
 
 
Memorandum 

December 2, 2015 
TO: Community Committee on Lincoln City Golf Sustainability 
FR: Lynn Johnson, Parks and Recreation Director 
RE: Information requested at November 24 meeting 
 

 
1. Annual utility costs for water and electricity? 

 
 
Expenses for water and electricity vary from year to year with weather conditions and precipitation.  Electricity 
is used to operate irrigation wells and irrigation booster pumps.  Water is used for irrigation. 
 

2. Do the golf professionals receive a wage payment as part of the salaries expense line? 
The contracted golf professionals do not receive a wage payment as of the salaries expense line in the P&L 
statements. 
 

3. Provide more detail about what is include in “Other” expenses category of P&L statements summary. 
Advertising 
Bad Debts 
Bank Charge 
Business Insurance 
Cable TV / Phone 
Credit Card Fees 
Driving Range Expense 
Dues and Subscriptions 
Education 
Equipment Purchase 
Lesson Expense 

Licenses, Permits and Fees 
Lounge Supplies 
Misc. Expense 
Office Expense 
Postage & Delivery 
Pro Shop Supplies 
Rental Expense 
Repairs & Service 
Tournament Expense 

           Travel – Auto Expense

 
 

4. Number of adult rounds played at Ager? 
 
A summary of the number of rounds played  at Ager Golf Course for FY 2014-15 (September 1 to August 
31) is as follows: 



 
Adult                     6,586 
Senior                   1,842 
College                    124 (breakout of college rounds started in May 2015) 
Young Adult             0    (breakout of young adult rounds started in May 2015) 
Junior                    4,086 
Total                    12,638 
 
 

5. What do LPS high school golf teams pay for range balls? 
LPS high school golf teams pay $500 per season (girls fall season, boys spring season) for range balls at 
each of City 18-hole golf courses. 
 

6. Provide information about the professional management model, including cost. 
Please see the following information regarding management options and associated costs from the 2013 
Lincoln City Golf Sustainability Study by the National Golf Foundation.  The full-service management 
model is described under Option 3. 



MANAGEMENT OPTIONS 
In our experience, there is no ideal operating scenario that fits all situations, and each municipal 
entity must arrive at its own unique approach to operation and maintenance. In the following 
section, we summarize the options available to the City of Lincoln by presenting descriptions of 
the most typical operational structures for public sector golf facilities, as well as advantages, 
disadvantages and public policy implications of each. These options, which are presented in 
order of most direct City involvement to the least City involvement, include: 

 Self-Operation. Under this scenario, the City would operate all five City golf facilities 

under the supervision of the Park and Recreation Director, through the Golf 
Administrator position, and with on-site authority given to an individual manager at 
each location. All employees in both pro shops and maintenance would be City of 
Lincoln employees. 

 Concession Agreements. Often structured as “personal services” contracts with 

municipalities, typically involving Pro Shop, Food and Beverage and/or Maintenance 
and would involve the City contracting for one, some, or all of these services. The 
“status-quo” for Lincoln is the concession contracts in place with two professionals 
for pro shop and F & B services at each of the four 18-hole courses, while the City 
retains golf course maintenance. 

 Full-Service Management Contract. Hire a management company to operate all 

aspects of the City’s Golf Courses. 

 Full Service Lease. Lease the facilities to a private operator in exchange for an 

annual (or monthly / quarterly) lease payment to the City. 
Management contracts and operating leases are the most commonly used terms to describe a 
contract between a municipality and a private golf course operator. Each has significant 
differences, but also several common characteristics. A general discussion of each option, 
along with key advantages and disadvantages is presented in the following paragraphs. 

 
Option 1: Self-Operation by City of Lincoln 
Self-operation gives the municipality the greatest control over golf operations and would expand 
the status quo for the City of Lincoln, which currently provides golf maintenance with concession 
contracts for pro shops and F & B. Under this option, the City would take full control of all 
aspects of the operation and then have full control over all employees, course maintenance, 
policies and procedures, hours of operation, fee schedules, and operating and capital budgets. 
All revenues (including green fees, cart fees, range, merchandise, snack bars, etc.) would 
belong to the City, as would all expenses associated with operating and maintaining the golf 
course. This is still the most common form of operation for municipal golf courses nationwide. 
 
