Madrona Links Golf Course
Assessment

Board Special Study Session
June 13, 2024
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Agenda

» Background / history of Madrona Links Golf Course ownership and operational history

* Preliminary Madrona Links Golf Course assessment

* Next steps




Background
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PenMet Parks recognizes the
importance of the Madrona Links
Golf Course to our community
and will continue to operate
Madrona Links as a golf course.




Purpose of the Assessment

* In response to community concerns expressed last year, PenMet Parks retained the
National Golf Foundation consulting services to review and assess the current golf course
operation and condition and to identify areas for improvement.

* |In addition, the assessment was commissioned to provide data and recommendations to
assist PenMet Parks in making informed decisions regarding the short-term operation
and management of Madrona Links Golf Course during the remainder of the Tyson lease;
AND the long-term operation and management of Madrona Links Golf Course after the
current lease expires in 2028.

* The assessment will address the following:
* The current condition of the golf course and prioritizing the conditions requiring corrections
» Appropriate operations, management and staffing requirements under the Tyson lease

* Appropriate operations, management and staffing structures following expiration of the Tyson
lease in 2028

* Other items of relevance to the short-term and long-term operation and management of
Madrona Links Golf Course and to meet the expectations of the community
BE=n
EF L

PenMet Parks =

Deeply Rooted. Boldly Growing.




Lease history for Madrona Links GC

1977

1978
1978-1986
1986-2014

2014-present
2023

City of Tacoma enters into a 50-year lease with Tyson to develop,
manage, and operate Madrona Links Golf Course. The cost to construct
the golf course is $1 million.

The golf course opens to the pubilic.
Tyson operates the golf course.

Tyson subleases the golf course operation to JDL, Inc.

Tyson subleases the golf course operation to Stutsman Enterprises, Inc.

Tyson seeks to assign lease to Rosenbloom / ZTM Holdings.



Madrona Links
Golf Course
Operational
Structure

Purchased 14-acre parcel in
2024

Owns land and golf course.

PenMet Parks

Tenant Responsible for all golf course and
food and beverage operations,
maintenance, and capital improvements.

Sub-Tenant / Golf Course
Operator
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Stutsman Enterprises

Sub-Sub-Tenant / Food and
beverage

RM Kelly
Hackers Bar and Grill

Lease Contract is only
—  between PenMet
Parks and Tyson




Golf Course located on two separate parcels
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Owner/tenant/sub-tenant net revenues

Reported Cumulative Net Revenue, 2019-2023

$1,600,000
$1,400,000
$1,200,000
$1,000,000
$800,000
$600,000
$400,000

$-

® PenMet Parks (owner) ® Tyson (tenant) m Stutsman (sub-tenant)

Notes: Figures reflect net revenue. PenMet Parks revenue is audited. Tyson and Stutsman
revenues are as reported by Stutsman. Hackers did not report revenue.
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2008: PenMet Parks purchases Madrona
Links Golf Course from City of Tacoma

* As a condition to purchasing Madrona Links Golf Course, PenMet Parks was required to
assume the lease with Tyson and the sub-lease with JDL, Inc.

* The City of Tacoma assigned the Lease with Tyson to PenMet Parks and PenMet Parks
became the new landlord.
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2019-2022: Golf Course maintenance
deficiencies identified and addressed

2019: Concerns about course conditions. PenMet Parks received complaints regarding the
condition of the clubhouse restrooms and possible fire danger from brush and tree debris
piled along some fairways and behind some greens. PenMet Parks directs Tyson to
address these concerns.

2020: COVID pandemic begins.

April 2022: Notice of Default. PenMet Parks receives more community concerns
regarding the condition of Madrona Links Golf Course. In response, PenMet Parks
conducts a thorough course inspection and issues a Notice of Default directing Tyson to
take necessary actions to resolve the concerns within 90 days in accordance with the
lease requirements.

July 2022: Some concerns were corrected. PenMet Parks determines Tyson has been
working to correct the material issues cited in the Notice and Tyson agrees to continue
addressing on-going issues.




