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1. Introduction

FMG Consulting Ltd (‘FMG’) was commissioned by Tamworth Borough Council (‘the Council’)
to carry out a needs assessment and options appraisal for the future of Tamworth Golf
Course (‘the Golf Course’).

The Golf Course is owned by the Council and was leased by the Council to Tamworth Golf
Centre Ltd in 2006 but the course closed in February 2013 after the management company
went into liquidation. The Council re-opened the course and is currently managing it on a
short-term, in-house management basis.

FMG has been commissioned to help identify the most suitable option for the future long-
term direction of the golf course. The first stage of our work involved a Needs Assessment
which defined the outcomes required from the project (which in turn informed the project
drivers against which the options were assessed in Stage 2) and determined a long list of
options for the future delivery of the golf course.

The initial long-list of options is set out in table 1.1.

Table 1.1 - Long-List Options

m High-Level Description

A Retention of 18-hole golf course (status quo).

B Retention of 18-hole golf course, plus development of ancillary provision (clubhouse
/ health & fitness gym / complimentary leisure facilities).

C Disposal of front 9 holes for development, with retention of back 9 holes.

Disposal of front 9 holes for development, with retention of back 9 holes plus
D development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).

E Disposal of back 9 holes for development, with retention of front 9 holes.

Disposal of back 9 holes for development, with retention of front 9 holes plus
F development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).

Part disposal of site, retention of 18-hole golf course through remodelling of holes
to reduce land-take.

Part disposal of site for development, but retention of 18-hole golf course through
H purchase of additional land adjacent to eastern boundary of the course and re-
provision of lost holes.

Complete disposal of entire site to generate capital receipt to be utilised for wider
strategic aims.
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In addition, three different potential management options were applied to each of the
development options and evaluated. These were:

e Option 1 - Continued in-house management of the golf course;

e Option 2 - Outsourced management of the golf course via a lease / management
contract to an existing external provider;

e Option 3 - set up of a new local social enterprise management vehicle (Company Limited
by Guarantee / Charitable Incorporated Organisation / Community Interest Company),
which would then have a lease / contract to manage the golf course.

As a result of the Stage 1 work, a number of project outcomes were identified and weighted
(approved at Cabinet 30/05/13) which the development and management options were
subsequently evaluated against. The project outcomes and their weightings are summarised
in table 1.2.

Table 1.2 - Long-List Options

Project Outcome Weighting

Potential for and likely level of contribution to the Council’s annual revenue deficit 20%
from 2016/17 onwards.

Contribution to economic regeneration and growth in the Borough (including the 15%
provision of new housing development).

Potential for the option to generate a capital receipt for the Council and likely 15%
level of capital receipt.

Promotion of exercise and healthy lifestyles and contribution to increasing 15%
participation and reducing obesity.

Ability to meet the leisure needs of the Borough’s residents and the Council’s wider 15%
vision / strategy for sport and leisure provision.

Cost and timescales of implementation and level of risk involved / likelihood of 10%
delivery.
Contribution to the delivery of the Council’s environmental and sustainability 10%

objectives including protecting green and blue spaces.

Following Officer and Member approval of the Stage 1 report, a high-level Options Appraisal
was undertaken, involving a more specific analysis of the long list options against the key
project drivers, from which a shortlist was identified.

The long list testing process comprised a weighted scoring of the options against the project
drivers which was informed by consultation with key Council Officers and Members, soft
market testing with golf course operators and consultation workshops with both members of
the golf course and members of the Tamworth Citizens Panel. This resulted in the options
listed in table 1.3 being short-listed for further analysis (the results of which are set out in
this report).
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Table 1.3 - Short-Listed Options

Option High-Level Description

Retention of 18-hole golf course, plus development of ancillary provision (clubhouse

B / health & fitness gym / complimentary leisure facilities).
Disposal of front 9 holes for development, with retention of back 9 holes plus

D development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).
Disposal of back 9 holes for development, with retention of front 9 holes plus

F development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).

G Part disposal of site, retention of 18-hole golf course through remodelling of holes to

reduce land-take.

Complete disposal of entire site to generate capital receipt to be utilised for wider
strategic aims.

