additional discounts and specials, thus lowering the total cost
to play KCGC.

1 The F & B and merchandise operations at KCGC provide a nice complement to the
facility and provide a service to golfers. The space for F & B operations is quite small
for the number of golf holes and the menu of offering is very limited. As prices tend to
be very low, total net revenue from these sources tends to be low as well.

1 The basic financial equation of KCGC shows revenue in the range of $2.0 million
with expenses near $2.3 million, plus additional costs for goods sold. The revenue
earned at KCGC is much lower than average for public golf courses of this type,
suggesting that increasing revenue will be more important to sustaining this
operation than reduction in expenses, which are already too low to adequately
maintain the quality expected by patrons. The total expenses to operate the facility
are very low for a three-course, 54-hole operation and appear to NGF to be more in
line with a two-course, 36-hole operation.

Key Findings on Market and External Factors

The NGF recognizes that in operating public golf facilities there are variables to the operation
that can be controlled by the owner (County) and variables that cannot be controlled.
Uncontrollable factors include the location of the facilities, the demand for golf, the market
competition, the condition of the national, local, and regional economy, and the weather. While
some of the key controllable factors were identified above, other uncontrollable factors have
been reviewed by NGF to help the County understand the challenges in the external market that
affect demand for golf, and consequently golf revenue. The review and NGF recommendations
contained in this report are designed to focus on factors that can be controlled by the County
and to form the foundation of an appropriate business plan for golf. Some summary points about
the overall market environment within which County golf courses are operating include:

1 The external (and uncontrollable) market environment is not favorable for strong
economic performance of golf facilities. The basic ratio of golfers to golf courses is
unfavorable in the region and this is reflected in rounds activity at KCGC where Fox
Run is hosting only 14,600+/- rounds each year. The other two courses are hosting
rounds more in line with expected standards, and the County may find that the full
54-holes of golf at KCGC is not market supportable for the long term.

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Reporti 4



1 Kenton County is part of a large metro area with a large population that has
demonstrated strong affection for, and places a high value on, outdoor recreation.
The weather in Kenton can serve to limit the number of available golf playable days
and weather patterns can be unpredictable making long-term planning more difficult.

9 Total rounds frequency among golfers tends to be lower in Kenton than the U.S.
average. In addition to more traditional golf demand segments, the keys to growth in
golf activity at Kenton County golf courses will be increasing participation among
younger people (under age 35) and from minorities and females. Facilities that have
broader appeal to multiple segments (including beginners) tend to perform better in
this market.

1 Relative to its population, Kenton has a large number of golf courses leading to a
less favorable ratio of households to golf courses. The NGF has estimated a
Aithreshol dod ratio for successful public golf ¢
18-holes within 10 miles. The data shows that KCGC has closer to 2,400 golfers per
18-holes, about 40% less than the threshold. As a result, the County may find that
the full 54-holes of golf at KCGC may not be market supportable for the long term.

1 The supply-demand balance could become more positive with population growth and
no new golf course development. Additionally, the greater Cincinnati area and
northern Kentucky have strong economies and robust visitation from tourists and
business travelers that should be a target of advertising and promotional dollars.

1 The subject County golf facility has several key competitors, spread out in a wide
geographic area. Overall, the Kenton County golf courses are priced similarly, but
there is a strong core of lower-priced golf courses that keeps the market area very
competitive. The total rounds played at Kenton County golf courses are comparable
to local averages, although the Fox Run course is lagging way behind. Most all area
golf courses have experienced recent declines in activity.

1 Finally, all golf facilities face a couple of other factors beyond their control: First, a
high fixed expense structure and operating expenses that tend to rise more rapidly
than revenues (e.g., ability to raise fees is constrained); this dynamic appears to be
particularly acute in the public sector. Second, golf will always be at the mercy of the
weather. In a market such as northern Kentucky, with an average of 40 inches of
precipitation a year, excessive precipitation/cold/heat can make the difference
between golf course profits and losses.

NGF RECOMMENDATIONS

The NGF has prepared a comprehensive list of recommendations designed to help improve the
Countyds golf courses and make the facility more
contained in this review include: (1) considerations on operating philosophy of the system; (2)

changes and/or improvements that could be made to the physical plant so as to best match

demand and supply; and (3) specific ideas for improving the operation, growing the game and

thus rounds and revenues within the system. The NGF recommendations are summarized here,

with full detail on specific action steps detailed in the body of this report.

Basic Oversight and Structure

At present, the County has chosen to self-operate the golf courses with direct County control
and all County employees. In late 2015, a decision was made to terminate the existing golf

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Reporti 5



manager and provide an opportunity to re-evaluate the management of the facility. As part of

our review for Kenton County, the NGF team reviewed several alternate options for the

oversi ght and management of the Countyds golf facil
concession agreements and lease possibilities. The summary of our review shows that each

option has merit, although there was not a clear choice that shows this golf system to be in a

clearly improved economic position than it is at present. Still, these options do have merit and

the County could consider:

1 A management contract could bring added expertise and a tie-in to a national
marketing network. This would require the County to pay a fixed management fee
every year, regardless of performance and the County would still be responsible for
needed capital improvements. Further, the large employee benefit expense could be
reduced significantly, which could improve the economic position.

1 Atraditional concessionwi | | |l i kely produce too many Awor k
attention and shift the County from managing golf courses to managing multiple
contracts, and the County will likely still be responsible for capital expenditures. Any
form of concession is not Ilikely to bring the
favorable economic position than it is at present.

1 An outright lease of the facilitywoul d be an attractive option if
objectives in municipal golf were purely financial, and if a suitable partner could be
found that would be willing to take on all operational risk. However, NGF notes that if
the County opts to pursue a lease agreement for the golf courses, it should be
pursued only if the new lease partner will bring capital to the agreement and
complete some (or all) of the upgrades identified by NGF.

NGF Recommendation

In light of operational and physical recommendations that NGF believes will improve the
economic performance of the golf facility, the County is likely to find that continued self-
operation (as-is) or a new management contract will be the most viable operating structures, at
least for the short term. Regardless of structure, the NGF team recommends that the County
continue to operate the golf course with renewed focus on golf management expertise and a
renewed commitment to improving physical condition and expanding marketing. This focus will
offer the County the greatest chance for success in the operation and provide a level of hands-
on control. The key modifications to the County golf operation oversight include:

1 Improve marketing, focusing on golf and non-golf services (banquets, weddings,
parties, etc.), a |l arge portion of whlich can b
Communications Coordinator.

1 Increase the golf maintenance staff by at least one additional FTE (1,500 hours),
either with additional full-time or part-time staff, to help improve golf conditions.

1 Begin planning for the funding of needed capital improvements at KCGC, including
enhanced practice facilities, improved clubhouse conditions and new maintenance
equipment (among other items). Consider renovation of the property to
accommodate new amenities, possibly even considering the reduction from 54 to 36
holes and using possible land sale proceeds to fund improvements (more below).

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Reporti 6



Physical Improvement Recommendations

In recommending upgrades to the physical plant at Kenton County golf courses, NGF has

divided our suggestions into three considerations: (1) base improvements that should be

compl eted regardless of any Abig pictured changes
enhance/enlarge the practice area; and (3) alternative modification program to reduce the

number of golf holes at Kenton County GC.

NGF Physical Improvement Recommendations T Base Option

The base improvements identified by NGF for Kenton County GC were divided into one-time
capital investments (short-term and long-term), annual recurring items and other investments to
help increase revenue. The costs of these considerations are summarized in the table below:

Kenton County Golf System
NGF Recommended Upgrades 1 by Type

Low High

Initial Capital Investments Estimate Estimate
Willows #4 Retaining Wall Project $150,000 $175,000
Cart Paths / Bridges 200,000 250,000
On-Course Services 90,000 100,000
Longer Term Capital Investment

New Irrigation (Willows + Pioneers) 2,000,000 2,500,000
Total of Initial Capital Projects $2,440,000 $3,025,000
Investments to Enhance Revenue

Practice Range Enhancement/Expansion $250,000 $300,000
Clubhouse Upgrade $190,000 $225,000
Grand Total of all Capital Projects $2,880,000 $3,550,000

Recommended Annual

Recurring Annual Items Budget Increase

Maintenance Equipment Program $32,500
Staff Enhancement $25,000
Tree Removal $10,000
Tee Boxes $10,000
Bunker Program $7,500
Total of Annual Recurring ltems $85,000
Al'l figures are NGF Consulting estimates based on arc

years that have been provided to allow for preliminary planning. These amounts may or may not reflect actual costs for
Kenton County GC, and the County should engage appropriate research to cost out specific projects.

Alternative Physical Upgrade Consideration 1 Practice Facility Expansion

One alternate option for the County to consider is the modification some areas proximate to the

clubhouse to expand the driving range and allow for more activity and revenue. The driving

range is the highest margin revenue item in a golf operation and revenue in this area has been

historically low at KCGC. This option should allow the County to: (1) increase direct driving

range revenue by having more tee stations available to sell baskets of range balls; (2) increase

indirect revenue by making the facility more appealing and enhancing the ability to sell more

green and cart fees; and (3) provide additional golf teaching space to help promote various

Afigrow the gameo initiatives and help develop new
withagolfindust ry fAbest practiceo where al/l three benef.
a general lack of good golf practice facilities and these changes are expected to have strong
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market impact. A strong add-on for this concept off-shoot of this concept would be to add some
form of muted ground lighting to the driving range that would allow the facility to be open at night
while not disturbing neighboring properties. A preliminary schematic of how this consideration
could be achieved is shown in the exhibit below:

Alternative Physical Upgrade Consideration

Google Earth image showing the suggested changes to the property, including expansion of the driving range and range tee
area, new Pioneers #10 tee and new practice green. The NGF has estimated a total project cost to complete this renovation
of between $250,000 and $300,000 and could be completed over a few months with no disruption to other facility activities.

Alternative Physical Upgrade Consideration I Reduction of Holes

An additional possibility NGF reviewed for Kenton County is the consideration of reducing the
Golf Courses at Kenton County property from a three-course, 54-hole facility down to a two-
course, 36-hole facility. The NGF market review strongly suggests an over-supply of golf in the
area, and that the full complement of 54 holes may not be economically supportable/sustainable
for the longer term at this location. Further, it appears to NGF that the Fox Run course is the
least popular of the three courses, with activity now falling as low as 14,000 rounds. As such, it
is expected that Fox Run would be the logical choice for action facility reduction at KCGC. Other
key considerations from NGF on pursuing this course of action:
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The option should only be considered for the Fox Run course.

The option should only be considered if it involved a land sale, and proceeds from
that land sale are then put back into the KCGC to complete NGF-recommended
capital improvements.

1 Upon completion of this option, the County can than put all its focus on the remaining
two golf courses (Willows / Pioneers), and provide those courses with adequate
resources, capital and staff.

1 The county should not assume much change in total operating or maintenance
budget, as the two remaining courses will require the full complement of resources
currently being allocated for three courses.

T This course of action may put two or three of
Olympics) at risk, but there are limited alternatives for these events in the area and
the County should not be retaining expensive resources to accommodate only two or
three events per year.

The NGF has completed a full economic analysis of this option in the next section of the report.
This review shows that this course of action will help to bring the Kenton County golf operation
into economic balance on a day-to-day basis, but the real benefit will be the creation of a pool of
money from the land sale (if achievable) to provide capital to complete needed facility
improvements. Further study on the potential value and marketability of the Fox Run portion of
the property and proper site master planning is recommended by NGF.

Basic Operational Recommendations

Addi tional recommendati ons regarding basic operat
changes that may occur are provided and detailed in the NGF report. A summary of key
recommendations include:

1 Enhancing Technology: The County must continue to maximize its use of
technology in areas such as POS, email, databases, financial reporting and, of
course, its website.

1 Enhancing Marketing: This recommendation is widespread and covers many items.
Ultimately, the future success of County golf courses will be the ability to attract
tourists, large employers, women, minorities and leagues.

1 Attracting Less-Traditional Segments: The NGF has documented the changing
demographics and the fact that Kenton County has large populations that do not
have strong tradition in golf. The NGF has offered ideas for helping the County bring
new segments into golf, focusing on younger adults (18-35), minorities and women.

FINANCIAL OVERVIEW S UMMARY

As part of this NGF study effort, the consultants have prepared an economic evaluation to show

the potential performance of the Countyds golf <co
important of which is the implementation of NGF recommendations. We feel that these

estimates represent the best effort to create a 0
based on our complete review of the operation and market environment. The NGF projections

have beenprepar ed under three separate scenarioissof ope
with no major changes and no new capital investment; (2) completion of NGF-recommended
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upgrades in capital and annual recurring items; and (3) reduction of the KCGC to 36 holes
through closure of one course (most likely to be Fox Run).

Economic Performance Projections i i A4 sStenario

| f t he

County
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nue
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expected continued deterioration of economic performance and quality of facilities. A summary

of our projection shows:

Projected Cash Flow Analysis
Kenton County Golf Courses
i A4 s 0-H&AelOperation
2016 2017 2018 2019 2020

Total Rounds 76,100 75,700 74,600 74,000 72,900
Golf Rev. (GF, Carts, Passes) $1,486,000 $1,510,000 $1,522,000 $1,545,000 $1,555,000
F&B / Catering 336,000 343,000 347,000 353,000 357,000
All Other Rev. 202,000 206,000 209,000 213,000 215,000
Total Revenue $2,024,000 $2,059,000 $2,078,000 $2,111,000 $2,127,000
Less Cost of Sales: (COS)
Total COS $287,700 $294,500 $297,900 $303,000 $306,400
Gross Margin $1,736,300 $1,764,500 $1,780,100 $1,808,000 $1,820,600
Operating Expenses
Total Payroll $1,175,000  $1,210,000  $1,247,000  $1,284,000  $1,322,000
Total Operations $720,000 $742,000 $764,000 $788,000 $812,000
Total Expenses $1,895,000 $1,952,000 $2,011,000 $2,072,000 $2,134,000
Net On-Site Income ($158,700) ($187,500) ($230,900) ($264,000) ($313,400)
Average Golf Rev. / Round $19.53 $19.95 $20.40 $20.88 $21.33
Total Facility Avg. Rev. / Round $26.60 $27.20 $27.86 $28.53 $29.18

Economic Performance Projections i Upgrade Scenario
The projections made for the upgrade scenario assumed some changes to the operation,
including the completion of the capital upgrades shown below, with both capital projects and
annual recurring items. The NGF also assumes the maintenance condition of KCGC is
improved with 1,500 additional hours of maintenance staff time per year, beginning in 2016:

Year FY2016 FY2017 FY2018 FY2019 ‘ FY2020
Range, cart paths + on-course Willows #4, cart paths + Cart Paths + Annual Annual recurring only
Projects services + annual recurring clubhouse + annual recurring Recurring
Capital = $375,000 Capital = $445,000 Capital = $60,000 Annual recurring =
Amount Annual = $85,000 Annual = $85,000 Annual = $85,000 $85,000

National Golf Foundation Consulting, Inc. i Kenton County Golf Courses Final Reporti 10



A summary of our projection shows:

Projected Cash Flow Analysis
Kenton County Golf Courses
Upgraded 54-Hole Operation

Range, cart  Willows #4, cart Cart Paths +

paths + on- paths + on- Annual
Notable Improvements course svcs. course svcs. Recurring  Annual Recurring Items Only

2016 2017 2018 2019 2020

Total Rounds 76,100 76,100 78,100 80,100 82,100
Golf Rev. (GF, Carts, Passes) $1,486,000 $1,573,000 $1,683,000 $1,777,000  $1,874,000
F&B / Catering 336,000 381,000 401,000 422,000 443,000
All Other Rev. 202,000 279,000 294,000 310,000 326,000
Total Revenue $2,024,000 $2,233,000 $2,378,000 $2,509,000 $2,643,000
Less Cost of Sales: (COS)
Total COS $287,700 $314,200 $330,500 $347,500 $365,500
Gross Margin $1,736,300 $1,918,800 $2,047,500 $2,161,500 $2,277,500
Operating Expenses
Total Payroll $1,200,000  $1,236,000  $1,274,000  $1,312,000  $1,351,000
Total Operations $1,180,000  $1,275,000 $915,000 $882,000 $909,000
Total Expenses $2,380,000 $2,511,000 $2,189,000 $2,194,000 $2,260,000
Net On-Site Income ($643,700)  ($592,200)  ($141,500) ($32,500) $17,500
Average Golf Rev. / Round $19.53 $20.67 $21.55 $22.18 $22.83
Total Facility Avg. Rev. / Round $26.60 $29.34 $30.45 $31.32 $32.19

Economic Performance Projections 1T 36-Hole Scenario
The third projection prepared by NGF shows the Kenton County GC under the assumption of a
two-course, 36-hole operation, with closure (presumably sale) of Fox Run GC. The capital
upgrade program recommended by NGF is also completed, assuming all capital going to the
Willows and Pioneers courses. As it is expected that proceeds from the sale of the Fox Run
course would be used to complete the capital projects, no direct capital expenditure is assumed
for the KCGC during the next five years under this scenario. Expenses are adjusted to reflect a
smaller operation, although the change is only in operations (no change in payroll) where
expenses are reduced by $130,000 to $150,000 annually. Most of this savings will be from

water cost.
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A summary of our projection shows:

Projected Cash Flow Analysis
Kenton County Golf Courses
Upgraded 36-Hole Operation

Fox Run Close,

Range, cart  Willows #4, cart Cart Paths +

paths + on- paths + on- Annual
Notable Improvements course svcs. course svcs. Recurring  Annual Recurring ltems Only

2016 2017 2018 2019 2020

Total Rounds 76,100 70,600 73,800 74,300 75,800
Golf Rev. (GF, Carts, Passes) $1,486,000  $1,449,000 $1,599,000 $1,653,000  $1,728,000
F&B / Catering 336,000 424,000 461,000 483,000 506,000
All Other Rev. 202,000 259,000 295,000 305,000 320,000
Total Revenue $2,024,000 $2,132,000 $2,355,000 $2,441,000 $2,554,000
Less Cost of Sales: (COS)
Total COS $287,700 $326,100 $353,500 $368,700 $385,300
Gross Margin $1,736,300  $1,805,900 $2,001,500 $2,072,300 $2,168,700
Operating Expenses
Total Payroll $1,200,000 $1,236,000 $1,274,000 $1,312,000 $1,351,000
Total Operations $678,000 $699,000 $720,000 $742,000 $764,000
Total Expenses $1,878,000 $1,935,000 $1,994,000 $2,054,000 $2,115,000
Net On-Site Income ($141,700)  ($129,100) $7,500 $18,300 $53,700
Average Golf Rev. / Round $19.53 $20.52 $21.67 $22.25 $22.80
Total Facility Avg. Rev. / Round $26.60 $30.20 $31.91 $32.85 $33.69

Summary Discussion

I NGF Projections

The results of the analysis show that even with NGF recommendations and the modest growth
of rounds and revenues, we still expect Kenton County Golf system to see challenges in the
next few years. A summary of findings from the tables above:

1 By enhancing the facilities as recommended by NGF, the Kenton County GC will
improve its financial position and help to reduce losses on the operation, but the
NGF still expects the facility to operate very closetoi br eale n, 0
continue to lose money on-site. This is common in municipal golf throughout the
country as only about one-third of all municipally-owned golf courses can cover all

expenses.

or

1 If reduced to only two golf courses and 36 holes, the financial picture of the KCGC
operation begins to look more positive. However, under this scenario the County
will not be able to reduce much by way of expenses other than irrigation water
expense. Still, the NGF sees this option as the best opportunity to improve the
property and put appropriate focus, staff and resources towards the remaining two
golf courses that would improve drastically, thus likely leading to improved revenue
performance. A key to success in this scenario is the assumed money collected as
part of the sale of the Fox Run property, and this option should not be pursued if
proceeds from the sale of Fox Run are not sufficient to fund needed property

upgrades.
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I Thus, it is the finding of NGF that the Kenton County golf courses cannot sustain
themselves, even with enhancements, unless some external funding source is
found (land sale, donations, partnerships, taxpayer support, etc.). This is primarily
due to the large labor cost in the system and the large capital needs for basic
infrastructure and equipment improvements.

1 If the capital required to complete enhancements to the golf courses can be
generated by an alternate funding source, such as land sale, donations or
public/private partnerships, than the system should be able to return to a period of
relative stability in the next two to five years. The NGF projects that revenues from
golf operations should be enough to cover expenses and begin to replenish the
Golf Fund, but the revenue generated is not likely to be sufficient to cover the cost
of the upgrades needed to fix infrastructure problems and/or invest in new
amenities to help enhance revenue.

1 The above projections assume historical inflation in expenses and some inflation in
fees charged for golf facilities. The Kenton County golf courses will have to commit
to at least some fee increases every year, or every other year, to meet the NGFC
created projections.

SUMMARY CONCLUSION

Kenton County GC is a clear leader in providing affordable golf, but recent declines suggest that
County golf courses will have to become more active in attracting new golfers through enhanced
programming and marketing. I n addition, the NGF
is declining and losing its appeal to golfers, the clubhouse is too small and declining, and the
practice amenities could be enhanced to better promote an effective beginner program. It
appears that the County has worked hard to reduce expenses to match the decline in revenue.
As a result, the County is now operating a three-course, 54-hole golf facility on a budget better
suited for a two-course, 36-hole operation. The newest golf course, Fox Run, has been a key
point of County pride and a point of emphasis in marketing, but this is clearly the least popular
course and is hosting annual rounds well below the other two courses and is less than half the
standard.

The County can consider other investments to add to the appeal of these facilities and help to
maximize the reach into new customer segments. However, in the end, the County will see that
three golf courses and 54 holes of golf is just not sustainable at this location for the longer term,
and that options for reducing the property to a smaller number of holes should be considered.
This course of action is especially appealing if the property reduction could result in a pool of
money from land sale proceeds that can then be used to improve other areas of the golf course,
clubhouse, practice amenities and operating staff/equipment.

T he Co unholy dogrseslaBe basically set up in a traditional municipal golf format in that
the courses tend to attract a small core of regular play customers who participate in organized
groups and leagues and tend to play golf at the lowest possible rate, even at peak demand
times. If the County is to improve its overall economic position on these golf courses, then some
adjustment will have to be made to allow for higher paying golf customers at peak demand
times, and possibly displacing these regular play customers. This is a delicate balance that all
public golf facilities face and one that the County has not really confronted in the past, but may
be in a position to have to confront in 2015 and beyond due to declining economics.
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In summary, our findings are that Kenton County is operating very popular golf facilities with
amenities that are good enough to generate close to $2.0 million in total gross revenue from all
sources in 2015, with total operating expenses around $2.2 million. The level of overall
performance is common among municipal golf facilities in the U.S., as about 70% of all public
agency golf operations are not able to earn revenue sufficient to cover expenses.

The most important NGF recommendations for
1. Improve the physical condition of the golf courses with enhanced staff, new
equipment and upgraded amenities.

Maximize the use of technology and marketing.

Consider private contract management as a method to enhance golf business
expertise and reduce its labor (and benefits) cost.

4. Consider a property lease only if the lease partner will bring capital to complete
needed upgrades and improvements.

5. Consider reducing to 36 holes and selling Fox Run GC, only if proceeds from the
sale will be put back into improvements at the remaining 36 holes.

