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Club Benchmarking Background

« Company Founder was a private club Board member for 10 years and President for three.
Club Benchmarking is based in Boston, MA and has a team of 40 people.

* Providing data analytics and financial analysis to the private club industry since 2009

« Data from +/- 1,000 clubs per year in 49 states, 5 Canadian Provinces, ranging in revenue
from $300,000 to $125 Million. Residential Community Clubs comprise 20% of the
database and 20% is clubs without golf (Yacht, City/Athletic, Tennis/Sports).

« Continuous study of what drives financial sustainability and success in private clubs

» Nationally recognized experts in club finance and business intelligence

o Benchmarking platforms for annual finance & operations, compensation & benefits,
policies & procedures and the Strategic Monthly Dashboard

Integration of real estate and demographic data

Industry leaders in capital reserve studies

Capital Strategies Modeling platform

Member Motivation, Attachment & Loyalty Benchmarking

Employee Engagement Benchmarking

O O O O O
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Context

» The club industry is a fragmented, cottage industry where best practices
disseminate slowly, if at all

» It would be impossible to understand the industry by studying only one or a few
clubs

« We are all trying to LEARN from each other

CONTEXT is REQUIRED
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Shun Change - Stagnant
25% Shrinking

1.Too few members as a result of
weak member experience

2.Narrow breadth of lackluster
services and amenities

3.Weak Balance Sheet
a.Declining Net Worth

b.Significant deferred capital
investment

c.Lack of adequate cash reserves

4.0Operational Governance over
Strategic Governance

5.Members think like Customers,
not like Owners

Evolving Slowly

50% Sideways - Moderate Growth

1.Barely adequate to adequate number
of members.

2.Lackluster to above average services
and amenities.

3. verage Balance Sheet

a.Net YWorth flat fo slight growth in
real dollars

b.Significant to slightly deférred
capital investment

c.Some cash reserv..

4.Bounce between Operational and
Strategic Governance

5.Mix of members who think like
Customers and like Owners

f.‘

Embrace Change - Dynamic

25% Growing Purposefully

1.Full Membership Roster

2.Compelling member experience with
broad array of services
and amenities

3.Strong Balance Sheet
a.Net Worth growing > 5% CAGR
b.Fresh and up to date asset base
c. Adequate cash reserves
4.Focus of Governance is on making

the club better (can still be stuck in
Operational Governance at times)

5.Most members think like Owners
and take pride
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Why?

« Misunderstanding of the drivers of financial success.

« Overemphasis of focus on the financial outcome resulting from the Operating Ledger and
Operations. Lack of emphasis and focus on the Capital Ledger and Balance Sheet.
Lack of forward-looking capital planning combined with inadequate organic capital
generation.

« Confusion about competitive market dynamics....do clubs compete on the price they
charge or the experience they offer?

» Club culture that veers towards members acting as customers instead of acting as
Owners and Stewards
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TFf they were curious,
they wounld’'ve asked questions..”

Be curious... not judgmental.



“"Without data
you re just
another person
with an opinion.”

W. Edwards Deming,
pData S
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The Two Prevailing Perspectives
The Tension of Opposites

Efficiency View Make This Place Great View

1. Don'’t raise dues — if the club is too 1. Let’s make this club great.

expensive, we won't get members. 2. | am willing to pay for the services and

2. We need to be “efficient.” amenities | want and the quality of service |

Don’t lose money in F&B. would like.

3. Don’t go crazy and double the cost of

4. Ultimately —a price over value view. belonging over night but | will invest to
make the club stronger.
4. Ultimately — a value over price view.
&HMARKING
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The Framework: Club Benchmarking Financial Insight Model

Operating Ledger ~ Income Statement it | edger

Revenue Total Capital Income

(Dues, F&B, Ancillary Departments) (Initiation, Capital Dues/Assessments, Investment Income)

Gross Profit Adjust for Net Operating Result

(Net of Direct Cost to Produce Revenue
including COGS and Labor) Subtract Lease Expenses

!