1.9 These options are described in more detail in section 2 of this report. As part of this short-
list analysis, financial models have been produced for each of the shortlisted options taking
into account the capital and revenue costs / incomes and overall financial impact on the
Council. This report presents a summary of the financial implications of each option in order
to inform the decision on the preferred option to be implemented which will be taken by
Council Members.

1.10 The methodology for this stage of the options appraisal has included the following elements:

Further consultation with users and members of the public via the Citizens Panel;
Consultation with Sport England and England Golf;

Financial modelling of each shortlisted option to understand the capital and revenue
costs / incomes and overall financial impact on the Council;

An equalities impact assessment; and

A headline risk assessment.

1.11  The remainder of this report is structured as follows:

Section 2 -Summary of Short-Listed Options;
Section 3 - Strategic Implications and Risks;

Section 4 - Financial Implications; and
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e Section 5 - Summary and Conclusions.

Basis of information

1.12 It is not possible to guarantee the fulfilment of any estimates or forecasts contained within
this report, although they have been conscientiously prepared on the basis of our research
and information made available to us at the time of the study. Neither FMG as a company
nor the authors will be held liable to any party for any direct or indirect losses, financial or
otherwise, associated with any contents of this report. We have relied in a number of areas
on information provided by the client, and have not undertaken additional independent
verification of this data.
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2. Summary of Short-Listed Options

This section sets out the potential facility mixes (including ancillary provision) that are
included in each option in order to form the basis for the capital and revenue modelling
associated with the options. The proposed improvements to the course quality, clubhouse
and driving range are informed by the results of a customer satisfaction survey of golf course
users that was carried out by the Council in 2013 and the findings of the previous two stages
of this project.

The final facility mix might well change subject to development constraints and the final
business model. The facility mixes shown here provide an opportunity to assess likely
scenarios and the costs they might incur.

Table 2.1 summarises the high-level description of the development options that have been
shortlisted for detailed analysis.

Table 2.1 -Summary of Short-Listed Development Options

Option B

Golf Course 18 holes. No change to the course layout. Investment into course
quality improvements.

Clubhouse Development of a new clubhouse. Including staff office / reception,
male and female changing facilities (toilets and showers), storage
space, bar / cafe area, kitchen, function room and meeting room.
Preferred location is overlooking the 18" green.

Health and Fitness | Development of a 50 station health and fitness suite within the
Suite clubhouse. Shared changing facilities with clubhouse.

Driving Range Development of a driving range on the unused area currently
allocated for this use on the site. Maximum length likely to be circa
220 yards. Incorporates targets to focus users on pitching practice and
accuracy rather than distance driving.

Housing No houses provided.
Option D
Golf Course 9 holes. Disposal of front 9 holes for development. Investment into

course quality improvements. Practice putting green and bunker /
chipping areas to be provided.

Clubhouse Development of a new clubhouse. Including staff office / reception,
male and female changing facilities (toilets and showers), storage
space, bar / cafe area, kitchen, function room and meeting room.
Preferred location is overlooking the 18" green.
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Health and Fitness
Suite

Development of a 50 station health and fithess suite within the
clubhouse. Shared changing facilities with clubhouse.

Driving Range

Development of a driving range on the unused area currently
allocated for this use on the site. Maximum length likely to be circa
220 yards. Incorporates targets to focus users on pitching practice and
accuracy rather than distance driving.

Housing

Golf Course

Option F

New housing provided on the site (as per DVS ‘Revised Notional
Scheme’ estimate from April 2013 report).

9 holes. Disposal of back 9 holes for development. Investment into
course quality improvements. Practice putting green and bunker /
chipping areas to be provided.

Clubhouse

Development of a new clubhouse. Including staff office / reception,
male and female changing facilities (toilets and showers), storage
space, bar / cafe area, kitchen, function room and meeting room.
Likely to be in a similar location to the current clubhouse.

Health and Fitness
Suite

Development of a 50 station health and fitness suite within the
clubhouse. Shared changing facilities with clubhouse.

