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Dear Mayor Marcuccio and Council Members,

Rockville’s City leaders had a vision over 40 yeage when they purchased the land that was then
RedGate Farm, created RedGate golf course, and8adjoining land for commercial use. Their
actions preserved green space for the City in advahthe growth and development that was soon to
come.

Since the course opened 36 years ago, the puldiplaged more than 2,000,000 rounds of golf at
Rockville’s hidden gem in the heart of the Washimginetropolitan area. RedGate resembles a mature,
century-old parkland course with its beautiful viewrees, and wildlife - a course that is just aggrinto

its’ own maturity. Yes, it does take a generatiotwm for that to happen.

The golf course sits on 140 acres of trees, gnagpands. It is a place for people to spend seVvenals
while escaping the hustle and bustle of work arily ¢tiée, in open spaces and clean air. It also/ssras a
natural habitat for many species of flora and fatfwur elected predecessors made this reality plessi
by their foresighted action when they engineeredaitnexation and eventual purchase of land readily
available then, and no longer available now.

Now, in the year 2010, the reality facing this Magad Council is that things change, and not alviays
the better. You face tightening budgets, loss wénee streams and an economy that has slowed and ha
yet to recover. These and other factors have aew® challenges for Rockville. At this critical

juncture, we ask you to not look back, but to |éakvard.

Think ahead another 36 years; better yet, thinla@l®0 years. What will Rockville be like at theleri
those two periods? While you, in your elected pmsg, cannot completely affect the outcome yeansfr
now, you can take one action that can be as immoaathat taken in 1973 when City officials dedide
build RedGate Golf Course.

You can ensure that the course remains availaltleetpublic for generations to come, generatioas th
will certainly live in much closer quarters, as dmpers will have sought out every bit of open spac
which to build, with residential towers and offieeildings erected that march up and down Rockville
Pike, beyond Town Center and on into Gaithersburg.

A government’s elected officials need to providerag-term vision, one not expected from salaried
employees that are paid to balance the books antheuday-to-day operations of government. You
actually do a decent job of that. However, theusons about RedGate in the last two years have
provided more confusion than clarity, and you wilbn be discussingght options for the future of
RedGate, many of which aren't viable.

Thirty-six years from now or 100 years from now,ar@ will care about the technicalities of entesri
funds versus general funds, depreciation, or dlugtadion rates for relatively small amounts of ragn
compared to what was at stake. Today’s green sjaieasvaluable to the Rockville of the future, and
that is a reality worth fighting for.
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In the years ahead, developers will want to get trends on this and other parcels of land; thee sia
county may want to run a highway through RedGéieng will be challenges, seen and unseen.
Some proposals may appear attractive at a potirthan but once that green, open space is gore|dast
to the public forever.

At present, RedGate is low hanging fruit, availdbleeasy picking. It will remain so unless your ou
Mayor and Council, make the right decision. You dawelop a vision and make it happen, as was done
in 1973. We ask each of you to look beyond todapigation, regardless of how we got here, and focus
on future generations living in a Rockuville of irased density, and their desire to have a placeawhe
they can spend several hours escaping the hustibusmtle of work, in open spaces and clean air.

Sincerely,

The RedGate Advisory Committee
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|. A Brief History of RedGate Golf Course

The property that RedGate Golf Course was buillvas an operating dairy farm when it was purchased
by the City of Rockville. The previous owners hgpléed to have the property annexed to the City
limits. Records we uncovered indicate this wasedanl962. Subsequently, the City purchased the
property through a blind trust for the express pagof building a golf course.

According to Mr. Ron Olsen, who was the DirectoRefcreation and Parks when RedGate first opened,
the decision to build a golf course was based waraémajor factors:

» The City felt a golf course was the one major ratiomal facility they were lacking.

» Public golf courses were few and far between atithe, and the Rockville area was a prime
market for golf.

» It was the general opinion that the then curremiens had applied for annexation to either
aid in the sale or development of the land.

* The property was the only location that the Cityuldoever be able to build a golf course on.

* The Gude corridor was going to be developed angwzated to build a golf course to link
the Civic Center property and the Lake Frank padklas an undeveloped buffer on the East
side of the City.

» It was felt that a golf course would provide betseto all City residents and not just golfers.

The previous owners did not know they were sellmthe City of Rockville or for what purpose, buteo
of the conditions of sale was that the name “Red@Gabuld be retained. This was the name of theydair
farm. The original house that was part of the priypie located just across the street from the golfrse
entrance. This part of the property was not solthéoCity and is still a private residence.

Construction of the golf course began in 1972 &edcourse opened for play in June of 1974. Since
opening, RedGate has provided a golfing experi¢éimtecan be enjoyed by players of all ability lsvel
and has generally been regarded as the best-nmadtpublic course in the area.

RedGate can be set up to be a challenging testlofldnat, in addition to its excellent conditiogirhas
resulted in it hosting the regional qualificati@utnament for the USGA Public Links Amateur
Championship, sectional qualification for the USGAIited States Open, and qualification for the
Maryland State Open. It is the home course forrsgvecal high school and Montgomery College golf
teams.