Advantages of Self-Operation 

 Direct City control of the assets. 

 All workers are City employees. 

 Full participation in upside revenue potential. 

 
Disadvantages of Self-Operation 

 Requires municipal administrative support for the operation. 

 Potential operating inefficiencies due to “red tape”, bureaucracy, and/or procurement 

issues. 



 The municipality may lack necessary expertise in managing golf facilities, and would 

have to add staff for this purpose. 

 All employees would be subject to municipal labor policies for wages, benefits (if 

applicable), termination policy, etc. 

 Golf operation may experience fiscal loss and require subsidies from other 

departments (i.e., taxpayer support). 
 
Discussion and Policy Implications 
Any golf facility owner must consider how it views its golf facilities. If the City’s golf courses in 
Lincoln are seen primarily as amenities to the overall City experience like other recreation 
amenities that have lower cost recovery, then the municipality should be prepared to realize 
lower economic return, and self-operation likely makes the most sense. However, if the 
municipality requires a positive economic return from its golf courses, then the self-operation 
option may not be the most effective in terms of maximizing economic performance and 
minimizing taxpayer support. Also, if a municipality is unable to fund needed capital 
improvements and/or is deferring routine maintenance, the result will be a less attractive product 
for golfers, leading to continued rounds and revenue decreases, and ultimately resulting in 
larger and larger subsidies by the municipality and continued deferral of needed capital 
upgrades. 

 
Option 2: Concession Agreements 
This form of agreement is similar to a lease agreement. However, a concession agreement 
usually involves granting a license to operate a facility rather than the right to occupy the 
premises. It is very common in the golf industry, especially in the food and beverage service 
area, and presently exists at Lincoln City golf courses in the form of golf professional contracts 
that cover all pro shop and food/beverage operations. 
 
Food and Beverage Concession 
The most common concession agreement at municipal golf courses nationwide is the food and 
beverage concession. This agreement typically covers all aspects of food and beverage 
operations and is in place in many municipalities due to restrictions on public sector agencies 
holding liquor licenses. These agreements will typically involve the concessionaire owning all 
revenues and paying a share to the municipality (usually around 10% of gross revenue). The 
concessionaire is responsible for all direct expenses (cost of sales, labor, materials, etc.) and 
can sometimes add capital investment such as kitchen equipment. If banquets and other nongolf 
events are hosted at the facility the concessionaire would have rights to provide all food and 
beverage service, but concessionaire collection of room rental fees is not common. 
 
Pro Shop Concession 
The second most typical concession agreement would be for the Pro Shop, including one or 
more of the range, lessons, merchandise, or other defined revenue centers. The most common 
pro shop concession agreements usually involve the municipality owning all green fees and any 
other revenue centers tied to large capital investment (i.e. carts). Pro shop concessionaires will 
often receive payment from the municipality for a share of certain pre-established revenue 
centers in order to cover direct expenses for overseeing golf operations. All money will typically 
flow in one direction with either the municipality collecting all revenue and paying the 
concessionaire, or vice-versa. Because of the short term of most pro shop concession 
agreements, there is little opportunity for the concessionaire to make major investments. 
 



Maintenance-Only Concession 
Another area of separate concessions is in maintenance-only contracts. This model has 
become more common in certain areas of the country where labor costs for maintenance are 
increasing too rapidly to keep under control, or where maintenance staffs have been reduced 
significantly to reduce expense thereby reducing the overall quality of maintenance. Golf course 
maintenance, including associated labor, is almost universally the largest single line expense 
item on a golf course’s operating budget. This is especially true in public sector golf operations, 
when employee wage and benefit costs are often significantly higher than in the private sector. 
There are a number of companies that specialize in fixed-fee outsourced golf course 
maintenance, and these companies are able to offer considerable maintenance cost savings 
due to several reasons, foremost of which is the ability to employ cost-effective manpower and 
scheduling strategies, which most municipalities are constrained from doing. Additional savings 
are often achieved through the ability of the larger companies to leverage national purchasing 
agreements for equipment, materials, and supplies, and through other economies of scale. 
 