Driving Range

Development of a driving range on the unused area currently
allocated for this use on the site. Maximum length likely to be circa
220 yards. Incorporates targets to focus users on pitching practice and
accuracy rather than distance driving.

Housing

Golf Course

Option G

New housing provided on the site (as per DVS ‘Revised Notional
Scheme’ estimate from April 2013 report).

18 holes. Shortening of holes 8 and 9 to allow a small housing
development. Investment into course quality improvements.

Clubhouse

Development of a new clubhouse. Including staff office / reception,
male and female changing facilities (toilets and showers), storage
space, bar / cafe area, kitchen, function room and meeting room.
Preferred location is overlooking the 18" green.

Health and Fitness
Suite

Development of a 50 station health and fitness suite within the
clubhouse. Shared changing facilities with clubhouse.

Driving Range

Development of a driving range on the unused area currently
allocated for this use on the site. Maximum length likely to be circa
220 yards. Incorporates targets to focus users on pitching practice and
accuracy rather than distance driving.

Tamworth Golf Course Options Appraisal -
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Housing New housing provided on the site (as per DVS ‘Revised Notional
Scheme’ estimate from April 2013 report).

Option |

Golf Course Complete development of the course. No golf course remaining.
Clubhouse Not applicable.

Health and Fitness | Not applicable.

Suite

Driving Range Not applicable.

Housing New housing provided on the site (as per DVS ‘Revised Notional

Scheme’ estimate from April 2013 report).

2.4 Further details regarding the strategic, risk and financial implications of each development
option are set out in the next two sections of this report.
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3. Strategic Implications and Risks

This section summarises the strategic implications and risks associated with each option for
the Council. Whilst there is a clear budgetary target that needs to be addressed through the
option to be implemented (as set out in Section 4), the Council also has a number of wider
strategic priorities and responsibilities against which the decision for the most appropriate
future option for the golf course must be taken.

The Council’s Corporate Plan reflects its wide variety of strategic priorities and
responsibilities. These include issues such as promoting health and well-being; tackling crime
and anti-social behaviour; promoting growth, employment and business; and improving
physical infrastructure. These priorities need to be considered when making a decision on
the preferred option for the golf course as the options can contribute to the achievement of
these priorities in different ways.

There are also a humber of sustainability objectives that need to be considered when
considering the options including provision of housing, community services, leisure facilities,
protecting and enhancing biodiversity and open spaces etc.

The provision of housing is a key priority for the Council. Between 2013 and 2031 there are
an additional 5,000 houses required to be delivered to meet Tamworth’s needs with limited
land availability. The site could potentially contribute to this provision but whether the site
is appropriate for development needs to be considered in light of the Council's planning
policy and priority for town-centre development and protecting open spaces.

There are also major issues with health and obesity in Tamworth. Increasing participation
and physical activity is a major part of addressing these issues and the importance of this
needs to be factored into the final decision.

The contribution of each of the options to these priorities was evaluated in detail in the
previous Stage 2 long-list evaluation report through assessment of their contribution to
achieving a series of ‘Project Outcomes’. As a result of this, the strategic implications of
each option have not been re-evaluated and scored as part of this short-list options
assessment but are summarised in this section as a reminder of the wider context in which
the decision must be made.

The Project Outcomes assessed at the previous stage were as follows:

e Potential for and likely level of contribution to the Council’s annual revenue deficit from
2016/17 onwards (Covered in Section 4 of this report);

e Contribution to economic regeneration and growth in the Borough (including the
provision of new housing development);

¢ Potential for the option to generate a capital receipt for the Council and likely level of
capital receipt (Covered in Section 4 of this report);

e Promotion of exercise and healthy lifestyles and contribution to increasing participation
and reducing obesity;
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3.9

Ability to meet the leisure needs of the Borough’s residents and the Council’s wider
vision / strategy for sport and leisure provision;

Cost and timescales of implementation (Covered in Section 4 of this report) and level of
risk involved / likelihood of delivery; and

Contribution to the delivery of the Council’s environmental and sustainability objectives
including protecting green and blue spaces.