This year RedGate hosted thé"4thnual Rockville Open, a two-day event that croa@ity Champion,

is open to anyone, and actually predates the goifse itself. The RedGate Tournament Players pnogra
is the most robust of all public courses in the-#ithntic, and head professional Kieron Mooney was
recognized for this, and other programs, by théeBsional Golf Association of America.
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[l. Environmental Aspects

The RedGate property consists of approximatelydet@s, including parking lots, driveways and other
non-playing areas. The golf course itself is mgo@fualmost 4 acres of putting greens, 3 acresahy
areas, 22 acres of fairways, 90 acres of mowedrau§ acre practice facility and numerous other
features such as sand bunkers, ponds and wooded are

Other than reversing the front and back nine’sJdlieut has remained unchanged, but visually istmuc
different then when it opened 36 years ago. Orlgmea plantings have matured and hundreds of
additional trees have been planted. Wooded areasleen thinned to enhance playability and treas th
have died or have become maintenance issues aoge@dravery year. Arguably the most dramatic and
controversial change to the golf course was thetcoction of a new storm water management pond and
dam. Hundreds of trees were removed to build i, @ntaminated soil was moved to extend the driving
range. The end result is the need to redesigndlidgle.

RedGate provides benefits to every resident of Rtekwhether they play golf or not. Golf coursaft
grasses improve air quality and moderate tempeasitidiney reduce noise, glare and visual pollution.
Turf grasses improve the soil and reduce losspxfdib from wind and water erosion. They absorb and
filter rain and water runoff, recharging ground aaiface water. The golf course turf grasses, tieds
water features create and enhance wildlife habitat.

The golf course captures and cleans runoff waten fthe surrounding urban area. It houses five SWM
ponds that receive flow from outside the propertye two largest of these ponds are also the water
source for the irrigation system. Water qualityrfdun these ponds is terrible, due to urban
contamination; the main problem is excessive sodavels. Treatments are made to the main irrigated
areas of the golf course to neutralize the effetthis sodium load, rendering it harmless to the
environment.

If we did not capture and treat this sodium loagiauld flush directly into the Rock Creek Waterdhe
and eventually impact the Chesapeake Bay. Otharghkcy and ordinance enforcement, this is the onl
physical clean water action being performed byGhg, and virtually no one is aware it takes place.

The International Audubon Society and the Chesap8aly Foundation have recognized the golf course
maintenance industry as being leaders in Envirotah&tewardship. Twenty years ago the International
Audubon Society began a Cooperative Sanctuary &nofor Golf Courses. To become certified through
this program, any golf course that applies museesllo numerous environmental friendly practices, t
cornerstone of which is improving water quality ethaas RedGate is doing.

The Audubon Society did not approach the golf itgusith this program because golf courses were a
problem, but because they recognized they weraicigéheir own house. As a body, golf course
superintendents consider themselves to be “Steveduttie Land” and strive to preserve and work with
nature, but had done little to publicize their ogfforts. They are now getting the recognition thaye

so long deserved.

This winter the Chesapeake Bay Foundation spokéraist every educational event held by the USGA

or local Golf Course Superintendent Associationthiw the Chesapeake Bay Watershed and appealed to
the members to apply for Audubon Cooperative Gedtifon. They want the golf course maintenance
industry to stand up and say this is what we havedo clean the Bay and ask our players to do the
same. After hearing their presentation at two diffie events, RedGate’s Superintendent, Ray Evals, w
be applying for certification.
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All of the benefits that RedGate provides are réaey can be substantiated with fact or hard reseamt
we cannot tell you what they are worth. That is stinimg this council and the residents of Rockwili#é
have to decide. Recently, Mayor Marcuccio statedl RedGate was more than just a balance sheet,
which is very true. But it is also much more thastja golf course or a recreational facility. laisatural
resource that benefits every City resident, andoleas said time and again, when it is gone, ibiteg
forever.

[1l. Community Benefits

It is widely accepted that public parks that prevalitdoor recreational pursuits create economaako
and environmental value. While the value of gregasce and the opportunity to pursue outdoor aietsvit
may be difficult to quantify, it is there nonethsde

Numerous studies have been conducted linking isearoperty values to the proximity of parks and
recreational facilities. Likewise, access to parkd recreational pursuits is cited as a majorripyiby
businesses in their assessment of potential latwatid his year, Rockville was recognizedBigomberg
Businessweek, Money Magazine, and thg.S News & World Report as a great place to live, work, and
start a business. Certainly, Rockville’s many aiescontributed to this recognition, one of those
amenities being RedGate Golf Course, cited inttg News & World Report article. Park and
recreation areas are economic engines that imghavguality of life and make communities livabledan
desirable for businesses and homeowners.

Parks and recreational facilities provide milliaisAmericans with the opportunity to be physically
active. Physical activity is an essential partmofredividual's efforts to stay healthy, fight oltgsiand
prevent chronic conditions that lead to coronasgdse, high blood pressure and diabetes. Havisg-clo
to-home access to places where one can recreate isf the most important factors linking whether
people will become active and stay that way.