2023: Rosenbloom/Owen express interest in

assuming Tyson lease and seek lease extension

» June 2023: Meetings with Rosenbloom/Owen
» Zack Rosenbloom and Mark Owen request to meet with PenMet Parks to discuss their interest in

e Pen

Madrona Links Golf Course. Specifically, they want Tyson to assign the Lease to them (with PenMet
Parks’ consent) and want PenMet Parks to enter into a new long-term lease with them.

PenMet Parks advised Rosenbloom / Owen that PenMet Parks would only enter into a new lease after
conducting a competitive solicitation process. PenMet Parks requests Rosenbloom/Owen provide an
outline of their qualifications / experience / ability to manage and operate a golf course.

PenMet Parks learned that Tyson was considering transferring the 14-acre parcel to Rosenbloom/Owen.
Desiring to keep the golf course property intact, PenMet Parks expressed its interest in purchasing the
property from Tyson.

Rosenbloom/Owen subsequently forward a “Madrona Links Proposal” that discusses “proposed golf
course improvements” but provides no information regarding Mr. Rosenbloom’s or Mr. Owen’s
qualifications to run the golf course or how (or who) they would contract with to do so.

Met Parks did not receive any more communication from Rosenbloom/Owen until

September 2023.
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2023: Tyson requests to assign operating
lease amidst reported course deficiencies

* June - July 2023: Additional maintenance concerns identified. Tyson performs periodic
site inspections and issues reports to its sublessee, Stutsman Enterprises, to correct
conditions it deems in violation of the lease. Tyson reports to PenMet Parks that the
condition of the golf course is well below the expected standards and PenMet Parks
directs Tyson to take all necessary actions to correct the deficiencies.

* Late summer 2023: Request to transfer operating lease. Tyson states that with all of
the ongoing problems it is no longer interested in operating Madrona Links and instead
proposes to assign the lease to Rosenbloom/Owen.




2023: Course deficiencies continue; Tyson

renews sublease with Stutsman Enterprises
» September 2023:

* Fall 2023: Request to transfer operating lease rejected. After consideration, PenMet Parks
does not consent to assigning the lease to Rosenbloom/Owen because they have not provided
any information to suggest they have any experience in operating a golf course and there are
numerous unresolved deficiencies with the condition of the golf course without any clear plan by
Tyson to correct them.

» Stutsman renews its Sub-Lease with Tyson. Despite citing numerous deficiencies with the
course, Tyson accepts the renewal without objection.

e October 2023:

* Tyson issues a site inspection report showing that many of the fundamental concerns with the
condition of Madrona Links Golf Course cited by PenMet Parks since 2022 are recurring or
unresolved, and new concerns have surfaced.




2023: PenMet Parks takes additional
action to resolve course deficiencies

* November 2023: Second Notice of Default issued. Based on the October 2023 Tyson site
inspection and ongoing unresolved concerns, PenMet Parks issues a second Notice of
Default directing Tyson to take necessary actions to resolve the concerns with 20 days in
accordance with the lease requirements.

* PenMet Parks intentionally issues the Notice in the fall to allow time for Tyson to correct
the concerns during the off-season.




2023: PenMet Parks engages the Nationadl
Golf Foundation Consulting Services

* December 2023: PenMet Parks engages an expert to comprehensively and objectively
assess the operation and condition of the golf course.

* With the Tyson’s 50-year lease approaching its expiration and the continued concerns
regarding the condition of the course, PenMet Parks engages the National Golf
Foundation’s consulting services to conduct an objective and comprehensive assessment
of the golf course and to provide recommendations for the golf course operations after
the lease expires.




2022-2023: PenMet Parks sets aside $1
million to purchase the 14-acre parcel

« 2022: First $500k capital appropriation. Board of Park Commissioners appropriates
$500,000 in the 2023 capital budget for the potential acquisition of the 14-acre parcel
from Tyson.

« 2023: Second $500k capital appropriation. Board of Park Commissioners appropriates
an additional $500,000 in the 2024 capital budget for the potential acquisition of the 14-
acre parcel from Tyson.

« By 2023, PenMet Parks had budgeted and appropriated $1 million for the acquisition of
the 14-acre parcel.




2023-2024%: Sale of 14-acre Parcel

 Summer 2023: PenMet Parks repeatedly advises Tyson it is interested in purchasing the
14-acre parcel and that PenMet Parks has appropriated funds for the acquisition.

