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8. Proposal Financing. this section should inchude u deveionment budget and o 10 vear pro
forma {operating budget] analysis and other financial information for the proposal The financiul
propasal must be submitted in separate, scaled envelope. Included the anticipated ime
schedule to assembie needed financial commitments, types of financing expected, and letters of
interest from banks or other sources if construction/renovation of existing recreational facilities js

part of the proposal.

Phase | Financing — approximately $40,000. This would be funded from Miles of Golf operating
funds. There would be no financing.

Phase il Financing — approximately $250,000. it is anticipated that this would be funded from
either a bank term loan, from Miles of Golf investors, or both. If is anficipated this funding

would take 90 days.

See Appendix I. Capital Expenditures.
See Appendix 1. Financiais

11. Financial Return to The City. 7he proposal must demonstrate a financial benefit to The
City taking into consideration golf operations, pro-shop operations, food and drink concessions,
sale of merchandise, instructional programs, and off-season recreational activities. Preferences
will be given to proposais that recognize.and baiance the financial and operational risks and
rewards between The City and Respondent. The City desires g long-term sustainable operation.
Preferences will be given to realistic assumptions toward achieving this end. Financial proposal
must be submitted in o separate sealed znvelope.

Phase I. Huron Hills continues to operate as an 18 hole golf course. The current maintenance
building and clubhouse receive landscaping and upgrades to improve appearance and cart paths
are improved. This phase would begin as soon as practically possible.

Our analysis indicates that Miles of Golf can operate Huron Hilis at roughly a breakeven, which is
a $250,000-$300,000 improvement over the current operation. This assurmes the equipment
currently at Huron Hills remains with the golf course and assumes the buildings and irrigation
systems do not require significant maintenance or upgrades.

The City has indicated that the “living wage” does not apply to summer part-time staff which is
usually comprised of students. The current part-time summer staff at both city golf courses are
exempt from the “living wage” provision. If summer part-time staff is nat exempt for Miles of
Golf, the “roughly breakeven” becomes a $30,000 deficit.

Our analysis indicates to us that over the long term, the current format for Huron Hills is not
sustainable without some subsidy or without changing the format. Phase It implements a



format change which should make the Huren Hills goif center self-sustaining and generate 5
return for The City. During Phase |, Miles at Golf will operate Huron Hills atits own risk with
this exception: If summer staft is not exempt from the living wage pravision, there needs to be

discussions an handling the deflicit.

'f the golf course is more successful than anticipated, Miles of Golf would share that success
with The City. With an agreed COLA adjustment, ten percent of reventues in excess of 5575,000
would be paid to The City. If, after a good faith effort , the golf course jeopardizes the success of
The City and Miles of Golf partnership, there needs to be 3 mechanism to deal with this

autcome.

Capital Improvement Estimates. These improvements to he paid for and completed by Miles of
Golf:

estimates
1. Cart paths 55,000
2. Landscaping and building improvements 535,000
Total 540,000 \

Phase Il. Miles of Golf moves its golf center to the first 7 holes of Huron Hills and operates the
golf course as a 9 hole course. The maintenance building and clubhouse remain. it is
anticipated that this phase will be completed in a 3-5 year time period.

With a 20 year agreement, the capital to build the golf center at Huron Hills most likely needs to
be funded by The City with taxable bonds. Outside funding generally requires a 30-40 year
dagreement, Alternative financing would continue to be pursued, but our proposal would
commit The City to funding the golf center. The payments to The City would cover the cost of
the improvements plus additional monies paid to The City. The additional amount paid by Miles
of Golf is a function of The City’s net interest rate with the lower the net interest rate the larger
the spread between the bond payments and the amount received from Miles of Golf. Miles of
Golf will limit The City’s commitment to the project to $3,250,000 with an upward annual COLA
adjustment from the date of the dgreement until construction is complete. To minimize The
City’s risk, Miles of Golf will pay The City $250,000 at the start of Phase Il to be amortized over
the life of the project. Appendix I is a line item list of capital expenditures.