Access to green space and leisure activities iksgaas been proven to improve moods, reduce stress,
and enhance an overall sense of wellness. In aeasingly complex world, people place a high vaoe
achieving the feelings of relaxation and peacefsrtbat contact with nature, recreation and exgosur
natural open spaces bring.

Recreational programs provide organized, structuerfbyable activities for all ages. A diverse rag

recreational programs and activities offer indivtiuthe opportunity to develop the skills necessary

successfully and confidently engage in sports @hdractivities. Quality recreational programsilfate
safety, good sportsmanship and community participat

It is vital to preserve our parks and green spa@efast-developing urban landscape. Green spaces
provide vegetative buffers to construction and tigwment, thus reducing the effects of sprawl. More
importantly, parks and public lands also provideumdwater recharge areas, floodplain protection,
natural sound barriers, effective storm water manant, reductions in heat island effects, and carbo
uptake from abundant trees and vegetation. Paiys &er living environment healthy. In terms of
environmental geography, RedGate acts strategiaally buffer between the City of Rockville and Rock
Creek Park. The environmental benefits of the def@s that comprise RedGate to all Rockville’s
citizens cannot be dismissed.

Social communities are strengthened by public parkkrecreational facilities. A stronger sense of
community leads to a safer environment. Greenespprovide gathering places which, in turn, leads t
close-knit communities and improved well-being,bphysically and socially. Parks and recreation
facilitate social interactions that are criticalnb@intaining community cohesion and pride.

A-6
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The City of Rockville has a vision, and it is a gaamne - be a “green city”, embrace the environment
Rockville’s strong policy of providing a wide andned portfolio of recreational pursuits is a Kagtor
in attracting and retaining new businesses andeats, making it a great place to live and work.

V. Today’s Golf Market Environment

There are two general categories of golf coursaslippand private. The public sector is furtherkeno
down into two daily fee (privately owned) and mupat (owned by tax-supported entities such asya cit
or county). RedGate is what is categorized as agipah golf course...the proverbial muni, the kioid
golf course so many of us learned to play thistggame.

While some view golf as an elitist game, even satigg RedGate was built for middle and upper-middle
class men, when it comes to public golf, nothinglddbe further from the truth. Public golf is al@ut
diversity and variety. Diversity of golfers in tesrof income, occupation, race, age, etc., andtyarie
terms of course quality and price point. Thereddatter place to see this then the City of Rot¥eil

own RedGate Golf Course.

There can be no denying that the golf industryliesen going through some tough times lately. The
biggest source of today’s challenges is the difutbrounds of golf played. The building boom oé th
1990’s created this situation by increasing theosupthe number of golf courses available for plakge
average number of rounds per 18-holes has seapdrdm 40,000 a year in the late 1980's (befoee th
last building boom), to 33,000 today.

So yes, many municipalities have gone from a sdaoah which the golf operation was contributing
positively to the general fund to a position ofuiing support from taxpayers to meet operatiomal a
capital/debt requirements. Consequently, manager®eced to make operations leaner, which typycall
results in deferred maintenance and capital impr@rés. This belt tightening, in turn, results in a
deteriorating product and further reduction in nearshare and revenues, and eventually to failure.

However, according to a study done by the Nati@wf Foundation, existing demand appears to be
stable, latent demand exists and past recessidmotihave a significant lasting impact. Passiah an
commitment to golf remain high. Latent demand curgs to provide opportunities for long-term growth,
and RedGate can take advantage of this potentialamew business model and a new business plan. We
will cover this in more detail in a subsequent isgct

While existing demand remains stable, many goleesfinding ways to maintain their level of playtb

at a reduced cost. They are playing less expegsieses and at off-peak times. This pattern hadtees

in a kind of “price-war”, not unlike we sometimeseswith gas stations and airlines. We see thisyever
day, right here in our area, as RedGate compeitesiily against the MCRA courses. This environment
has been a boon for golfers, but a potential barsgdlf course operators. The industry as a wiele i
seeing revenue per round and total revenue dowite wdunds played remains the same, maybe even
ticking up in some cases.

The key recommendations that came out of the sty that we recommend the City adopt, are:

» Consider how best to invest in the course and tiseomer experience

» Position the course in the marketplace throughesira planning and customer targeting

* Market and sell the course like never before, aapigtchrough increased use of technology
(email, customer targeting, yield management towsy internet applications, etc)
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V. The Five-Year Business Plan

In March of 2006, City staff was directed to writéusiness plan that would inform and direct effeot
restore RedGate to financial health. Thus, the RéelGolf Course Five-Year Plan was created.

The plan was quite comprehensive in scope. Thediipgrand Capital Budget Planning sections covered
areas such as:

» Staffing

* Outside services

» Overhead charges

» Infrastructure improvements
» Marketing

The capital improvements were to be funded withhe-ttme grant subsidy to the Golf Fund and were
spread out over three years (FY2007-FY2009). Tars @ the plan is pretty straightforward and etasy
track and measure. What isn’'t easy, however, isroéhing what impact any part of it had on revenue,
rounds played, bringing in new players, etc. If Bate had a more sophisticated POS system at the tim
data could have been captured that might have theflasure cause and effect.