6. Embrace and implement new activities that appeal to less traditional golfer
segments, especially female golfers.
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External Factors Affecting the Operation of
Public Golf Courses

In this section of the report, NGF will provide a summary of important external factors that have
direct effect on the operation of Kenton County Golf Courses. This includes a review of local
demographics and the economy, national golf industry trends, and a specific estimate of golf
demand in Kenton County. NGF will also provide a review of other golf courses in the market
area that compete with KCGC for market share. We will then provide a summary of these
factors and how they relate to the continued operation of County Golf facilities.

DEMOGRAPHICS, ECONOMY AND WEATHER

NGF has examined certain factors that have the potential to affect the performance of Kenton
County Golf Courses. These factors are generally viewed as mixed for golf demand, as the
County has demographic characteristics that tend to coincide with higher-than-average
participation in golf, but the County has a relatively small overall population when compared to
the number of golf courses.

Demographic Analysis

With close to 164,000 people (2015 estimate), Kenton County has seen only modest growth in
the last 20 years and the median income for the County is higher than the State and total U.S.

County / State / National
Summary Demographics

Kenton County Cincinnati CBSA Kentucky u.S.
Population 1990 Census 141,996 1,832,303 3,684,185 248,584,652
Population 2000 Census 151,464 1,994,825 4,041,767 281,399,034
CAGR 1990-2000 0.65% 0.85% 0.93% 1.25%
Population 2010 Census 159,720 2,114,580 4,339,367 308,745,538
CAGR 2000-2010 0.53% 0.58% 0.71% 0.93%
Population Estimate 2015 163,633 2,142,623 4,408,942 319,998,423
Population 2018 Projected 166,444 2,172,577 4,524,008 332,811,226
CAGR 2010-2019 0.52% 0.34% 0.52% 0.94%
Median HH Income (2015 Estimate) $54,559 $54,706 $43,864 $52,747
Median Age (2015 Estimate) 37.0 37.8 38.5 37.8

CAGR = Compound Annual Growth Rate. Source: NGF Consulting, Tactician Corporation, Applied Geographic Solutions

Other Findings:

1 Median Income in Kenton County is 25% higher than the state median, and slightly
higher than the national median income of $52,747. In general, higher income
residents are more likely to actively participate in golf than lower income residents.

1 Median Age in Kenton County is moderately lower than the state and national
medians. In general, golf participation and frequency tends to increase with age.

1 The local markets have very high Caucasian populations compared to the national
average. Caucasians have traditionally exhibited the highest golf participation rates.
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Key Economic Factors

Kenton County is a small part of a large Cincinnati metropolitan area, located up to 20 miles

from downtown Cincinnati. The Countyd s popul ati on density is highly
northern part of the County, in immediate proximity to downtown Cincinnati. Following are some

key observations about climatic and economic characteristics of Kenton County and greater

Cincinnati that have the potential to affect demand for golf:

Climate

As with any outdoor recreation, weather will have impact on golf participation. NGF data
estimates that almost all golf is played with temperatures between 50 and 90 degrees
Fahrenheit. Understanding local weather patterns helps determine the number of golf playable
days. The data suggests that golf in northern Kentucky can be played year-round in an
abnormally warm year, but that the area is essentially a 9 to 10-month golf market. With an
average of +40 inches of precipitation a year, this golf market is prone to a reduction in playable
hours/days. The following table presents a summary of monthly weather data for the Florence-
Covington area based on 50-year recorded trends:

Climatological Data
Florence-Covington, KY Area
Month Temperatures Precipitation
Average  High Low Inches
January 30 38 21 3.2
February 33 42 24 2.8
March 43 52 33 3.9
April 54 64 43 3.5
May 63 74 52 4
June 72 82 61 3.8
July 76 86 65 4.1
August 74 85 63 3.3
September 67 78 56 2.8
October 56 67 45 2.7
November 44 53 35 34
December 34 42 26 3.1
Source: Weatherbase, Covington, KY

Kenton County / Northern Kentucky

Northern Kentucky (Boone, Campbell and Kenton Counties plus 37 distinctive communities)
features a strong and expanding economy, a pro-business attitude, and excellent schools,
healthcare facilities, and transportation services that contribute strongly successful economic
development activities. Northern Kentucky offers the benefits of a 2.1 million+ metropolitan
area, while providing the convenience and affordability of a smaller community. With an
estimated population in 2014 of 382,000 residents in those counties, Northern Kentucky
represents about 17% of Cincinnati MSA residents.
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9 Basic 1 Kenton County has a population of about 163,600 (2015 estimate), with not
much growth projected by 2020 (166,400 population estimated for 2020). The
County is part of the large Cincinnati-Middletown MSA, which totals over 2.1 million
persons and is 28" largest MSA in the U.S. The racial makeup of the County is
90.5% white, 5.0% Black or African American and 2.8% Hispanic.

1 Economy i Kenton's location is beneficial for its economy, both in proximity to
Cincinnati and within the County itself. Situated in an ideal geographic location,
Northern Kentucky is within 600 miles oftwo-t hi r ds of the nationds pop
economy is driven significantly by the convenience of the Cincinnati/Northern
Kentucky International Airport (CVG). Other observations:

A The region has several large employers with over 2,500 employees, including
Kohl 6s Depart ment Stor es, Pro Health Car e,
and Ro uKedtgn &asunty also has a strong surface transportation
infrastructure that can be an economic advantage. As such, there reason to
assume continued health in the Kenton area economy, leading to continued
demand for golf. at Anormal o | evels

A Travel and tourism is one of the greater Ci
drivers. The region (covering 15 counties across Ohio, Kentucky, and
Indiana) hosted more than 24 million visitors in 2013; these visitors spent
more than $4.4 billion and helped sustain more than 74,000 jobs (total
income of $2.3 billion). Since 2009, tourism sales have grown at an average
annual pace of 4.1% (natl. = 3%). These regional tourists are an important
source of supplemental demand for local golf courses.

A Employment in Kenton County appears to be stronger than the State and
nation as a whole. The US Commerce Department statistics show the
unemployment rate in Northern Kentucky at the end of 2012 was 5.9%,
compared to 6.4% for the State and 7.0% for the total U.S. Stronger than
average employment is also viewed as a positive indicator for the continued
operation of County golf courses.

1 Sportsi The greater Cincinnati area is home to a number of professional and semi-
professional sports teams, including several i
Cincinnati Reds and t h eThé\areh &s® hots annambarofa t i Benga
amateur sports, including college and high school sports. The high participation in
sporting activity in this part of Kentucky has clearly impacted participation at Kenton
County Golf Courses.
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GOLF MARKET SUPPLY AND DEMAND INDICATORS
Below are some observations regarding national and local trends in golf demand and supply.

National Trends in Golf

Participation

Golf participation in the U.S. has grown from 3.5% of the population in the early 1960s to about
9% of the population in 2014. NGF estimates that the number of golfers fell in 2014 to 24.7
million, only slightly | ower than 2010.
most committed customers continue to
majority of those who have left the game were largely uncommitted and infrequent golfers, and
with their departure, the average-rounds-played-per-golfer has been on an upward trend.

Wh i

All U.S. Golfers (millions)

1985 1995 2000 2005 2010 2014
All golfers age 6+ 19.5 24.7 28.8 30.0 25.7 24.7

National Golf Foundation. Golfer defined as a person 6 or older who plays at least 1 rounds in a given yr.

pl ay at

National Profile (NGF end of 2014 data)

Participation Number Average Rounds Total Annual
Rate of Golfers per Golfer Rounds
United States 9.0% 24,719,000 175 431,310,000

Considering the severity of the recession and its lingering effects on discretionary income and
time, golf has held up rather well. Multiple NGF studies of golfers since 2008 would attribute the
gradual decline in golfers and rounds primarily to the impact of lower job security and concern
over personal finances, not waning appeal for the game.

Golf Industry Overview 2015

Golf continued its macro trend toward stabilization in 2014, in contrast to sensational negative
perceptions of the game as portrayed by mainstream media. Socio-demographic, financial and
cultural headwinds certainly persist for golf, and it remains highly competitive for golf-related
busi ness e s -for-ay §réed fee revenyes and other spending on the sport will always
be vulnerable to outside forces including weather and the economy, but the game remains
popular and fortunate to have a deep well of interested prospects. Positive economic indicators,
stabilization in participation and rounds played, an increase in weather-adjusted utilization, and
the return of private equity funding to the industry are just a few of the under-reported
developments in golf that tell the current story of the industry. Other findings:

9 Participation 2014 - Despite poor weather that suppressed first-quarter play in
2014, rounds played finished the year only 1.7% behind 2013. Average rounds per
day open were up in 2014 despite a decrease in overall playable days. The golfer
number (participation) appears to be continuing a stabilization trend, with 2014 as
the fourth consecutive year at approximately 25 million golfers that played at least
one round of golf in the past 12 months.
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1 Golf Course Supply 2014 - The correction in golf course supply continued in 2014
at a level comparable with the previous three years. According to NGF data, since
the market correction in golf course supply began in 2006, there has been a
cumulative net reduction of 531 golf courses (18HEQ), which represents a drop of
about 4% off the peak supply year of 2005. For perspective, golf supply grew by 40%
in the previous 20 years (1985-2005). This much-needed move toward
supply/demand equilibrium is expected to continue for the next several years.

1 Economic Indicators i Aside from the weather, the U.S. economy and the state of
consumerso6 personal discretionary income has t
gol fersd feel their financial situations are i
confidence is low the sport tends to suffer. Consumer confidence and spending (two
primary indicators) are at post-recession highs. Despite the presence of those
positive indicators, golf hasnbét recovered as
mainly to slow recovery in median household income. Historically, participation has
closely tracked Real Adjusted Household Income, suggesting that if income
i ncreases, therebébs a |ikelihood that the gol fe

1 Looking Ahead i Provided rounds played and participation remain stable, and there
is no reason to forecast otherwise, golf is likely a good weather year away from
seeing growth in 2015. According to Golf Datatech, rounds played YTD through May
2015 were up 1.6% nationally, but down 10.7% for the South Central region, which
includes Kentucky. Kentucky, however, was down just under 1% for the year.

Additional course closures will occur as the mark
that the quality and affordability of the remaining courses will provide golfers with plenty of

reasons to play when the weather cooperates i just as they did in 2014. The NGF data does not

support widespread decline in golf, but golf business remains competitive, as is the case with

many business categories in the U.S. economy. The smartest, best-managed and most

innovative golf facilities will win market share and have the best opportunity for growth.

Local Golf Demand

The following are some summary NGF observations regarding key golf demand measures for
the local golf market. Please see the supporting tables in Appendix B.

1 There are an estimated 10,000 golfers living within five miles of Kenton County
courses, and 31,000 golfers within 10 miles of the County facility. These golfers have
the potential to demand as many as 547,000 rounds of golf each year. However, of
these golfers and rounds, approximately 50% of them are from outside Kenton
County. NGF estimates a total of 13,450 golfers potentially demanding as many as
236,700 rounds from residents within Kenton County.

1 NGF estimates that about 433,000 rounds are played each year (varies based on
weather) at the golf courses in this 10-mile market, an average of 33,000+ per 18
holes of golf.

9 The golf demand indices for the local Kenton County market indicate golf
participation rates that are 10% to 15% higher than the national rate. Rounds
demand per household is about the same as the national benchmark (this measure
of demand mitigated somewhat by climate issues and the relatively low median age).

1 As population growth is not expected to be significant, the change in number of
golfers is also not expected to increase significantly by 2020.
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Visitor Golf Demand

Earlier we noted about 24 million visitors to greater Cincinnati in 2013. These visitors contribute
significantly to golf course activity in the overall region. NGF research shows that roughly one-
third of all golfers participate in the activity while traveling, playing 0.557 rounds per day of
travel. Based on current golf participation rates, the estimate for total tourist golf rounds in the
broader Cincinnati market is 450,000 to 500,000 rounds annually. Though Kenton County is not
likely to capture any more than a very small share of these incremental rounds from visiting
golfers, it is nonetheless important for the County to maintain a strong marketing presence,
especially through digital/website channels, as a couple of thousand visitor rounds could make a
big difference in the bottom line.

Latent Demand

People who express an interest in playing golf but have not yet started include former golfers

and those who have never tried. The demographic profile of latent demand tends to be more

female and younger than the population as a whole. Surveys show these golf-interested non-

golfers cite several barriers to entry in golf, including the cost and social aspects (no one to play

with). The latent demand population is comparable to the golfer population, and NGF estimates

as many as 18,000 interested non-golfers in Kenton County. Gi ven gol fdés tenuous
situation, a | | gol f courses should have active progr ammi
prospective new golfers.

Local Golf Supply

The following are some summary NGF observations regarding key golf supply measures for the
local golf market. Please see the supporting tables in Appendix B.

1 There are 12 total golf facilities (7 public access), totaling 234 holes, within 10 miles
of Kenton County GCs. Overall, Kenton County has only six (6) golf facilities totaling
126 holes. Ratio analysis based on national benchmarks shows that this market has
40% more golfing households available to support each 18 holes of golf than the
nation overall (33% for public cours$®s). For o0
public courses such as BLGC, there are 12% fewer golfing households per 18 holes
compared to the national benchmark (unfavorable).

91 The NGF estimates that a net of 243 holes were closed in the Cincinnati MSA since
2005, the equivalent of 13.5 eighteen-hole golf courses (all public). This is consistent
with broader national trend of golf course contraction. Some of the most recent
closures include 18-hole courses Deer Run CC, Hillview GC i both located in
Hamilton County i and 18-hole Holly Hills GC in Warren County. Closer to home, the
data shows no net change in golf holes in the 10-mile ring around Kenton County
GCs or in Kenton County overall.

1 The NGF database shows no new golf courses either in planning or under
construction in the Kenton County market area.

Golf Course Market Supply / Demand Summary

Using the most basic measures of golf demand and supply, we note four possible combinations

for any given mar ket area: (1) favorable demand a
marketo); (2) favorable demand and uddmandandabl e su
favorable supply (fAinactiveo); and (4) unfavorabl

The review of data for the Boone County / greater Cincinnati area suggests a potential growth
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market for golf, with relatively strong demand from resident households, somewhat favorable

golfing household per 18 holes ratios, significant supplemental demand from visiting golfers,

projected growth in population, and no new golf courses on the horizon. However, the local and
regional markets appear to stil | be relatively oversupplied with 6
despite course closures over the last decade.

Golfers per 18 holes

NGF has also evaluated the relative strength of these markets with a comparison to a national

it hr es hol dpérgalf tourgeanlthin 40 nsles of a golf course. In its 2009 publication

firhe Future of Public Golf in America,0 NGF hypot hesized that the best
courseods success was the numbermilorbddiugwithé#,@0 s per 18
identified as the key number for projected financial stability. As shown in the table below, the

local Kenton County and greater Cincinnati markets have far fewer golfers per golf course than

the identified threshold, thus lowering chances for successful golf operations, all other factors

being equal. The importance of this metric is mitigated somewhat in markets with a high annual

influx of visiting golfers.

Est. No. of Total 18-H Golfers per 18
10-mile Ring Golfers Equivalent holes
Kenton County GCs 31,846 13 2,450
Tot al U.S. AThresholdo for 4,000
Aggregate Cincinnati MSA 235,409 109.5 2,150
/Aggregate State of Kentucky 329,131 233 1,413

Source: National Golf Foundation

LOCAL COMPETITIVE GO LF MARKET

NGF Consulting has analyzed the public access golf market in the Kenton County primary trade
area, with particular emphasis on determiningt h e Co u nt gurréntanarket poditignéasd
prospects for sustaining and/or building market share in the future. On the following pages, we
list summary operating information for a group of selected competitive golf facilities. This list
was not meant to be totally exhaustive or to account for all of the potential competition to Kenton
County GCs, but rather, to offer a frame of reference in evaluating actual performance of the
subject in recent years. At the end of this section, we provide our significant findings regarding
the competitive market.

Competitive Public Access Golf Facilities Map

The map below shows the relative locations of the primary and secondary competitors to the
Kenton County Golf Courses. The list of secondary competitors is intended to be representative,
but not exhaustive.
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Summary Information

The following tables provide summary information for Kenton County GCs and a selection of
other primary and secondary competitive golf facilities.

Kenton County GC Competitors i Summary Information

Primary Golf Facility List Location Type gsg; Splgrp/e Fé(;gtk'_rreeee/ R_?ene%e ﬁgﬁ?otr?
County GCs

Kenton County Golf Courses Independence, KY  54H-MU 1981 10 -

Willow 18 72/134 5,131/6,734

Pioneer 18 71 /113 4,385/ 5,966

Fox Run 18 7271138 4,788/6,979
Boone Links Golf Course Florence, KY 27H-MU 1968 717130 0 6.2

Brookview/Lakeview 721141 5,420/ 6,742

Ridgeview 1,913/2,713
Lassing Pointe Union, KY 18H-MU 1994 71/129 5,153/6,724 10 6.3
Devou Park Golf Course Covington, KY 18H-MU 1920 70/114  3,965/6,103 7.4
Twin Oaks Golf & Plantation Club ~ Covington, KY 18H-DF 1920 70/118 5,011/6,392 6.7
Secondary Facility List Location Type SSSL SPIg:)/e Féggtk-.rreei/ R_I:’:lenegse ﬁgﬁfotr?

County GCs

The Links At Rising Star Casino Rising Sun, IN 18H-DF 2000 71/123 5,006/ 6,406 0 14.3
Aston Oaks Golf Club North Bend, OH 18H-DF 1999 721/ 5,019/6,908 20 14.8
Neumann Golf Course Cincinnati, OH 27H-MU 1964 15 14.2

Red 2,187 /2,913

White 2,230/ 2,944

Blue 2,210/ 3,156
California Golf Course Cincinnati, OH 18H-MU 1936 70/121 4,826 / 6,245 10.5
A.J. Jolly Golf Course Alexandria, KY 18H-MU 1962 7117128 5,330/ 6,235 12.0
The Vineyard Golf Course Cincinnati, OH 18H-MU 1986 71/131 4,747 16,789 14.9

1 Air miles from subject site, rounded to half-mile; actual driving distances will likely be greater.

Type: DF 1 Daily Fee; MU i Municipal
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Key Competitors

Peak Rates
9-Hole 18-Holes Senior Rates Twilight Rate . .
Facility List FTYPE | Holes WD/WE WDI/WE WD/WE WD/WE U”::1”(]'if/e/dpgr?]ﬂ"?gzhi'\gfgmfrh'p
w/ cart w/ cart w/ cart w/ cart ) y
Kenton County Golf Courses MU 54
Willow 18 $26.50/$26.50 $46/$46 $30/$30 (WE after 5pm) -
Pioneer 18 $24.50/$24.50 $42/$42 $28/$28 (WE after 5pm) - $850/-/$600/$300
Fox Run 18 $28.50/$28.50 $52/$52 $32/$32 (WE after 5pm) -
Boone Links Golf Course MU 27 $25/$25 $45 / $45 $31/%$31 -
. - $850/$1,200/$600/$250
Lassing Pointe MU 18 $26 / $26 $49 /$49 $35/$35 -
Devou Park Golf Course MU 18 $21/$22 $34/$37 $25/$25 (WE after 3pm) - $900/$1,100/$700/$600
Twin Oaks Golf & Plantation $36/$36
Club DF 18 $25/$29 $36/$45 $30/- (WE after 1pm) N/A
9-Hole 18-Holes Senior Rates Twilight Rate Unlimited Non-Res. Membershi
Secondary Facility List FTYPE | Holes WD/WE WD/WE WD/WE WD/WE . . - rship
Indiv./Family/Senior/Junior
w/ cart w/ cart w/ cart w/ cart
The Links At Rising Star Mon-Th/Fri-WE Mon-Th/Fri-WE
Casino DF 18 ] $53/$60 $35/$50 - $1,200/-/$900/-
. . Mon-Th / Fri / WE Mon-Th/FrilWE
Aston Oaks Golf Club? DOF | 18 | M | o $29.75/$31.50/$20 - 1$39/$40 AT
(WE after 3pm) (WE after 2pm) ’ e
Neumann Golf Course MU 27 $23/$24 $39/$42 $32 / $32 (WE after 3pm) $27/$27 N/A
California Golf Course MU 18 $23/$24 $39/$43 $35/ $35 (WE after 3pm) $29/$29 N/A
A.J. Jolly Golf Course MU 18 $25.25/$26 $45.50/$48.50 $40/ - - $740/$1,100/$680/$250
The Vineyard Golf Course MU 18 - $44.55/$47.55 $39.05/$39.05 - N/A

2 Aston Oaks GC offers different prices throughout the day. Listed are peak rates for each day.
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Key Findings i Competitive Golf Market

NGF Consulting research indicates the following general findings regarding the competitive
market for Kenton County golf courses:

9 Based on discussions with City staff and golf course management, as well as type,
guality and proximity of facility, NGF identified the two Boone County golf courses
(Boone Links and Lassing Pointe), Devou Park GC, and Twin Oaks as the primary
competitors to the Kenton County Golf Courses.

1 There is a lot of good quality and affordable golf in this market, and thus there are
several secondary competitors for market share (especially visitor). These include
several municipal facilities, such as California and Neumann GC (Cincinnati Rec.
Commission); The Vineyard (Hamilton County); and A.J. Jolly (Campbell County).

91 Despite a regional market that offers golf consumers a wide range of choices, the
NGF believes the Kenton County Golf Courses offer a strong value proposition and
generally compare favorably to the competition. The mix of three golf courses with
differing features all in one location helps this facility to compete effectively for
market share based on golf course experiences.

9 Total rounds activity among golf courses in this market has declined since a recent
peak around 2008, and the long term peak around 1999-2000. While play has
stabilized since 2010 for Boone County golf operations, the Cincinnati, Hamilton, and
Kenton County municipal golf courses continued to experience a decline in play
between 2010 and 2014 (though yearly weather variations have likely played a role).

1 NGF research suggests that, both regionally and nationally, golfers are playing fewer
rounds, as well as shifting their play to less expensive rounds, such as twilight.
Additionally, larger outings and tournaments continue to be off at many golf facilities.

1 Green fees among the competitive set we profiled were generally within a tight
range, with 18-hole rates in the $35 to $50 range (with cart). Unlike the pricing
convention in most markets, there is little or no differentiation between weekday and
weekend rates, as well as little delineation for twilight or senior rates.

1 Kenton County, Boone County and the City of Covington each offer a variety
(individual, family, senior, junior) of unlimited play season passes. All three
municipalities are offering generally similar pricing in 2015.

1 The competitive nature of the regional golf market places significant constraints on
the ability to raise green fees. This is evident in the fee structures of the primary and
secondary competitors; despite some high quality and well maintained golf courses,
the majority of courses keep their peak weekend riding rates at or below $50. The
NGF database lists only one premium price point (>$70 peak riding green fee) in the
entire Cincinnati market area.

