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TO:

FROM:

SUBJECT:

CHAIR AND MEMBERS
COMMUNITY SERVICES COMMITTEE
MEETING ON DECEMBER 19, 2011
WILLIAM C. COXHEAD
DIRECTOR OF PARKS & RECREATION
COMMUNITY SERVICES DEPARTMENT
MUNICIPAL GOLF – USE OF THIRD
PARTY RE-SELLERS OF T-TIMES

RECOMMENDATION
That, on the recommendation of the Director of Parks & Recreation, with the concurrence of the
Executive Director of Community Services, the following report BE RECEIVED for information
purposes.
PREVIOUS REPORTS PERTINENT TO THIS MATTER
Community & Neighbourhood Committee
November 1, 2011
London’s Municipal Golf System 2011 Financial Performance
Update and 2012 Business Plan Recommendation

BACKGROUND
On November 1, 2011, an update on the London municipal golf system financial performance
report was submitted. The report also advised that staff would be reporting on the merits of two
proposals submitted by The London Golf Club and London Golf Trails to enter into agreements
which would allow their membership to golf at the Municipal golf courses. This report addresses
these proposals.
A brief synopsis of the proposals are noted below:
London Golf Club (LGC)
The London Golf Club is designed for London and area golfers who like to play a variety of
courses at reduced rates. They are currently partnered with several golf courses in the area to
provide a golf service that arranges for tee times at the member courses and offers
opportunities for their members to access golf at different courses through a variety of
membership options. The London Golf Club’s proposal provides a preseason lump sum
payment to the City of London to sell 90 membership “spots” to LGC. (See Appendix ‘A’)
London Golf Trail (LGT)
London Golf Trail is a division of Golf Trails Inc., powered by software developed by Tee-On
Golf Systems. In association with London Golf Trail, 21 local area golf courses have come
together to offer London and Area golfers a trail pass, which will allow golfers to save up to 40%
at participating golf courses. The LGT was formed to give back marketing, financial and
administrative control of the re-selling market back to the actual golf courses. The LGT allows
courses to set their own price point, vote on Trail policies and share in Trail profits. (See
Appendix ‘B’)
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Municipal staff continues to be concerned about the impact of third part re-sellers
(purchase of Tee times to be resold to others) on the golf operations in the short and long term.
Our concerns were centred on a number of key concerns/risks which included:
• Alerts from the National Golf Course Owners Association on the pitfalls of third party resellers
• Allure of new (easy) revenue in the short term and the potential erosion of existing and
future revenues in the short, medium and long term exceeding the initial benefit of the
original revenue infusion resulting in:
o Erosion of our loyal membership to the third party and associated revenue losses
o Displacement of existing Green fee players and membership players from time
slots which are already utilized
o Inability to give our members the best value.
o Accountability
o Independence of rate setting
o Artificially low rates becoming the normal practice which affects sustainability
We engaged the assistance of Price Waterhouse Cooper (PWC) to assist management in
determining the risks/ rewards and potential financial impacts were if we were to chose either of
the two proposals or remain independent as a Municipal system of five golf courses.
The National Golf course Owners have provided the following advice regarding third party
resellers:
In response to widespread concerns expressed by Canadian golf course
operators regarding the role of 3rd party tee time resellers, the NGCOA has
established the following position”:
i)
For the purposes of this Position Statement, a 3rd Party Tee Time
Reseller is defined as an entity other than the Golf Course itself that is in
the business of provided sales and distribution of tee times, memberships
and related services to golfers through intermediary websites or other
marketing channels not owned by the Golf Course
ii)
Golf Courses should promote as much sales as possible directly through
their own websites, pro shops or call centres.
iii)
If working with a 3rd Party Tee Time Reseller, Golf Courses should design
marketing plans that position these Resellers as supporting strategies
only, intended to drive incremental business and fill soft demand periods.
iv)
Golf Courses opting to work with 3rd Party Resellers should protect
themselves by managing those business relationships according to the
Best Practices
Price Waterhouse Cooper has provided the following analysis and advice:
Executive Summary
The City of London has engaged PwC to perform an analysis of two proposals
received by management of the City in relation to the upcoming 2012 golf season
from two golf re-sellers, LGC and LGT. The detailed report is attached to this
summary, including the objectives, scope and assumptions underlying our
analysis. (SEE APPENDIX ‘D’ for full report)This executive summary should not
be read without referring to the supporting analysis, objectives, scope and
assumptions that have been provided in the detailed report and may not be
appropriate for the reader’s purposes.
LGC proposal
For the City, under a fixed membership fee currently proposed by LGC, the best
case scenario results in additional revenue to the City of $180,000, which
assumes that no cannibalization of existing city membership/fees occurs. This
best case scenario can be improved in the case that the City negotiates
membership fees based on a lower fixed basis and a variable component,
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assuming that LGC members play in excess of 9,000 rounds on City courses and
again that no cannibalization of existing City membership/fees occurs. The worst
case scenario results where there is significant cannibalization (i.e. in excess of
10%) of existing City of London unlimited and regular memberships. Where that
occurs, the net impact on City revenues could be a negative outcome of
approximately $350,000 or worse if cannibalization reaches 40% or higher.
LGT proposal
Under the LGT proposal, assuming a price point is selected of 1 for the Hickory
9, 2 for River Road and Fanshawe Quarry, and 3 for Thames Valley Classic and
Fanshawe Traditional, the best case scenario results in additional revenues to
the City of approximately $420,000. This assumes that all available City course
time slots for LGT members are utilized and that this revenue is purely
incremental, i.e. no revenue is lost from existing members and guests. The worst
case scenario results where there is significant cannibalization of existing City of
London unlimited and regular memberships, with no corresponding uptake of
rounds by LGT members. Where that occurs, the net impact on City revenues
could be a negative outcome of approximately $530,000 or worse if
cannibalization reaches 40% or higher.
There are also a number of qualitative factors and risks to consider for both
proposals, including the expected level of cannibalization which is difficult to
quantify, controls at the point of sale and over reporting back from either
LGC/LGT that impacts City revenues, the contract that the City will enter into,
and the ability to restrict the time slots in which LGC or LGT members can play.
The City also has the option of not entering into an arrangement with either
LGC or LGT. Although this option does still come with some risk due to potential
lost membership base to LGC and LGT, it is likely the lowest risk option. It is
our understanding through discussion with City management that 2011 was a
historically lower round year in terms of membership base and rounds played
due to the poor spring weather, and that volume of rounds is expected to improve
under the current model for 2012.
CONCLUSION
Price Waterhouse Cooper has concluded that there are significant financial risks and have
provided data to show that erosion of membership or in their terms “cannibalization and
membership swapping” of our members is a valid and likely outcome. It is however difficult to
determine the magnitude and timing of the revenue losses due to cannibalization of our
members over time. There are several scenarios and options to the proposals that were
assessed in the attached review. The most likely and/or most reasonable scenarios that would
be chosen for their potential financial reward still carry an unreasonable amount of risk if even a
small percentage of members leave the City of London system. It’s is important to note that the
cannibalization of only 13.3 % negates the entire initial benefit of $180,000 of upfront money in
one proposal and similarly 0 to 30 % of membership swapping negates the entire benefit of
revenue at the end of the season in the other. PwC advises that it is unlikely that no current
members of the municipal system will move to the LGT or LGC. The other key deterrent is the
fact that full paying green fee players will also be displaced by discounted rate “Golf Club” or
“Trail” members.
The NGCOA and PwC both believe the best opportunity to work with 3rd party re-sellers is as
supporting strategies only to help fill underutilized tee times that exist daily. Administration will
continue to pursue opportunities to work with 3rd party re-sellers and evaluate each proposal on
its merits of revenue generation, mass marketing, tourism and contribution to the long term
sustainability of the municipal golf system.
Administration has evaluated the proposals in this context and in addition considered:
•