Midway through the plan, about one-third of the @&lRds (approx $130K) was frozen and projects
dependent on that money could not be completeehdin’t until earlier this year, thanks to this M&C,
that the funds were “unfrozen”, and it was at thbdst of the Advisory Committee it be done. That wa
the good news. The bad news was not all of thesfwvalild be going to projects that were part of the
five-year plan.

A portion of the funds went to the purchase anthifeion of a new POS system, which went live on
July 1, 2010. It is still going through a breakperiod, but will pay huge dividends as the stadifes
ways to utilize the marketing tools it offers. TRedGate Advisory Committee first raised the issiue
RedGate’s outdated systems at least three yeardaigoo action was taken. The lion’s share of the
remaining funds will be used to reconfigure twodsobn the course. The need to do this work, rakizer
complete the improvements in the original planhesresult of changes made to the golf coursedn th
wake of creating a new storm-water management paritie golf course.

As with any good business plan, the RedGate Fiva-Péan has a section that defines success.
According to the plan, the ultimate measure of sasds completely closing the gap between bottoe li
annual operating/capital costs and revenue. Thectitioal measures of success in the plan are:

* Rounds played
» Average dollars per round

It is with these measures that the plan has itstgse flaws. The questions one must ask are whetbel
numbers and projections come from, who derivedhtirabers and who had input and say on their
accuracy and reasonableness. Was there input fidraansideration given to input from the golf caurs
staff...the people directly involved with the golfdiness? Were third-party sources consulted, sources
such as National Golf Foundation, the USGA, etie.8hort, were the goals and targets based onyrealit
with a high probability of success, or on what aitgff thought the golf course should do, with@king
into account industry and economic trends and ¢omdi? The latter would be a recipe for failure.

A-8
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A common measure of how a golf course is perfornsrg look at average dollars per round of golf.
Today the golf industry talks in terms of the tajalf experience. This “experience” starts when the
golfer steps onto the property and concludes asléawve the grounds. The opportunities to make mone
are many, including green fees, golf cart and gl rentals, food and beverage, merchandise sales
(shoes, clothing, clubs, balls, tees, gloves, dhdrayolf paraphernalia), lessons, driving range, la
virtually every case, a golf course uses all thegenue sources in determining their average revpeu
round.

It is important to understand that when you seeGRe€'s average revenue per round, it includes only
green fees and cart rentals. The reason for thigibusiness model the golf course operates uAter.
the other sources of revenue belong to the hedggiiessional, who pays the city a small rentel d@ad
a percent of sales. So it is impossible to comp@eerformance of RedGate against any compefitor i
the local area, or other municipal courses in dggan. To compound the issue, the number used as
rounds played is not a representation of paiddands of golf, but includes comped rounds to siatf
professionals, free rounds granted with the fretjpiyer program, MGA and WGA matches, annual
pass rounds played beyond break-even points, etc.

To give you some perspective, consider this. Tlgpted average dollar per round for RedGate in
FY2008 was $36.40 for green fees and carts. Thebotumber attained was $28.47. Compare this figure
to the actual figures for several comparable golirses within several miles of RedGate

e Laytonsville  $38.75
* Northwest Park $38.82
* Needwood $34.58

You would do well to ask why RedGate is laggingardbehind the competition. In actual fact, it heal
isn’t. The reason for the wide gap is the threemetitors include all the revenue sources listed/abo
their calculation, whereas RedGate uses only gessnand cart rentals. How can we honestly expect
RedGate to do the same as these competitors whasuneg only two sources of revenue?

Let's look at rounds played. The number of rourmiedasted for RedGate was 43,220. Compare that to
three of the MCRA's popular courses:

» Hampshire Greens 32,000
* Poolesville 34,000
e Little Bennett 30,000

RedGate actually did 41,116 rounds in the same Yder only MCRA 18-hole courses that topped that
number were Falls Road and Laytonsville, with 49,88d 45,000 rounds respectively. There must be

something very wrong if RedGate is getting as nmarcimore play than our closest competitors but ends
up in the financial mess presented in all the ReeGand reports.

Finally, the conclusion drawn in 2009 was thatrafiay 2 %2 years the data suggests it is unlikely the
plan will succeed and a different course of actibauld be considered. No one asked the important
guestion...are the measures of success realistiattaidable, or was the plan doomed to fail from the
start?

Business plans are meant to be dynamic and neethgeftweaking and revisiting. This plan was dast
stone, with no opportunity to revise it over time.
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VI. Financial Status of RedGate

There has been much discussion about RedGaterscfalgerformance — the size of its accumulated
deficit, the structural problems with golf, and gtatements that RedGate began losing money in FY
2000. To qualify that last statement — that Red@agan losing money in FY 2000 — it is necessary t
define what “losing money” means. Appendix 1 tig tieport shows the Redgate Golf Fund year by year
going back to FY 1998 through FY 2009, as per thg<Caudited financial statements. As you can see
RedGate covered all of its direct operating expeasel its debt service (interest expense) in alts/e

save two. The industry standard for measurindittancial performance of municipal golf coursesiis
standard termed, “EBIDA” (earnings before interdspreciation, and amortization). Redgate clearly
surpasses that financial measure. So, by appéningdustry standard for municipal golf courses,
RedGate was not “losing money”.

