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TOWN OF  
APPLE VALLEY, CALIFORNIA 

 
AGENDA MATTER 

 
 
Subject Item: 
 
APPLE VALLEY GOLF COURSE INFORMATION REQUEST 
  

Summary Statement:  
 
During presentation of the funding options for purchase of the Apple Valley Golf 
Course, Councilmember Stanton requested additional information related to the 
golf course and golf course operations.  A copy of that request is attached 
(Attachment 1).   
 
First and foremost, Council should note that it has been provided with all costs 
and fees for operation of the golf course, and are now provided that information 
regularly in your Council agenda packet. Attached are copies of the Fiscal Year 
2011-12 Proposed Budget for the Golf Course Fund, Golf Course Fund Account 
Details report, and a fiscal year-to-date Schedule of Revenues, Expenditures and 
Changes including details of the golf course grounds expenditures as of April 30 
(Attachments 2-4).      
 

 (continued) 
 
 
 
 
 
 
 
 
 
 
Recommended Action:  
 
Receive and file report.   
 
 
 
Proposed by: Marc Puckett, Director of Finance                           Item Number________ 
 
T. M. Approval:                                                                Budgeted Item   Yes    No   N/A 
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In addition, copies of a current fiscal year-to-date (11 months ended through May 
31) General Ledger Trial Balance, Revenue Status Report and Expenditure 
Status Report (Attachments 5-7) are attached for Council’s information. 
 
With respect to questions related to projecting expenditures for operation of the 
course on a “go-forward” basis, an assumption has to first be made that the 
Town closes escrow and assumes ownership control of the course.  Applying the 
“prudent man” standard, closing escrow and assuming ownership control of the 
course seems to be the most prudent course of action since the Town will gain 
control of approximately $4.3 million worth of assets ($2.9 million, water rights, 
$1.4 million, land) in exchange for $1.4 million to pay off the two outstanding 
loans at Desert Community Bank. 
 
Once the Town assumes ownership control of the course, actions can be taken 
to immediately reduce the current operating deficit.  Reasonable assumptions 
can then also be made for future revenue.  The Town’s ability to fully develop a 
business plan for future operation of the course has been hindered by the 
uncertainty surrounding closing escrow on the purchase of the course and pay-
off of the two outstanding debt obligations the Town has agreed to pay. 
 
There were many cost-cutting/revenue generating strategies outlined in the 
Apple Valley Golf Course Task Force recommendations to Council on April 13, 
2010 (Attachment 8).  Some of these recommendations have been implemented. 
Others are awaiting the Town’s acquisition of the course prior to implementation.    
 
Currently, per the proposed fiscal year budget document, the town anticipates 
receiving revenues of $809,400, appropriating $1,415,860 for operation of the 
course which results in a current operating deficit of $606,000.  The budget 
assumes that the two outstanding loans to Desert Community Bank have been 
paid off.  Therefore, no debt service expenditures for the loans are reflected in 
the budget.  The current deficit may be reduced by a number of cost cutting 
measures that cannot be implemented until the Town owns the course.   
 
The Town may make an immediate change in some operating line items.   For 
example, the management company, Landmark Golf, is paid more than $83,000 
as a management fee in addition to all expenses that the Town pays for 
operation of the Golf Course.  The management fee can immediately be 
renegotiated once the Town closes on the purchase of the course thus saving 
resources and further reducing the projected deficit.  Another potential area of 
cost reductions that may be explored is the phone utility bill.  Currently, the Town  
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pays over $12,000 for phone service in the club house, cell phone service, and 
internet access in the clubhouse. Cost cutting opportunities exist, once escrow 
closes, to significantly reduce the irrigated turf areas of the course. Reducing the 
area of irrigated turf will directly reduce power purchasing expenses and the 
quantity of water required to adequately irrigate the course for play. This will 
allow the irrigation of the golf course to occur within the “ramped down” free 
production allowance for water rights. There are many similar opportunities to cut 
costs that can only be achieved once escrow closes.   
 