9 Of the 11 facilities listed, only three (Kenton County, Neumann, Aston Oaks) have
driving ranges, and most of these are small. Among the more active practice facilities
inthe marketarethe47-st ati on range at the City of Floren
stand-alone Golf Ranch in Burlington.
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Regional Municipal Golf Operations

NGF obtained basic information (e.g., rounds played, operating revenues & expenses) from
several area municipal golf operations, including the six-facility (117 holes) Cincinnati
Recreation Commission system, Great Parks of Hamilton County (seven facilities, 126 holes),
Boone County (two facilities), and the City of Covington, KY (one 18-hole facility) for the
purpose of benchmarking the performance of the Kenton County operations. Below are some
summary findings (see Appendix C for the comparative tables):

1 Rounds played per day seem to have stabilized over the last three years, though
2012 was the best year of the last five in this market due to highly favorable weather,
especially in the spring.
1 While the Hamilton County, Cincinnati, and Kenton County systems experienced
rounds declines of 9.9%, 16.9%, and 11.1%, respectively between FY 2010 and FY
2014, Boone Countybds rounds actwually increased

f However, whil e Ci nci nn altait @®nue actuatlydnsreadeelc | i ne d, g
by 6.3%. Conversely, despite the slight rounds uptick in rounds for Boone County,
green/cart/membership revenue was 17.6% higher in 2010 than in 2014.

1 Interms of total revenues, Cincinnati fell by 10.9% during the subject five-year
period, while Boone County declined by 10.3% and Kenton County is generating the
same revenue in 2014 as it did in 2010, but there was a spike in 2012 and decline in
2013. The five-year high water mark for Cincinnati was 2010 ($6.03 million) and
2010 for Boone County ($2.45 million).

1 On the expense side, total operating expenses (as reported, includes substantial
depreciation and amortization for Cincinnati) declined by 1.3% for the Cincinnati
system between 2010 and 2014, while increasing at Boone County by 18.5%.
Kenton County has shown about a 7.0% decrease in expenses since 2010.
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EXTERNAL FACTORS SUM MARY

Some summary points about the overall market environment within which Kenton County golf
courses are operating include:

1 The overriding trends in the golf industry will present challenges to Kenton County
in continuing golf course operations. The t ot al number of Acoreodo go
and total spending on golf is declining along with them. Similarly, the total number
of golf courses had expanded in previous decades, leading to a decline in per-
course rounds and revenues collected. NGF has also documented rapid inflation in
expenses to operate golf facilities nationwide.

1 Relative to its population, Kenton has a large number of golf courses leading to a
less favorable ratio of households to golf courses. The result is a market with
supply tending to exceed actual participation on the ground. Thus it appears that
more will need to be done to stimulate greater activity from the local population to
demand more golf through organized activities, groups, schools, leagues,
programs, etc.

1 There are far fewer golfers per 18-holes of golf in the immediate 10-mile market
ringsaroundKent on County GC than the observed NGF
public golf courses. The NGF has documented that public golf courses with more
than 4,000 golfers per 18-holes within 10 miles have a much higher incidence of
economic success, and KCGC has closer to 2,400 golfers per 18-holes, about 40%
less than the threshold. As a result, the County may find that the full 54-holes of
golf at KCGC may not be market supportable for the long term.

1 Kenton is part of a large metropolitan area with a large and dense population that
has demonstrated strong affection for, and places a high value on, outdoor
recreation. The Kenton County golf facility appears to be a point of pride for the
County and there tends to be strong support for golf within this society. The
weather in Kenton can serve to limit the number of available golf playable days and
weather patterns can vary from year-to-year making long-term planning difficult.

i Total rounds frequency among golfers tends to be lower in Kenton than the U.S.
average. In addition to more traditional golf demand segments, the keys to growth
in golf activity at Kenton County golf courses will be increasing participation among
younger people (under age 35) and from minorities and females. Facilities that
have broader appeal to multiple segments (including beginners) tend to perform
better in this market.

1 The supply-demand balance should become more positive with population growth
and no new golf course development. Additionally, the greater Cincinnati area and
northern Kentucky have strong economies and robust visitation from tourists and
business travelers that should be a target of advertising and promotional dollars.

1 Finally, all golf facilities face a couple of other factors beyond their control: First, a
high fixed expense structure and operating expenses that tend to rise more rapidly
than revenues (e.g., ability to raise fees is constrained); this dynamic appears to be
particularly acute in the public sector. Second, golf will always be at the mercy of
the weather. In a market such as northern Kentucky, with an average of 40 inches
of precipitation a year, excessive precipitation/cold/heat, can make the difference
between golf course profits and losses.
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Subject Facility T Golf Courses at Kenton
County

The subject property is the Kenton County Golf Courses, a three-golf-course facility owned and

operated by Kenton County. The facility includes three separate 18-hole golf courses i The

Pioneer( ori ginally the fiSoutWilows¢ @ dNocowde romdle8l)hraie 8) , T h e
Fox Run (1992). The courses are all located on one 680+ acre site in the northern one-third of

the County, approximately 10 miles from downtown Cincinnati and six miles from the Cincinnati-

Northern Kentucky Airport (CVG). The facility is part of the Kenton County community offering,

and is operated as a separate Enterprise Fund, under the supervision of the County

Administrator. Kenton County GC is operated as an affordable, high-quality public golf facility

that serves year-round and seasonal residents of Kenton County, as well as others for use on a

daily fee basis.

SITE OVERVIEW

The Kenton County GCs facility is located in a relatively dense residential section of Kenton
County, between two major north-south surface thoroughfares i Turkey Foot Rd (KY1303) and
Madison Pike (Highway 17). Entrance to the property is via Richardson Rd, which intersects
with Turkey Foot Rd less than 1.5 miles from the course. Access to Interstate 71/75 is another
2.8 miles to the west via Industrial Rd. In all, the courses are relatively easy to access and find,
and there are signs along Turkey Foot Rd to help direct golfers to the courses. The location of
Kenton County GCs is generally suburban, with some commercial elements in and around
Turkey Foot Rd and areas to the west towards the interstate. The immediate adjacent properties
to the golf courses include residences (mostly single-family dwellings) and parks.

The three golf courses are evenly split within the facility, and all operate out of one single facility
clubhouse. The entrance and parking configuration include a gated entrance (closed when
courses not open) and driveway into a 3.3-acre parking area that includes about 400+ parking
spaces. The typical public golf course requires about 144 parking spaces per 18-holes, so
Kenton County should have ample parking to cover all but the very busiest days of the year.
The entrance area also includes an 8,000+ square foot (sf) practice green that sits on a former
clubhouse site with fireplace still present. In all, the basic logistics and way flow of the entrance
is good for a public golf course and no changes should be required, except a re-painting of the
parking surface to clearly identify all parking spaces and directional arrows. Parking is
convenient for the clubhouse, driving range and cart staging area.

The site also includes the golf maintenance compound, located along the entrance driveway
closer to Richardson Rd. There is also a separate snack bar/restroom facility developed with the
newer Fox Run course that can be used to serve golfers on Fox Run golf course or driving
range. This building has its own small parking area that is not used by the course, and has
direct roadway access to Independence Station Rd., but this is closed off via fence most all of
the time. Fox Run also has its own separate maintenance building that is used for storage.
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Site Positives

1 Location: The positive aspect of K C G C leaation is the lack of adjacent large-scale
development, and the feel of a more rural, country-type environment.

1 Access: The facility is convenient for County residents and other locals.

9 Aesthetics: The generally rural and open nature of the golf courses allows for high
guality aesthetics on the golf course with abundant natural foliage, wildlife and
pleasant views. The course includes a wide variety of elevation changes, adding to
both the aesthetics and the challenge of the golf course.

Site Negatives

1 Location: Kenton County GC is not immediately proximate or visible from a major
roadway. This requires golfers less familiar with the property to find it, thus requiring
good signage and good directions on internet site(s).

9 Driving Range: The configuration of the property did not include room for a large
driving range. The separate Fox Run driving range is not proximate to the clubhouse
and requires a cart to utilize.

1 Clubhouse Footprint: The Af oot printd space for the cl ubhc
thus requiring a clubhouse that is probably too small for a 54-hole facility with three
full golf courses.

Google Earth image showing the sprawling KCGCs and immediate surrounding elements. The course shows great natural
features and has limited development in immediately proximity. A good portion of the newer Fox Run course at the south
section of the property is somewhat isolated from the rest of the site with dense foliage and a longer cart ride to the first tee.
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Aerial View 1 Clubhouse, Range, Parking
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Google Earth image showing the clubhouse and parking area with a smaller driving range. The view shows potential for the
site to be re-configured in any one of several ways, allowing for expansion of the driving range. The most economically
efficient method of range expansion is shown below, although this will change to the 10" hole of the Pioneer course.

INVENTORY OF FACILITIES T KENTON COUNTY GOLF COURSES

The Kenton County Golf Courses facility includes the following elements:

18-Hole regulation par-71 Pioneer golf course.

18-Hole regulation par-72 Willows golf course.

18-Hole regulation par-72 Fox Run golf course

9,000 square foot (sf) clubhouse on two levels (small cart storage on lower level)
Separate snack kiosk for Fox Run

3.1 acre maintenance compound with equipment storage and maintenance offices
Two driving ranges

Large 12,000 sf practice green

= =4 =4 =4 -4 -4 4

The above mix of elements offers a good variety for a public golf course, allowing for appeal to

all segments of golfers from beginners to seasoned players. The original 18-hole course

(Pioneer) dates back to 1968 and-fwds ndld syiog mgeod ft o olue sa
generally shorter length and mid-sized greens. The 18-Ho | Willolis0 Cour se of fers a m
modern golf design that remains popular with golfers. The newest Fox Run course provides a

much more stringent challenge for golfers and has become popular with competitive golf events

and other outings and tournaments. Kenton County GCs includes two driving ranges, including

a newer range located just off the east side of the clubhouse.
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The Pioneer Course

T The Pioneer course is the original ASout ho cou
lesser-known golf designer with few other golf designs. The design includes a shorter
golf course with less than 6,000 total yards from the longest tee. The course was
remodeled slightly in 1974 by the team of Jack Kidwell and Dr. Michael Hurdzan.

1 The course has golf design features and conditions that are typically associated with
simple, easy-to-play golf courses that are also walker friendly. The course starts and
ends close to the clubhouse, with holes #1, #9, #10 and #18 all in proximity to the
clubhouse. In each of the last five years, Pioneers has hosted the highest volume of
rounds activity of the Kenton County courses.

1 The Pioneer course plays 5,966 yards from its longest tee and to a par of 71. A total
of four tees are on the course, allowing for play from 5,966 yards to 4,385 yards from
the most forward tee. The course has a USGA slope rating of 115 from its Black tee,
which represents that the golf course is slightly easier than the standard slope of
117. The other shorter-l engt h t ees are also below (or cl ose
difficulty, meaning that the Pioneer course is considered easier to play and thus
appropriate for less-skilled golfers and beginners.

9 Pioneer has bentgrass greens and Ryegrass fairways and roughs. All of the grass
surfaces on the course are the original dating back to 1968.

1 The irrigation system is also from the original construction in 1968, well beyond the
30-year expected useful life of golf course irrigation.

1 The course does include almost full coverage with asphalt cart paths, a feature that
is desirable for achieving a maximum volume of rounds.

The Willows Course

1 The Willows course is the second course in the system, added in 1981. The course
was designed jointly by Jack Kidwell and Dr. Michael Hurdzan, the latter of whom
would go on to complete the Fox Run design 11 years later.

1 This course has design features that make it more appealing to better skilled players
with longer distances and more hazards. This golf course features a layout and
conditions that are typically associated with a golf course expected to command mid-
level playing fees, higher than Pioneers but lower than Fox Run.

1 The Willows course plays 6,734 yards from its longest tee and to a par of 72. A total
of four tees are on the course, allowing for play from 6,734 yards to 5,131 yards from
the most forward tee. The course has a USGA slope rating of 137 from its Black tee,
which represents that the golf course is 17% i
The other shorter-l engt h tees are also fAhardero than the
especially for women where the slope of 145 is very high, meaning that the Willows
course is considered much harder to play and thus much less appropriate for
beginners or other less-skilled golfers.

1 As aresult, overall demand for the Willows course is lower than Pioneers with about
25% fewer rounds over the last five years.

1 Willows has bentgrass greens, fairways and roughs. All of the grass surfaces on the
course are the original dating back to 1981. The irrigation system is also from the
original construction in 1981, close to the 30-year expected useful life.
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Fox Run Course

The Fox Run course is the newest of the Kenton County courses, having been added in 1992.

The course was designed to be more a fipremiumd co
difficulty, outstanding topography and high quality aesthetics. The course has become a key

branding feature for Kenton County, as it is generally the only individual course to have its own

identifiable and unique brand on pro shop items such as shirts, hats and accessories. The NGF

consultant identified the following key elements for consideration on the Fox Run course:

1 This course has design features that make it the longest and most challenging
course at the facility. As such, the rounds activity is the lowest by far, with fewer than
14,700 total rounds played in 2014, an amount that was about 45% less than Willows
and 60% less than Pioneers.

91 All of the key features on the course (tees, fairways, bunkers, greens, paths,
amenities, etc.) are the most modern of the three courses and thus would be the
most expensive to replace. Fox Run has a full cart path system and includes five (5)
bridges that are declining in condition.

1 Fox Run plays 6,979 yards from its longest tee and to a par of 72. A total of four tees
are on the course, allowing for play from 6,979 yards to 4,788 yards from the most
forward tee. The course has a USGA slope rating of 143 from its Black tee, which
represents that the golf course is 22% fiharder
othershorterl engt h tees are also much fharderd than
especially for women where the slope of 150 is about as high as golf courses ever
get. This difficulty is likely relate to the lower activity as regular play golfers tend to
want to avoid this kind of difficulty, and women are reported to totally avoid this
course.

1 Fox Run has its strongest appeal for better quality players and competitive events
and tournaments. Staff reports that despite the lower rounds total, Fox Run is the
course that has the most inquiries about events, outings and tournaments.

1 Fox Run is almost entirely Bermuda grass planted in an upgrade in 2013. There are
41 bunkers on the course, all in declining condition and all requiring hands-on
maintenance. The irrigation system is the newest of the three, dating back to 1992
and within the 30-year life cycle.

Clubhouse Review

The support structures at KCGCS include the approximately 10,000 sf clubhouse facility that is
generally separated into two sections i a 3,500 sf pro shop area and 6,500 sf food and
beverage service area. In addition, there is partial cart storage capacity on a lower level. All
elements appear to be generally functional, but the facility is deteriorating and has certain space
limitations for a 54-hole facility. The building is a mix of components and includes a newer
banquet area that was recently upgraded with new flooring, furniture and window treatments.
Staff reports problems with access road for delivery of items to clubhouse. Key NGF
observations regarding the Kenton County GC clubhouse include:

1 Pro Shop i The pro shop area includes adequate retail space, offices, storage and
restrooms for staff. The pro shop location is good, with proximity to the main
entrance and lounge areas, the cart staging area and the driving range. However,
there is limited visibility to control key golf areas such as the beginning holes on the
Willows and Pioneers golf courses.
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1 Food and Beverage Service Area - The service area for F&B is very small, with
seating for only about 25-30 patrons inside the snhack bar area. There is additional
seating in the banquet room that is available, but most golfers will not use this
thinking it is not available to them. The area includes a walk-up counter for service,
covering both the snack service and bar service. Overall, the space is very small for

a 54-hole facility.

Photos showing the extreme limited space in the snack area at KCGC.

1 Kitchen Space - The KCGC clubhouse has a very small kitchen, too small to include
an adequate cooking area, prep station and appropriate sized freezer/storage. While
the banquet space is large enough for 150+ patrons, the kitchen space limits the size
of parties that can be adequately served without using outside catering.

Photos showing limited kitchen space, with only one small oven, four-top grill, small prep area and only one
box freezer requiring the use of additional standard freezers that take up even more kitchen space.

9 Cart Storage Area - The area for cart storage is limited, allowing only a portion of
carts to be stored indoors and leaving the remaining carts to be stored outside and

exposed to the elements with no covering.

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 33



Photos showing limited indoor cart storage space and a large quantity of carts stored outside.

9 Outside Covered Space i KCGC has a small outside covered space with 5-6 picnic
tables and seating for another 25-30 patrons. The covered area has become popular
with golfers in summer and includes ceiling fans and a flat screen TV.

Photos showing the outdoor covered space, which is small and includes only wooden picnic
tables that are less comfortable and harder to get in and out of.

1 Banqgquet Room Areai The KCGC also include an adjacent banquet room with
capacity of up to 150 patrons. This setup is ideal for a public golf course and can
help maximize F & B revenue with increased appeal for both golf events
(tournaments) and non-golf activity such as weddings, parties, banquets, etc. As
noted, the kitchen space may be too small to expand and grow this side of the
business in any large-scale and meaningful way.

1 Restrooms-The KCGC has only one mends and one | adi
hallway between the pro shop and food/beverage service area. This level of
restroom service appeared to be too small to accommodate any large party or
gathering that may take place in the banquet room. The NGF also found both
restrooms to be in need of upgrade, with all fixtures, sinks, counters, toilets, etc. in
need of improvement and modernization. At the time of the NGF review, the one
water fountain in the clubhouse was not functioning and needed to be repaired.

Driving Range(s)

The driving range could be an outstanding feature at KCGC, but the primary Willows/Pioneers
range is presently not large enough to accommodate the demand from golfers, or to be used to
help grow golf activity and improve golf player development. The range includes only 10
permanent stations with concrete slab and artificial turf mats, plus another six similar mats just
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to the northeast of the clubhouse separated from the #10 tee on Pioneers by a wooden fence.
This range is short, only about 210 yards to the back, and is not likely to be lengthened in the
current facility configuration. However, there may be an opportunity to expand the hitting area of
the range by expansion to the northeast, but this will require some modification to hole #10 on
Pioneers (more later in this report).

Photos showing the main driving range with its proximity to the clubhouse (positive), but very small
size and depth (negative). There may be opportunity to expand this area to the northeast of the
clubhouse and onto what is now the 10" tee on Pioneers course.

Fox Run Driving Range

In addition to the primary facility driving range, there is a second range on property located at

the Fox Run course and its separate kiosk. This range includes approximately 15 all-grass tee
stations and a longer and wider landing area. However, due to its distance and uphill from the
clubhouse (1,000 yards away), this area gets much less use and has lower demand.

Other Structures

Maintenance Compound

The maintenance facilities at KCGC include four separate buildings used to house all
maintenance equipment, staff offices and other repair and maintenance service areas.
Structurally, the maintenance buildings and compound do not appear to be an issue for the
KCGC. It appeared to NGF that the maintenance compound included all of the basics required
for adequate golf course maintenance, including appropriate chemical storage, employee areas
and equipment repair areas. This space appeared to be well organized and efficient.

Fox Run Kiosk

KCGC also has a separate service kiosk for the Fox Run course that includes a small 1,500+/-
sf service area with a pass through snack area, covered seating area with five tables and
restrooms. The space is located close to the 1%, 9", 10™ and 18" holes of the Fox Run course
making it convenient for golfers playing Fox Run. As this course has not been receiving a high
level of rounds activity, KCGC operators have elected not to staff the snack area here on all but
the busiest few days per year.

Fox Run Maintenance

The site includes a separate golf course maintenance building located about 500+/- yards from
the Fox Run kiosk on the Fox Run golf course. This building was intended for use in maintaining
Fox Run, but is mostly used now as an overflow area from some excess equipment and most all
maintenance operations are run through the primary facility maintenance area. One problem is
the lack of internet access at this location making use of POS to record sales problematic.

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 35



GOLF COURSE CONDITION ISSUES

The NGF review of property documented the following key areas of facility condition. The total
Kenton County GC property includes 680 total acres, including an adjacent park and 14-acres of
lakes. Observations about golf course condition include:

T

Greens: The greens comprise a total of 10-11 acres on the three courses combined.
All greens are L93 bentgrass, which is a good and durable surface in this part of the
country. Well-built golf course greens typically have an expected lifespan of about
15-30 years, indicating that some of the older greens on Willows and Pioneers may
be past their useful life. However, no issues are reported by staff and golfers
responding to the NGF survey are positive about all KCGC greens.

Tees: The tees on the course are reported to have some problems in size and
leveling, particularly on the par-3 holes. There are also just a few tee boxes on the
Fox Run course in need of significant upgrade due to shading and/or pest issues.

Bunkers: Most of the bunkers are on the Fox Run course (41 bunkers), with a total

of 54 bunkers on the Willows and Pioneers combined. These bunkers have been re-

built in recent years, but problems have arisen due to lower-priced sand being used.
Golfers report that the sand in the bunkers is very thin and the bunkers are not lined.

As a result bunkers are not in good condition and lack appeal for golfers who find the
chall enge to be Aunfairo for the play of

Fairways: The fairways include a mix of turf types, with Rye fairways on Pioneers,
Bent fairways on Willows and Bermuda (from 2013) on Fox Run. All fairways
appeared to be in good condition during the NGF review and golfers responding to
an NGF survey in 2015 indicated general satisfaction with fairway conditions.

Cart Paths/Bridges: Paths are older asphalt surface and are not reported to be in
good shape. A key problem with the paths is the root invasion and inadequate
asphalt thickness. A good quality cart path system can help improve rounds of golf
by allowing carts out on the golf course even when there are concerns about turf.
NGF research has shown that some golfers will not play golf if carts are not allowed
on the course, thus a good cart path system will help the course with more playable
days, even when other conditions are problematic. There are five bridges on
property, all part of the Fox Run course and all needing to be part of a program of
upgrades in the coming years.

On-Course Services and Amenities: Services to support golfers such as on-course
restrooms and drinking stations are limited and in less-than-ideal condition. Staff
reports continuous replacement of ball washers and annual water cooler fixes.

o,

Photos showing a sample of on-course services. The permanent structure on Fox Run is not
functioning properly requiring the use of port-a-potties, which is not desirable to golfers.
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1 Drainage: The drainage at KCGC is mostly good, but some problem areas do exist
requiring some form of organized drainage (French drains), improved swales and/or
other fixes. The lake on Willows #6 could be improved, and hole #9 on Willows has
drainage problems caused by a storm water retention pipe. However, limited staff
time has put drainage projects on hold for 2015.

1 Specific Issues: Maintenance staff reports other specific issues requiring attention,
including:
A Willows Hole #4: The retaining wall that protects the green on the par-4 4"
hole is slowly sinking into the adjacent pond. If it falls in, the entire hole would
have to be closed for repair, potentially damaging revenue.

A Tree Stump Removal: KCGC has numerous tree stumps that remain from
previous efforts to remove dead trees. These stumps could be dangerous to
golf carts and golf maintenance equipment and should be removed.

Photos showing the area of concern on Willows hole #4 and an example of one of numerous tree
stumps that are all over the KCGC property and should be removed for safety.

Irrigation / Water

9 The source for irrigation, at KCGC is water purchased and pumped directly to the
golf courses. The irrigation system is mostly original, dating back to 1968 for
Pioneers, 1978-80 for Willows and 1992 for Fox Run. As the expected useful life of a
golf course irrigation system is 25 to 30 years, much of the KCGC irrigation program
is beyond this threshold and replacement should be part of any future planning.

1 The irrigation pipes are definitely breaking and coming apart, mostly due to sinking
and soil shifting. There is at least one leak per week. Not only is this an added
expense, but it is very time consuming, which is problematic given the small
maintenance staff.