The discussions to date have focused on RedGatfitstsl — accumulated and forecasted through FY
2015. The amounts quoted might seem significargalation, but relative to the size of the Citparks
and recreation expenditures they are, as theyasdngp in the bucket. For example, per the FY 2011
budget, total expenditures for Rockville’s Parkd &ecreation programs top $23.4 million with total
revenue at approximately $7 million and nearly $1ilion transferred in from the General Fund. Tisis
all part and parcel of the City’s policy with respé& providing varied and numerous recreational
facilities for the Citizens of Rockville, whethéihie softball fields, skate parks, basketball couibg
parks, swim center, etc. This is not a bad thifigis is what city governments do — provide ameasiti
and recreational opportunities to the public. BeseaRedGate’s operations are accounted for in an
Enterprise Fund, it has become an easy target.tafradeficit is being created by the golf course,
pales in comparison to the other recreational pestienjoyed by Rockville residents. The amount of
energy and discussion spent on deploring its ctifieencial state, rather than focusing on undeditzy
what is behind the numbers, whether they are apitepneasures, and what actions could be taken to
improve revenue streams and overall business marmagef the course, is staggering.

Another interesting element of the discussionsate ¢ the standard for measurement with respebeto
term, “accumulated deficit”. One might think arpappriate measure would be to assess RedGate’s
financial performance on the basis of revenuedapgnses (or, as mentioned earlier, an even more
appropriate standard of measure for a municipdlgmirse would be “EBIDA”). However, in

RedGate’s case, the accumulated deficit amounk#egis being referred to, and which is the focus of
much discussion is actually RedGate’s “working tafi The term “working capital” refers to current
assets minus current liabilities. It measures haweh in liquid assets a company has availablederin

the production of further assets. Again, if we gpke EBIDA standard, the RedGate fund would show a
cumulative positive balance since FY 2009 of ne&ilsnillion.

Coming back to the annual losses (revenue minusnsgs), any cumulative losses to date stem from the
City administrative overhead charge and depreciaigpense. Word on the street and comments made
by city staff describe this as a cost to taxpayémdact, this is a misleading statement. If Rati3wvere

to shut down operations tomorrow, two things wcudghpen — the City would lose over $1 million in
revenue and the cost to run the city would remdine $1.5 million in city administrative overhedut

is allocated to RedGate through 2015 would stéichto be paid. To describe the $1.2 million in tead
charged to date, and the $1.5 million to be chaggedg forward as the “cost of RedGate to taxpdyiers
simply not accurate. It is a sunk cost associatéid running the City of Rockville. Those costs ot

go away if RedGate ceases to exist. They woul@ @abe allocated to other facilities/other funds.
Regardless of in what fund they sit, these cogtieseent the cost of running the City of Rockvilkelare
ultimately borne by the taxpayers.
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Specifically, based on the adopted FY 2011 budgetannual cost of RedGate (not including city
administrative overhead charges, depreciationdetd service) is $1per Rockvillehousehold The
annual cost of RedGate with city administrationrbead charges, depreciation, and debt sepéce
Rockville households $28. The annual cost of other recreation arligpserviceper Rockville
householdis $689. In an “apples-to-apples” comparisorhefdperations of RedGate with other similar
City programs, the cost of RedGate was lower tllath@ other facilities except for Lincoln Park.

While all this background may be interesting, theuls should not be on what has occurred in the past
Rather, time and attention needs to be devoteditonm policy decisions in terms of RedGate’s
operations going forward that will allow it to aekie the highest financial performance possibleavhil
providing high-quality parkland and recreationatguits for all the citizens of Rockuville.

VII. Proposed Business Model

There are now eight options on the table for thgddand Council to consider as you go about degidin
the future of RedGate Golf Course. Three of thggmies are variations that have the City maintanin
ownership and operations. The approach we recomymnthke is to continue operating RedGate with
City staff management and operations, but expaadtisiness model to include all revenue producing
segments.

The business model the City is operating undentdgtat working and is a significant contributingdtor
to the financial condition RedGate finds itselfTine City operates and maintains a golf course but
ignores major sources of revenue to pay for itdgirgg to topline growth and bottom-line profitssla
model that served the City well for years, but osl@nvironment demands a change in how it does
business.

There are many sources of revenue that golf cowasepursue, but the most significant and common
include:

» Green fees

e Golf car rental

* Golf merchandise

* Food and beverage

» Driving range and practice facility
* Golf lessons

While green fees and carts bring in the most regdyyufar, the other sources listed have the patetati
bring in as much as 30% to 40% additional revelide will illustrate this with research data latetie
presentation.