the significant efforts in 2011 to improve the customer experience, increase participation

Agenda Item #

Page #

□□
•
•
•

and increase revenue from all sources
The fact that we already have a system of golf with a variety of golf experiences over 5
golf courses.
That there are risks of cannibalizing and displacing existing revenue streams that can
negate the benefit of upfront or post season payments
There are administrative concerns with reporting and processes involved with shared
revenue in the “trail” proposal

Administration is not recommending entering into an agreement with either of the
proponents of the two proposals evaluated. The risk/reward analysis from PwC reveals too
great a risk to enter into an agreement at this time. The potential negative impact on our
membership base, our current business strategies, financial practices, advertising, and the
appearance of business alliances in the local golf market are too high. The potential risks both
financially and philosophically outweigh the potential gains of entering into agreements with
either of the current re-seller proposals.
The City of London golf properties currently offer many of the advantages proposed by the third
party re-sellers by having a variety of membership options and diverse golf course offerings that
include a full spectrum of golfing experiences from the accessible Parkside Nine to the
championship layout of the historic Thames Valley Classic.
The Municipal Golf System continues to show strong signs of improvement with the fall season
resulting in a continued increase in number of rounds played over 2010. The strategies and
goals in the 2011/12 Golf Business Plan, developed in cooperation with the Golf Task Force,
are realistic and promote our goals and mandate to increase participation, generate revenue
and improve the golf experience. We look forward to maintaining the momentum as we turn the
curve. Introduction of any strategies that involve immeasurable risk at this time may undo the
positive work completed to date or in the future and may jeopardize the sustainability of the
municipal golf system.
Municipal golf at its core exists to ensure there is an affordable and accessible option for
residents to enjoy the recreational and social advantages the game of golf has to offer.
Partnering with several, if not most of the golf properties in the area may have the appearance
of artificially establishing market rates.

SUBMITTED BY:

SCOTT STAFFORD, DIVISION MANAGER,
PARKS & COMMUNITY SPORTS
DEPARTMENT OF COMMUNITY SERVICES
RECOMMENDED BY:

CONCURRED BY:

WILLIAM C. COXHEAD
DIRECTOR OF PARKS & RECREATION
DEPARTMENT OF COMMUNITY SERVICES

ROSS L. FAIR
EXECUTIVE DIRECTOR
DEPARTMENT OF COMMUNITY
SERVICES

c

Chirag Shah, PwC
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APPENDIX ‘A’
LONDON GOLF CLUB PROPOSAL
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APPENDIX ‘B’
LONDON GOLF TRAIL PROPOSAL
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APPENDIX ‘C’
NGCOA Official Position Statement re: 3rd Party Tee Time Resellers
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APPENDIX ‘D’
PwC Report
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