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S E C T I O N  I :   E X E C U T I V E  S U M M A R Y  

INTRODUCTION 
The following section presents a summary of principal findings regarding Bay Area golf 
market trends, Palo Alto Muni’s market performance, the condition of existing facilities, 
capital improvements requirements, stakeholder and golfer responses, services, operating 
policies and other issues, and expected future financial performance of the course under 
alternative operating options available for the course.  Analysis and documentation for 
these findings are contained in the subsequent sections of the report. 

STUDY BACKGROUND 
Palo Alto Municipal Golf Course (Palo Alto Muni) is an 18-hole regulation length public 
access golf complex owned by the City of Palo Alto.  The golf course, developed on an 
approximate 170-acre site and opened in 1956, includes an 8,000-square-foot pro 
shop/restaurant, and a 26-tee station lighted golf practice range. 

Presently, the City has two agreements with Brad Lozares for golf operations and an 
agreement with R&T Restaurant Corporation (R&T) for food and beverage services at 
the course.  The golf course is maintained by the City Recreation and Parks Division of 
the Community Services Department.  Mr. Lozares has a management agreement with 
the City for operating the golf course (reservations, greens fees collection, starting, and 
marshalling services) which was recently extended one year and now expires on 
December 31, 2009.  There also is a lease agreement between Mr. Lozares and the City 
for golf concession operations (carts, range, merchandise, and instruction) which expires 
on April 30, 2013, with an option to extend the agreement 10 additional years.  R&T’s 
lease agreement for food and beverage operations on April 20, 2018. 

In response to declining utilization and financial performance of the golf course over the 
past six years, and as part of the City’s routine review of its operations, in April 2007, the 
City issued a Request for Proposals from qualified firms to conduct an operations 
analysis of Palo Alto Muni. 

A comprehensive analysis was requested to address a range of issues including current 
performance of the course, the golf market outlook, capital improvement needs, golfer 
satisfaction levels, alternative operating structures, and the overall potential financial 
outlook for the facility. 

The City selected Economics Research Associates (ERA) to conduct the study.  In 
conducting this operations analysis, ERA reviewed historical course performance, 
interviewed stakeholders, evaluated current and expected future golf market conditions, 
surveyed golfers regarding satisfaction levels, investigated capital improvement needs, 
prepared financial projections, and analyzed alternative facility operating options.  The 
study was conducted during the November 2007 through February 2008 period, and data 
contained in this report generally are current through February 2008. 



 
 
 

 
City of Palo Alto   Page I-2 
ERA Report 17383  Executive Summary 

CURRENT CONDITIONS 

• Palo Alto Muni is an 18-hole regulation length golf course which opened in May 
1956.  Developed on about 170 acres, the course is operated from an 8,000-
square-foot clubhouse that includes a 26-tee station golf practice range which is 
lighted for night use.  The course was originally designed by noted architect 
William Bell, Senior, and is generally regarded as an efficient and attractive 
routing. 

• Located on a relatively flat site which ranges in elevation from 4.4 feet below to 
7.5 feet above sea level, the golf course faces substantial golf course maintenance 
challenges due to very poor soil conditions, use of reclaimed irrigation water, and 
the age of the facility. 

• The City embarked on an extensive capital improvements program in 1998-1999 
in accordance with a facility master plan which had been adopted for the course in 
1992 by the City Council.  Funded with public debt, about $7 million in golf 
course improvements were completed, mostly related to improving the basic golf 
course infrastructure system including drainage and irrigation.  However, due 
primarily to escalating construction costs and funding constraints, only about 40 
percent of the master plan improvements were completed. 

• The completed capital improvements clearly improved the condition of the golf 
course, but, since many of the improvements addressed basic sub-surface 
infrastructure, from the consumer’s perspective the beneficial impact was much 
less than expected.  The inability to complete the full master plan program, 
primarily due to finite funding resources available at the time, has resulted in 
inconsistent course conditions. 

• The golf course is operated from a 3,000-square-foot pro shop, which services 
golfer needs, merchandising, office space, and storage.  A separate 5,000-square-
foot building houses the food and beverage operation.  While these structures are 
adequate for serving basic golfer needs, the structures are aged and require 
ongoing major maintenance.  The food and beverage structure has limited banquet 
space which diminishes the attractiveness of Palo Alto Muni for tournaments, and 
restricts the accommodation of non-golf special events.  Cart storage for 35 carts 
is provided below the pro shop. 