Kieron Mooney has been the head PGA of America Baifessional and General Manager of RedGate
Golf Course for the last 9 years, and has beehestaff for 19 years. His position with the Cigy i

unique in that he is a contracted, full-time empleyA major source of Mr. Mooney's income is dedive
from his “owning” and managing the golf proshostaairant/snack bar, driving range and golf lessons
program. In order for our proposed model to wokkwould have to give up those sources of income and
negotiate a new arrangement with the City. Kiernavks as well as anyone the potential for increased
business and revenue, and it wasn't a decision higtuéy.
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A. Golf Merchandise

The Retail Proshop is roughly a 600 square foat ased to display and sell anything required by a
golfer. Typical merchandise includes such itemgakclubs, golf shoes, golf balls, golf glovesde
hats, shirts, windbreakers, golf bags, etc. Itd@®unts with over 50 vendors and has average Bnnua
gross sales of $100,000. The RedGate Tournamegtd®ncand golf outings are good sources for
proshop business because awards are usually fartheof “shop credit”, and must be used to purchase
merchandise in the RedGate proshop.

The City receives $2750 in an annual rent paymarttie use of the retail space. It would beneditfr
taking over the space and owning the shop forfitielould not have the general overhead costsltra
Mooney has. There would have to be merchandisegmgfor the customers and incentives to the
selling staff to make it successful.

The shop is relatively unchanged since 2001. Theired infrastructure and outfitting is alreadypiace,
including the new $25,000 POS System and all tioessary displays. There is a state of the art ggcur
system with a 24-hour, 10 camera monitoring sysime. City would have to acquire a retail sales tax
license — a one time set up fee of about $250aa annual Trader’s License at a cost of $211T.H3.
is a turnkey operation and only vendor accountslavbave to be set up.

B. Food and Beverage

The Restaurant/Snack Bar covers about 1600 sgeerefffloor space. The restaurant is just big ghou
to cater for most busy days. The restaurant waataddand given a fresh new look four years ago.dGoo
quality tables, chairs and patio furniture weredidiat a close-out sale held by Avenel when they
remodeled. The sales generated by the snack baresn averaging about $100,000 annually. It is
possible that through economies of scale, theWityld be in a better position to run this parthad t
business.

We strongly believe this part of the business maatgupside potential. Food and beverage is thermaj
component of the total golf experience we talk dblbus a fact; golfers are hungry and thirsty mois

the time they are at the course. They buy snadtkdawverages from roving carts on the course. Thaly g
a beverage and hot dog or other shack in betwesefght and back nines. They might have lunch or
breakfast before and/or after a round, along wipitcher or two of adult beverage.

Because of its’ setting, and with some promotioed®ate could become a destination for lunch ot ligh
dinner. The patio is an inviting place to sit, xeéand enjoy a bite to eat and something to drikn&
creative changes to the menu can help with thisgfdhe business.
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C. Driving Range and Learning Center

The driving range represents the biggest untappezhue source available to the City when it cornes t
managing RedGate. As with any new venture somestmant would be necessary, but the potential for
revenues in excess of $100,000 is not only realibtit would be considered conservative by some.
We recommend installing an all-in-one ball washamgl dispensing unit down at the driving range.
Because the range is so far from the clubhousey galfers that might want to hit another bucket of
balls just don’t bother. This may cost as much&B30% depending on what model and features are
selected. We recommend finishing the five-year pipgrade to build three target greens, ten grass
hitting-stations, relocating the practice bunked egbuilding the practice putting green.

These improvements will not only bring more playerfedGate, they automatically become the nucleus
of a true golf learning center. This is somethingjavailable at any local public course in the afidse
money to finish these projects has already beeroapg by Mayor and Council and a purchase order has
been issued.

No additional or new labor costs would be requifdtere would be an annual cost for keeping enough
driving range balls in good supply. With these @#oigrs could come more lessons, clinics, camps and
perhaps even the creation of a RedGate Golf AcadBlimyonly would these bring in new golfers, from
beginners to experienced, but additional revenom sources not currently available. A back-of-the
envelope estimate could be as much as $25,000 basthé current 70/30 split arrangement.

The average price for a bucket of balls is $8. Reapuld surely be able to afford that, even ifylg a
round of golf is out of the question.
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The National Golf Foundation recently completedualy that looked at the revenue and expense figures
for 165 municipal 18-hole golf courses. Other gelfenue includes such things as driving rangeofess
clinic, etc. All other revenue might include adv&rtg, rentals and other non-golf related transasti

REVENUES

(Averages)
2009 2008

Golf revenue (green fees and $825,100 $825,300
golf carts)
Other golf revenue $118,800 $119,50
Food & beverage revenue $171,800 $172,700
Merchandise revenue $89,400 $93,300
All other revenue $64,100 R3i1i9)
Subtotal of non-green fee/cart rental $444,100 $442,400
TOTAL REVENUES $1,269,200 $1,267,700

RedGate beats the average municipal course remived from green fees and cart rentals by 30% in

2009 and 42% in 2008. RedGate actual revenue foe geeriods was $1.076M and $1.171M.