Advantages of Concession Agreements 

 The municipality is generally removed from the day-to-day operation (in a pro shop 

concession) in exchange for collecting green (and other) fees. 

 The term of a concession agreement is typically shorter than an operating lease. 

 In a maintenance-only contract the vendor will typically provide all maintenance 

equipment. The agreement will typically include a reduction in labor expense with 
comparable quality. 

 The municipality does not have to staff functions related to golf operations (e.g., 

reservations, green/cart fee collection, driving range operations, customer service, 
programming), food & beverage, and golf course maintenance, but receives all green 
fee revenue and a pre-determined percentage of other gross receipts. 

 Concession contracts can provide a steady net income to the municipality for some 

components of the operation, thus somewhat reducing the overall operating risk. 
 
Disadvantages of Concession Agreements 

 Concession agreements do not provide guaranteed revenue to the municipality, and 

the municipality remains responsible for most capital expenditures. Depending on the 
structure of the deal, some capital improvements, such as expansion of banquet 
space, are likely to accrue more benefit to the vendor than to the municipality. 

 Possible conflict between concessionaires when multiple concessions involved, or if 

the municipality retains one function (i.e. maintenance). If contracts do not expire 
simultaneously the City may end up tied to a contractor for longer than truly desired. 

 Contract enforcement still requires municipal staff time and overhead expense, 

although this should be reduced from the self-operation scenario. 

 Concessions usually result in revenue not being treated equally. If the 

concessionaire benefits from one source of revenue (range or merchandise), than 
concessionaire attention tends to focus on these areas, rather than City revenue, 
such as green fees. 
 
Discussion and Policy Implications 
The advantages to this type of arrangement are the municipality’s relief of day-to-day 



operational responsibilities, while still retaining some control of the operation and keeping 
community service benefit. The system can also help reduce a municipality’s overall operating 
costs, including administration and overhead expense. However, in structures where there are 
multiple agreements, or where the municipality retains a key function, this is not always possible 
due to the requirements of managing multiple concessions and getting all involved “on the same 
page.” 

 
Option 3: Full Service Management Contract 
The primary goal of a management contract or management agreement is to provide a golf 
facility with a single experienced, professional operator to be responsible for all aspects of the 
golf facility program, thus relieving the owner (municipality) of this task. In a typical management 
contract, the municipality hires a firm that is charged with all management and maintenance 
responsibility. The municipality funds all capital improvements, and the management firm hires 
all employees. Because employees work for the management firm and not the municipality, 
payroll cost may be less; thus, the operating expenses would be reduced from self-operation, 
and possibly from a multiple concession arrangement. 
The management firm collects all revenue and provides accounting reports to the municipality. 
All revenues belong to the municipality, as well as the responsibility for all expenses. The 
municipality reimburses the management firm for all payroll expenses and pays the firm a 
management fee. Typical services provided under the management agreement include, but are 
not limited to: 

 Personnel/Training/Human Resources 

 Payroll / Benefit Administration 

 Budgeting 

 Marketing 

 Accounting and Reporting 

 Tee Sheet Management 

 Agronomic Support 

While the management company performs these functions, the municipality retains overall 
control of the operation and is the ultimate determinant of items such as fee structures, 
compensations, policies, employment practices, etc. (though it receives considerable input from 
the management entity). 
The management firm submits detailed budgets to the municipality prior to the operating year. 
The municipality monitors the firm's utilization of budgeted funds and is responsible for any 
unforeseen expenses beyond the control of the management firm. Because of the close working 
relationship between the municipality and the management firm, the changing golf economy, 
and capital requirements of golf courses, the typical management contract requires frequent 
revision. The length of the typical agreement is relatively short, two to five years, and may 
include option periods. The most typical initial term is five years. 
The management firm collects all revenue and provides accounting reports to the City, who 
reimburses the management firm for all payroll expenses and pays the firm a management fee. 
The most typical management agreement that NGF observes today involve compensation that 
comprises a fixed dollar amount plus an incentive component that is predicated on percentages 
of gross receipts or net income, over and above the established minimum revenues (terms may 
be influenced by IRS regulations if tax-exempt bond financing, such as exists at Holmes, of 
facility improvements is involved). The incentive earned is typically predicated on the 
municipality achieving its predetermined goals with respect to financial performance. Also, the 



operating expense budget must be maintained at the original projection for incentives to be 
earned. Total compensation to the management company varies depending on the size of the 
facility and the level of responsibility of the management firm, but the industry “standard” is 3% 
to 6% of total facility gross revenues, with a minimum of $60,000 for a regulation 18-hole facility, 
but could go as low as $25,000 for an executive or par-3 golf course.  
 