Maintenance Staffing

1 KCGC is operating with a total of five (5) full-time employees in golf maintenance,
augmented by an addition 40+/- part-time staff to provide support. Part-time staff has
been reduced further through shorter 24-hour work weeks put in place to avoid
certain benefit requirements. This staff size represents a significant reduction from
previous years and is a reaction to declining revenue. NGF estimates approximately
24-28 full-time equivalents (FTES) in the three-course, 54-hole KCGC maintenance
operation, compared to an industry standard of about 17-20 FTEs for a typical single
18-hole golf course operation.
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1 KCGC is operating with a small golf maintenance staff, and this appears to be
affecting the condition of the golf courses. It seems the staff is just enough to provide
mowing and only the most basic golf course maintenance services, leaving important
projects (bunker maintenance, tees, applications, equipment repair) un-completed.
Unforeseen events are also causing problems, as they divert limited staff resources
away from needed maintenance activities. The County is further exacerbating this
issue with a program of winter furloughs for golf maintenance staff. A typical golf
course operation will have maintenance projects and programs that should be
undertaken in a winter off-season.

Photo showing staff working on an irrigation break close to the clubhouse in October 2015. This

project was not in the budget and had to be

staff time away from regular golf course maintenance duties. This project is also symbolic of the
need to keep maintenance staff in place during the winter to complete needed projects.

1 KCGC full-time maintenance positions include a Head Superintendent, Assistant
Superintendent, Equipment Operator and two (2) Mechanics. There are three full
time positions (2 Equipment Operator and 1 Assistant Superintendent) that are
presently vacant. These positions are appropriate and typical for a public golf
operation although most successful facilities will have a full-time irrigation specialist
(this is part time at KCGC). It appears that senior maintenance staff positions at
KCGC have appropriate industry designations for the positions occupied.

Maintenance Equipment

1 The vast majority of equipment used to maintain the golf courses at KCGC is older,
out of date and over-used. Review of the equipment inventory shows 15% of pieces
are pre-1990, 45% are pre-2000, 22% 2000-2007 and only 18% are less than seven
years old (7 years is a standard expected life for much golf maintenance equipment).

1 The equipment is reported to be breaking down frequently and in need of
replacement parts to keep running. Someof t he pieces are fAmission ¢
course operation, including greens mowers, tractors and carryalls.
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1 In addition to having several older pieces in use and needing to repair, KCGC is also
operating without a few key pieces of equipment entirely. Items like the spray rig
(used to apply fertilizers and chemicals), aerifiers and top dress equipment are either
not in place or not functioning at the time of the NGF review.

= - ™~

Photos showing a sample of equipment condition, including a much older carryall (L) still in use, the spray rig piece that was not
operational at the time of the NGF visit (C) and some i

Upgrade Considerations 1 Kenton County GC

The NGF team has identified the following key areas of recommended physical plant
improvement (investment) at KCGC for the next seven (7) years. This includes some annual
recurring items, one-time projects to be completed in the next 1-3 years, longer term items for
the 3-7 year period and other investments that could be made to enhance revenue:

Annual Recurring ltems

1 Equipment Program i Begin a program to upgrade golf maintenance equipment
with a 10-year improvement program. NGF estimated cost = $32,500 per year
through 2024.

1 Staff i Increase the golf course maintenance staff by at least one FTE (e.g., one full-
time or two part-time) to help improve golf course conditions, and reduce or end the
winter furlough program. The County should consider adding around 1,500+ hours of
part-time labor to aid in golf maintenance. NGF estimated cost = $25,000 per year.

i Tree Removal i Begin a program to remove dead trees and tree stumps. NGF
estimated cost = $10,000 per year through 2019.

1 Tee Boxesi Several tee boxes are in need of improvement, particularly on the par-3
holes. NGF estimated cost = $10,000 per year through 2019.

1 Bunker Program i begin a program to upgrade bunkers with new sand and lining.
NGF estimated cost = $7,500 per year through 2019.

One-Time Immediate Items (1 -3 Years)

1 Willows #4 Green Retaining Wall 7 The County will need to correct the issue
related to the retaining wall on Willows #4. If not corrected pre-emptively, the
problem could grow worse and lead to a portion of the green being lost entirely,
which could force a shutdown of the hole. NGF estimated cost = $150,000.

1 Cart Paths/Bridges i Improve the cart paths for continuous service through all three
courses and repair bridges on Fox Run. NGF estimated cost = $200,000.

1 On-Course Services i Begin a program to upgrade the on-course restrooms and
drinking stations. NGF estimated cost = $90,000.
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Longer Term Capital Investments (3 -7 Years)

1 Irrigation Systems i Replace the irrigations systems with new in-ground piping for
Willows and Pioneers, plus new controllers and heads for all three courses. The
investment should improve irrigation efficiency and help reduce annual water
expense. NGF estimated cost = $1.0 million per course, or at least $2.5 million
total for the KCGC property.

Other Ideas to Increase Revenue

1 Practice Range Expansioni Consider a program to expand the driving range teeing
area to enhance driving range revenue and enhance a new golf player development
program. This will require some redesign of the existing hole #10 on Pioneers. NGF
estimated cost = $250,000.

1 Clubhouse i Kenton County has two options with needed upgrades to the KCGC
clubhouse. These concepts are mutually exclusive and include:

A Repair Existing i Kenton County can complete basic cosmetic upgrades to
the clubhouse, improving and modernizing the restrooms, upgrading interior
furnishings and fixtures, and completing an exterior improvement and
painting for the siding and roof repairs. NGF estimated cost = $190,000.

OR

A New Clubhouse and Site Plan i The County could consider a major change
to KCGC, with an entirely new site program that involves a new clubhouse at
a new location, with added golf practice amenities. The cost of this is yet-to-
be-determined, but would likely be proximate to $3.0+ million.

REVIEW OF GOLF OPERATIONS

As noted, the Kenton County Golf Courses facility has evolved over time with different
components added at different periods in its history. In general, the facility has always operated
as a public golf facility with golf offered on a pay-for-play basis, along with some resident
discounts and privileges. This basic structure remains in place through 2015.

Organizational Structure

Kenton County GC is operated directly by the Kenton County Fiscal Court under the direction of
the County Administrator with an on-site General Manager. The County Fiscal Court (Court) is
an oversight body elected by Kenton County residents. This Court is able to set policy at the golf
courses, but is not involved in the day-to-day on-site operation. The County Administrator and
Assistant Administrator have authority over golf operations, and are more involved in the day-to-
day tasks mostly related to larger oversight items and broader policy.

The basic structure of the golf operation is comparable to the vast majority of municipal golf
courses nationwide, of which approximately 56% are fully self-operated, 15% are managed by a
third party and the remainder are managed by a mix of various lease and/or concession
components. The most common concession component is in the food and beverage area,
where growing majority of municipal golf courses employ a private F&B vendor via contract.
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Staffing

All staff at KCGC are employed directly Kenton County, with a total of nine (9) full-time positions
and upwards of 75+ additional part-time positions. The senior management positions include:

1 General Manager (GM): The GM is responsible for the entire golf operation,
including pro shop operation, maintenance and food and beverage. This position was
terminated in November 2015 while the NGF review was ongoing. The position was
compensated by a salary with benefits plus a merchandising bonus. The previous
manager possessed a key industry designation of Class A-1 PGA certification.

1 Grounds Superintendent: Maintenance for all three golf courses is overseen by the
GCSAA Class-A Golf Superintendent, who has been with the County for many years.
This position is also full-time with benefits.

The basic staffing for KCGC includes the positions shown in the table below. Full-time (FT)
positions include salary and benefits. In recent years, full-time staffing has been reduced by
attrition from 12 to nine, with three positions vacant as of October 2015. The NGF estimates a
comparative total of 27.75 full-time equivalent (FTE) positions in golf system staffing:

Golf Maintenance Positions

Pro Shop / Operations Positions

Grounds Superintendent (FT)
Asst. Superintendent (FT)
Second Asst. Super (FT- Vacant)
Equipment Manager (FT)

General Manager (FT)

First Assistant Golf Professional (FT)
Second Assistant Golf Professional (FT)
Third Asst. Golf Pro. (FT 1 Vacant)

Equipment Operator (FT T 2 positions vacant)
Mechanic (FT)

Grounds Laborers (447 PT/Seas.)

Food & Beverage / Concessions

Food & Beverage Supervisor (FT); Staff - (81 PT/Seas.)

Staff T pro shop, outside serv., etc. (281 PT)

Staffing Summary

The staffing for KCGC appears to have fewer
in the U.S., even when part-time employees are considered. There are no industry standards
that can be referenced to determine the appropriate staffing levels for a golf operation. The
number of staff needed for a particular golf operation depends on several factors, not the least
of which is budget considerations. Personnel costs typically represent the largest single
expense item in a golf course operation, as is the case for Kenton County. The NGF data on
public golf operations in 2014 show averages for full-time staffing at 18-hole public golf courses
nationwide (table below). This level of staffing represents a reduction from 2009 figures as a
result of declining income and the need to reduce expense.

Kenton County Golf Courses

Total Facility Staffing 1 2015
Facility Operations Staff ~ Maintenance Total Staff
(FT / PT)* Staff (FT / PT) (FT /PT)

Kenton County GC 4.0/ 36 5.0/44 9.0/80
Avg. per 18-H 1.33/12.0 1.67 / 14.67 3.0/ 26.67

I ndustry fAStandardso (per

Total U.S. Average 3.0/24.0 3.5/34.0 6.5/46.0
U.S. Municipal Golf Average 2.0/16.0 3.0/31.0 5.0/34.0

* Includes F&B.
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Technology and Systems

KCGCS is presently using the Fore! Reservations system for Point-of-Sale (POS) and tee time
reservations, a system leased and powered by the Golf Channel. The system is primarily a
membership-based system that has been modified to meet the specific needs of KCGC. This
review of the POS and other technology systems at KCGC shows the club is active in its use of
technology, but improvements could be beneficial. More comprehensive use of the efficient
systems already in place with Fore! Reservations will help KCGC understand its business better
with improved reporting and sales data, while also providing assistance in marketing and
customer tracking (more in recommendations section):

Loyalty program modules

Customer database segmentation through enhanced reporting

Direct email-to-the-consumer marketing and integration with social media
Web site remodeling to become the central focus of the golf marketing

= =4 =4 =4

Marketing

Review of the KCGC budget history shows $15,000 in the FY2016 budget for marketing and

advertising (account 5302). In addition, the County has recently added a County-wide Digital

Communications Coordinator who will focus on various forms of electronic marketing and social

media, and include golf marketing in activities. Traditionally, NGF Consulting recommends

marketing budgets for golf courses of at least 1% of total gross facility revenue, or roughly

$20, 000 for KCGC in 2015. A review of the Countybd
strong efforts to draw activity to Kenton County GC, through print, mail, web and other efforts.

The key areas of focus for increasing activity and revenue at KCGC include:

9 Interneti There is no doubt that the Internet is the most cost-effective form of
advertising outside of word-of-mouth. The website supporting KCGC is a series of
pages part of the @owkantogcuaty.argaviththewgelfb si t e
courses listed as its own department. This dedicated golf page includes many key
pieces typically associated with successful golf websites, such as fees, pass
information, special events, tournaments, directions to the course and a calendar of
events. The golf site is easy to find and does include a module for on-line booking of
tee times (key for increased sales in 2015+).

1 Email 7 County golf staff has collected over 5,000 email addresses from golfers and
is active in using the platform for marketing and advertising events and specials. This
is a key fibest industry practiceo for public g

1 Promotional Materials i The County produces a large volume of printed
promotional materials to advertise various Kenton County activities, including golf.
Golf staff participates in various direct mail advertising, including a piece in the
Minuteman press that has a buy-one-get-one-free coupon sent to every household in
northern Kentucky.

1 Printi Kenton County does some print advertising in several local publications and
newspapers, with varying degrees of success and limited tracking of performance.

1 Loyalty Card i KCGC is active in promotingi t sCd&irGd 6 program t hat prov
various specials and frequent player benefits for $69.95 per year. This type of
program has become fistandardod in public golf o
some type of point accumulation system to help tie golfers to the facility.
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Golf Playing Fees

KCGC offers options for playing fees, with division between the three golf courses and a pre-
paid season pass option. Fees are set for seven days per week with no afternoon or twilight
discounts, which is the convention in this market. The distribution between courses is
appropriate, with the Fox Run course as most expensive, followed by Willows and Pioneers as
the lowest priced alternative. The rounds activity at the courses (shown later) reflects this pricing
structure with Pioneers showing the most rounds and Fox Run the least. In 2015, the highest
peak daily green + cart fee is $52. NGF review of the recent fee history at KCGC shows very
little change in fees since 2010.

Kenton County GCs

2015 Rate Chart

7 days a week FoxRun Pioneer The Willows
Walking  Riding | Walking  Riding | Walking Riding
Regular
18 Hole - $52.00 $26.00 $32.00 $30.00 $46.00
9 Hole : $2850 | $1550  $2250 | $17.60  $26.50
Senior*
18 Hole - $32.00 $28.00 i $30.00
9 Hole - $2350 | $10.50  $19.50 i $21.50
Junior*
18 Hole - - $12.00 $28.00 - -
9 Hole - - $7.00 $16.00 - -

* Fees valid Mon-Fri before 3:30p.m., Weekends and Holidays after 5p.m.

Activity Cards

KCGCS offers an annual season pass program that entitles holders to pre-paid green fees, with
carts and other fees charged in addition. This practice is common at municipal golf courses
nationwide (NGF research shows 70% of municipal courses still make pre-paid green fee
arrangements available). These Season passes have been very popular with players as a
means of providing inexpensive golf on an annual basis. However, the data clearly shows a
steady decline in the number of passes in place. The fees for the annual season pass are
shown in the table below. These fees are competitive with other facilities in the area also
offering an annual pass.

Kenton County GCs
2015 Season Pass Rates (All 3 Courses)

County Residents®

Non-County Residents®

Patron

Senior

Senior

Junior

Patron Couple 60+ Couple (<17) Cart Fees
$850 $1,400 $600 $1,000 $300 $8$-1 g Hleges
$950 $1,600 $700 $1,200 $350 Holes

1. Fox Run and Willows: Mon-Fri anytime, weekends/holidays after 11a.m.
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Records show 207 passes were in place in 2009, falling to only 178 at the end of 2014. The
NGF has estimated that the total average season pass revenue per round (including carts) was
$19.77 in 2014, compared to the overall facility average golf revenue per round (green + carts)
of $21.95. The resulting rounds and activity from these cards is summarized below:

Kenton County GCs
Season Pass Analysis
Season Passes 2009 2010 2011 2012 2013 2014 Average
Total Passes 207 186 172 193 199 178 189
Pass Rounds 12,281 11,273 9,669 13,136 11,843 9,520 11,287
Revenue $136,775 $119,300 $113,050 $120,250 $123,100 $111,075 $120,592
Carts $78,392 $97,625 $82,457 $96,203 $86,890 $77,088 $86,443
Avg. rounds / pass 59.3 60.6 56.2 68.1 59.5 53.5 59.7
Revenue / pass $1,039.45 $1,166.26 $1,136.67 $1,121.52 $1,055.23 $1,057.10 $1,094.45
Rev. / pass round $17.52 $19.24 $20.22 $16.48 $17.73 $19.77 $18.34

Food and Beverage Operations

The food and beverage operation at Kenton County GCs primarily consists of the snack bar
area, the banquet room and on-course beverage cart service. The County has had a mix of self-
operation and concession over the years, with the latest structure in place since 2010 after a
private contractor (Copper Kettle) was removed after 2009.

KCGC serves breakfast and lunch seven days a week and. Breakfast items include breakfast
sandwiches at about $4.00 with coffee and/or juice at $1.00 to $2.00. Lunch items include
hamburgers and sandwiches all under $4.00, sides between $1 and $3 and non-alcoholic drinks
between $2.000 and $2.75. Draft beer is served for $2.75 to $4.00 per can, $3.00 to $4.50 for
draft and $8.00 for a pitcher. Overall, the menu is limited and the pricing is relatively low for a
public golf course.

Food and beverage operations at golf facilities tend to achieve two goals: (1) provide direct
revenue; and (2) help increase the overall volume of rounds and other revenues at the facility.
The primary focus of public golf course F & B service is to serve the needs of the golfers, with
an occasional non-golf customer. The typical 18-hole public golf course will earn about $6.10
per round in food and beverage, less direct costs. The industry standard for direct cost of sales
at golf course F & B operations is around 40%. The direct cost of sales has been steadily
increasing as food prices rise, but prices at the KCGC snack area do not rise as fast. A
summary of the food and beverage concession at KCGCS:

Kenton County GCs
Food and Beverage Concession Review*

Est. 2014 Gross
Gross Rev./ | Total Cost Change
Source Basic Features Revenue Round of Sales COS % Recommended
Some menu

Includes food, non-alcohol expansion. Modify /
Total F&B beverage, alcohol sales and 339,898 $4.42 $163,871 48.2% | expand space. COS is

outings/events/catering highi may have to
consider raising prices
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Merchandise Operations

NGF Consulting sees potential and recent growth in the merchandising operation at Kenton
County GCs. Total merchandise revenue per round has grown from around $1.65 in 2012 to
$2.42 per round in 2014. This is compared to the industry standard of $2.48 per round for

merchandise. This may be reflective of the customer segments that frequent this facility, the

selection of | ogoed merchandise prominently
shop credits in prize activity among golfer clubs. The items that tend to sell best at facilities like
the KCGC are the obvious fAi mpulsedo items (b

logoed merchandise like shirts and outerwear. The Fox Run logo is very marketable on shirts
and jackets.

Thedirectcost of merchandise sold has been in t
cost of sales on merchandise, with KCGC recording between 63% and 72% over the last few
years. A key to improving sales may be increasing the volume of outing, event and tournament
rounds and doing more to promote key soft items that feature the KCGC or Fox Run logos.
However, as the total margin on merchandise is only around 30%, the total net to the County
will never be significant in merchandise sales. Rather, this is a service to golfers to make the
round more enjoyable and help to bring them back for more.

Golf Cart Operations

The Kenton County GCs operators are responsible for providing a fleet of golf carts as is
appropriate and customary at public golf courses. KCGC has a fleet of 216 total Yamaha gas
carts that were acquired in 2010 (176) and 2012 (36). This equates to a total of 72 carts per 18-
holes, which is right on the industry standard. This amount allows for a full field with everyone
having a cart, plus two for rangers and a spare. We also normally recommend having a
beverage cart for each golf course, so that on busy days you can assign one per course. KCGC
is unigue in that many of the golf rounds on the Willows and Pioneers are walking rounds, as
carts are only required on the Fox Run course.

Driving Range Operations

Driving range operations represent a minor part of KCGC income, with only $23,300 in income
reported for 2014 ($0.30 per round). The main KCGC range is small and often crowded with
golfers, and the Fox Run range is not fully convenient for golfers with a location down a long
path. This results in generally low range revenue at KCGC. Driving ranges are important
amenities to golf courses for two reasons:

9 Direct Revenue i Driving ranges have a relatively low cost of production and thus a
large portion of range revenue goes directly to the bottom line as profit. A realistic
target for range revenues at golf courses that have driving ranges is roughly $2.00
per round of golf, and even higher if the range is extensively programmed (lessons,
schools, clinics) or open at night (lighted range). Total range revenue at KCGC could
be as high as $150,000+ if you apply this industry standard.

1 Indirect Revenue i The presence of a good driving range at a golf course can also
improve revenue indirectly in several ways. First, ranges can help improve
merchandise and F & B sales by stimulating interest and keeping golfers on property
longer. Secondly, ranges can help attract more rounds of golf. Public golf courses
are generally in the business of selling green fees and cart fees, and a driving range
can help sell more rounds and attract group events and tournaments.
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As the driving range segment at KCGC is very small, the NGF recommendations related to
range operations center around ways to expand the amenity and improve use and revenue
(more in recommendations section). NGF also sees the driving range as a potential catalyst for
growing golf activity and developing new golfers that can then consume and support other golf
rounds income.

Organized Golf Activities

One of the keys to successful public golf operations and generating green fee revenue is the
continued promotion and hosting of group activities such as leagues, outings and tournaments.
These activities are a key to maximizing rounds activity at public golf courses and NGF
observations in the golf industry show golf courses at a severe disadvantage in achieving strong
rounds activity without an active calendar of events. These events tend to stimulate activity and
encourage repeat play, generating more rounds per golfer than without the event calendar.

Tournaments

As noted previously, KCGC does emphasize the tournament and outing business, and has
developed a specific contract and terms/conditions for hosting tournaments. This venue is
particularly appealing for very large events and tournaments as KCGC has three golf courses to
accommodate large groups. Also, having the three courses allows for more modest
tournaments to be held while still servicing regular golfers.

Records show upwards of 280+/- outings in 2008, with reductions to under 200 in the last few

years. KCGC hosts three super-large events each year that take up all three courses, including

aMacybs tournament and a Speci al Ol ympics event. Th
in upwards of $15,000 to $20,000+ in one day.

Leagues

KCGC appears to be a leader in the planning, promoting and organizing various group activates
and leagues. KCGC reports upwards of 45 different leagues playing regularly during the week,
with the most active groups including:

1 SeniorMGAT The Senior Mends Gol f-menbesovbapkay i on, has
every Thursday. This group has declined from over 160 members in 2010.

1 Ladies Leagues i The Ladies Golf Association:

A Has a Tuesday AM 9-hole group of 40+ women
A Has a smaller Wednesday group playing 18-holes
A KCGC is a host site for the Executive Womer

1 PGA Junior League i KCGC is a host site

Player Deve lopment Programs

The devel opment of new golfers is one key to the
interest for KCGC t-the-gbaemeadc tiinviet iiant iavlels .fA gFrroown begi n
advanced competitive training, KCGC has something for all ages and abilities. Staff reports

some activity in player development, but not much due to small staff and limited time. The

facility does have several player development programs in place during the summer. The club
professionalalsoprovi des private | essons to his own student
Golf Readyo events during the year to stimulate a
aimed at younger golfers. The Fox Run area and range hosts a First Tee program aimed at

teaching golf to younger children.
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Player development programs at golf courses are important for generating interest in
golf and creating new future customers. Total revenue derived from the programs is much
less important (more in recommendations).

Other Operational Issues
Other key issues related to the Kenton County GCs operation observed by NGF Consulting:

1 Golf Advisory Committee. Kenton County used to have a committee to provide
advice on golf operations, but was discontinued approximately five years ago. The
County may find that committees such as this can help staff identify needed
improvements in golf conditions and operations, but will often fail if they become too
directly involved in operations and pricing.

1 Club Rentals: One key to increasing the volume of visitor and corporate golf rounds
is to have a good quantity of high quality rental golf club sets available, and
communicating this fact to potential customers. Many better quality golf courses in
tourist markets are showing success by purchasing newer, brand name rental sets
and renting them for 1 to 2 years and then selling them in the pro shop. The funds
gained upon sale can be used to purchase newer rental sets and keep the cycle
going. As noted several times in this report, the key revenue sources for the KCGC
are green and cart fees, and rental sets help the facility to sell more rounds. Thus,
the rental sets themselves are not viewed as a strong direct profit center.