-
Fixed Operating Expenses @Available CapiE

* General & Administrative
l Net Available Capital = EBTDA

’ Buildings Maintenance & Operation Amount available for Capital Investment,
* Fixed Charges Debt Reduction and Increasing Reserves
*» Golf Operations Labor

» Course Maintenance Expense
» Sports, Recreation, Youth

Subtract Depreciation

@nge in Net W@

@Operating R@ Net Worth should increase at least
3.5% per year
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Business Model Context

 The sources and uses of
money are common —
independent of location, Sources of Money Uses of Money

scale or quality Overhead (G&A, Buildings

* The Key Performance g> Operating Dues Operation, Fixed Charges)
Indicators don'’t vary based = _ N
on location, scale or quality £ Ancilary Fees (F&B, Services & Amenities (Golf

®  Rooms, User Fees, Guest and/or Yachting, Non-Golf

« Circumstances may have an @) Fees, Minimums, etc.) Sports & Recreation, Education,
effect, but CHOICES are the Spa & Wellness, Other)
primary DRIVER of
Financial Outcomes — | Initiation Fess. Recurr Asset Maintenance and

_ = nitiation Fees, Recurring Replacement

* Your CU'“_Jre may be unique, "g_ Capital Dues, Assessments, P
]E?Ut yO}JrI Zn.anmal moh?gl_rand S Sale of Assets, Other Asset Expansion - Increased
Inancial drivers are Capacity, Services & Amenities
UNIQUE

T CLUB

BENCHMARKING
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The Critical Concepts




The Critical Financial and Business Model Concepts

1. Clubs compete on the experience they offer, not the price they charge. Members of every club are
responsible for properly funding the club so that it can compete successfully over time.

2. Clubs are high fixed cost businesses — expenses are not “bad.” The operating expenses reflect the
scale of a club’s footprint and the breadth and quality of the member experience.

3. The purpose of the Operating Ledger is to deliver services and amenities to the membership...it is
consumed year-in and year-out by members enjoying the club. It is not the financial driver. The
financial driver is the Capital Ledger.

4. Every club stakeholder should understand the concepts reflected in the most important financial metric
— Net Worth Over Time.

5. Every club stakeholder should understand the story told by the balance sheet and the impact of Net
Worth Over Time on the balance sheet.

© 2022 Club Benchmarking, All Rights Reserved.




The Critical Concepts

Members should understand the key drivers of success in the club industry and
avoid imprinting the knowledge of their own business on the club industry.
Members should understand the difference between an opinion and a fact.

Clubs are high fixed cost businesses — expenses are not “bad.” The operating

expenses reflect the scale of a club’s footprint and the breadth and quality of the
member experience.

. . 4 - -
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The Private Club Financial and Business Model

Total Operating Revenue and Total Capital Income

« Larger clubs tend to
be Green Bucket
clubs, smaller clubs
tend to be Red $20,000,000 —
Bucket clubs.

$25,000,000 —

$23,824,752

$15,000,000 —
« Smaller clubs are
“golf-centric,” and $10,000,000
haven’t evolved their $7.081
offerings of services — | . 16;5 e
and amenities to the T +2015130 QeI
extent of large clubs $1.015.529 T
— Fitness/Wellness, 207 e — e |
Casual Dining’ Smaller Footprint Larger Footprint
Resort Style Pools, Less to Experience More to Experience
etc.
—e— Operating Revenue (94th) Capital Income (75th)
" CLU
g eRRsEn Anywhere CC vs. All Clubs with Golf — 2022 Year End (275 clubs)
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* Clubs with higher
expenses are healthier
overall and lower
expense clubs are
weaker overall.

* Expenses scale with
the footprint and
service standards.

I CL
BENCHMARKING
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The Private Club Financial and Business Model

Total Operating Expenses per Full Member Equivalent

$35,ooo—‘ 300 FMEs 800
330,000—‘
$7,000 Initiation Fee $707000
$25,000— $24|3
$15,000 $14/45
$10,000— /75/%// % Undercapitalized 33%
(Net AC Ratio < 17%)
$5,000 —
40% Net to Gross PP&E Ratio 49%
S0 - 1
25th Percentile Median 75th Percentile
Smaller Footprint Larger Footprint
Less to Experience More to Experience

Anywhere CC vs. All Clubs with Golf — 2022 Year End (275 clubs)




The Never-Ending Debate

Efficigncy

Member Experience

Does not mean Waste is OK
Does not mean spend without abandon
Does not mean don’t ask questions...