« September 2023: Tyson enters into Asset Purchase Agreement to sell the 14-acre parcel
to Rosenbloom. PenMet Parks again advises Tyson of its interest in purchasing the 14-
acre parcel.

« January 2024: Without any consultation with PenMet Parks or attempt to negotiate,
Tyson sells the 14-acre parcel to Rosenbloom / Owen (ZTM Holdings LLC). The sale price
was $1 million.

* As part of PenMet Parks Madrona Links Golf Course assessment and in preparation for
the future operation of Madrona Links, PenMet Parks conducted an appraisal of the
property which concluded the sale price as reported was significantly under market value.

* The sale of the 14-acre parcel does not relieve Tyson of the obligation to continue
operating the golf course as an 18-hole course for the remainder of the lease.




2024: Tyson appoints ZTM as Managing
Representative; course deficiencies remain

* January 2024: New managing representative appointed. Tyson advised PenMet Parks it
appointed Zack Rosenbloom and ZTM Holdings as its managing representative under the
lease. Neither Tyson nor Rosenbloom have provided any information to suggest
Rosenbloom is qualified to manage or operate a golf course.

* January 2024: Meeting with PenMet Parks, Tyson, and ZTM. PenMet Parks, Tyson and
ZTM Holdings meet to discuss course operations and the National Golf Foundation
assessment that has been commissioned. Tyson / ZTM Holdings agree to conduct a
professional inspection of the clubhouse and restaurant building and provide a plan to
address the course maintenance deficiencies. As of June 2024, Tyson / ZTM have not
responded to PenMet Parks’ requests for a copy of the inspection results or provided a
plan ’rolodé:lress course concerns that have been identified for over six months but remain
unresolved.

* May 2024: Deficiencies remain unresolved in recent site inspection. Tyson conducted a
site inspection and reported numerous concerns with the condition of the course. The
majority of the concerns are the same unresolved issues that were identified in the
October 2023 report, but not corrected during the off-season.
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Comprehensive Facility Assessment

* PenMet Parks engaged the National Golf Foundation to conduct a comprehensive
assessment of Madrona Links Golf Course. The findings will inform needed maintenance,
repairs and improvements at the course and evaluate future management and operating
models as the 50-year lease expiration approachesin 2028.

* The scope of the assessment includes:

* Physical condition

Needed maintenance, repair and improvements

Maintenance and repair standards

Operating profile

* Market environment

* Economic potential




Comprehensive Facility Assessment

* Madrona Links Golf Course is a nice facility in a pleasant setting with a good location.

« Butitis notin good condition due to several factors:
« Some are not controllable.
« Some are controllable.

* Madrona Links Golf Course has a unique operating structure with several leases and
subleases.

» Alot of money is going to leases and lessees - not enough money is going back into the
property.

* It’'s approximately 94 acres, which is small for an 18-hole course (120 acres is standard).

* Tree cover impacts golf play, cart paths, and turf health.
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Madrona Links GC
Recommended Investments — by Type

High Priority Capital Investments Inputs Estinl:::: EstirI:lLEIt:
Cart Paths (asphalt) 9,000If at $70 - $80/f 630,000 720,000
Drainage Enhancement Lump Sum 200,000 250,000
Tree Trimming, Thinning & Removal Lump Sum P 200,000 250,000
Pond Repairs LIEdging. ahd ”E“é,'l'g'gg g?srfzz ???fr’fﬁf”“ @ 264,000 396,000
Clubhouse Enhancement 5,400sf @ $50-$75/5F 270,000 405,000
Maint. Building Upgrade 2.400sf @ $5@»$75.st - 120,000 180,000
MNew Equipment (over 4 years) Lurn;;fﬁ,ﬁijm y 100,000 150,000
Grand Total of High Priority Projects $1,784,000 $2,351,000

A - H Low High
Lower Priority Capital Investments Inputs «;ﬁ Estim:ta Estimz?ta
New Irrigation System A a“msat $3r?e?f:gu”rf;ggf:}a”e b $2,975,000 |  $3,400,000
Greens Renovation ;19 US@‘-\ Green@ (95,000sf) at $8-510/ sf $760,000 $950,000
Tee Improvements ¢ i_'j; .4 15.000sf @ $6-$8.00/sf 90,000 120,000
Bunker Renovation A ;ﬁ ID $12 000 per bunker over 4 years 300,000 360,000
Patio Expansion ¥ N Lump Sum 150,000 200,000
Grand Total of Low Priority Prﬁts ‘ "' $4,275,000 |  $5,030,000
Grand Total of Capital Projects ‘ l $6,059,000 |  $7,381,000