1 Signhage i The signage (directional and informational) to Kenton County GCs is
limited, and also needs improvement on the golf course (directional signage and hole
markers). Additional sighage can help improve access for golfers from various points
within the region and for golfers in carts once at the golf course.

SYSTEM-WIDE OPERATIONAL PERFORMA NCE

NGF has completed a full review of the performance of the Kenton County golf facility. This
review is summarized in the paragraphs that follow and expanded upon in review of the golf

i ndustry fSt an dAppeddix Dpnestnte @terimghds report. In summary, it
appears that Kenton County Golf courses are performing with activity, revenue, and
maintenance expenses that are lower than standard for the total U.S. This is significant given
that Kenton County is not able to operate year-round due to the local climate. The review below
covers rounds activity, revenues and operating expenses over the last few years.

Rounds

The table below shows total rounds by facility since 2009. We note that over this timeframe,
County courses have shown a steady decline in rounds, with the lone exception of a large boost
in rounds in 2012 due to favorable winter weather. In comparison, the total U.S. golf industry
has experienced a 9.7% decline in municipal golf course rounds between 2005 and 2010, with a
3% decline from 2010 to 2013. The total U.S. average rounds ( fi s t pear 18 ©ialey now stand
at 31,527 for municipal golf courses, showing that only the Pioneers course is exceeding the
national standard.

The table also shows the much lower rounds total for Fox Run, which is clearly the least popular
of the three Kenton County Golf Courses. In the last two years, Fox Run has hosted around
14,500+/- rounds of golf, a total less than one half of the national standard for municipal golf
courses. This is likely a result of the relative difficulty of the Fox Run course, and its primary
appeal to better-skilled golfers, competitions and larger outings/tournaments.

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 47



Kenton County Golf Courses
Total Rounds Played by Course (2009 i 2014)

Total Rounds 2009 2010 2011 2012 2013 2014 Average
Pioneers 35,912 36,947 35,958 39,947 37,531 35,831 37,021
Annual Change 2.9% -2.7% 11.1% -6.0% -4.5%
Willows 28,135 29,019 27,640 32,663 28,987 26,286 28,788
Annual Change 3.1% -4.8% 18.2% -11.3% -9.3%
Fox Run 19,330 20,426 16,091 19,312 14,457 14,699 17,386
Annual Change 5.7% -21.2% 20.0% -25.1% 1.7%
Total Fac. Rounds 83,377 86,392 79,689 91,922 80,975 76,816 83,195
Annual Change 3.6% -7.8% 15.4% -11.9% -5.1%

Source: Kenton County

Revenue

The tables below show the total revenue derived from all sources at Kenton County Golf

Courses. We note that the total for 2012 is the highest in any of the years shown, showing a
recent peak of performance. In comparison, we see that on a per course basis, Kenton County
c6o uundere$d0 (
green fee), which shows average total revenue (from all operating sources) to be around $1.0
million per 18-hole course per year (see Appendix D).

courses are operating with revenues well below the a v e r a gsendardor

Kenton County Golf Courses

Total Revenue by Category (2011 1 2015)
Revenue 2011 2012 2013 2014 2015 Average
Daily Greens Fees $1,027,977 $1,208,379 $1,118,381 $971,400 $903,228 $1,045,873
Golf Memberships 108,900 122,000 120,825 112,700 108,930 114,671
Golf Cart Rental 576,373 638,410 538,161 389,394 395,062 507,480
Concession Contract 72,000 0 0 0 0 14,400
Alcohol Sales 59,869 160,908 159,560 152,870 134,420 133,525
Non-Alcohol Bev. Sales 23,431 66,621 60,749 52,668 43,828 49,459
Food Sales 28,829 81,797 87,786 81,677 76,058 71,229
Outings/Events/Catering 12,806 55,035 66,956 52,683 68,325 51,161
Pro Shop 107,780 151,989 180,637 185,889 181,801 161,619
Driving Range 22,672 24,259 24,432 23,316 23,845 23,705
Misc. Receipts 17,977 22,578 20,389 24,909 23,875 21,946
Misc. Rentals + Leases 13,656 15,380 13,261 10,499 14,246 13,408
Other (2,414) (18,149) 8,992 1,323 57,139 9,378
Total Revenue $2,069,856 $2,529,207 $2,400,129 $2,059,328  $2,030,757 $2,217,855
Annual Change 22.2% -5.1% -14.2% -1.4% -0.5%

Source: Kenton County

Average Revenue Analysis
The total system-wide average green + cart revenue earned per round of golf was $26.81 in

2014, inclusive of all ancillary items (F & B, merchandise, range, other). The average for

standard public golf courses in the U.S. was $23.51 for total golf revenue per round (green, cart,
membership), plus an additional $9.70 in ancillary spending for a total of $33.21 per round. In
general, Kenton County Golf facilities are hosting a lower total volume of rounds per 18-holes
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than the standard, while also earning a lower level of per-round income compared to the total
U.S. standard (Appendix D).

Kenton County Golf Courses

Total Average Revenue per Round (2010 i 2014)

2011 2012 2013 2014
Total Rounds 79,689 91,922 80,975 76,816
Revenue per Round $25.97 $27.51 $29.64 $26.81
Green/Cart/Pass per Round $21.50 $21.42 $21.95 $19.18
F&B Revenue per Round $1.41 $3.37 $3.80 $3.74
Range Revenue per Round $0.28 $0.26 $0.30 $0.30
Merchandise Rev per Round $1.35 $1.65 $2.23 $2.42
All Other Rev. per Round $1.43 $0.81 $1.35 $1.16

On-Site Operating Expenses

The table below shows the total on-site operating expenses by category since 2011. The table
does not include any direct cost of goods sold (not an operating expense). These on-site
operating expenses have remained fairly steady over the period shown, with significant declines

in 2014 and 2015 in reaction to declining revenue. A key reduction has come in total capital

expenses, as the County has cut back on new investment in the property to off-set declines in
revenue. The overall expenses to operate Kenton County Golf Courses facilities are generally
lower than expense averages for standard public golf courses in the nation (Appendix D).

Kenton County Golf Courses

Total Expenses by Category (2011 1 2015)
2011 2012 2013 2014 2015 Average

Payroll
Golf Operations $1,032,171 $906,789 $868,147 $868,240 $798,273 $894,724
Food and Beverage 26,798 71,138 71,121 68,690 64,096 60,369
Fringe Benefits 356,344 325,552 303,164 297,187 307,601 317,970
Total Payroll $1,415,313 $1,303,479 $1,242,432 $1,234,117 $1,169,970 $1,273,062
Operating Expenses
Golf Operations

Water $217,426 $140,459 $172,423 $151,713 $146,379 $165,680

Other Utilities 39,271 33,116 34,552 35,644 39,909 36,498

Equip Repair 39,530 51,640 50,409 48,045 49,702 47,865

Other Non-Labor 333,755 578,437 564,125 419,880 432,765 465,792
Food & Bev. 9,152 38,965 57,016 50,265 51,106 41,301
Capital 143,722 47,462 49,079 95,467 0 67,146
Total $782,856 $890,079 $927,604 $801,014 $719,861 $824,283
Total Expenses $2,198,169 $2,193,558 $2,170,036 $2,035,131 $1,889,831 $2,097,345
Annual Change -0.2% -1.1% -6.2% -7.4%

Source: Kenton County
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Expense by F unction

Direct expenses by function are shown below for 2014 (excluding direct cost of sales). The
figures show 57.6% of total expenses is for golf course maintenance, which is within the range
of industry standards. However, the $1.17 million in golf maintenance equates to around
$390,000+/- per 18-hole golf course for maintenance, which is well below the industry standard
of around $500,000 per year for golf course maintenance on a regulation 18-hole golf course.

Kenton County Golf Courses
Total Expenses by Function (2014)

Pct. Of
Function 2014 Total
Golf Maintenance $1,172,235 57.6%
Golf Operations $736,717 36.2%
Food & Beverage $126,178 6.2%
Total Expenses $2,035,670 100.0%

Personnel Expense

Direct expenses for personnel are the largest for golf facility operations, as is the case with
Kenton County. The standard threshold for the ratio of personnel expenses to total expenses is
between 50% and 60%, excluding cost of sales and inter-departmental charges. For
comparison, Kenton County personnel expenses are just at the upper range of this standard,
but as NGF has previously noted, the facility appears to be under-staffed. This is an especially
high labor expense proportion when considering there are only nine (9) full-time employees in
the KCGC operation.

Kenton County Golf Courses
Labor Expense Proportion  (2011-2015)

KCGC Expenses 2011 2012 2013 2014 2015 Average
Total Payroll $1,415,313 $1,303,479 $1,242,432 $1,234,117  $1,169,970 $1,273,062
Total Operations 782,856 890,079 927,604 801,014 719,861 $824,283
Total Expense $2,198,169 $2,193,558 $2,170,036 $2,035,131  $1,889,831 $2,097,345
Payroll % 64.4% 59.4% 57.3% 60.6% 61.9% 60.7%
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System Summary

Kenton County Golf Course s
Summary of Performance (201 17 2015)

Revenue 2011 2012 2013 2014 2015 Average
Golf Revenue) $1,713,250 $1,968,789 $1,777,367 $1,473,494 $1,407,220 $1,668,024
F & B/ Catering 196,935 364,361 375,051 339,898 322,631 $319,775
Pro Shop 107,780 151,989 180,637 185,889 181,801 $161,619
Driving Range 22,672 24,259 24,432 23,316 23,845 $23,705
Other 29,219 19,809 42,642 36,731 95,260 $44,732

Total Revenue $2,069,856 $2,529,207 $2,400,129 $2,059,328 $2,030,757 $2,217,855

Less Cost of Sales: (COS)

Merchandise $67,869 $89,907 $113,722 $137,004 $131,345 $107,969
Food/Bev. $46,957 $162,948 $172,391 $163,871 $166,322 $142,498

Total COS $114,826 $252,855 $286,113 $300,875 $297,667 $250,467

Gross Margin $1,955,030 $2,276,352 $2,114,016 $1,758,453 $1,733,090 $1,967,388

Operating Expenses
Payroll $1,415,313 $1,303,479 $1,242,432 $1,234,117 $1,169,970 $1,273,062
Golf Operations $782,856 $890,079 $927,604 $801,014 $719,861 $824,283

Total Expenses $2,198,169 $2,193,558 $2,170,036 $2,035,131 $1,889,831 $2,097,345

Facility Net (EBITDA) ($243,139) $82,794 ($56,020) ($276,678) ($156,741) ($129,957)

Other Income
Interest $209 $4 $13 $23 $130 $76
Transfer In $100,000 $350,000 $0 $0 $250,000 $140,000

Total Other Income $100,209 $350,004 $13 $23 $250,130 $140,076

Net Income after Other ($142,930) $432,798 ($56,007) ($276,655) $93,389 $10,119

Source: Kenton County

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 51




System Summary Discussion

A summary of NGF findings related to the revenue and expense performance of the Kenton
County Golf Courses follows below.

Overall Performance

The overall review of the County golf facility shows total revenue in 2014 and 2015 of around
$2.05 million, which is directly comparable to revenue generated in 2011, but with a large spike
to $2.5 million in the good weather years of 2012 and 2013. The total on-site County operating
expenses total $2.33 million (including cost of sales), for a net operating loss of ($276,655)
before depreciation. This level of performance is common in municipal golf nationwide, as about
70% of all public agency golf operations are not able to earn revenue sufficient to cover basic
day-to-day on-site expenses.

Expenses

Operating expenses have remained fairly steady since 2010, although labor costs and fringe
benefits in particular continue to increase. Given this, it is clear that other expense line items are
being reduced to make laborcosistiiat afe samewhdt ixedi Rurthere a s e d
we note that high labor costs are limiting improvements the County can make to enhance the
golf facilities that are documented to be in decline. For public courses, the typical percentage is
50-55% of golf course expenses in labor expense. This indicates that Kenton County golf
courses are: (1) spending a lot more for a small labor force than is typical; and (2) is spending a
lot less on non-payroll (i.e. pesticides, applications, treatments, etc.) items of importance to golf
course maintenance. Overall, the total operating expenses for KCGC is clearly not sufficient to
cover a full three-course, 54-hole operation and is just barely enough to cover a two-course, 36-
hole operation.
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KENTON COUNTY GOLFER SURVEY

NGF6s Golfer Survey Program was distributed
opinions on the Golf Courses at Kenton County. The survey was web-based and emailed out to
golfers in the Kenton County golf email database. A total of 377 surveys were collected by
NGF, an amount well in excess of the 250+/- NGF usually requires for statistical accuracy. Of
the total survey group, 44% of respondents described themselves as a discount card holder,
26% as a season pass holder, 24% as a league player and 6% as a corporate outing golfer.

This survey is not intended to be a scientific study of Kenton County area golfers. Rather, the
NGF is viewing a small sample of golfers who use Kenton County golf courses to get a general
opinion on some of the factors in this County golf operation. The NGF survey is used by
hundreds of courses across the country, allowing us to compare results from County courses
with other similarly priced courses nationwide (except for custom questions).

It is also important to remember that the survey is from golfers that currently play Kenton County
courses. So these are the golfers who are happiest with the courses and their ratings are
generally going to be more favorable than golfers who may have played the courses in the past
but stopped playing. A copy of the survey instrument is displayed in Appendix E to this report,
with general findings shown below:

Kenton County Golf Courses Satisfaction Scores

Kenton County Golf Courses
Satisfaction Measures

Kenton County GC

No. of Responses 377
Overall Customer Satisfaction

Score (scale 1-10) 7.3

Price Percentile* 12
Satisfaction Compared to Expectations

Score (scale 1-10) 6.8

Price Percentile* 8
Satisfaction Compared to Other Courses

Score (scale 1-10) 6.9

Price Percentile* 16
Likelihood to Recommend

Score (scale 1-10) 7.2

Price Percentile* 16

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received
lower customer ratings on this measure than the subject facility compared to other similarly-priced golf
courses in U.S.
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Kenton County Golf Courses
Satisfaction Factors

Kenton County GCs

Overall Value

Score (scale 1-10) 7.2

Price Percentile* 14
Overall Course Conditions

Score (scale 1-10) 6.9

Price Percentile* 11
Pace of Play

Score (scale 1-10) 6.9

Price Percentile* 36
Friendliness/Helpfulness of Staff

Score (scale 1-10) 8.2

Price Percentile* 38
Golf Course Design/Layout

Score (scale 1-10) 8.0

Price Percentile* 26
Condition of Greens

Score (scale 1-10) 7.4

Price Percentile* 27
Scenery / Aesthetics of Course

Score (scale 1-10) 8.0

Price Percentile* 39
Amenities (clubhouse, pro shop, etc.)

Score (scale 1-10) 7.1

Price Percentile* 30
Food & Beverage Service

Score (scale 1-10) 7.4

Price Percentile* 48
On-Course Svcs. (restrooms, drinking)

Score (scale 1-10) 7.3

Price Percentile* 52

Overall Experience

Score (scale 1-10) 7.5

Price Percentile* 13
Affordability

Score (scale 1-10) 7.0

Price Percentile* 34

* Measured on a scale of 0 to 100, this number represents the percent of golf facilities that received
lower customer ratings on this measure than the subject facility compared to other similarly-priced
golf courses in U.S.
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Summary of Findings

1. Overall satisfaction with the County golf courses is good, although Kenton County is
rated lower on the comparative scale on areas related to facility condition and overall
value. There was no significant difference in satisfaction ratings or factors between the
league players, season pass holders or daily fee players.

2 ln general, satisfaction scores at Kenton Coun
compared to other similarly-priced golf courses nationwide. The highest satisfaction
scores at KCGC included affordability, scenery/aesthetics, golf course design, pace of
play and food/beverage service.

3. Competition: The survey indicated that the main Acom
courses was the other area County/municipal golf courses in the area, including Boone
Links (34% mentioned as fianother course they p
Pointe (24%) and Twin Oaks GC (21%). Other less-noted competitors included Devou
Park (16%), Hickory Sticks (16%), Aston Oaks (11%) and California GC (10%).

4. The profile of the Kenton County golfer is predominantly male (91%) and generally older
(69% over age 50 and 52% over 60), compared to a national benchmark of 85% male
and 60% over 50.

General Open -Ended Comments

5. Inreview of the general open-ended comments survey respondents made about what
they like about Kenton County golf courses, the NGF noted several key themes that
were common, including:

The variety of three different courses
Appealing golf layouts with hills and scenery
Good quality greens

Close to home

Can get on with short notice

Relatively Inexpensive

Allowing schools and juniors to use
Attentive and friendly staff

D D D D> D D
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6. Inreview of the general open-ended comments survey respondents made about what
needed improvement at Kenton County golf courses, the NGF noted many more
comments with a variety of topics, the most common included:

Expand/improve the practice range

Improve golf course conditions overall / attention to detail
Improve bunkers with better sand

Clubhouse needs to be updated / enhanced

Improve cart paths

Remove dead trees and stumps

Tee box leveling, especially on par-3 holes

Soften the difficulty of Fox Run GC

> > > > > > P
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Custom Questions 1 Kenton County

7. When asked if golfers would utilize Kenton County GC more often if the main driving
range was expanded and upgraded, 39% of respondents indicated they would use the
course more often and only 6% said they would not. A large segment (45%) indicated
that they would not play at Kenton County more often, but they would use the range if it
were improved. The vast majority of respondents (94%) indicated that if hole #10 on the
Pioneer course was converted to a par 3 in order to accommodate an expanded range it
would not affect their play on Pioneers.

8. Approximately 67% of respondents indicated that they would host a golf tournament at
Kenton County GC, while 33% indicated that the
the most common reasons noted were course location, course condition and not having
any reason to host a tournament.

9. When asked if the food and beverage area should be expanded and/or enhanced,
respondents offered a wide range of ideas, including:

A Add a bar

A Expand the space available for lunch seating after golf

A Add more banquet space

A Improve the food quality

A Il mprove and add TVés

A Open the Fox Run concession

A Expand beverage cart service + add more snacks on cart

10. The most important facility to be improved or enhanced at Kenton County GC:

Practice facility

Restrooms in the clubhouse
Clubhouse in general
Cleaner carts

Sand in bunkers

Golf course conditions

p SN S S N N

11. Kenton County golfers were asked about paying additional green fees if the money was
promised to be invested in the course. Most respondents (67%) indicated they would
only be willing to pay a nominal amount ($2 to $4) more or not be willing to pay any more
to fund improvements. Only 33% indicated they would pay more than $4 per round of
golf to help fund facility improvements. Overall, the survey suggests that some fee
increases would be tolerated by the market if it was made clear that additional revenue
would go to facility improvements.

12. When asked which of the three golf courses was the favorite and why, Willows came in
at #1, followed by Pioneers and Fox Run in last. Willows offered golfers a mix of quality
and challenge, while Piroeeaedl yowandvE&Enoyx MRphawears
difficult and challenging, which some golfers appreciate.
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SUMMARY 1 KENTON COUNTY GOLF COURSES

Kenton County GC is well located in the center of Kenton County, and proximate to accessible

roadways and a modest golfer population. With three golf courses, KCGC provides service to a

wide range of golf customers by providing something for all skill levels. The clubhouse facility is

small given the number of golf courses it serves, but does appear to have potential from

enhancing revenue on site through its use by non-golf activities such as banquets, parties and

other gatherings. Ot her findings from NGF Consultingbés revi e

1 KCGCS offers a mix of amenities that is marketable in the local area. However, it is
clear that the overall condition of the golf courses is declining, due in part to age and
declining maintenance budget. Each of the three golf courses offers a unique playing
experience, although the newest course i Fox Run i is the most difficult and least
popular of the courses.

1 Some level of renovation/upgrade will be required in the coming years. NGF sees the
golf course playing area, particularly the turf conditions and irrigation system, as
having the highest priority for upgrade.

91 During the course of the NGF engagement, the County implemented changes to the
management of the golf facility, thus providing an opportunity for a new program of
on-site management of KCGC. The NGF did observe that the facility is under-staffed
and operating with limited resources. As a result, property conditions have begun to
suffer and if this course of action is continued, it is likely that the overall product
offering at KCGC will become less appealing leading to further revenue reductions.

1 Itis clear that some capital infusion into the property will be necessary in the coming
months and years in order to maintain appropriate conditions and keep this property
and the golfing experience desirable and marketable to regional golfers. This
investment will be required in all areas of the facility, including clubhouse, golf
course, maintenance support and infrastructure/irrigation. This investment includes
both one-time capital spending, as well as recurring annual expenses. The total
investment required could be as high as $3.0 million in one-time capital expenditures
and upwards of $120,000+/- in annual recurring items.

1 The NGF review suggests limited golf marketing, although the County is improving in
this area with the recent addition of a Digital Communications Coordinator. As so
much of successful marketing in 2015+ is about technology, it does seem that this
facility will need better tools along with staff to improve the marketing of KCGC.

1 KCGC is very active with clubs and leagues, which combine for a significant
proportion of rounds activity. The presence of these active golfers tends to help
produce strong activity and provide help in the goal of increasing rounds played.

1 The playing fees and concession prices at KCGCS are generally appropriate for the
market and the overall quality of the facility offering. NGF review of the recent fee
history at KCGC shows very little change in fees since 2010, with most changes
coming in the form of additional discounts and specials, thus lowering the total cost
to play KCGC.

1 The F & B and merchandise operations at KCGC provide a nice complement to the
facility and provide a service to golfers. The space for F & B operations is quite small
for the number of golf holes and the menu of offering is very limited. As prices tend to
be very low, total net revenue from these sources tends to be low as well.
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NGF Recommendations for Kenton County

Based on our evaluation of the Kenton County GC, as well as our operations review and

market analysis, NGF has formulated recommendations that the County can implement to

enhance or supplement its existing business and marketing plan for its golf courses. The goal

of this phase of the study was to help the County identify the physical configuration and

operating structure that will maximize the activity to capacity ratio and net revenues for the

County, while maintaining or enhancing the golfer experienceat t he Co u-cotrsegaf mul t i
faciity. Many of NGF Consultingds recommendations invol v
best pract i c engpldyed by the Coanty at this golf facility.

The NGF recommendations for Kenton County include: (1) considerations on operating
philosophy of the system; (2) changes and/or improvements that could be made to the
physical plant so as to best match demand and supply; and (3) specific ideas for improving
the operation, growing the game and thus rounds and revenues within the system.

NGF OBSERVATIONS ON KENTON COUNTY GOLF COURSES

The NGF team offers a quick summary review of the most important key findings and
observations on the Kenton County golf system that form the basis for NGF recommendations:

1 The Golf Courses at Kenton County facility offers a mix of high quality golf courses in a
good location with a loyal core of supporting golfers. Each of the three golf courses
offers a unique playing experience, although the newest course i Fox Runi is the
most difficult and least popular of the courses.

1 Data reviewed by NGF shows a facility that has experienced a significant recent
decline in both rounds played and revenue earned. On a positive note, revenue
derived from clubhouse activities such as outings, events and catering has continued
to increase in the last several years.

f Ther ecent change in management-sptovsitesoan o
supervision of KCGC. Theoper ati ons are clearly fAstretch
cutbacks and programs designed to reduce expenses. As a result, property conditions
have begun to suffer and if this course of action is continued, it is likely that the overall
product offering at KCGC will become less appealing leading to even further
reductions in revenue.