Does mean Success over Time isn’t about
Efficiency as a strategic driver

Does mean the club business model isn’t built on
Efficiency — who joins a club because it is efficient?

Does not mean double the Dues overnight

Does mean every club should STRIVE to be the
best version of itself it can be

Does mean we don't let the Experience or our
Assets decay over time in an attempt to “keep dues
low”

Does mean clubs succeed or fail based on the
Experience they offer (or don't)

© 2022 Club Benchmarking, All Rights Reserved.




Perspective
MISSION CLARITY - KEEP IT SIMPLE!

*  We must create, nurture and evolve a Membership Experience thatis SO COMPELLING we have
enough members and are able to charge them the amount necessary to properly fund the club.
|deally, we have excess demand (a wait list in standalone clubs, intense interest in residential
community clubs).

» We also must retain and attract the professional staff necessary to manage delivery of the Member
Experience — and let them manage the club (not the Board, not the Members, not the Committees).

« We must generate enough Obligatory Capital (Maintenance) to be able to consistently re-invest in
our assets so that they are always “fresh and up-to-date” and enough Aspirational Capital (Growth)
to continuously add the new services and amenities necessary to keep pace with an ever-changing
society and the wants of the next generation of member (a family with 42-year-old parents or in
certain residential community clubs a 60-year-old couple).

The Tension of Opposites....
Does our Vision drive our budget?

= CL Or . .
“~BENCHMARKING Does our budget drive our Vision?

© 2022 Club Benchmarking, All Rights Reserved.
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The Critical Concepts

The purpose of the Operating Ledger is to deliver services
and amenities to the membership...it is consumed year-in
and year-out by members enjoying the club. It is not the
financial driver. The financial driver is the Capital Ledger.




* Clubs set income statement to
break-even excluding
depreciation, thus “making it”
the Operating Ledger.

* The purpose of the Operating
Ledger....it is the vehicle for
delivering services & amenities
to members. It is consumed
every year by members
enjoying the club.

* 1t IS NOT a financial driver.
Capital income and capital
investment, and thus, the
Capital Ledger is the financial
driver.

[ gNIEHMARKING
i, b
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30% —

20% —

10% —

-10% —

-20% —

The Financial Model of Clubs

Operating Margin & Capital Income to Revenue

0%

25th Percentile

&

<

Median 75th Percentile

70% Inside BE Zone —

—*— Net Operating Margin (74th) Capital Income to Operating

Revenue (16th)

All Clubs with Golf (893 clubs) Pre-Pandemic




Clubs set income statement to
break-even excluding
depreciation, thus “making it”
the Operating Ledger.

The purpose of the Operating
Ledger....it is the vehicle for
delivering services & amenities
to members. It is consumed
every year by members
enjoying the club.

It IS NOT a financial driver.
Capital income and capital
investment, and thus, the
Capital Ledger is the financial
driver.

© 2022 Club Benchmarking, All Rights Reserved.

The Financial Model of Clubs

Operating Margin & Capital Income to Revenue

60%

70% of clubs hover around break-even.

CB specifies the break-even zone as +/- 4% Operating Margin.

40% —

20% —

0% —

-20%

19%
13% *
13% =

29%
-

B
2% 0%
/’/
éreak-Even Zon>
1
25th Percentile Median 75th Percantile
— 70% Inside BE Zone —
—e— Net Operating Margin (27th) Capital Income to Operating

Revenue (27th)

Anywhere CC vs. All Clubs with Golf — 2022 Year End (275 clubs)




n n
Z Capital Income — Z Depreciation
= k=0

k=0
Assets — Liabilities + Equity
(Unrestricted Net Assets)
All Clubs 74% 34% 66%
Premiere ‘21 75% 24% 76%

Net Property

Plant & Equipment l l l

What We From Others From Members &
Have (Banks) Business (If Ops Surplus)

15% 25%

Cash-to-Assets Ratio [mayr Debt-to-Equity Ratio o0,
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The Critical Concepts

Every club stakeholder should understand the concepts
reflected in the most important financial metric — Net
Worth Over Time.