We have included a summary of the implications of the development option in relation to
each of the strategic outcomes (financial outcomes covered in more detail in Section 4) in
table 3.1. Three additional categories have also been added:

Impact on equalities, customers and local residents - analysis of whether any of the
options are likely to have a negative impact on equality of opportunity for different
people and groups;

Views of key stakeholders - summary of the views of the key stakeholders consulted with
at this stage: Sport England; England Golf; golf club members and residents (through the
Citizen’s Panel); and

Financial risk - the strength of the business case for each option (as reflected in Section
4),

These additional categories have been identified and assessed through the short-list analysis
process. Detailed equalities impact assessments and risk assessments for each development
option have been prepared to support this analysis.
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4.1

4.2

4.3

4.4

4.5

4.6

4. Financial Implications

This section summarises the Council’s current and future budgetary requirements and
presents the financial implications of each development option. Before examining the
projected net financial position of each option we have summarised the Council’s wider
budgetary position.

Financial Context for the Council

The Council has faced funding cuts of circa 40% in recent years and although it produced a
balanced General Fund Medium Term Financial Strategy for the next 3 years in February
2013, updated base budget projections in November 2013 show a significant deficit in the
longer term. These projections, updated to include the impact of the Comprehensive
Spending Review on Government Grant levels and other cost pressures, show a General Fund
(GF) shortfall of £2.8m by year 3followed by an ongoing annual deficit of over £3m p.a.
(E8.9m over the next 5 years). There is on-going work commissioned by the Executive
Management Team (Cabinet/CMT) under the umbrella of the Sustainability Strategy to
address this through a combination of income generation / revenue savings from housing,
business rates and service reviews.

Within this context, the Council allocated a budget from contingency funds for the
management of the golf course of £80k per annum for 2013/14 and 2014/15. There is then a
potential funding gap for the golf course from 2015/16 onwards that will need to be
addressed through the recommended solution for the site. In addition to this, the council has
lost the £36k per annum that it was budgeting to receive from Tamworth Golf Centre Ltd.
Any ongoing cost for the golf course from 2015/16 onwards would be added to the c.£2m
corporate deficit.

The selected option for the future of the golf course must therefore remove the on-going
revenue subsidy required from the Council towards the operation and maintenance of the
facility from 2015/16 onwards and ideally contribute towards the funding of the Council's
£2m deficit from 2016/17 onwards.

Financial Performance of the Golf Course

Following the liquidation of Tamworth Golf Centre Ltd and the course closing in February
2013 the Council re-opened the course and put in place a two year business plan for it to
manage the course on an in-house basis. This resulted in the £80,000 per annum contingency
provision being identified based on projected total income of £226,470 and expenditure of
£306,470 per annum (membership target of 150 members).

After six months of the 2013/14 financial year the course was below target compared to its
business plan projections. The financial performance of the golf course from April to
September 2013 is set out in table 4.1.
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Table 4.1 - Golf Course Profit and Loss April - September 2013

Year to Date
Spend

Year to Date Year to Date Total Annual
Budget Variance Budget

Income 168,302 177,000 8,698 227,470
Expenditure 168,613 170,470 -1,857 307,470
Profit / (Loss) (311) 6,530 -6,841 (80,000)

It can be seen from the table above that income is circa £8.7k below target for the year to
date. Considering this was the spring / summer peak season for golf then it is unlikely that

income will reach target during the autumn / winter season. Whilst there has been a saving
on expenditure of circa £1.8k, this is not enough to fully mitigate the income loss and results
in a net position of circa £6.8k under target after 6 months of the financial year.

Member numbers are actually up at 229 compared to the target figure of 150 members which
is reflected in the season ticket income. Pay and play green fees is the area where the
course is underperforming, most notably for 18 hole rounds which is significantly below
target.

Table 4.2 - Golf Course Income April - September 2013

All £ Year to Date  Year to Date  Year to Date  Total Annual
Income Budget Variance Budget

Green fees - 18 hole 53,414 101,020 -47,606 132,920

Green fees - 9 hole 36,511 27,390 9,121 39,410

5 day season ticket 21,022 22,250 -1,228 26,250

7 day season ticket 38,272 14,090 24,182 14,090

Secondary spend 19,084 12,250 6,834 14,800

Table 4.2 shows that the majority of income areas are over-performing against budget but 18
hole green fees are significantly under-performing by nearly £48k. It can be seen that green
fees account for a higher proportion (53%) than season ticket income (35%). Of the green fee
income, 59% is generated from 18 hole rounds and 41% from 9 hole rounds.