1 Itis clear that some capital infusion into the property will be necessary in the coming
months and years in order to maintain appropriate conditions and keep this property
and the golfing experience desirable and marketable to regional golfers. This
investment will be required in all areas of the facility, including clubhouse, golf course,
maintenance support and infrastructure/irrigation. This investment includes both one-
time capital spending as well as recurring annual expenses. The total investment
required could be as high as $3.0 million in one-time capital expenditures and upwards
of $120,000+/- in annual recurring items.

1 The external (and uncontrollable) market environment is not favorable for strong
economic performance of golf facilities. The basic ratio of golfers to golf courses is
unfavorable in the region and this is reflected in rounds activity at KCGC where Fox
Run is hosting only 14,000+/- rounds each year. The other two courses are hosting
rounds more in line with expected standards, and the County may find that the full 54-
holes of golf at KCGC is not market supportable for the long term.
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BASIC OVERSIGHT AND STRUCTURE

Kenton County has chosen to operate its golf facility in-house, with all County employees and

direct oversightbyt he County Admini st fopteara.t i omidos ifsorsmidfl tde
form of structure in public sector (municipal) golf operations nationwide, although there is a

growing trend towards privatization. As another form of operation could be considered by the

County, NGF has prepared a review of options that are available to Kenton County should it

decide to alter the operation of its golf courses.

The County must clearly establish the primary purpose and most important goals of including golf
as a County offering. If the primary function of the golf courses is to be an added amenity to the
Kenton County community, then direct County investment in the property appears most
appropriate. However, if the fiscal situation is such that sustaining an economic gain (or at least
break-even) on the facilities is the higher priority, then some form of private funding source will be
required for the needed improvements, and thus a longer-term lease arrangement that includes
capital investment could be considered.

Management contracts, operating leases, and concession agreements are the most commonly
used terms to describe a contract between a golf course owner and a private operator. A general
discussion of the common operating structures, along with key advantages and disadvantages of
each, is presented below.

Structure Options

Below are descriptions of the most typical management/operational options for public agency golf
courses. In our experience, there is no ideal operating scenario that fits all situations, and each
public entity must arrive at its own unique approach to operation and maintenance. The most
common management options are shown below (these are not intended to be exhaustive, as
there are hybrids and variations thereof), presented in order from mast direct County involvement
to the least direct County involvement:

1. Self-Operation. Thi s i s e o0 Apkeiclmaenge in this option is finding
and retaining qualified personnel, especially in key management positions such as
manager and superintendent. The NGF review shows a vacancy in golf management
and that the KCGC operation is fstretched a little thindwith a small full-time staff of only
nine (9) persons for three golf courses. The key advantage to this structure is direct
County control of the operation for maximum benefit to the Community, while the
disadvantage is mostly economic, as the County must absorb the risks associated with
low revenue and rising expenses.

2. Concession Agreements: These are similar to lease agreements and can come in
several types or combinations. The advantage is shifting some risk and payroll to a
private entity. The key areas of operation include Pro Shop, Food and Beverage,
and/or Maintenance, and involve the county contracting for one, some, or all of these
services. One subset of this concept includes multiple concessions, a system in which
the County creates multiple contract agreements for separate entities for each facet of
the golf operation. The most common concession agreements for municipal golf
courses include:

a) Contract for Food / Beverage Services involves direct County control of
maintenance and pro shop management while contracting F & B operations.
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b) Contract for Maintenance and Food / Beverage Services involves direct County
control of the pro shop function, while contracting with a private entity to provide
golf course maintenance and food / beverage services.

c) Multiple Concessions involves creating multiple agreements for separate entities
for each facet of the golf operation (pro shop, F&B, and maintenance).

3. Full-Service Management Contract. Hire a management company to operate all
aspects of Kenton County golf courses. The County would continue to earn all
revenues, be responsible for all expenses (salaries, maintenance, liabilities, capital)
and pay a management fee to an operator. Some advantages to this strategy are a
shifting of labor expense from a public to a private structure, and the expected benefit
of professional management, including access to national purchasing and marketing
programs. The main potential disadvantages are some loss of County control and the
fixed fee for service, regardless of yearly variations in performance.

4. Hybrid Contract. A hybrid contract combines some of the advantages of a lease with
those of a management contract. The most common difference from the management
contract is that a variable management fee is included, allowing the operator and
County to share in the risk of the operation. Advantages are similar to the
management contract with a shifting of payroll, adding expertise, but reducing some
County control of the operation.

5. Operating Lease(s). The County could lease the golf facility to a private operator in
exchange for an annual (or monthly / quarterly) lease payment. The lease could be
established to include certain requirements, including capital investment in facility
improvements, maintenance standards and/or restrictions on green fees. The
advantage of this option is a total privatization of the golf operation, assuming a lease
partner can be found, and the theoretical shifting of economic risk away from the
County and onto the private operator. The key disadvantage is the nearly complete
loss of County control on not just the operation, but likely policies, procedures and fees
as well.

Structure Considerations

The NGF review of the various operational considerations for Kenton County golf leads to a few
key findings on several options. In consideration of the options presented, we note:

1 Full-Service Management Contract or Hybrid. The NGF review shows this option
has appeal, especially if direct employee benefit expenses (particularly pension) can
be shifted to a private operator. This option will also allow the County to obtain golf
management expertise through payment of a fixed annual management fee. A hybrid
agreement could be considered if the terms were acceptable to the Fiscal Court. A key
consideration in either the management agreement or hybrid is the fixed portion of any
management fee, and whether the new private management partner can improve
revenues and/or expenses enough to cover any new fixed expense to the County.

1 Traditional Concession. Thi s option wil |l |l i kely produce too
require attention and shift the County from managing golf courses to managing
multiple contracts. The County will likely still be responsible for capital expenditures
and thus the Self-Operation alternative would be more appropriate. Any form of
concession is not I|ikely to bring blehe Countyds
economic position than it is at present.
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I Lease - An outright lease of the facilitywoul d be an attractive
objectives in municipal golf were purely financial, and if a suitable partner could be
found that would be willing to take on all operational risk. However, NGF notes that if
the County opts to pursue a lease agreement for the golf courses, it should be pursued
only if the new lease partner will bring capital to the agreement and complete some (or
all) of the upgrades identified by NGF.

NGF Recommendation

In light of operational and physical recommendations that NGF believes will improve the economic
performance of the golf facility, the County is likely to find that continued self-operation (as-is) or a
new management contract will be the most viable operating structures, at least for the short term.
Kenton County golf has a chance to generate additional revenue under its current structure -
potentially enough to cover the basic day-to-day cost of operations, though likely not enough to
cover large-scale capital upgrades (irrigation, equipment, cart paths, retaining wall fixes and
clubhouse upgrades).

The NGF team recommends that Kenton County use the recent management change as an
opportunity to review a new structure, with continued self-operation (with modifications) or
a fee-for-service management contract as the best options for consideration. Either of these
structures will offer the County the greatest chance for success in the operation and provide a
level of hands-on control so as to maximize the implementation of the program elements that will
be required for the County to succeed in golf. The key modifications to the County golf operation
oversight include:

1 Improve marketing, focusing on golf and non-golf services (banquets, weddings,
parties,etc.), a | arge portion of which can be d
Communications Coordinator.

T Increase the golf maintenance staff by at least one additional FTE (2,000 hours), either
with additional full-time or part-time staff, to help improve golf conditions.

1 Begin planning for the funding of needed capital improvements at KCGC, including
enhanced practice facilities, improved clubhouse conditions and new maintenance
equipment (among other items). Consider renovation of the property to accommodate
new amenities, possibly even considering the reduction from 54 to 36 holes and using
possible land sale proceeds to fund improvements (more below).

PHYSICAL UPGRADE REC OMMENDATIONS

Previously, the NGF team identified deficiencies in the physical condition and amenities offered at
Kenton County GC. This included identification of both on-going deficiencies and deferred capital
expenditures. As the goal of the NGF review is to help the County improve the economic condition
of the golf facility, improving the facilities will be high on the list of needed changes at KCGC and
should not be ignored or postponed for too long. We also note that some of the recommendations
are interdependent with each other and thus should be coordinated as part of a master plan (i.e.
practice range enhancements in conjunction with a clubhouse upgrade).

The NGF has also considered more substantial changes to the physical plant at Kenton County
GC in consideration of key findings noted above, most importantly the reality that 54 holes of golf
may not be market supportable for the long term at this location. In recommending changes to the
physical plant at Kenton County golf courses, NGF has divided our suggestions into three
considerations: (1) base i mprovements that should be co

opti on

mpl et ec
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changes; (2) alternative upgrade program to enhance/enlarge the practice area; and (3)
alternative alteration program to reduce the number of golf holes at Kenton County GC.

NGF Physical Improvement Recommendations T Base Option

The base improvements identified by NGF for Kenton County GC were divided into one-time

capital investments (short-term and long-term), annual recurring items and other investments to

help increase revenue. The costs of these considerations are summarized in the table below:

Kenton County Golf System
NGF Recommended Upgrades 1 by Type

Low High

Initial Capital Investments Estimate Estimate
Willows #4 Retaining Wall Project $150,000 $175,000
Cart Paths / Bridges 200,000 250,000
On-Course Services 90,000 100,000
Longer Term Capital Investment

New Irrigation (Willows + Pioneers) 2,000,000 2,500,000
Total of Initial Capital Projects $2,440,000 $3,025,000
Investments to Enhance Revenue

Practice Range Enhancement/Expansion $250,000 $300,000
Clubhouse Upgrade $190,000 $225,000
Grand Total of all Capital Projects $2,880,000 $3,550,000

Recommended Annual

Recurring Annual Items Budget Increase

Kenton County GC, and the County should engage appropriate research to cost out specific projects.

Maintenance Equipment Program $32,500
Staff Enhancement $25,000
Tree Removal $10,000
Tee Boxes $10,000
Bunker Program $7,500
Total of Annual Recurring Items $85,000
Al'l figures are NGF Consulting estimates based dhelasa3 c

years that have been provided to allow for preliminary planning. These amounts may or may not reflect actual costs for

Alternative Physical Upgrade Consideration 1 Practice Facility Expansion

One alternate option for the County to consider is the modification some areas proximate to the
clubhouse to expand the driving range and allow for more activity and revenue. The driving range

is the highest margin revenue item in a golf operation and revenue in this area has been

historically low at KCGC. This option should allow the County to: (1) increase direct driving range
revenue by having more tee stations available to sell baskets of range balls; (2) increase indirect
revenue by making the facility more appealing and enhancing the ability to sell more green and

cart fees; and (3) provide additional golf

initiatives and help develop new customers. This change would be consistent with a golf industry

Abest practiceo where all three benefits

ar e

practice facilities and these changes are expected to have strong market impact. A strong add-on
for this concept off-shoot of this concept would be to add some form of muted ground lighting to
the driving range that would allow the facility to be open at night while not disturbing neighboring
properties. A preliminary schematic of how this consideration could be achieved is shown in the

exhibit below:
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Alternative Physical Upgrade Consideration

Google Earth image showing the suggested changes to the property, including expansion of the driving range and range tee
area, new Pioneers #10 tee and new practice green. The NGF has estimated a total project cost to complete this renovation
of between $250,000 and $300,000 and could be completed over a few months with no disruption to other facility activities.
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Alternative Physical Upgrade Consideration I Reduction of Holes

An additional possibility NGF reviewed for Kenton County is the consideration of reducing the Golf
Courses at Kenton County property from a three-course 54-hole facility down to a two-course 36-
hole facility. The NGF market review strongly suggests an over-supply of golf in the area, and that
the full complement of 54 holes may not be economically supportable/sustainable for the longer
term at this location. Further, it appears to NGF that the Fox Run course is the least popular of the
three courses, with activity now falling as low as 14,000 rounds. As such, it is expected that Fox
Run would be the logical choice for action facility reduction at KCGC. Other key considerations
from NGF on pursuing this course of:

The option should only be considered for the Fox Run course

The option should only be considered if it involved a land sale, and proceeds from that
land sale are then put back into the KCGC to complete NGF-recommended capital
improvements.

1 Upon completion of this option, the County can than put all its focus on the remaining
two golf courses (Willows / Pioneers), and provide those courses with adequate
resources, capital and staff.

1 The county should not assume much change in total operating or maintenance budget,
as the two remaining courses will require the full complement of resources currently
being allocated for three courses.

T Thi s course of action may put two or three of tF
Olympics) at risk, but there are limited alternatives for these events in the area and the
County should not be retaining expensive resources to accommodate only two or three
events per year.

The NGF has completed a full economic analysis of this option in the next section of the report.
This review shows that this course of action will help to bring the Kenton County golf operation
into economic balance on a day-to-day basis, but the real benefit will be the creation of a pool of
money from the land sale (if achievable) to provide capital to complete needed facility
improvements. Further study on the potential value and marketability of the Fox Run portion of the
property and proper site master planning is recommended by NGF.

BASIC OPERATIONAL RE COMMENDATIONS

Additional recommendations regarding basic operations at Kenton County GC include ideas for
improving technology capabilities, upgrading the marketing, improving the appeal of golf to less
traditional segments, food and beverage operations, and other general operating ideas to help
stimulate new activity.

Recommendations to Better Employ Technology

Technology is one of the most important and tools available to a golf course management team to

create incremental revenue, and proper deployment of technology is critical in golf operations in

2015 and beyond. Technology defines and guides the marketing strategy to build a larger

customer database, create customer loyaltyand boost revenue. The Countyods
would benefit from maximizing the Fore! Reservations POS technology that is in use at the

courses today. This system should have access to tools for initiatives recommended by NGF, and

could become alargepartof t he Countyés new Digital Communi cat
general, the County should seek to maximize technology by:
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1 Using the POS system to identify specific customers and spending patterns to help
maximize effective targeted email marketing campaign (i.e. data mining).

1 Allowing for increased direct purchases from the online portal. Items such as gift cards,
G-Cards and season passes purchased directly from the County website would help
expand revenue.

1 Allowing for social media tools to be integrated into email marketing. This can be done
automatically through delivery tools that automatically integrate to the leading social
media forums, i.e. Facebook, Twitter, Instagram, etc.

1 Considering having a smartphone application developed that includes yardage guides
and allows golfers to receive text alerts broadcast from the email system. The average
person checks their cell phone 150 times per day. Having a mobile application
facilitates connecting with the customer.

E-mail i E-mail databasesarees sent i al in todayo6és golf mar ket pl ac
touch with the golfer customer base. E-mail marketing, with the exception of word-of-mouth and

free advertising, is the most cost-effective advertising possible. Management reports about 5,000

records in the Kenton County golf database. Augmenting this database should be a top priority of

management, so that email marketing can be optimally implemented.

Website and Internet | We noted that the Internet is the most cost-effective form of advertising
for golf facilities. The www.Kentoncounty.org/golfcourses website for Kenton County golf is being
improved, and should include:

More pictures of the golf courses.

1

1 A scorecard for each course.

1 More information on the banquet room and its availability.
1

Email Club / Email Specials section to capture customer emails, possibly using periodic
deals on rounds or other specials.

Social Networking - Social networking is the fastest growing marketing tool in golf. The County

should become more active with Facebook and Twitter, which should be used to communicate

Awhat 6s going ono type of messages-inforehett.). Whish a tour
tends to help build loyalty and repeat activity.

You Tube - You Tube is the second most utilized search engine on the internet. Kenton County
could develop a presence, including informational videos of the facility and golf course, as well as
activities such as league play, tournaments, & instruction.

Marketing Recommendations

Few things can positively affect performance more than marketing. A marketing emphasis is
critical to creating awareness, correcting misperceptions and increasing daily fee and tournament
play. Strategies may include advertising to create a brand image around Kenton County and Fox
Run (if it is to remain open), maintain awareness, develop a public relations campaign to tout the
high quality of these facilities, and increasing utilization of web, print, and yield management
strategies. An effective and comprehensive marketing plan must incorporate research, planning,
strategy, market identification, budget, advertising, timetable, and follow-up. Advertising should be
tracked adequately to gauge its effectiveness.

Efforts to enhance golf activity at Kenton County golf courses should include both advertising and
branding, as well as direct selling. While some of these activities are ongoing at the time of the
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NGF review, it is clear that these efforts, particularly web and e-mail, could be enhanced in the
coming years of operations, especially if recommended facility enhancements occur. The NGF
recommendations for marketing Kenton County golf courses involve: (1) maintaining or building

l oyalty and Awal |l et splaggokers; (%) improwingethe imessagimygndr e gul ar

reach to attract greater participation from golfers not residing in Kenton County; (3) developing a

comprehensive tournament and outi-to-bacedrmaelgtt hgt

potential target groups and charities; and (4) developing an expanded strategy to attract regional
golfers and visitors to the facilities.

Direct Selling

Kenton County has recently hired a Digital Communications Coordinator, a County position that
will have responsibilities in marketing the Kenton County golf courses.lnaddi ti on t o
marketing to be undertaken by this position, NGF recommends that KCGC staff complete other
activities related to selling the golf courses directly, especially in the outing, tournament and other
non-golf banquets and parties.

Tournaments and Outings T The General manager and Assistant Professionals should expand
direct marketing to tournament and outing prospects to bring in a larger share of that business to
the courses. NGF recognizes that the market for these events is highly competitive, but that
KCGC has special advantages for super-large tournaments and outings, even if the course is
reduced from 54 to 36 holes. Prospects that should be proactively contacted include charities,
churches, civic organizations, corporations and small companies, especially those that have
hosted tournaments in the past and have not been contacted recently.

In-House Leagues T The GM and golf staff have been very active and successful at cultivating,
promoting and facilitating golf leagues, and encouraging participation and facilitating introductions
for new players to join existing leagues at both courses (it can sometimes be difficult for new
golfers to join existing clubs).

Banqguets & Meetings i The County should do more to actively promote the banquet room at
Kenton County GC through solicitation to groups for meetings & banquets. This will be especially
important if the County upgrades and/or expands the banquet room capacity.

Area Lodging Properties - The GM and golf staff should become active in creating new cross-
promotions and package deals with area lodging and other attractions. This may involve allowing
for a special rate that can be exclusive to lodging partners, and/or allowing for a longer advance
tee time policy for bookings.
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Other M arketing Recommendations
The overall County golf marketing strategy should include (some items already in place):

1 Print Media: Print media is not dead. It is still a good way to reach your customer
base, especially with seniors. While this should NOT be the focus of your media
campaign, we would encourage spot ads in the local paper and image ads in regional
golf publications.

1 Brochure: Kenton County Golf Courses should improve on its fold-out brochure for
use in racks and other | boabeohs. LARGE phentwood
1/3 of the front page. The piece should include nice pictures and basic information
about each golf course in the system. If rates are included, the piece must be updated
at each rate change period.

T Community: We recommend having the GM call on area business, churches and
organizations to promote the course, solicit group clinics, and generate community
awareness. The golf courses should be active in the Chamber of Commerce and other
area civic organizations.

1 Public Relations/Grand Re-opening: PR announcements are free and can be
effective. Make sure to send out press releases, particularly on details related to the
any completed upgrades/renovations. This is highly cost effective, as most media will
allow free publication of public notices. As improvements are made, the reporter(s)
should be invited back to see what has changed.

I Tracking Ads: Savvy marketers realize it is important to constantly monitor the
effectiveness of their marketing campaigns to identify which campaigns are actually
working and allow for appropriate adjustments. Redemption ads (coupons) are always
easy to track. I nternet ads that require a dcli
track. Tracking phone calls with a separate dedicated phone number may also help as
well. More difficult are general ads, such as billboards or print ads, which do not
provide a discount or other easily trackable item.

1 Signage: The signage for KCGC should be improved, to the extent that is allowable by
local guidelines. It is recommended that any sighage to Kenton County golf courses
include the course logo, and make the location of the facility as clear as possible and

note that the facility and its clubhousei s fiopen to the public. o
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Recommendations for Increased Participation from Less  -Traditional Segments

Increasing participation among less traditional golfer populations is generally about three groups 1

younger adults, women and minorities. We know that 50% of the population is female. We also

know that about 15% ofthe MSA6 s popul ati on i s,amdthemedigneageéandne mi nor i t
metro region is younger than the nation as a whole. As a result, the longer-term future of public

golf in this part of Kentucky will be dependent on the ability of this golf system to engage and grow

these less traditional golfer segments.

Player Development

We note that new player development will be one of the critical elements to the long-term viability
of Kenton County golf courses, and this should be a point of emphasis at the facility. Direct
selling, advertising, and public relations are key to any successful attempts at building market
share in Kenton County. However, one of the critical elements to the long-term viability of public
golf courses is player development, especially a strong Junior Program, although we suspect this
wi | | al ways be small at these |l ocations for a numb
climate for golf operations, tapping latent demand among groups that traditionally have shown
relatively low golf participation i such as women and minorities i is more important than ever.
PGA data shows every new golfer developed could be worth as much as $250 per year (10
rounds at $25), and the common successful player development program produces at least 200
new golfers per facility.

Key recommendations for player development programming include:

1  Work directly with the PGA for specific descriptions of programs that work, and how to
properlyimpleme nt and promote these programs (i . e. i Ge
on Golf, o0 ADrive Chip & Putt, o APGA Jun r
program). Add focus on transitioning new players from learning to playing golf.

1 Expand and improve the practice / golf learning amenities at Kenton County GC, as
noted in NGF6és physical recommendati ons.

T Encourage and provide incentives for staff to provide golf lessons during off hours.

1 Create programs to provide older, used golf equipment to always be available free of
charge for beginners, and possibly for other needy prospects via donation or at a deep
price discount.

I ncreased WomenosTHhias triecprpeasteéemotns a maj or fAindustry
recommended by NGF to every golf course we review. At present, women account for about 20%

of golf participants, but 40% of beginners. There are many reasons why female golf participation

is low, but increasing participation from women is one of the keys to maximizing revenue. The

most common issues relate to golf course difficulty (could be an issues for Fox Run), retail

selection, on-course services (restrooms, drinking fountains), food / beverage selection, and

customer service.

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 68



Financial Analysis of Expected Kenton
County Golf Performance

As part of this NGF study effort, the consultants have prepared an economic evaluation to show

the potential economic performance of the Kenton County golf facility under certain operational

and/or performance scenarios. In this section of our report, the Golf CoursesatKe nt on Count yoés
economic potential is evaluated and summarized. All NGFC projections are based on a set of

assumptions that may or may not become reality. We feel that these estimates represent the best

effort to create a Af aithisfaeildytbasedan car confpletprevievafr manc e 0
the operation and market environment.

The NGF projections have been prepared under three separate scenarios of operation, based on

the NGFO6s preliminary recommendati ons(ortmaynothe Count
occur at the facility. The three sdesmamwidd a®nhsnagd @
changes and no new capital investment; (2) completion of NGF-recommended upgrades in capital

and annual recurring items; and (3) reduction of the KCGC to 36 holes through closure of one

course (most likely to be Fox Run).