• The two existing golf operations agreements between the City of Palo Alto and 
Brad Lozares are unconventional, a product of several influencing factors 
including IRS regulations relating to the use of tax-exempt project funding, 
concessionaire-funded pro shop capital improvements, and the City’s desire to 
build-in appropriate performance incentives.  One agreement calls for 
management fees paid to the operator, which are offset under the second 
agreement by lease payments paid by the operator to the City based on revenue 
production. 

• The existing food and beverage agreement between the City and R&T Restaurant 
Corporation is more traditional in structure, calling for the greater of a minimum 
rent payment versus a percentage of gross revenue. 
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Distribution of Rounds by Month 
Table III-4 shows rounds played by month for the last three years at the Palo Alto Golf 
Course.  Rounds played by month are summarized as follows: 

 
 
MONTH 

Rounds by Month 
 (3-Year Average) 

 
% of Total 

July 9,089 12% 

August 8,677 11% 

September 7,142 9% 

October 6,208 8% 

November 5,383 7% 

December 4,199 5% 

January 4,349 6% 

February 4,765 6% 

March 5,636 7% 

April 5,607 7% 

May 7,492 10% 

June 8,339 11% 

 

With variations due, in part, to the amount and timing of rainfall, the above distribution is 
considered typical in the Bay Area where the peak season occurs during the summer, 
spring and summer are shoulder seasons, and winter is the off season. 

EXISTING OPERATING AGREEMENTS 
The City of Palo Alto has existing operating agreements pertaining to: (1) the pro shop, 
and (2) food and beverage.  The City of Palo Alto maintains the golf course. 

Pro Shop Operating Agreement 
The current pro shop operating agreement was entered into on March 16, 1998 between 
the City of Palo Alto and Brad Lozares, renewed for five years on January 28, 2003, and 
extended at the end of 2007 by one year to December 31, 2008, and again in 2008 by one 
year to December 31, 2009.  The operating agreement covers the golf course, driving 
range, golf pro shop and cart storage and the following are other key points of this 
agreement: 

• Areas of responsibility for the operator include operate and manage the pro shop; 
collection of greens fees; acting as starter and marshaling of play on the course; 
operating and supervising the driving range; providing lessons and golf 
instruction; handling tournament events; promotion; offering a suitable inventory 
of merchandise in the pro shop; and providing and maintaining golf carts (50) for 
rental use. 
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Gross Range Revenue and Average Range Revenue Per Tee Station 

 
 
 
Facility 

 
 

Night 
Lighting? 

 
 

Number
of Tees 

Gross 
Range 

Revenue 
($000) 

Average 
Range 

Revenue 
Per Tee 

Shoreline Yes 26 407 15,654 
Santa Clara No 25 388 15,520 
San Jose Muni Yes 60 898 14,967 
Crystal Springs Yes 27 384 14,233 
Palo Alto Yes 26 354 13,615 
Metropolitan No 26 324 13,604 
Santa Clara No 30 388 12,933 
Shoreline Yes 35 407 11,637 
Diablo Creek Yes 26 271 10,423 
Santa Teresa No 50 508 10,160 
Boundary Oak Yes 60 444 7,400 
Los Lagos Yes 50 370 7,400 
Tilden Park Yes 70 496 7,086 
Rancho Solano No 12 79 6,583 
Paradise Valley Yes 28 161 5,750 
Callippe Preserve No 30 75 2,500 
     
     Average  36 $372 $10,591 

 

The driving range at Palo Alto includes 26 lit tee-stations, 28 percent less than the survey 
average of 36 tee-stations. 

With gross range revenues of about $354,000 at Palo Alto, the average range revenue per 
tee-station of $13,615 is 29 percent higher than the survey average of $10,591 indicating 
that range performance is well above average. 

Average Food and Beverage Spending Per Round 
Although ERA requested information, food and beverage revenue information was not 
available at the following facilities: Santa Clara, Santa Teresa, Shoreline, and Sunnyvale 
Municipal. 