Advantages of Management Contracts 

 In municipalities with multiple facilities, management contracts can help to streamline 

disjointed operations into one single and efficient structure. 

 The very nature of the agreement ensures that management company interests with 

respect to the golf course are aligned with the interests of the municipality/owner. 

 Marketing and overall operating cohesion and effectiveness is generally maximized 

under this structure if a qualified company is chosen. 

 A single entity controls every aspect of the golfer experience from the time he or she 

sets foot on the property. 

 There is substantial upside to the municipality when a facility is on the upswing, as 

the municipality owns all of the net revenues, minus incentives earned by the 
management company. Also, incremental revenues generated by capital 
investments belong to the municipality. 

 Operating costs may be reduced because the management firm hires all employees 

at costs that can be less than what the municipality would have to pay. (This benefit 
accrues mostly to municipalities that manage and/or maintain their facilities with 
public labor). 

 Though mutually agreed upon budgeted expenses are the responsibility of the 

municipality, the management entity provides all on-site staff and performs the 
management and maintenance functions. However, the municipality retains overall 
control and remains the ultimate authority on fee structures, compensation, policies, 
employment practices, etc. Therefore, the management contract provides the most 
flexibility and municipal control of any structure short of self-operation. 
 
Disadvantages of Management Contracts 

 Though this option offers the municipality more control than with an operating lease, 

it offers less control than self-operation. 

 The municipality still needs a person in the structure with golf course expertise who 

could spend sufficient time overseeing the golf operation and contract compliance. 

 Unlike an operating lease, management contracts do not provide a guaranteed 

income for the municipality, and the fixed portion of the management fee is 
guaranteed as long as the contract provisions have been met. Therefore, positive net 
operating income to the municipality is not assured. 

 Unlike with a lease agreement, the municipality would still be responsible for the 

capital improvements. 
 
Discussion and Policy Implications 
The full-service management contract structure can result in significant positive results and is an 
option that is typically considered as a reaction to insufficient economic performance and the 



inability of municipal staff to either appropriately operate the golf course (management, 
marketing, maintenance, etc.), or control expenses. The overall quality of these types of 
agreements rests with the municipality’s ability to find a qualified company, negotiate a contract 
that is “win-win” for both sides, and then provide proper oversight to see to it that the contract is 
complied with. 
In conjunction with a well-constructed contract, the management contract form of operation 
provides the controls necessary to protect a substantial asset. A management contract, unlike a 
lease agreement, offers no assurance of a net profit to the municipality. In the case where a golf 
facility is experiencing, or expects to experience, an upswing in revenues due to factors such as 
an improved product or new capital investment, the management contract provides the greatest 
amount of up-side revenue potential to the municipality, and allows the municipality to reinvest 
in operating and capital programs. Finally, this option provides the most flexibility of any 
management style short of self-operation. 

 
Option 4: Full Service Operating Lease 
The primary goals of an operating lease are to relieve the golf course owner (municipality) of all 
operating concerns, to ensure a minimum rent payment to the municipality, and to improve 
and/or protect the asset. An operating lease is similar to a management contract in that the 
lessee, like the management firm, hires and fires all employees and is responsible for the dayto- 
day operation of the facility. The difference between the two is that the lessee would be 
committed to pay all operating expenses, supply equipment, and, typically, provide some capital 
for investment in the golf facility. The ability of the selected private vendor to have control over 
the labor resource at the facility, and not have to pay “municipal” wages and benefits, would be 
key to making this arrangement work. These leases are typically for a longer term (longer than 
10 years), especially when large lessee capital investment is involved. 
In exchange for incurring all operating expenses and capital upkeep, the private lessee would 
receive most (if not all) of the revenue and pay the municipality either a flat payment (flat lease) 
or a percentage of revenue (percentage lease). In today’s golf economy, there are fewer and 
fewer properties for which the economics of a lease work for both parties, as reduced net cash 
flows often will not allow for guaranteed minimum lease payments, profit for the lessee, and 
funding of required capital improvements. Also, IRS regulations (e.g., rule 97-13) may preclude 
this option entirely if tax-exempt bond financing of facility improvements is at issue, such as it is 
with the construction of the Holmes clubhouse. 
 