As you can see, the revenue derived from othercesuotals over $440,000 per year. This represents
revenue RedGate could realize under a differerinbas model than currently employed. While there is
no guarantee RedGate can attain these levels,ithgoed reason to expect that with solid managémen

practices and a sound business plan, these nuangersalistic and attainable.

EXPENSES
(Averages)

2009 2008
Maintenance expenses $648,900 $655,800
All other operating expenses $461,000 $463,900
TOTAL EXPENSES $1,110,000 $1,119,700

The table above shows that on the operating exmdsef things, RedGate exceeds the national geera
by 25% in 2009 and 11% in 2008. ($1.386M and $IV44 his could be for any number of factors, and

we include it as something to think about in thiiffe.

Now, let's bring our analysis closer to home bykiog at some data from peer competition
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Our research shows that the MCRA estimates thaYR011 they will bring in $4.0M of revenue from
merchandise sales ($1.0M), food and beverage ($1 d&wing range ($1.2M) and lessons ($.380M). If
we average that over the 8 18-hole golf courséisaim portfolio, which comes out to $500K additibna
revenue per course. If we include Sligo Creek, d@liengh it is only a 9-hole course without a driyin
range, it comes out to $444,444 per course. Thigigxact number the NGF cites in the study refsré
above.

As stated earlier, there is no guarantee that Reed@auld bring in an additional $450K to $500K in
revenue, but if properly managed, the odds arg¢ypgebd. So, for the sake of discussion, let'sitaid
bring in an additional $400K in revenue from noea fee/golf car rental sources...what effect would
that have on the measures of success laid ouéifiviryear plan? Here is how things would look:

FY2007 FY2008 FY2009 FY2010
Revenue/Round
Per 5-year plan $35.00 $36.40 $37.86 $39.37
Revenue/Round
Under current model $29.03 $28.47 $29.43 $28.72
Revenue/Round
Under new model $39.00 $38.20 $40.36 $40.66

As you can see, if RedGate was operated in the sayeas other golf courses, the potential to meet o
beat the operating budget exists, and would beststiep toward regaining fiscal stability.

There are many programs and activities that casresgned and implemented, all with the potential to
increase play, bring in new golfers and even giaveklio the community. Just a few to consider:

» Family Golf Program

» Take Your Daughter/Son to the Golf Course Day
* Bring Your Kids to the Driving Range Day

» Customer Appreciation Day

* Improved Junior Golf Program

* First Tee Program

Some of these programs are sponsored by the P@#efica and World Golf Foundation. All of them
are conducted at various competitor courses iatéa.

Our message is clear and simple, the City of Rdleklaas allowed RedGate to lag the competition in
almost every regard. Despite that, through therisffof all golf course staff, it has held its oviauit the
past has caught up to them. It is not the timewve gp, but rather look to the future and do whatexou
can to preserve it.
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VIIl. RedGate Golf Course and Community Park

A key component of our recommended changes toxiséregy RedGate business model is looking for
additional ways the golf course property can bel isdenefit the greater community. There can be
opportunities for non-golfers to enjoy this largeea space during the off-season, at non-peak gayin
hours, late evenings, etc. This might mean chantieglassification of the property to somethirkg i
Community Park in order to be in compliance with @ity’'s financial management policies.

St Andrews, Scotland is a town with 1/3 the popatabf Rockville. It is the legendary home of gaihd
what is commonly known as the Old Course first cam® being 600 years ago. Town officials bought
the course in 1894 and current officials contiragiéw it as an asset for the town and its people.

While many people know about St. Andrews, most fedpn’t know that the town closes the course to
golf every Sunday. For one day a week, a day dwatitnes are generally sold out, the most reveoéd g
course in the world becomes a public park. Fordmea week it is a place where people can be seen
walking their dogs, pushing carriages or just ctgsérolling the storied fairways. Friends, fareti and
tourists alike gather on the links to share a piamijust laze about, enjoying the breezes that lnhooff

the North Sea.

We are not suggesting the City close RedGate tioogobundays, but we are suggesting, with some
creative thinking, additional uses for the propedy be worked out. For example, and these are just
ideas to get started:

« Close the back nine holes on three major holidslgsnorial Day, July %, and Labor Day, to
allow the public to walk the course. Tents couldsbtup to allow Rockville's Recreation and
Parks staff to acquaint the public with all theyGiffers in terms of amenities. The Mayor and
Council members might want to walk along, not foliticking but for photo opportunities, and
to enjoy the splendor as well.

» Install barbeque pits adjacent to the existingipitables now pleasantly located under cherry
trees near the first hole tee and clubhouse erg@ranc

* Build a putt-putt golf facility, a form of entertanent that families can enjoy and where teenagers
can flirt and have fun at night.

» Sponsor bird watching and star gazing seminars

* Hold one or two “Walk RedGate Days” and combingith a health fair. Walking up and down
the hills of RedGate is pure aerobic exercise.

» Allow such winter sports as cross-country skiindg aledding, and selling hot chocolate and
snacks.

e Sponsor a cross-country race

* Create a space where school aged kids and scoutpda complete nature projects for school,
for community service, for merit badges, etc.