Every club stakeholder should understand the story told

by the balance sheet and the impact of Net Worth Over
Time on the balance sheet.

d —



 Unrestricted Net Assets = Net Worth or Book Value of the Club

« Club operating ledgers are typically set to break-even. In that
scenario, Capital Income must be greater than depreciation in
order for net worth to increase

Available Capital
Less Than Depreciation

Available Capital
Greater Than Depreciation

Net Worth growth requires incoming members
AND existing members to contribute to capital

© 2022 Club Benchmarking, All Rights Reserved.




Growth of Members’ Equity Drives
the following: 25

20%

Net Worth Over Time: The Most Important Financial Metric

w

Balance Sheet Strength

10%
Investment in Property, Plant & Equipment 5%

0%

Initiation Fee Growth

-5%

Amazon since 2006 = +52.5% “10%

-15%
Macy's since 2006 = -7.8% 20%

-25%

Net Worth Over Time reflects market

-30%

relevance and competitive standing

0%

15%

3.3% Construction Inflation

Anywhprp

21%

e ] e e e ) e o e

_ _& CCV

Premigre 6.2%

/ i 4.7% I
<—/ > i >~ —
1
i
1
1
1
i
1
1
1
-0.4% 2.4% 5.1%
25th Median 75th

|

3.5% CB Recommended

The Capital Ledger is the engine that drives Net Worth Over Time

© 2022 Club Benchmarking, All Rights Reserved.




CA -2% Net Worth Over Time
Country Club of Virginia - Net Worth The Most Important Financial Metric

120,000,000
100,000,000 CAGR 2.1%
40,000,000
80,000,000
35,000,000
60,000,000
30,000,000
40,000,000
25,000,000
20,000,000
20,000,000
FLFLPLP P LTS FL PP 15,000,000
O N S P S S e N P PO I S S : .
Capital Dues drove this increase
10,000,000
Yellow Bucket Club 5,000,000
12,000,000 (o)
CAGR 0.4% )
10,000,000 6,557,401 6.607.594 6,982,947 "
6,506,202 s 6,884,088 FI T I T T I TS L PP
8,000,000 6,473,044 J b Red Bucké’\tcmb'\/ v v v v ] v v Vv Vv % Vv Vv % Vv
- p - & o Y G —
6,000,000 \ 626 201 \ ciags 6897472 \ 8,000,000
4,000,000 s 22 T 7,148,171
6,566,430 . >/169,865
2,000,000 o 6,428,709 6,000,000 4,650,291
B 5,000,000 3,914,570
Y O QO N A4 L L A % O 2,857,540
F QXYY ,857,
F S S S S S | somo
4,828,564 1,901,709
3,000,000
4,375,547
2,000,000 3,520,867 1035437 698 813
1,000,000 2,358,599
1,323,235 30,614 616,220
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Net Worth Over Time
The Most Important Financial Metric

Unrestricted Net Assets per Full Member Equivalent Initiation Fee as a Percentage of Unrestricted Net Assets (per Full Member Equivalent)
$100,000— 500% —
|
$80,000— 400% —
|
$60,000— 300% —
227%
5%
$40,000— 200% —
$20,000— 14 100% — 81
S0+ 0% — 1
25th Percentile Median 75th Percentile 25th Percentile Median 75th Percentile
—o— My Club (65th) —s— My Club (73rd)

Anywhere CC vs. All Clubs with Golf — 2022 Year End (275 clubs)

L&
A&EHMARKING

© 2022 Club Benchmarking, All Rights Reserved.




Club Built 50 Years Ago

P T

Property, Plant

& Equipment
Net to
Gross PPE
Total Cost to Build = $3 Million i
Zero Reinvestment Over Time Ratlo

Gross PPE = S3M (ex. Land)
Accumulated Depreciation = S3M
Net PPE = SO

Net-to-Gross-PPE Ratio = 0%

Condition: Worn and Depleted

© 2022 Club Benchmarking, All Rights Reserved.