All figures are NGF Consulting estimates based on!

ar projects completed in the region in the last 3 years that have been provided to allow for

preliminary planning. These amounts may or may not reflect actual costs for Madrona Links GC, and the District should engage appropriate research to
cost out specific projects. cy= Cubic Yard; If = linear feet; sf= Square Feel; Ac = Acre




Recent operational performance

* There has been arecent boom in golf (covid bump). Play is up nationally and locally, AND
at Madrona Links Golf Course (at or above 40,000 rounds during the last few years).

« $1.77 million in gross revenue reported in 2023 (w/o food and beverage).

* That is enough revenue to properly support this golf operation, if the money was properly
invested into the property.




Madrona Links Golf Course
Summary of Performance (2019 - 2023)

2019 2020* 2021 2022 2023
Total Facility Rounds 29,891 31,465 41,704 38,561 42,659
Revenue
Golf Fee Revenue $982.266 $1,232,902 | $1,371,433 $1,297,532 | $1,523,483
Ancillary Revenue 150,229 170,896 215,189 294 339 246,670
Total Revenue $1,132,495 $1,403,798 | $1,586,622 $1,591,871 $1,770,153
Total Rev/Round $31.19 $37.52 $36.29 $42.13 $44.83
Total Direct Cost of Sales (COS) 87,101 105,982 127,944 146,097 190,777
Gross Margin $1,045,394 $1,297,816 | $1,458,678 $1,445,774 $1,579,376
Operating Expenses
Total Labor Expense $370,149 $387,281 $447 157 $492 811 $495,083
Total Non-Labor Expense 472,125 477,396 630,133 641,365
Total Expenses $842,274 $864,677 $1,122,944 $1,136,448
Operating Income (Loss) $203,120 $433,139 $448 471 "322,33[! $442 928
Other Expense & e v
Interest $4,088 51448, 451,083 S0 $6,853
Property Taxes 5,935 8379 7,818 7,701 13,754
Other Taxes 4,963 | ¢ 10,000 | ", 6,805 2,680 43,271
Other (rest., leases, capital, etc.) o| T\ TBog,| 88,172 74,434 109,427
Depreciation 26,975 \ W oo 0 0 0
Total Other Expenses 1,961 $39,502 $53,878 $84,815 $173,305
Net After Other Items (Loss) 39%3? $394,593 $238,015 $269,623

Source: Stutsman Enterprises, Inc.
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Madrona Links
Revenue vs. Expense (2019-2023)

$1,770,153
51,586,622  $1,591,871

51,403,798

$1,132,495 $1,122,944  $1,136,448

51,010,207
$842,274 5864,677
= T0fal Revenue

= Total Operator Golf Expenses

2019 2020 2021 2022 2023




NGF recommendations

Commit to catching up on deferred maintenance (require tenant to complete).

Begin planning for the current lease expiration in 2028.

Make modest adjustments in pricing for 2024 and 2025.

Increase the focus on new player development, beginner programs, junior, young adult,
etc.
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Next steps

* Incorporate Board feedback into assessment, then finalize and publish the report which
will be provided to the public.

» Take appropriate actions with current tenant to fulfill its obligations to meet contractual
requirements to operate the course in a “good, prudent, and businesslike manner” and
maintain the course in “good condition and repair,” including capital and maintenance
investments required due to the original course construction and to catch up with overdue
maintenance and repairs through 2028.

* Use the results of the assessment to inform decision-making to operate and maintain
Madrona Links Golf Course to meet the expectations of our community.

* Take steps to plan for the continued operation of the golf course after the expiration of
the current operating lease in 2028.




More information and updates

The finalized report and Madrona Links Golf Course
updates will be posted at:
penmetparks.org/madrona-links-golf-course

Frequently asked questions are available at:
penmetparks.org/madrona-links-faq

Email info@penmetparks.org for more information
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