Financial Modelling Assumptions
A financial model has been produced for each development option in order to identify the
strongest business case for the future of the golf course. The core capital development

assumptions utilised to produce the business case for the development options are set out in
table 4.3.
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4.31  Option | which involves disposing of the whole course is clearly the most financially
advantageous for the Council as it has a greater land value and does not involve any
borrowing costs for investment or an on-going revenue responsibility for the course. It should
be noted that no sale, security or demolition costs have been factored into the assessment
for Option I. It is assumed that the course will be sold during the 2015/16 financial year and
all ongoing site costs will be the responsibility of the developer.
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5. Summary and Conclusions

Summary

5.1 FMG was commissioned by the Council to carry out a needs assessment and options appraisal
for the future of Tamworth Golf Course with the intention of helping to identify the most
suitable option for the future long-term direction of the golf course.

5.2 The first stage of our work involved a Needs Assessment which defined the outcomes
required from the project and determined a long list of options for the future delivery of the
golf course. This long-list was then evaluated against the project outcomes which resulted in
a shortlist comprising of the options listed in table 5.1.

Table 5.1 - Short-listed Options

Option High-Level Description

Retention of 18-hole golf course, plus development of ancillary provision (clubhouse

B / health & fitness gym / complimentary leisure facilities).

Disposal of front 9 holes for development, with retention of back 9 holes plus
D development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).

Disposal of back 9 holes for development, with retention of front 9 holes plus
F development of ancillary provision using part of any capital receipt (clubhouse /
health & fitness gym / complimentary leisure facilities).

Part disposal of site, retention of 18-hole golf course through remodelling of holes
to reduce land-take.

Complete disposal of entire site to generate capital receipt to be utilised for wider
strategic aims.

5.3 These options have been modelled to identify the overall affordability of each option when
combined with the following management options:

e Option 1 - Continued in-house management of the golf course;

e Option 2 - Outsourced management of the golf course via a lease / management
contract;

e Option 3 - set up of a local social enterprise management vehicle (Company Limited by
Guarantee / Charitable Incorporated Organisation / Community Interest Company).
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5.4

5.5

5.6

5.7

4.32

From the revenue modelling carried out it is clear that the only options that break even and
potentially offer a return to the Council are those involving operation by an external existing
operator through a long lease / management contract. Each of the development options has
the potential to return a surplus to the Council after year 2 under this management model
from a revenue perspective, however when including the financing of the c.£2m capital
investment required into the new ancillary facilities, it becomes clear that only the options
that can generate a significant capital receipt (D/F/I) are viable from a net cost position.

This is illustrated by table 5.2 where none of the options are affordable without a capital
receipt.

Table 5.2 - Affordability per Option Excluding Capital Receipts

Development Option Management Option Average Annual Affordability - 25 Years

B In-house (235,396)
B Existing trust (74,380)
B New trust (172,558)
D/F In-house (290,172)
D/F Existing trust (94,542)
D/F New trust (180,526)
G In-house (239,398)
G Existing trust (78,382)
G New trust (176,560)

Option B can be ruled out as it does not generate a capital receipt from housing to help fund
the investment into the golf course. To make the project affordable, the Council could invest
some of the capital receipt received from the housing development to fund the capital
investment into the golf course facilities. Options D / F are the only viable options for this as
Option G does not provide a significant enough capital receipt.

The report has concluded that the Council would need to reinvest c£1.5m of the capital
receipt received into the capital cost of the golf course improvements under Options D / F
(therefore minimising the need to borrow and the associated borrowing costs) in order to
receive a positive average annual return from the golf course.