Club Built Yesterday

Total Cost to Build = S30 Million

Gross PPE = S30M (ex. Land)
Accumulated Depreciation = SO
Net PPE = S30M

Net to Gross PPE Ratio = 100%

Condition: Brand New




Assets Fresher

—
55% >

Assets Depleted

<39% 40% - 54%

Net PPE to Gross PPE

100%

Initiation Fee $10,000 $25,000 $30,000 $40,000
90%
Turnover 8% 6% 5% 5%
80%
oo Premiere
2021 51%
60% I
50% / " \
40% / Anywhere
n 2/23 55%
0% 2/22 49%
20%
10%

251 Percentile Median 75t Percentile
- 36% 46% 55%
CL (CB Target)
w HMARKING
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Net to Gross PPE Ratio

Net PPE is where a club’s money
ends up

Very accurate and simple test of
physical plant condition

Ratio above median indicates physical
assets fresher & more up to date

Ratio below median indicates physical
assets are older and more worn

The most important and precise
assessment of your club’s physical
plant available is a capital reserve
study which should be conducted by
an objective 3™ party professional
well-versed in clubs




200,000,000 —
150,000,000 —
100,000,000 —

50,000,000 —

0

TCL

Gross Assets and Net Property, Plant, & Equipment
(not including land value)

133,653,271
97,428,001
79,195
67,561,490
66,100,000 S
36,500,000
37,077,961
25th Percentile Median 75th Percentile

—*— Gross Assets (20th)

BENCHMARKING
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Net Property, Plant, & Equipment
(21st)

80,000,000 —

60,000,000 —

40,000,000 —

20,000,000

0

The Asset Base
Capital Planning

Gross Assets and Net Property, Plant, & Equipment
(not including land value)

A” CIUbS 66,100,000

36,500,000

20,864 402
.

| 11,892 727
6,507,973 i
-
25th Percentile Median 75th Percentile
—o— Gross Assets (91st) Net Property, Plant, & Equipment
(92nd)




Obligatory Capital Aspirational Capital

(Maintenance) (Growth)
* Repair and Replacement of existing assets. » Expand existing assets (clubhouse expansion)
» Depreciation = past cost — “matching * Add new Assets (entire new clubhouse, pool
depreciation” is not enough because... or fitness when none existed)
» Assets cost more to replace than when * Adding new amenities — Croquet, Pickle Ball

originally acquired, and fully depreciated

) . * Current and future Members are responsible.
assets in use will need to be replaced. P

Future members more so
» Past and existing members are obligated. Not

future members. » Aspirational Capital should have a Return on

Investment — Capital Income is the Return

The Source of Obligatory Capital The Source of Aspirational Capital
is Recurring Capital Dues is Initiation Fee Income and Debt

Club Benchmarking recommends minimum growth in
Net Worth of 3.5% per year to meet obligatory capital needs

Capital income for aspirational capital will grow Net Worth on top of the 3.5%

© 2022 Club Benchmarking, All Rights Reserved.



Hierarchy of Capital Priorities

Debt Service

Obligatory Capital

Aspirational Capital

Increasing Cash
Reserves

I CL
»\I?{E:JTCHMARKING
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Debt Service comes first and must be covered entirely.
Very common for clubs to do a project using debt and
come up with a debt service “assessment” that does not
account for the remaining capital needs.

Obligatory Capital must also be covered. Many clubs are
“rationing” capital as a result of inadequate income
resulting in deferred maintenance.

Aspirational Capital is the capital to Evolve and Grow the
club. It is the investment that keeps clubs relevant (think
casual dining, fitness/wellness, resort style pools).

Clubs wishing to increase reserves must satiate the
capital needs that come first. It is a long way to reserves
increasing.




The Forward-Looking Capital Plan

1. The Capital Reserve Study forms the basis of forward-looking obligatory capital needs

2. The Strategic Plan (Strategic Thinking) and Vision form the basis of forward-looking
aspirational needs

3. The current debt service schedule plus any future debt form the basis of principal and
interest payments due during the planning period.

4. The complete, bottoms-up, plan regarding member churn forms the basis of projected
initiation fee income and any recurring capital dues income based on projected member
counts.