All three scenarios generally assume that Kenton County GC will adopt other base

recommendations related to improving marketing, enhancing event and banquet operations and

actively seeking to grow non-resident and non-regular-play golf activity. With many golf facilities
competing at the similar 6éstandardd price points,
rates cannot be relied upon, so most growth must be derived from increases in rounds activity.

Market conditions and other factors likely dictate that Kenton County golf courses will remain a

modest volume producer for the foreseeable future, but rounds activity and other revenues can be

enhanced with strategic marketing, increased awareness of the excellent value these courses

offer, and improved amenities to make the facilities more competitive for larger outings, banquets,

etc.

SUMMARY OF KENTON COUNTY GOLF PROJECTIONS (2016-2020)

NGFC has made projections for each of the three scenarios based on expected performance in a

Anor mal 06 environment and the i mplementation of NGF
NGF has summarized the projections for KCGC under each scenario with estimates of

performance by revenue and expense line items and capital. The NGF has not reviewed or

projected any of the fAotherd items in theiteCounty ¢
operation of the golf courses. We note that these projections are based on NGF estimates for

future performance in consideration of recommendations made for KCGC under the three

scenarios as noted above.

Basic Assumptions T A4 s0O Scenari o

The projections we have made include capital items, with the total cost for defined projects
presented earlier in this report. NGF has assumed the County will use some form of debt
(revenue or general obligation bonds) to finance the projects, although other alternatives should
be considered. Other key assumptions in the NGF projections:

1 The overall economic condition remains stable, without any sizable increase or
decrease in the Kenton County area economy, employment, or visitation.

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 69



1 Kenton County golf courses will continue to operate in similar fashion to today, with
County self-operation and greater emphasis on attracting non-resident rounds.

1 The basic pricing structure will remain, plus G-cards and season passes will continue
to be offered at the same rate and privilege as today.

9 The decline in rounds observed in 2014-15 is continued, with FY2016 finishing at
76,100 total rounds as projected by NGF. NGF expects this trend to continue, with
rounds at 72,900 by 2020. NGF projects this 73,000+/-t o
level of rounds, with some years falling below and some years rising above this
expected 6 avEe maeedl rotindsgpytype through 2020:

become

a new

Kenton County GC 2016 2017 2018 2019 2020
Season Passes 180 175 170 165 160
Rounds per Pass 53.3 54.3 54.1 53.9 53.8
Pioneers Peak 6,500 6,400 6,300 6,200 6,100
Pioneers off-Peak 13,000 13,000 13,000 13,000 13,000
Willows Peak 4,500 4,400 4,300 4,200 4,100
Willows off-Peak 9,000 9,000 9,000 9,000 9,000
Fox Run Peak 3,500 3,400 3,300 3,200 3,100
Fox Run off-Peak 4,000 4,000 3,500 3,500 3,000
Season Pass Rounds 9,600 9,500 9,200 8,900 8,600
9-Hole Rounds 24,000 24,000 24,000 24,000 24,000
Complimentary Rounds 2,000 2,000 2,000 2,000 2,000
Total 76,100 75,700 74,600 74,000 72,900

1 The average revenue per round for green fees is projected at 2015 levels for FY2016
at Kenton County GC, with 2.5% annual increases through FY2020. This is reflective
of a program to move daily green/guest fees higher in the coming years to keep up
with growing expenses. Average revenue for carts, merchandise and other revenues
are projected at 2015 levels for FY2016. Direct cost of sales for merchandise is held at
the 2015 level of 70%. Average revenue for all food, beverage, alcohol and banquet
sales is projected at 2015 levels for FY2016. This is reflective of recent improvements

in F & B revenue that are projected to continue. Total cost of saleson F & B is

estimated at the historical 50%.

Blended Average Fees 2016 2017 2018 2019 2020
Pioneers Peak $20.00 $20.52 $21.05 $21.60 $22.16
Pioneers off-Peak $11.00 $11.29 $11.58 $11.88 $12.19
Willows Peak $24.00 $24.62 $25.26 $25.92 $26.60
Willows off-Peak $11.00 $11.29 $11.58 $11.88 $12.19
Fox Run Peak $38.00 $38.99 $40.00 $41.04 $42.11
Fox Run off-Peak $21.00 $21.55 $22.11 $22.68 $23.27
9-Hole Rounds $12.00 $12.31 $12.63 $12.96 $13.30
Assumed Average Revenue
Avg Season Pass $625.00 $641.25 $657.92 $675.03 $692.58
Cart rev per round $5.10 $5.23 $5.37 $5.51 $5.65
F&B Revenue per Round $4.42 $4.53 $4.65 $4.77 $4.90
Range Revenue per Round $0.30 $0.31 $0.32 $0.32 $0.33
Merchandise Rev per Round $2.25 $2.31 $2.37 $2.43 $2.49
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9 Operating expenses in FY16 are retained at 2015 levels. All labor-related and other
expenses are projected to grow annually at 3.0% based on historical records and
recent trends.

Economic Performance Projections i i A4 sSktenario

NGF Consulting has utilized the previously mentioned assumptions to create the cash flow
statement in the following exhibit. Each category of revenue has been listed separately, and an
estimate of the total facility average revenue per round has been provided. All figures have been
rounded to the nearest $1,000 for simplicity.

Projected Cash Flow Analysis
Kenton County Golf Courses
fAs-Isd 54-Hole Operation

2016 2017 2018 2019 2020

Daily Greens Fees $985,000  $1,002,000  $1,009,000 $1,026,000  $1,032,000
Golf Memberships 113,000 112,000 112,000 111,000 111,000
Golf Cart Rental 388,000 396,000 401,000 408,000 412,000
Total F & B 336,000 343,000 347,000 353,000 357,000
Driving Range 23,000 23,000 24,000 24,000 24,000
Pro Shop 171,000 175,000 177,000 180,000 182,000
Other 8,000 8,000 8,000 9,000 9,000
Total $2,024,000  $2,059,000 $2,078,000  $2,111,000 $2,127,000
Less Cost of Sales: (COS)

Merchandise $119,700 $122,500 $123,900 $126,000 $127,400

Food/Bev. $168,000 $172,000 $174,000 $177,000 $179,000
Total COS $287,700 $294,500 $297,900 $303,000 $306,400
Gross Margin $1,736,300  $1,764,500  $1,780,100  $1,808,000  $1,820,600
Operating Expenses
Payroll
Golf Operations $800,000 $824,000 $849,000 $874,000 $900,000
Food and Beverage 60,000 62,000 64,000 66,000 68,000
Fringe Benefits 315,000 324,000 334,000 344,000 354,000
Total Payroll $1,175,000 $1,210,000  $1,247,000  $1,284,000  $1,322,000
Golf Operations

Water $150,000 $155,000 $160,000 $165,000 $170,000

Other Utilities 37,000 38,000 39,000 40,000 41,000

Equip Repair 48,000 49,000 50,000 52,000 54,000

Other Non-Labor 435,000 448,000 461,000 475,000 489,000
Food & Bev. 50,000 52,000 54,000 56,000 58,000
Capital 0 0 0 0 0
Total Operations $720,000 $742,000 $764,000 $788,000 $812,000
Total Expenses $1,895,000 $1,952,000 $2,011,000 $2,072,000 $2,134,000
EBITDA ($158,700) ($187,500) ($230,900) ($264,000) ($313,400)
Average Golf Rev. / Round $19.53 $19.95 $20.40 $20.88 $21.33
Total Facility Avg. Rev. / Round $26.60 $27.20 $27.86 $28.53 $29.18
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Basic Assumptions

The projectionsma de f or

I Upgrade Scenario

the upgrade

scenario, with the following exceptions:

scenari o

as s unmes oOal

1 The capital upgrade program recommended by NGF is completed according to the
following schedule, with both capital projects and annual recurring items:

Year FY2016 FY2017 FY2018 FY2019 ‘ FY2020
Range, cart paths + on-course Willows #4, cart paths + Cart Paths + Annual Annual recurring only
Projects services + annual recurring clubhouse + annual recurring Recurring
Capital = $375,000 Capital = $445,000 Capital = $60,000 Annual recurring =
Amount Annual = $85,000 Annual = $85,000 Annual = $85,000 $85,000

1 The maintenance condition of Kenton County golf courses is improved with the
inclusion of 1,500 hours of maintenance staff time per year, beginning in 2016.

1 The decline in rounds observed in 2014-15 is halted, with range, clubhouse and
course improvements leading to improved rounds activity. NGF expects this trend to
continue, with rounds at 82,100 by 2020. NGF projects this 82,000+/- to become a new

Afstabled | evel of r oundwandsomeayearsgisingnabowe ar s

this expected O6averaged figure. The projected
Kenton County GC 2016 2017 2018 2019 2020
Season Passes 180 180 180 180 180
Rounds per Pass 53.3 53.3 53.3 53.3 53.3
Pioneers Peak 6,500 6,500 7,000 7,500 8,000
Pioneers off-Peak 13,000 13,000 13,500 14,000 14,500
Willows Peak 4,500 4,500 5,000 5,500 6,000
Willows off-Peak 9,000 9,000 9,500 10,000 10,500
Fox Run Peak 3,500 3,500 3,500 3,500 3,500
Fox Run off-Peak 4,000 4,000 4,000 4,000 4,000
Season Pass Rounds 9,600 9,600 9,600 9,600 9,600
9-Hole Rounds 24,000 24,000 24,000 24,000 24,000
Complimentary Rounds 2,000 2,000 2,000 2,000 2,000
Total 76,100 76,100 78,100 80,100 82,100

1 Average revenue per round has been adjusted to reflect an improved KCGC operation,
with enhanced facilities and a slightly higher basic fee structure. The average range,
food, beverage and banquet revenue is also enhanced.

Blended Average Fees 2016 2017 2018 2019 2020

Pioneers Peak $20.00 $22.00 $24.00 $24.62 $25.26
Pioneers off-Peak $11.00 $12.00 $12.50 $12.83 $13.16
Willows Peak $24.00 $25.00 $25.50 $26.16 $26.84
Willows off-Peak $11.00 $12.00 $12.50 $12.83 $13.16
Fox Run Peak $38.00 $40.00 $42.00 $43.09 $44.21
Fox Run off-Peak $21.00 $22.00 $23.00 $23.60 $24.21
9-Hole Rounds $12.00 $13.00 $13.50 $13.85 $14.21
Assumed Average Revenue

Cart rev per round $5.10 $5.23 $5.37 $5.51 $5.65
F&B Revenue per Round $4.42 $5.00 $5.13 $5.26 $5.40
Range Revenue per Round $0.30 $1.25 $1.28 $1.32 $1.35
Merchandise Rev per Round $2.25 $2.31 $2.37 $2.43 $2.49
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Economic Performance Projections 1 Upgrade Scenario
NGF Consulting has utilized the previously mentioned assumptions to create the cash flow model
for the KCGC upgrade scenario in the table below. All figures have been rounded to the nearest

$1,000 for simplicity.

Projected Cash Flow Analysis
Kenton County Golf Courses
Upgraded 54-Hole Operation

Range, cart  Willows #4, cart Cart Paths +
paths + on- paths + on- Annual
Notable Improvements Course svcs. Course svcs. Recurring  Annual Recurring Items Only
2016 2017 2018 2019 2020

Daily Greens Fees $985,000 $1,060,000 $1,146,000 $1,214,000 $1,285,000
Golf Memberships 113,000 115,000 118,000 122,000 125,000
Golf Cart Rental 388,000 398,000 419,000 441,000 464,000
Total F & B 336,000 381,000 401,000 422,000 443,000
Driving Range 23,000 95,000 100,000 105,000 111,000
Pro Shop 171,000 176,000 185,000 195,000 205,000
Other 8,000 8,000 9,000 10,000 10,000
Total $2,024,000 $2,233,000 $2,378,000 $2,509,000 $2,643,000
Less Cost of Sales: (COS)

Merchandise $119,700 $123,200 $129,500 $136,500 $143,500

Food/Bev. $168,000 $191,000 $201,000 $211,000 $222,000
Total COS $287,700 $314,200 $330,500 $347,500 $365,500
Gross Margin $1,736,300 $1,918,800 $2,047,500 $2,161,500 $2,277,500
Operating Expenses
Payroll
Golf Operations $825,000 $850,000 $876,000 $902,000 $929,000
Food and Beverage 60,000 62,000 64,000 66,000 68,000
Fringe Benefits 315,000 324,000 334,000 344,000 354,000
Total Payroll $1,200,000 $1,236,000 $1,274,000 $1,312,000 $1,351,000
Golf Operations

Water $150,000 $155,000 $160,000 $165,000 $170,000

Other Utilities $37,000 38,000 39,000 40,000 41,000

Equip Repair $48,000 49,000 50,000 52,000 54,000

Other Non-Labor $520,000 536,000 552,000 569,000 586,000
Food & Bev. $50,000 52,000 54,000 56,000 58,000
Capital 375,000 445,000 60,000 0 0
Total Operations $1,180,000 $1,275,000 $915,000 $882,000 $909,000
Total Expenses $2,380,000 $2,511,000 $2,189,000 $2,194,000 $2,260,000
EBITDA ($643,700) ($592,200) ($141,500) ($32,500) $17,500
Average Golf Rev. / Round $19.53 $20.67 $21.55 $22.18 $22.83
Total Facility Avg. Rev. / Round $26.60 $29.34 $30.45 $31.32 $32.19
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Basic Assumptions 1 36-Hole Scenario

NGF has prepared a projection for the Kenton County GC under the assumption of a two-course,
36-hole operation. It is assumed by NGF that the County would cease operation on the Fox Run
golf course, possibly through the outright sale of the property. If the property could be sold, the

ideal would be for the County to use any proceeds from the sale to complete the capital upgrades

as detailed by NGF. The projections made for the 36-Hole scenario assume all of the base
assumpti ons sion stclednthéfdllewving exceptions:

1 The capital upgrade program recommended by NGF is completed, with some
modifications. It is assumed all capital would go into the Willows and Pioneers course,
with improvements to the cart paths and on-course services only occurring on those
courses. As it is expected that proceeds from the sale of the Fox Run course would be
used to complete the capital projects, no direct capital expenditure is assumed for the
KCGC during the next five years under this scenario.

1 Expenses are adjusted to reflect a smaller operation, although the change is only in
operations (no change in payroll) where expenses are reduced by $130,000 to
$150,000 annually. Most of this savings will be from water cost.

9 All rounds activity is condensed into the 36-hole KCGC with Willows and Pioneers
beginning in FY2017. With range, clubhouse and course improvements leading to
improved rounds activity, NGF expects rounds at 74,600 by 2020. NGF projects this

74-75,000+/-t 0 b ec ome new fAs tom3db-haes, witheomeyearo f rounds
falling below and some years rising above this
projected rounds by type through 2020:

Kenton County GC 2016 2017 2018 2019 2020

Season Passes 180 180 180 180 180

Rounds per Pass 53.3 53.3 53.3 53.3 53.3

Pioneers Peak 6,500 7,000 7,600 7,600 7,600

Pioneers off-Peak 13,000 13,500 14,500 15,000 16,000

Willows Peak 4,500 5,000 5,600 5,600 5,600

Willows off-Peak 9,000 9,500 10,500 11,000 12,000

Fox Run Peak 3,500 0 0 0 0

Fox Run off-Peak 4,000 0 0 0 0

Season Pass Rounds 9,600 9,600 9,600 9,600 9,600

9-Hole Rounds 24,000 24,000 24,000 23,500 23,000

Complimentary Rounds 2,000 2,000 2,000 2,000 2,000

Total 76,100 70,600 73,800 74,300 75,800

1 Average revenue per round has been adjusted to reflect an improved KCGC operation,
with enhanced facilities and a slightly higher basic fee structure. The average range,
food, beverage and banquet revenue is also enhanced.

Blended Average Fees 2016 2017 2018 2019 2020
Pioneers Peak $20.00 $27.00 $28.00 $28.76 $29.53
Pioneers off-Peak $11.00 $13.00 $14.00 $14.38 $14.77
Willows Peak $24.00 $33.00 $36.00 $36.97 $37.97
Willows off-Peak $11.00 $13.00 $14.00 $14.38 $14.77
9-Hole Rounds $12.00 $13.00 $13.34 $13.70 $14.07

National Golf Foundation Consulting, Inc. I Kenton County Golf Courses Final Report i 74



Assumed Average Revenue

Cart rev per round

F&B Revenue per Round
Range Revenue per Round
Merchandise Rev per Round

$5.10
$4.42
$0.30
$2.25

$5.23
$6.00
$1.25
$2.31

$5.37
$6.25
$1.50
$2.37

$5.51
$6.50
$1.54
$2.43

$5.66
$6.68
$1.58
$2.50

Economic Performance Projections 1 36-Hole Scenario
NGF Consulting has utilized the previously mentioned assumptions to create the cash flow model
for the KCGC 36-hole scenario in the table below. All figures have been rounded to the nearest

$1,000 for simplicity.

Projected Cash Flow Analysis
Kenton County Golf Courses
Upgraded 36-Hole Operation

Fox Run Close,

Range, cart  Willows #4, cart Cart Paths +
paths + on- paths + on- Annual
Notable Improvements course svcs. Ccourse svcs. Recurring  Annual Recurring Items Only
2016 2017 2018 2019 2020

Daily Greens Fees $985,000 $965,000 $1,085,000 $1,121,000 $1,174,000
Golf Memberships 113,000 115,000 118,000 122,000 125,000
Golf Cart Rental 388,000 369,000 396,000 410,000 429,000
Total F & B 336,000 424,000 461,000 483,000 506,000
Driving Range 23,000 88,000 111,000 114,000 120,000
Pro Shop 171,000 163,000 175,000 181,000 189,000
Other 8,000 8,000 9,000 10,000 11,000
Total $2,024,000 $2,132,000 $2,355,000 $2,441,000 $2,554,000
Less Cost of Sales: (COS)

Merchandise $119,700 $114,100 $122,500 $126,700 $132,300

Food/Bev. $168,000 $212,000 $231,000 $242,000 $253,000
Total COS $287,700 $326,100 $353,500 $368,700 $385,300
Gross Margin $1,736,300 $1,805,900 $2,001,500 $2,072,300 $2,168,700
Operating Expenses
Payroll
Golf Operations $825,000 $850,000 $876,000 $902,000 $929,000
Food and Beverage 60,000 62,000 64,000 66,000 68,000
Fringe Benefits 315,000 324,000 334,000 344,000 354,000
Total Payroll $1,200,000 $1,236,000 $1,274,000 $1,312,000 $1,351,000
Golf Operations

Water $100,000 $103,000 $106,000 $109,000 $112,000

Other Utilities $28,000 29,000 30,000 31,000 32,000

Equip Repair $40,000 41,000 42,000 43,000 44,000

Other Non-Labor $460,000 474,000 488,000 503,000 518,000
Food & Bev. $50,000 52,000 54,000 56,000 58,000
Capital 0 0 0 0 0
Total Operations $678,000 $699,000 $720,000 $742,000 $764,000
Total Expenses $1,878,000 $1,935,000 $1,994,000 $2,054,000 $2,115,000
EBITDA ($141,700) ($129,100) $7,500 $18,300 $53,700
Average Golf Rev. / Round $19.53 $20.52 $21.67 $22.25 $22.80
Total Facility Avg. Rev. / Round $26.60 $30.20 $31.91 $32.85 $33.69
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Summary Discussion 1 NGF Projections

The results of the analysis show that even with NGF recommendations and the modest growth of
rounds and revenues, we still expect Kenton County Golf system to see challenges in the next
few years. A summary of findings from the tables above:

1 By enhancing the facilities as recommended by NGF, the Kenton County GC will
improve its financial position and help to reduce losses on the operation, but the
NGF still expects the faci leivteyn,tdo oap erveetne cwenrt i
to lose money on-site. This is common in municipal golf throughout the country as
only about one-third of all municipally-owned golf courses can cover all expenses.

9 If reduced to only two golf courses and 36 holes, the financial picture of the KCGC
operation begins to look more positive. However, under this scenario the County will
not be able to reduce much by way of expenses other than irrigation water expense.
Still, the NGF sees this option as the best opportunity to improve the property and
put appropriate focus, staff and resources towards the remaining two golf courses
that would improve drastically, thus likely leading to improved revenue performance.
A key to success in this scenario is the assumed money collected as part of the sale
of the Fox Run property, and this option should not be pursued if proceeds from
the sale of Fox Run are not sufficient to fund needed property upgrades.

9 Thus, it is the finding of NGF that the Kenton County golf courses cannot sustain
themselves, even with enhancements, unless some external funding source is found
(land sale, donations, partnerships, taxpayer support, etc.). This is primarily due to
the large labor cost in the system and the large capital needs for basic infrastructure
and equipment improvements.

1 If the capital required to complete enhancements to the golf courses can be
generated by an alternate funding source, such as land sale, donations or
public/private partnerships, than the system should be able to return to a period of
relative stability in the next two to five years. The NGF projects that revenues from
golf operations should be enough to cover expenses and begin to replenish the Golf
Fund, but the revenue generated is not likely to be sufficient to cover the cost of the
upgrades needed to fix infrastructure problems and/or invest in new amenities to
help enhance revenue.

1 The above projections assume historical inflation in expenses and some inflation in
fees charged for golf facilities. The Kenton County golf courses will have to commit to
at least some fee increases every year, or every other year, to meet the NGFC
created projections.
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Non-Economic Value of Public Golf

In addition to the direct economic benefit derived from green, cart and other fees, a public-access
golf business brings other value that cannot be measured directly in economics. Golf courses
provide:
1 Open spaces
A healthy recreational outlet for residents
A venue to attract visitors
Enhancement to the overall quality of life
Good reflection on the image/brand of a community
Enhancement to local property values
Golf-related jobs and income to the community through purchases, wages, and taxes

= =4 -4 -4 -—Aa A

Additionally, a golf facility can elevate the quality of life, improve the health and well-being of
citizens and provide an outlet for youth activities and programming.

INDIRECT BENEFITS TO KENTON COUNTY

The indirect, non-economic benefits of municipal golf in Kenton County include many factors
related to quality of life and the enhancement of community recreation programs. In this case,
there are specific benefits to the County from preserving Kenton County GC, as well as other
more general benefits from having public (municipal) golf courses. These intrinsic value
propositions are detailed below:

Specific Benefits of Retaining County Golf Courses

From the Countyds perspective, continuing to
the following benefits:

1 The generation of political goodwill in the community by taking an action consistent
with expressed interests of the community in maintaining the golf courses and
preserving open space, and in avoiding the potential impacts of redeveloping some, or
all, of the golf course properties.

1 Provision of high quality golf courses for the enjoyment of the citizens of Kenton
County, especially those not able or willing to belong to a private golf club.

1 Marketing value (e.g., in drawing companies or professionals) for Kenton County,
related to being a wonderful community in which to live, with a diverse array of
recreational and cultural opportunities.

1 Providing an exceptional venue for the scholastic use in practice rounds, inter-squad
competition and tournaments.

1 Providing a venue for hosting charity tournaments, outings, golf events and other
fundraising activities that presently have direct cost to host at other golf facilities.

i Providing enhancementt o County resident Aquality-of
based sport programs, parks and recreation programming and improved socialization.
Other Benefits of Municipal Golf

Aside from the direct net cash flows that can result from a profitable daily operation and the
specific issues related to the golf courses noted above, there are two main impacts from municipal
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golf within a county such as Kenton: (1) indirect economic impact; and (2) recreation/programming
impact.