If the Council utilised the capital receipt from the housing to fund the full capital cost of the
golf course project it would not need to borrow any of the capital required (and thus not
incur the borrowing costs) so the project would return an annual surplus to the Council of
circa £60k per annum however this would only generate a return of c£1.5m per annum over a
25 year period when compared to the original upfront capital investment of over £2m.
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5.8 An alternative option is to reinvest the capital receipt from the housing development. If the
capital receipts generated were to be reinvested at an interest rate of 2% per annum then
Options D and F would become affordable. Examining the return on investment of any capital
receipt received also demonstrates the positive net position of Option I.

5.9 The revised affordability for the options, taking into account the interest from the capital
receipt to offset the cost of the borrowing is set out in table 5.3 below.

Table 5.3 - Revised Affordability Based on Reinvestment of Capital Receipt

Development Option Management Option Average Annual Affordability - 25 Years

D In-house (45,249)
D Existing trust 79,190
D New trust (6,793)
F In-house (40,765)
F Existing trust 83,674
F New trust (2,309)
G In-house (232,992)
G Existing trust (71,976)
G New trust (170,154)
I N/A 349,899

5.10 The table shows that Options D and F (operated through an existing trust) could provide an
average return to the Council of c£80k per annum if the capital receipt was reinvested,
although the first two years of the 25 year period are both in deficit. Option F provides a
slightly better return to the Council than Option D because the ‘back 9’ land has been valued
at a greater level than the front 9 for development purposes (based on notional scheme
estimates from the DVS report. The final capital receipt will only be clear at the point of
sale and depends on a number of factors). Options D and F both do not start generating a
return for the Council until year 3 (2018/19), however, there may be an opportunity to agree
a solution to this whereby the operator cashflows early year deficits in return for lower
future payments to the Council in later years.

5.11  The value of the land that could be developed under Option G is not significant enough to
have a major impact on the affordability of that Option.

5.12  Option I, which involves disposing of the whole course, is clearly the most financially
advantageous for the Council as it has a greater land value and does not involve any
borrowing costs for investment or on-going revenue responsibilities for the course. This
Option generates a return to the Council from 2015/16 as it removes the cost of operating
the course and generates interest immediately.
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Conclusions

5.13  Whilst it is clear from a financial position what the most advantageous option is for the
Council, this needs to be considered against the strategic and risk implications as set out in
Section 3 of this report. These include some key issues for the Council such as:

e |t is likely that Options | and D / F would be extremely unpopular with members of the
golf course and local residents;

e The case will need to be proved that there is no longer a strategic need for the golf
course otherwise Sport England are likely to object to any solution that involves loss of
provision;

e Converting to a 9 hole course could limit the market interest from operators, as soft
market testing has revealed that this is not a preferred model and there may be likely to
be less interest from operators;

e There is a clear need for housing in the Borough that remains to be solved. The decision
on which option to implement needs to take account of the latest position on other
potential housing development sites in Tamworth to inform whether the golf course is an
important strategic housing location.

5.14 In summary, given the financial constraints there are two primary options:

e Options D / F - sell half of the course for housing and provide a 9 hole golf course, in line
England Golf’s views on future municipal provision. Use a portion of the capital receipt
or the interest from the reinvestment of the capital receipt to help fund the upfront
investment required into the course. Outsource the management of the 9 hole course to
an existing operator (charitable trust). This has the advantages of continuing to provide a
golf course in Tamworth, providing additional housing land and providing an additional
capital receipt for reinvestment into other strategic priorities, thus balancing the raft of
competing pressures on the Council. However, a clear risk with this option is that the
operator of the 9 hole course is not successful and the Council has to again provide
revenue funding to support the course in the long-term, particularly given the limited
market appetite for 9-hole provision.

e Option | - sell the entire course for housing. Reinvest some of the capital receipt into
increasing participation and improving facilities, services and providing alternative open
spaces within the Borough. This will remove the risk of the Council having any long-term
revenue responsibility for the site and will generate significant capital funds for the
Council. The primary risks with this option are from resident objections, achieving
planning permission and damage to the Council’s reputation as the Borough will no
longer be providing a golf course, albeit that ring-fencing of part of the capital receipt
generated could be used to invest in alternative sport and leisure facilities, in line with
the wider sport and leisure needs in the Borough.
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