Some larger pending capital expenditures may be avoided altogether such as the 
repair of the well.  VVWRA has suggested the possibility of sinking the well on 
behalf of the Town at no cost to the Town as part of their capital spending 
program associated with the construction of the Apple Valley sub-regional 
treatment facility.   Listed below are some ideas that have been put forward to 
reduce the FY2011-12 current operating deficit for the course. 
 
 
(Continued)   
 

Current Operating Deficit – FY2011-12                           $606,460 

Cost-cutting strategy:  

Elimination of expense for water purchases (due to 
VVWRA Proposal) 

                          $280,000 

Increased Green Fees Revenue due to increased 
Rounds played (Hesperia’s course may close) and 
re-introduction of course as AVGC.  

 
           $20,000 - $60,000 

Reduction in Cell Phone/Phone/Internet Charges                               $6,000 

Renegotiate Management Contract            $40,000 - $60,000 

Sub-lease clubhouse space to restaurant            $10,000 - $20,000 

20% Reduction in Turf Maintenance on golf course            $30,000 – $40,000 

Location of cell tower            $35,000 - $60,000 

Resume (lease) operation of Pro Shop            $20,000 - $60,000 

Resume (lease) operation of concessions                             $30,000 

Renegotiate existing lease agreements                             $20,000 

Increase revenue due to lease of water rights                           $250,000 

Possible cost savings        $741,000 - $886,000 

   
The potential cost savings measures identified above are not intended to be an 
exhaustive list but rather a sampling of the type of strategies that may be 
employed to reduce the current operating deficit in the Golf Course Fund.     
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As with every Town asset, the Town would need to properly budget for the 
maintenance, repair, or replacement of capital improvements. There are other 
capital expenditures that may be identified such as demolition and conversion of 
the pool area to a patio. No cost estimate is currently available for this project.   
 
Assuming that a decision is made by Council to proceed with closing escrow on 
the golf course, staff would recommend that Council immediately proceed to do 
the following: 
 

1) Approve the funding source to close escrow on the golf course as 
proposed.  

2) Establish a maximum operating period of one year (or?)to determine if, in 
fact, the golf course can reach break even.  (At the conclusion of this trial 
period, if the golf course has not achieved “break even,” then proceed to 
shut down the course, sell the water rights and sell the land.     

3)  Initiate a capital asset condition assessment of all capital assets at the 
golf course.  Determine if any capital assets are in need of replacement or 
can be deferred during trial operating period.                                                                                                                                                                                                                                                                                                                                                                                                             

4) Proceed to implement all cost-cutting measures ASAP.   
 
With respect to the recommendation to fund the closing by selling the water 
rights to the Wastewater Fund for their appraised value of $2.9 million, please 
note that this asset will appreciate over time.  Also, due to the infrequency of 
water rights being sold into the market, there is some expectation that if the water 
rights were sold they would sell at a significant premium which would accrue to 
the benefit of the Wastewater Fund. Further, the Golf Course Fund has an 
accumulated deficit of over $3 million.  This option allows the Town the benefit of 
almost completely eliminating the deficit in the Golf Course Fund via an 
accounting entry which is completely within the guidelines of Generally Accepted 
Accounting Principles (GAAP).   
 
If this transfer is not performed and the golf course is closed, the accumulated 
fund deficit would be transferred back into the General Fund where it would offset 
over $3 million in available fund balance that would otherwise be available for 
general government purposes.  The General Fund fund balance would be 
severely impacted by this action.    
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The attached financial summaries fully disclose the financial condition of the Golf 
Course Fund.  These reports are all a matter of public record and are available at 
any time to members of Council or the public.   
 
 
Attachments: 
 

1) Letter from Councilmember Stanton to Town Manager. 
2) Fiscal Year 2011-12 Proposed Budget – Golf Course Fund. 
3) Golf Course Fund Account Details. 
4) Golf Course Fund Schedule of Revenues, Expenditures and Changes. 
5) Golf Course Fund Trial Balance as of May 31, 2011. 
6) Golf Course Fund Revenue Status Report as of May 31, 2011. 
7) Golf Course Fund Expenditure Status Report as of May 31, 2011. 
8) AVCC Task Force Committee Recommendations. 
9) LGM – Apple Valley Concessions Profit and Loss Statement through May, 

2011.  
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