The RedGate Café could add a kids menu of the tloeyllove and, stay open until 10 pm on nights when
community park activity is scheduled.

Strathmore and the Fitzgerald Center could beén\ib help organize a concert under the stars. We
suggest inviting local talent, possibly from thedbschools or the Duke Ellington School in thetiis.
Certain new facilities or events could be open fpm to dusk on those predictable days when the
number of golfers decline. Overflow parking coulabpibly be accommodated at the Blair Ewing School
across the street from the golf course entrance.

A-16



Attachment A

All these ideas of course come with a cost, sdikemust be willing to give up some potential grdee
revenue. However, some of that revenue can be o@alg charging for some activities and events,
concession sales, etc. The idea of reclassifyiagtif course to a community park might lead tdipgt
it all in the general fund.

An earlier City Council had the vision to put thefroulders behind our beautiful Town Center, which
came online as the housing market collapsed, baypaople enjoy it today; and as the economy
continues to recover, Town Center will become whatCouncil anticipated 10 years ago, an asséeto t
City, a place where friends and family can meetl®&ate as a Community Park can help transform a City
jewel, an already great asset, into an even greater

As Rockville’s population increases with greatensity and people living closer together, RedGate as
Community Park can be an important part of the eiamg and branding strategy for the city, a cityhwi
a good business climate and a full range of recne&acilities for children and adults.
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IX. Summary

We presented a lot of information, yet there istanle didn’t, due to time constraints and the fhat one
can absorb just so much data before suffering oadrlWe hope you leave here this evening with the
understanding that RedGate is more than just acgolfse, more than just a balance sheet. RedGate is
parkland where people can get exercise while engpgligreat game in the open, clean air. It is ddtab
for animals, birds, insects, plants and trees alfgace just far enough away from the hustle arstld of
life where people can recharge and reenergize #lgats

We believe RedGate can start realizing improvedrfomals if our recommendations are considered and
used as building blocks for a new way forward. Tihe-year business plan drafted in 2006 is iningf
year. While the intent was to make RedGate a squmditable enterprise, the plan itself was flawkds
our opinion that the measures of success were lisireand unattainable, CIP funds were held béak,
the detriment of promised improvements. There werplans to bring golf course operations into the
21* century with respect to POS and internet techrylog

We also believe the best approach for the Citpke tas far as alternatives, is to take over futh@rship
of the business and let it operate as a businesscdn no longer afford to look at the golf couasea
business, measure it as a business, and expedtiidtion as a business, yet saddle it with gawvemt
bureaucracy. An enterprise in a competitive manketds to be nimble, flexible and able to react to
changing market conditions quickly and efficienfljie men and women running the day to day
operations are the experts...let them do the jobswleee hired for and are paid to do.

Our vision for RedGate includes new uses for tloperty. We talked about limiting or restricting plan
certain dates or times of the year, in order t@acoodate new activities. There would have to beesom
trade-offs in revenue, but such an arrangementtriegld to reclassifying RedGate as a Community Park
and eliminate the need to account for it as anrprise fund.

We want to end our report and close our presemtatith the same request we opened them with.

At present, RedGate is low hanging fruit, availaliler easy picking. It will remain so unless you, ou
Mayor and Council, make the right decision. You cadevelop a vision and make it happen, as was
done in 1973. We ask each of you to look beyondayosi situation, regardless of how we got here, and
focus on future generations living in a Rockvillef increased density, and their desire to have agala
where they can spend several hours escaping thelauwsnd bustle of work, in open spaces and clean
air. Some proposals may appear attractive at a paitime, but once that green, open space is gahe,
is lost to the public forever
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X. RedGate Advisory Committee

The RedGate Advisory Committee is a sub-commitfedbeRecreation and Parks Advisory Board. It is a
committee that stopped meeting back in the lat®59% 2006 Joseph Jordan, a Rockville residedt an
golfer, approached Burt Hall and asked if it cottithe reformed, given all the attention RedGate was
getting at the time. Burt agreed, and the groupitsdittst meeting in March of 2006. Mr. Jordan was
elected chair and has been serving in that capaed#y since. The committee is made up of volunteers
(mostly golfers), a liaison from the Advisory Boatlde head golf professional and the course
superintendent.

The mission of the committee is to meet, discussranommend changes and improvements to the golf
course, activities and programs that would enhéme@njoyment of playing golf, customer service,
amenities, etc. Its sole purpose is to represenmdéeds, desires and suggestions of all golf caismses,
as well as others interested in the venue for reasther than golf. It cannot make or change policy

The goal is to help have RedGate seen as a top;neédl-conditioned golf course that competes
favorably in the greater Washington area golf markee committee has always strived to be a refiact
of the diverse make-up of people that use theagmifse, including young and old, men and women,
skilled and novice.

Today’s committee members share a love of the g#rgelf. They come from many walks of life and
have job and life experiences and skills that betie# City in their roles as committee members.

The committee members are:

Bobby Farrell Bob Lalley

Chuck lliff Frank McDonough
Joe Jordan Mark Paulette
Charles Karadimos Wayne Rowland
Martha Klasing George Sushinsky