5. The forward-looking Capital Plan (Capital Strategies Model) is the detailed planning
surrounding items 1 — 4. The objective is to proactively determine capital needs and
resources and close the gap between the two. The task is to evaluate and balance
timing of needs, amount of money members will need to contribute, debt load while
assuring all capital needs are met proactively.

| {
CLUB
g BENCHMARKING
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PASS

Comprehensive Asset Management

" CLUB

BENCHMARKING
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Sources of Funds

Net Initiation Fees 26.35M (37%) —

1M

Total Sources of Funds

~— Capital Dues Income 43.01M (60%)

Cash Flow From Operations
2.07M (3%)

Uses of Funds

Principal Payment 5.21M (6%) —
,— Aspirational 18.05M (21%)

A _— Interest Payment 0.56M (1%)

Total Uses of Funds -

Obligatory Investment 61.50M (72%) —

Created On:

1/18/2023



35M

30M

25M

20M

15M

10M

w
2

oM

2023

2024

2025

Capital Investment

@ Aspirational @ Obligatory Investment

31.9M

2026

Base Case
1.5M ZiM
2027 2028

1.5M

2029

15.3M

2030

2.4M

2031

3.0M

2032

10-Year Total

Strategy Amount Sum
El Base Case 79,554,819
Aspirational 18,050,000

Obligatory Investment | 61,504,819

Created On: 1/18/2023



Aspirational Capital by Project 10-Year Total

Base Case @ Environmental Building Replacement Pr...  Strategy  Total

@ Golf Building Renovation - Offices/Busi... ~ Base Case | 18,050,000
@ Pool Facility Upgrade

15M
® Primrose 8 Toilet Facility
Racquest Facility Upgrade (pickle squa...
@ Winter Sports Center
10M
5M

3.6M

2023 2024 2025 2030

Created On: 1/18/2023



8M

6M

4M

2M

oM

@ Additional Funding ® Assessments Due @ Capital Dues Income @ Net Initiation Fee Income

2024

2026

Capital Income

Base Case

2028

2030

2032

10-Year Total

Capital Income Amount Sum

Additional Funding 0.00
Assessments Due 0.00
Capital Dues Income 43,009,742.52
Net Initiation Fee Income  26,346,754.00
Total 69,356,496.52

Prior to 2019 planning

Capital Dues income was
~ $1 Million/Year

Created On: 1/18/2023



I CLUB
‘-l};‘\ HMARKING

2023 Base Case

Created On: 1/18/2023

Capital Cash Flow Projection 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 Total

Beginning Balance - Capital Cash $6,500,000 $6,714,186 $6,364,657 $6,499,732 ($19,380,333) ($14,888,761) ($10,850,255) ($5.620,500) ($16,797,920) ($11,867,139)
Net Operating Result $265,000 $200,000 $200,000 $200,000 $200,000 $200,000 $200,000 $200,000 $200,000 $200,000 $2,065,000
Capital Income

Net Initiation Fee Income $3,216,984 $3,268,920 $2,708,454 $2,591,596 $2,455,800 $2,421,000 $2,421,000 $2,421,000 $2,421,000 $2,421,000 $26,346,754

Capital Dues Income $3,720,877 $3,876,601 $4,005,827 $4,119,019 $4,235,510 $4,355,578 $4,479,211 $4,606,548 $4,737,754 $4,872,817 $43,009,743

Capital Assessment Income $0 $0 $0 $0 50 $0 50 30 30 $0 $0

Other Capital Income $0 $0 30 $0 $0 $0 30 $0 30 30 $0
Total Capital Income $6,937,861 $7,145,521 $6,714,281 $6,710,615 $6,691,310 $6,776,578 $6,900,211 $7,027,548 $7,158,754 $7,293,817 $69,356,497
Net Available Capital (before interest $7,202,861 $7,345,521 $6,914,281 $6,910,615 $6,891,310 $6,976,578 $7,100,211 $7,227,548 $7,358,754 $7,493,817 $71,421,497
expense and lease payments)
Capital Expenditures