Advantages to Leasing 

 Burden of Risk. If structured appropriately, leasing the facility to a private entity can 

shift the burden of operational risk to the lessee. This includes the risk associated with 
rising labor and other expenses, as well as potential downturns in rounds played and 
revenues. Barring a breach of the contract, the municipality would have a guaranteed 
net revenue stream. The only expenses remaining with the municipality will be those 
associated with administering the contract, oversight, and compliance. 

 Simplicity. The municipality’s day-to-day administration of the golf facilities could be 

significantly reduced or eliminated. (As with all privatized management options, the 
municipality should still have a person who has golf course expertise monitoring the 
operation and enforcing contract compliance). 

 Capital Improvements. Depending on the relative attractiveness of the business 

opportunity to the private entity, the lease terms could require (or at least incentivize) 
the lessee to make, or at least contribute significantly to, needed capital 
improvements (i.e., improving irrigation, cart paths and driving range). 



 Maintenance Equipment. The lessee would be responsible for providing 

maintenance equipment and golf carts, or could assume the balance of existing 
leases. 

 Reduce Municipal Involvement. Minimizes political influence with less direct 

involvement of the City in setting fees, policies, and practices. 
 
Disadvantages to Leasing 

 Control. This lease option offers municipalities the least amount of control over the 

golf course operation, especially with regard to pricing and community benefits 
(leagues, clubs, high schools, etc.). 

 Profit Motive. This is closely tied to the control issue. If not carefully executed, a 

lease arrangement may conflict with the objective of providing an affordable 
recreation activity for residents, as private interests (including maximizing return) can 
often be in opposition to public interests (such as providing a community service). 

 Revenue Constraint. As would be expected when one party shares a 

disproportionately low share of the risk, the municipality would receive less of the 
upside revenue potential than it would with a management contract. 

 Long Term. Leases are typically for a long term, especially if capital improvements 

are included in the lease terms. This makes it difficult to get out of the lease, should 
the municipality become displeased with the lessee’s operation of the facility. 

 Down Market. The lessee may be forced to cut maintenance expenses and/or raise 

fees if revenues do not meet expectations. Unexpected golf market downturns often 
lead to declines in property condition or the lessee seeking to renegotiate terms. 
 
Discussion and Policy Implications 
While leasing of public sector golf facilities was popular in previous decades, its popularity 
waned in the 1990s as golf revenues were increasing and public agencies began to see what 
they thought were large sums in golf revenue going to an outside vendor and not being 
reinvested in the facility or going as profit to the municipality. However, since the turn of the 21st 

century, leases are again becoming more attractive to municipalities in the face of public sector 
budget challenges. Leasing out the golf operations shifts the burden of operating risk to the 
private vendor, helps to reduce (or eliminate) large fiscal losses, and, in some cases, provides a 
guaranteed revenue stream to public agencies. In most cases, the vendor will also contribute to 
capital improvements. 
 
Although the appeal of turning everything over to an outside agency does have merit, especially 
in terms of transferring operational risk, we should note some downsides of this option. First, the 
City would have much less control over operational issues such as pricing and programs. 
Second, it may be difficult to attract an acceptable vendor with lease terms palatable to both the 
City and the vendor(s). The golf course owners that find trouble in lease agreements often have 
entered into agreements where one party is doing considerably better than the other. If the deal 
is too favorable to the City, the lessee may struggle and the facilities could suffer. Likewise, if 
the deal is too favorable for the vendor, the City could experience lower returns than expected. 