To the extent possible, for those facilities that provided food and beverage revenue 
information, ERA attempted to break-out a la carte spending by golfers in the grill versus 
meeting and banquet revenues. The following is a summary of average a la carte 
spending in a golfers grill: 
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Facility 

Average F&B 
Spending Per 
Round in a 

Golfers Grill 
Callippe Preserve $8.91 
Diablo Creek $7.45 
San Jose Muni $6.52 
Los Lagos $6.48 
Palo Alto $6.36 
Paradise Valley $5.12 
Lone Tree $5.06 
Los Positas $4.95 
Rancho Solano $4.95 
Boundary Oak $4.22 
Tilden Park $3.99 
Delta View $3.89 
  
     Average $5.66 

 

At Palo Alto, average per-round spending by golfers in the café of $6.36 is 12 percent 
higher than the survey average of $5.66. 

Including banquet and meeting revenues, the following is a summary of total gross food 
and beverage revenues at surveyed facilities: 

 
 
Facility 

Total  F&B Gross 
Revenue ( $000) 

Los Positas $2,200 
Rancho Solano $1,900 
Boundary Oak $1,860 
Lone Tree $1,700 
Diablo Creek $1,500 
Paradise Valley $1,400 
Delta View $975 
Santa Teresa $949 
Callippe Preserve $650 
Palo Alto $606 
Tilden Park $571 
San Jose Muni $567 
Los Lagos $438 
  
     Average $1,178 

 

As mentioned, with limited banquet capacity at Palo Alto (1,500 square feet, capacity of 
120 people), total food and beverage revenues are well below average.  Total food and 
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beverage revenues of $606,000 are 49 percent below the survey average of nearly $1.2 
million. 

GOLF COURSE MAINTENANCE EXPENSES 

Table IV-3 presents a comparison of golf course maintenance expenses at Palo Alto and 
14 selected municipally-owned facilities in the Bay Area for Fiscal Year 2006 / 2007 or 
calendar year 2007 (the latest available information). Although ERA requested 
information, golf course maintenance expense information was not available at San Jose 
Municipal, Santa Clara, and Poplar Creek. 

The following is a summary of key points where the municipal facilities are placed into 
two groups – those with public (City) operations and those where golf course 
maintenance is provided by a private golf course management firm: 

• The water cost component of golf course maintenance expenses ranges widely 
from effectively zero at Diablo Creek, where well water is free and pumped from 
the ground, to a high of $320,000 per year at Callippe Preserve and $350,000 at 
Shoreline.  At Palo Alto, annual water costs of about $252,000 are 73 percent 
higher than the survey average of $146,000 per year.  

• For the 15 surveyed facilities, the total average annual golf course maintenance 
expense was nearly $1.1 million.   

• At Palo Alto, where the course is maintained by the City, the total annual golf 
course maintenance expense of $1.45 million was 35 percent higher than total 
survey average of nearly $1.1 million.  As compared to other golf courses 
maintained by cities, the total maintenance expenses at Palo Alto were 6 percent 
higher than the survey average of $1.36 million.  

• At Palo Alto, the approximate 170-acre course is maintained by staff of about 10 
full-time equivalents (FTE) including the Superintendent.  As shown below, it is 
ERA’s opinion that the current golf course maintenance staffing levels are at a 
bare minimum, generally well below that at comparable facilities, especially when 
considering the above average acreage maintained and the challenges of a high 
water table and salt water intrusion: 

 Golf Maintenance Employees 
  

Full-Time 
Part-Time 

(FTE) 
Total 
(FTE) 

    
Palo Alto 9 1 10 
    
Comparative Courses    
     Range 10 - 15 0 - 3 12 – 17 
     Average 12 2 14 
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• At Palo Alto, reflecting escalating costs of health care, the benefits for the golf 
course maintenance staff have increased from 35 percent of the total labor budget 
in FY 2001 / 2002 to 47 percent of the total labor budget in FY 2006 / 2007.  Last 
year, the total labor budget for golf course maintenance was about $868,000 
allocated about $481,000 to salaries and nearly $387,000 to benefits. 

• For the 15 surveyed facilities, excluding water costs, which are not under the 
control of the operator, the average annual expense for services and supplies was: 

− An average of $926,000 for the 15 surveyed facilities. 

− About $1.17 million for the public operations. 

− About $778,000 for the private operations. 

− On average, excluding water costs, the annual expense for services and 
supplies was about 50 percent higher for the public operations.  To a large 
degree, this is due to extensive benefits which results in significantly 
higher labor costs than found in the private sector.   

• Overall, the average annual golf course maintenance expense for public 
operations of $1.36 million was about $462,000 higher than the average of nearly 
$900,000 for the private operations. 

 

 
































































































