Obligatory $5,949,022 $4,379,334 $5,577,678 $31,903,765 $1,527,870 $2,206,291 $1,518,668 $2,979,153 $2,427,973 $3,035,065 $61,504,819

Aspirational $100,000 $2,400,000 $300,000 $0 $0 $0 $0 $15,250,000 $0 $0 $18,050,000
Total Capital Expenditures $6,049,022 $6,779,334 $5,877,678 $31,903,765 $1,527,870 $2,206,291 $1,518,668 $18,229,153 $2,427,973 $3,035,065 $79,554,819
Additional Uses $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Debt

Proceeds From New Loans $0 $0 30 $0 $0 $0 30 $0 $0 $0 $0

Debt Service-Principal $779,919 $789,153 $798,692 $808,546 $818,725 $704,321 $340,109 $174,160 $0 $0 $5,213,625

Debt Service-Interest $159,734 $126,562 $102,835 $78,370 $53,142 $27,460 $11,680 $1,655 $0 $0 $561,439

Additional Principal Payments $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Cash Flow From Debt Activity ($939,653) ($915,715) ($901,528) ($886,916) ($871,867) ($731,782) ($351,789) ($175,815) $0 $0 ($5,775,084)
Net Capital Cash Flow $214,186 ($349,529) $135,075 ($25,880,065) $4,491,573 $4,038,506 $5,229,754 ($11,177,420) $4,930,781 $4,458,752 ($13,908,387)
Ending Balance - Capital Cash $6,714,186 $6,364,657 $6,499,732 ($19,380,333) ($14,888,761) ($10,850,255) ($5,620,500) ($16,797,920) ($11,867,139) ($7,408,387)




The Comprehensive Capital Asset Plan (COMPASS)

1. Is the financial manifestation of the Strategic Plan and the Vision
Can be precisely quantified

Should be known to all stakeholders

> W DN

Should be the “thread” that provides continuity between one Chair/President/Board/Fincom
and the next

5. Must be a dynamic plan, updated continuously — it is as (more) important from a financial
perspective than the operating plan . No longer episodic, but continuous

6. Is the way to proactively assure a sustainable financial future

7. Proactive planning reduces (eliminates) the need for assessments and the need for reactive
debt

" CLUB

~p. BENCHMARKING
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The Critical Concepts

A view of the Operating Ledger
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The Financial Model of Clubs

» Expense “cutting” or management that
happens “Above the Line” doesn’t benefit the

club.

* The last step in the process of setting a break-
even budget is to determine how much the

dues should be.

* Expense cuts or management above the line,
reduces operating expenses, which, given the
break-even posture, benefits the members

with lower dues.

* The club doesn’t benefit from “expense

reductions.”

I CL
»\ETEHMARKING

© 2022 Club Benchmarking, All Rights Reserved.

Palms and Beaches Statement of Activities
For the Period Ending 2021

Operating Revenue

Total Membership Dues Revenue $2,975,000
Food & Beverage Revenue $2,978,254
Golf Operations and Golf Shop Revenue $1,037,483
Yachting and Yacht Related Revenue

Sports Recreation and Youth Program Revenue $68,196
Overnight Rooms Revenue

All Other Operating Revenue $159,616
Total Club Operating Revenue $7,218,549

Operating Expenses

Food & Beverage Expenses $2,925,830
Golf Course Maintenance Expense $1,139,853
Golf Operations Labor $526,772
Golf Operations and Golf Shop Expense $594,031

Yachting and Yacht Related Expenses
Sports Recreation and Youth Program Expenses  $297,315
Overnight Rooms Expense
General & Administrative Expense $784,810
Buildings Maintenance and Operation Expense $728,641
Fixed Charges
Real Estate and Property Taxes and/or Rent  $220,293
Property and Liability Insurance $171,212
Interest Expenses  $192,673

* “Above the Line” impacts the
member’s dues and the
member’s experience.