Indirect Economic Impact
Although a full economic impact study has not been completed for Kenton County GC, the County
can assume that the presence of this golf facility will add to the economy of Kenton County by:

1. Job creation
2. An in-migration of golfers

3. Direct spending by visitors at off-site establishments such as gas stations, grocery
stores, restaurants, and hotels

4. Sales tax revenue generation
5. Enhanced property values
6. The multiplier effect of indirect and induced spending throughout the local economy

Recreation and Programming Benef its
Communities with municipal golf courses can offer:

Low fee golf service to residents
High quality outdoor recreation
Junior programs and camps
Scholastic programs

Community outreach

New golfer development programs

o a0k wnNpeE
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Summary Statement

Kenton County GC is a clear leader in providing affordable golf, but recent declines suggest that
County golf courses will have to become more active in attracting new golfers through enhanced
programming and marketing. In addition, the NGF has observed that the facility Girdfrastructure is
declining and losing its appeal to golfers, the clubhouse is too small and declining, and the
practice amenities could be enhanced to better promote an effective beginner program. It appears
that the County has worked hard to reduce expenses to match the decline in revenue. As a result,
the County is now operating a three-course, 54-hole golf facility on a budget better suited for a
two-course, 36-hole operation. The newest golf course, Fox Run, has been a key point of County
pride and a point of emphasis in marketing, but this is clearly the least popular course and is
hosting annual rounds well below the other two courses and is less than half the standard.

The County can consider other investments to add to the appeal of these facilities and help to
maximize the reach into new customer segments. However, in the end, the County will see that
three golf courses and 54 holes of golf is just not sustainable at this location for the longer term,
and that options for reducing the property to a smaller number of holes should be considered.
This course of action is especially appealing if the property reduction could result in a pool of
money from land sale proceeds that can then be used to improve other areas of the golf course,
clubhouse, practice amenities and operating staff/equipment.

T he Co unholydwrsesaBe basically set up in a traditional municipal golf format in that the
courses tend to attract a small core of regular play customers who patrticipate in organized groups
and leagues and tend to play golf at the lowest possible rate, even at peak demand times. If the
County is to improve its overall economic position on these golf courses, then some adjustment
will have to be made to allow for higher paying golf customers at peak demand times, and
possibly displacing these regular play customers. This is a delicate balance that all public golf
facilities face and one that the County has not really confronted in the past, but may be in a
position to have to confront in 2015 and beyond due to declining economics.

In summary, our findings are that Kenton County is operating very popular golf facilities with
amenities that are good enough to generate close to $2.0 million in total gross revenue from all
sources in 2015, with total operating expenses around $2.2 million. The level of overall
performance is common among municipal golf facilities in the U.S., as about 70% of all public
agency golf operations are not able to earn revenue sufficient to cover expenses.

The most important NGF recommendations for the Kenton Countyd s gol f system includ
1. Improve the physical condition of the golf courses with enhanced staff, new equipment
and upgraded amenities.

2. Maximize the use of technology and marketing.

3. Consider private contract management as a method to enhance golf business
expertise and reduce its labor (and benefits) cost.

4. Consider a property lease only if the lease partner will bring capital to complete
needed upgrades and improvements.

5. Consider reducing to 36 holes and selling Fox Run GC, only if proceeds from the sale
will be put back into improvements at the remaining 36 holes.

6. Embrace and implement new activities that appeal to less traditional golfer segments,
especially female golfers.
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Appendices

Appendix AT Golf Course Life Cycle Information
Appendix B 7 Golf Demand and Supply Data
Appendix Ci Regional Municipal Golf Information
Appendix DT Golf Industry Standards and Norms
Appendix ET Kenton County Golfer Survey

Appendix Fi National Rounds Played Report
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APPENDIX AT GOLF COURSE LIFE CYCLE

GOLF COURSE ITEMS

HOW LONG SHOULD PARTS OF THE GOLF COURSE LAST?

ITEM YEARS ITEM YEARS
Greens (1) 15 - 30 years Can Paths - concrete 15-30 years
Bunker Sand 5~ 7 years Practice Range Tees 5~ 10 years
Irrigation System 10 - 30 years Tees 15 - 20 years

Irrigation Control System 10 - 15 years Corrugated Metal Pipes 15 -30 years

PVC Pipe (under pressura) 10 - 30 years Bunker Drainage Pipes (3) 5~ 10 years

Pump Station 15 - 20 years Mulch 1 -3 yoars

Cart Paths - asphalt (2) 5-10 years Grass (4) Varigs
(or longer}

NOTES: {1) Soveral factovs car wiigh indo the decision 10 replace grooens accamulition of Lyevs o the suface of the ongnal construction, the
ESNE 10 LOMINT 0 Paw Grassas sod response 10 changus in the game frovm an architecturad standpoint (e the intavaction betvean groem speed
and hole locations)  (2) Assumas oo-going mantenance beginning 1~ 2 yoars after instalation. (31 Nypicaly replaced because the sand is being
changed «— while the machinery is theve fo change sand, s often a good time fo replece the drssnape ploes a2 woll () As neww grasses anter the
markotphrce -« for axample, those that ove moce drawght and d w0 « roplantiog may be appropriate, depanding ppen the site

Component life spans can vary depending upon location of the golf course, quality of materials, original installation
and past meintenance practices. We encourage golf course leaders to work with their golf course architect,
superintendents and others to assess the longevity of their particular course's components.

The American Society of Golf Course Architects

(ASGCA) thanks those at the USGA Green Saction, For more information,
Golf Course Builders Association of America, Golf Course contact ASGCA at
Superintendents Association of America and various

suppliers for their assistance in compiling this information. 2 6 2-7 8 6 -5 9 6 0 or

The materials presented on this chart have been Www.as(gca.org
reviewed by the following Allied Associations of Golf:

DATA COMMLED BY ASGCA, 125 NORTH EXECUTIVE DRIVE, SINTE 106, BROOKFIELD, Wi 53005
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APPENDIX B 1T LOCAL DEMOGRAPHIC, D EMAND AND SUPPLY DAT A

Kenton County GC Local Demographics

Kenton Cincinnati
Kenton County Golf Courses (54 Holes) 5miles 10 miles 15 miles County CBSA Kentucky u.S.
Summary Demographics
Population 1990 Census 84,846 298,408 696,239 141,996 1,832,303 3,684,185 248,584,652
Population 2000 Census 104,247 330,077 717,134 151,464 1,994,825 4,041,767 281,399,034
CAGR 1992000 2.08% 1.01% 0.30% 0.65% 0.85% 0.93% 1.25%
Population 2010 Census 122,343 363,876 730,605 159,720 2,114,580 4,339,367 308,745,538
CAGR 2002010 1.61% 0.98% 0.19% 0.53% 0.58% 0.71% 0.93%
Population Estimate 2014 125,108 376,696 760,488 163,633 2,142,623 4,408,942 319,998,423
Population 2019 Projected 127,625 385,422 775,151 166,444 2,172,577 4,524,008 332,811,226
CAGR 2012019 0.53% 0.72% 0.74% 0.52% 0.34% 0.52% 0.94%
Median HH Income (2014 Estimate) $58,334 $53,627  $49,423  $54,559  $54,706  $43,864 $52,747
Median Age (2014 Estimate) 35.6 36.2 35.6 37.0 37.8 38.5 37.8
Ethnicity
White 90.7% 87.4% 78.7% 90.4% 81.9% 87.8% 71.0%
African American 3.2% 7.0% 16.2% 5.0% 12.6% 7.7% 13.2%0
Asian 1.9% 1.7% 1.8% 1.2% 2.3% 1.1% 5.4%
All Other 4.2% 3.9% 3.4% 3.4% 3.3% 3.3% 10.3%
Hispanic Population
Hispanic 4.3% 3.4% 2.8% 2.8% 2.9% 3.3% 17.0%
Not Hispanic 95.7% 96.6% 97.2% 97.2% 97.1% 96.7% 83.0%
CAGR = Compound Annual Growth Rate
Kenton Cincinnati
Kenton County Golf Courses (54 Holes) 5miles 10miles 15 miles County CBSA Kentucky U.S.
Golf Demand Indicators
Total Households 47,723 151,024 318,909 66,113 868,180 1,775,834 123,276,069
Number of Golfing Households 7,758 23,544 51,078 10,089 167,715 246,951 17484,200
Projected Golfing Households (2018) 8,410 25,362 54,342 10,753 177,263 262,661 18934,910
Projected Annual Growth Rate 1.60% 1.50% 1.20% 1.30% 1.10% 1.20% 1.60%
Seasonal Golfing Households 30 122 282 45 1,118 4,943 750,752
Latent Demand/Interestetlon-Golfers 13,294 43,359 94,136 18,446 235,686 386,733 32,352,430
Household Participation Rate 16.30%  15.60% 16.00% 15.30% 19.30% 13.90% 1420%
Number of Golfers 10,647 31,846 67,170 13,450 229,468 329,131 24,726,660
Rounds Potential (resident golfers) 175,351 547,626 1,180,003 236,764 4,001,435 5,786,133 457,593,900
Estimated Course Rounds-(imarket supply) 159,125 433,424 911,690 234,978 3,107,010 6,665,808 457,584,400
Demand Indices
Golfing Household Participation Rate 115 110 113 108 136 96 100
Seasonal Golfing Households 10 13 15 11 21 46 100
Latent Demand/Interested Noefbolfers 107 114 122 111 109 95 100
Rounds Potential per Household
(resident golfers) 99 98 100 96 124 91 100
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Kenton County GC Golf Demand and Supply Data

Kenton Cincinnati
Kenton County Golf Courses (54 Holes) 5miles 10 miles 15 miles County CBSA Kentucky u.S.
Golf Supply
Golf Facilities
Total 3 12 28 6 112 259 15242
Public 1 7 18 3 78 185 11,402
Public: Dailyree 0 2 6 1 50 126 8,927
Public: Municipal 1 5 12 2 28 59 2,475
Private 2 5 10 3 34 74 3,840
Public Golf Facilities by Price Point
Premium (>$70) 0 0 0 0 2 0 1,354
Standard ($470) 1 4 9 2 33 50 4,016
Value (<$40) 0 3 9 1 43 135 6,032
GolfHoles
Total 90 234 513 126 1,962 4,194 257,697
Public 54 162 351 90 1,386 2,961 187,884
Public: Daily Fee 0 27 81 18 855 2,016 146,556
Public: Municipal 54 135 270 72 531 945 41,28
Private 36 72 162 36 576 1,233 69,813
Non-RegulationExecutive & PaB) 0 18 63 0 162 171 21555
Net Change
Net Change in Holes past 5 years (202608) 0 0 -27 0 -81 -333 -10,611
Percentage Total Holes Past 5 Yrs 0.00% 0.00%  -5.00% 0.00% -4.00% -7.40% -4.0%
Net Change in Holes past 10 Yd@@&13- 2003) 0 0 -18 0 -198 -162 -12,429
Percentage Total Holes Past 10 Yrs 0.00% 0.00%  -3.40% 0.00% -9.20% -3.70% -4.60%
Kenton Cincinnati
Kenton County Golf Courses (54 Holes) 5 miles 10 miles 15 miles County CBSA  Kentucky u.S.
SupplyDemand Ratios
Households per 18 Holes
Total 9,545 11,617 11,190 9,445 7,965 7,622 8,611
Public 15,908 16,780 16,354 13,223 11,275 10,795 11810
Public: Daily Fee 0 100,683 70,869 66,113 18,277 15,856 15,141
Public: Municipal 15,908 20,137 21,261 16,528 29,430 33,825 53,692
Private 23,862 37,756 35,434 33,057 27,131 25,925 31,784
Premium (>$70) 0 0 0 0 289,393 0 75,145
Standard ($4&70) 15,908 23,234 27,731 16,528 23,151 31,997 28806
Value (<$40) 0 60,410 39,864 66,113 23,786 16,292 27,286
Golfing Households per 18 Holes
Total 1,552 1,811 1,792 1,441 1,539 1,060 1,221
Public 2,586 2,616 2,619 2,018 2,178 1,501 1,675
Public: Daily Fee 0 15,696 11,351 10,089 3,631 2,205 2,147
Public: Municipal 2,586 3,139 3,405 2,522 5,685 4,704 7,615
Private 3,879 5,886 5,675 5,045 5,241 3,605 4508
Premium (>$70) 0 0 0 0 55,905 0 10,658
Standard ($4&70) 2,586 3,622 4,442 2,522 4,472 4,450 4,086
Value (<$40) 0 9,418 6,385 10,089 4,595 2,266 3,870
Household Indices
Total 111 135 130 110 92 91 100
Public 135 142 138 112 95 94 100
Private 75 119 111 104 85 85 100
Premium (>$70) 0 0 0 0 385 0 100
Standard ($470) 55 81 96 57 80 113 100
Value (<$40) 0 221 146 242 87 62 100
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Kenton Cincinnati

Kenton County Golf Courses (54 Holes) 5 miles 10miles 15 miles County CBSA Kentucky u.S.
Golfing Household Indices
Total 127 148 147 118 126 88 100
Public 154 156 156 120 130 20 100
Private 86 131 126 112 116 82 100
Premium (>$70) 0 0 0 0 524 0 100
Standard ($4&70) 63 89 109 62 109 108 100
Value (<$40) 0 243 165 261 119 60 100
Rounds per 18 Holes
Rounds Potential (resident golfers) 35,070 42,125 41,404 33,823 36,710 24,833 31,963
Estimated Course Rounds-(imarket supply) 31,825 33,340 31,989 33,568 28,505 28,609 31,962
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APPENDIX C T LOCAL GOLF FACILITY COMPARATIVE DATA

Key Competitors

Peak Rates
9-Hole 18Holes Senior Rates Twilight Rate Super Twilight Rate - .
Facility FTYPE Holes WD/WE WD/WE WD/WE WD/WE WD/WE Unlimited NonRes. Membership
Indiv. / Family / Senior / Junior
w/ cart w/ cart w/ cart w/ cart w/cart
Kenton County Golf Courses MU 54
Willow 18 $26.50%$26.50 $46/$46 $30/$30 after 5pm - -
Pioneer 18 $24.50/$24.50 $42/$42 $28/$28 after 5pm - - $850/1,400/$600%300
Fox Run 18 $28.50$28.50 $52/$52 $32/$32 after 5pm - -
Boone Links Golf Course MU 27 $25$25 $45$45 $31/$31 - -
- - $850/$1,200/$600%$250
Lassing Pointe MU 18 $26/$26 $49%49 $35/$35 - -
Devou Park Goffourse MU 18 $21/$22 $34/$37 $25/$25 after 3pm - - $900/$1,100/$700$600
Twin Oaks Golf & Plantation Club DF 18 $25/$29 $36/$45 $30 /- $36’f§gaﬂer - N/A
9-Hole 18-Holes Senior Rates Twilight Rate Super Twilight Rate . .
Secondary Golf Facility List FTYPE Holes WD/WE WD/WE WD/WE WD/WE WD/WE Unlimited Nor-Res. Membership
Indiv. / Family / Senior / Junior
w/ cart w/ cart w/ cart w/ cart w/cart
. . . Mon-Th/Fri-WE Mon-Th/FriE
The Links At Rising Star Casino DF 18 - $53/$60 $35/$50 - - $1,200+ /$900 /-
. . Mon-Th /FriWE Mon-Th/FriwE Mon-Th/FriWE
or | o | MonmEwe | v | 0ris | Mo | e Homrrl
$20 (WE after 2pm) - 1$39/$40 - 1$32/$27.50 ke
Neumann Golf Course MU 27 $23/$24 $39/$42 $32/$32 after 3pm $27/$27 - N/A
California Golf Course MU 18 $23%24 $39/$43 $35/$35 after 3pm $29$29 - N/A
A.JJollyGolf Course MU 18 $25.29%$26 $45.504$48.50 $40 - - - $740/$1,100/$ 680$250
The Vineyard Golf Course MU 18 - $44.55847.55 $39.056439.05 - - N/A
. . . SunThurgFriSat
Belterra Golf Club DE 18 SunThurs/FriSat | SunThurs/FriSat SunThurs/FriSat after 3pm ) $1,300 SundagFridays Only
$50/$60 $95/$110 $55 -
$55/$60
M-T/W-F/WE
Blue Ash Golf Course MU 18 $23/$23 $46 / $46 $34/$40/546 - - N/A

2 Aston Oaks GC offers different prices throughout the day. Listed are peak rates for each day.
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APPENDIX DT GOLF INDUSTRY STANDARDS, NORMS, AND OPERATIONAL
ISSUES

NGF has presented a selection of basic golf industry information designed to help educate Kenton

Countyon Areasonable expectationso for public golf oper
includes operational norms for public golf courses (rounds, revenues, expenses, staffing) as well as
some other fAstandardso consi smes.nt with successful pu

Public Golf Operational Norms

For purposes of comparing the performance of the Countyd s g o | f, wecpoesent & e\d@ew of

selected NGF data from our bi-annual surveys of golf facilities, supplemented by data provided by the

PGA of America throughi t Perfofimance Trakd dat a col |l ection. This include:
of all golf courses in the U.S. (by category), as well as data from selected sub-categories of golf

facilities including mid-range (middle fee) public golf facilities. These data are detailed in the National

Golf Foundation publication, Operating & Financial Performance Profiles of 18-hole Golf Facilities in

theUS. These figures were included and used for this ef
for comparison to Kenton County golf courses. In addition, NGF Consulting has added estimates from

theAFut ure of Publ bstady dBroplefed in 2012 Armd eresented ait the annual NGF Golf

Business Symposium.

Public Golf Facility Rounds Expectations

NGF research indicates that the average number of rounds played per 18-hole golf course has been
declining in the last 25 years. The totals now stand at an average of 31,527 rounds for Municipal golf
courses, 26,071 for all daily fee (privately-owned, open to the public), and 19,402 for private (member
only) clubs. We note these figures all represent significant declines since 1985, with acceleration of
decline since 2001. As a benchmark comparison, average rounds per 18-hole Municipal golf course
was around 42,000° in 2000 and just over 36,000° rounds in 2005.

The NGF uses a golf industry standard that defines a
round in an authorized start.o As such, the NGF is e
courseofthsst udy, NGF has wused the industry standard of A

recommends the County continue to use this counting method for all future reporting.

Average Total Rounds Played
By Facility Type
2009, 2012 + 2013

2009 2012 2014
Daily Fee 26,009 24,394 26,071
Municipal 32,497 29,681 31,527
Private 17,748 18,323 19,402

Source: National Golf Foundation and PGA Performance Trak.
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Public Golf Facility Revenue Expectations

NGF research indicates that the total of all golf facility revenues in the U.S. represents a $22.3 billion
industry, down from a peak of $29.1 billion in 2005. The section below shows the NGF estimate for
total golf facility revenue (public and private combined) in the United States for recent years.

Revenue Detail f or &6Standardd Public Golf Courses
Further detail on O0standardd public golf facility op
NGF over the years, a summary of which is presented below for 2009 and 2014. 6 St andar d6 publ
courses are those with green fees between $30 and $70 (including carts). The NGF consultants feel
that this represents the best measure of comparison to performance of County golf courses, and is
used for this purpose throughout this engagement.
Public Standard Average Revenues
2009 2014* % change
Green fees, cart fees and member/pass holder revenue $679,280 $666,100 -1.9%
All other golf revenue $76,930 $75,000 -2.5%
F&B revenue (incl. banquets) $214,400 $192,200 -10.4%
Merchandise revenue $80,080 $78,300 -2.2%
All other operating revenue $37,560 $35,400 -5.8%
Total Revenue $1,088,250 $1,047,000 -3.8%
Source: Operating & Financial Performance Profiles of 18-Hole Golf Facilities in the U.S., 2014 edition, National Golf Foundation,
andfiFuture of ARmudil istedy 2012 f*Estimated totals derived from sample research in 2014.
Public Golf Facility Expense Expectations
NGF research indicates that all golf facilities in the U.S. had a total of $21.3 billion in direct operating
expenses, down 20.5% from a high of $26.8 billion in 2001. The section below shows the NGF
estimate for total golf facility expenses (public and private combined) in the United States for recent
years.
Operating Expense Detail for 6Standarddé Public Golf
Furtherdetalon 6 St andardd public golf facility operational

and 2014 are displayed below. NGF will use these figures for comparison to County golf courses
throughout the NGF engagement for the Kenton County.

Public Standard Average Expenses
2005 2014* % change
Total maintenance costs $377,160 $442,300 17.3%
Golf car fleet costs $31,120 $32,500 4.4%
COGS F&B $86,360 $77,400 -10.4%
COGS merchandise $56,450 $55,200 -2.2%
Other expenses $315,280 $389,800 23.6%
Total Expenses $866,360 997,200 15.1%
Notes: 0O0Tot al mai ntenance costso includes payroll, supplies
includes all non-maintenance payroll and all other operating expenses. Source: National Golf Foundation 2014.
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Other Expense Findings

NGF has also included basic information on golf indu
climates. I ndustry standards can vary depending upon
allocated spending in key areas coincide with the percentages displayed below. The two most

significant of these figures for the analysis of Kenton County golf courses are the percentage of labor

expense and utilities, as addressed by NGF for each individual facility.

Key Area Allocated Spending

Labor 50%

Products, Supplies & Repair 15%

Services (Incl. Equipment) 10%

Utilities 5%

Other 20%
Source: Golf Course Superintendents Association of America
(GCSAA) and NGF. Expense totals do not include non-recurring
capital expenses, amortization, or depreciation.

Public Golf Facility Average Revenue and Expense per Round
The following section provides NGF estimates for revenues and expenses per round of golf played for
each of 6Standardd golf facilities.

Public 6Standardé Revenue and Expense per Round

NGF research indicates that public golf courses in the U.S. with green and cart fees between $30 and

$70 average $33.21 in total facility revenue per round of golf in 2014. Of this figure, $23.51 (70.8%) is
derived from Agol fd sources (green, cart, pass fees
(29. 2%) per round der iywerdhandisepfond fbeverage) sbuecesyQverafl, mo s t |

this figure has increased by almost 10% between 2005 and 2014, although we note that 2014 was a

particularly strong year for golf in much of the U.S. due to outstanding winter weather.

Standard Public Golf Courses
Average Revenue Per Round

2005 2014 % change
Total Revenue $30.23 $33.21 9.9%
Golf Revenue $21.01 $23.51 11.9%
F&B revenue (incl. banquets) $5.96 $6.10 2.3%
Merchandise revenue $2.22 $2.48 11.7%
All other operating revenue $1.04 $1.12 7.7%

Source: Operating & Financial Performance Profiles of 18-Hole Golf Facilities in the U.S., 2014 edition, National Golf
Foundation,andii Fut ur e of Publ btedy i012.f*EsiimatedAatats darived filom sample research in
2014.

Middle fee public golf courses in the U.S. average $31.63 in total facility expenses per round of golf. Of
this figure, $14.03 (44.4%) is derived from golf course maintenance, with the remaining $17.60
(55.6%) per round derived from all other expenses. Overall, this figure increased by about 31.5%
between 2005 and 2014.
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