The formula for computing the spread between Miles of Golf payments to The City and The
City’s cost of borrowing follows. Once the bond rate is set, The City would know the 20 year

bayout from Miles of Golf.



Miles of Gol Payments to The City: ™

City Bond Rate
20 year
amortization

3.0%

Miles Payment to The City

20 year
amortization

yrs 1-5
yrs 6-10
yrs 11-15
yrs 16-20

5.0%
6.0%
7.0%
8.0%

4.0% 5.0% 6.0% 7.0%**

5.5% 6.0% 6.5% 7.0%
6.5% 7.0% 7.5% 7.5%
7.5% 8.0% 8.0% 8.0%
8.5% 9.0% 9.0% 9.0%

+* At an interest rate above 7%, the project becomes questionable and would reguire
further discussions between The City and Miles of Golf on the feasibility of the project.

*There are formulas for each 5 year increment that will compute Miles payments for

hond rates that are fractions of percents.

For illustrative purposes, here is an outcome if Phase Il were funded today. It appears that the
City could issue taxable Build America Bonds for the Huron Hills expansion. Interest rates for
these bonds are currently in the 4-5% range. Assuming the bond was for $3,000,000
{$3,250,000 project cost minus $250,000 Miles payment}, the City would receive the following

returns:

Years 1-5
Years 6-10
Years 11-15
Years 16-20

Total

City Return
@ 4% int.
on bond

147,433
251,267
359,303
471,317

1,229,320

City Return
@5% int.
on bond

101,656
207,618
317,672
431,586

1,058,532

issues to be discussed are the funding costs during construction and the un-amortized balance
of the $250,000 Miles of Golf paid the City at the termination of the agreement.

3



Phase lil. The mainienance building and clubhouse are remaoved. A new maintenance Guitding is
built north and west of the golf shop. A new golf course clubhouse is built on the golf course.

Expanded food and beverage options are explored.

Phase Hl is optional and would be subject to future negotiations hetween The City and Miles of

Golf.



Appendix |. Capital Expenditures

Phase | Phase il
Golf Center
Construction Costs
Golf Shop 945,000
Teaching Academy Studios (5} 183,750
Club Testing Studios (3] 110,250
Parking, driveways, lighting w/o curbs 250,000
Practice Area 177,500
Tees Shelters 407,000
Range Ball Processing Building 65,000
Detention Pond 50,000
Site work, landscaping 35,000
Signage 30,000
Utility hook up
water 69,315
sanitary sewer 27,530
storm sewer 25,000
gas 4,520
electric, phone, and TV 16,272
Utilities Total 142,637
Construction Cost Sub-Total 2,396,137
Plan/Design/Test/Proj.Mgmt {20%]} 479,227
Miscellaneous
Move from Carpenter Road to Huron Hills 30,000
Contingency (10%) 287,536
“t¢. 7 Capitalized Interest on loan fees 50,000
o 2 Capitalized Construction Loan 6,094
Miscellaneous Sub-Total 373,630
TOTAL GOLF CENTER COST 3,248,995
Golf Course
cart paths 5,000
landscaping and bldg improvements 35,000
Project cost Sub-total -
Contingency {10%) 4,000 -

Total Golf Course Cost 44,000



20. Appendix J. Financials*

Miles of Golf Financial Data 2008-2010

Sales
Expenses

Earnings

Current Assets

Fixed Assels

Other Assets
Current Liabilities
Long Term Liabilities

Shareholder Equity

*Miles of Golf financials are reviewed by Rogow & Loney, CPSs.

2008
3,628,711
3,591,068

37,643

1,253,861
716,832
129,943
982,445
450,214

667,977

2009
3,561,549
3,507,565

53,884

1,076,457
712,021
136,531
868,086
335,102

721,861

2010
3,731,076
3,698,524

32,552

918,057
688,126
228,744
732,363
294,151

808,413
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