All Other Operating Expenses $0
Total Operating Expenses $7,581,430 H
Change in Net Assets as a Result of Operations ($362,881) Above the LI ne
Other Activities
Depreciation Expense ($561,488) H
° “B | th L ” x t Total Lease Payments ($150,353) Below the LI ne
elow e ine Impac S Net Initiation Fees $329,850
Capital Dues Income $299,400
the C|Ub and the member Capital Assessment Income $0
experience as a result of Investment Income $027
i Other Capital Income $16,306
state of physical assets.
Increase (Decrease) in Net Assets ($428,239)




Perspective
MISSION CLARITY - KEEP IT SIMPLE!

We must create, nurture and evolve a Membership Experience thatis SO COMPELLING we have
enough members and are able to charge them the amount necessary to properly fund the club.
|deally, we have excess demand (a wait list in standalone clubs, intense interest in residential
community clubs).

« We also must retain and attract the professional staff necessary to manage delivery of the Member
Experience — and let them manage the club (not the Board, not the Members, not the Committees).

« We must generate enough Obligatory Capital (Maintenance) to be able to consistently re-invest in
our assets so that they are always “fresh and up-to-date” and enough Aspirational Capital (Growth)
to continuously add the new services and amenities necessary to keep pace with an ever-changing
society and the wants of the next generation of member (a family with 42-year-old parents or in
certain residential community clubs a 60-year-old couple).

The Tension of Opposites....
Does our Vision drive our budget?

= CL Or . .
~ BENCHMARKING Does our budget drive our Vision?
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The Member Experience Model

Dues Ratio
Dues Revenue as a Percentage of Total Operating Revenue

80% —

60% — 55% 572«0’_,/
‘—M
40% — /

20% —
0% — L |
25th Percentile Median 75th Percentile
—e— My Club (69th)
&HMARKI NG Anywhere CC vs. All Clubs with Golf — 2022 Year End (275 clubs)
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The Flow of Money Over Time

Revenue
Dues Non-Dues Recurring Initiation Fee Initiation Fee

: : Capital Dues Income
e Operating monies are P Income

consumed and do not drive
the financial outcome over
time.

e Capital income flows in
increasing Member’s

) Flows in as in increase to Net Worth
Equity.

Operating *

Expenses are

e That money is destined for
consumed

investment in  Property,

Plant & Equipment, to pay providing the Invest in Obligatory Capital
down debt and to increase member Invest in Aspirational Capital
cash reserves (resulting in experience Cash Reserves
the strength or weakness Pay Down Debt

of the Balance Sheet).

State of Physical Plant

Little to no money
persists Strength of the Balance Sheet

| {
CLUB
g BENCHMARKING
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The Ongoing Impact of the Pandemic

 Member-Centric Experience

* Member-Centric Funding

« Dues Revenue vs. Non-Dues Revenue is a fairness issue.

[ gNI_(EHMARKING
.y
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The Critical Financial and Business Model Concepts

1. Members should understand the key drivers of success in the club industry and avoid imprinting the
knowledge of their own business on the club industry. Members should understand the difference
between an opinion and a fact.

2. Clubs compete on the experience they offer, not the price they charge. Members of every club are
responsible for properly funding the club so that it can compete successfully over time.

3. Clubs are high fixed cost businesses — expenses are not “bad.” The operating expenses reflect the
scale of a club’s footprint and the breadth and quality of the member experience.

4. The purpose of the Operating Ledger is to deliver services and amenities to the membership...it is
consumed year-in and year-out by members enjoying the club. It is not the financial driver. The
financial driver is the Capital Ledger.

5. Every club stakeholder should understand the concepts reflected in the most important financial metric
— Net Worth Over Time.

6. Every club stakeholder should understand the story told by the balance sheet and the impact of Net
Worth Over Time on the balance sheet.
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Anywhere Country Club Conclusions

« Treating Operating Ledger mainly as the vehicle for member experience.

* Net Worth Growth over last two years as a result of recurring Capital Dues being
instituted.

* Forward-looking capital plan, as always, mission critical.

«  NWOT, Capital Income and Debt are likely signals more capital income is needed.
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Thank You!
™ CLUB
wNCHMARKING

Ken Butler, CCM
Executive Director
636-751-3258

kbutler@clubbenchmarking.com

www.clubbenchmarking.com

Our mission is to foster healthier clubs, more strategic boards
* CL and more empowered managers by elevating fact over opinion.
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