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Golf Courses—Valuation and
Evaluation

The difference between valuation and evaluation is clearly defined when a golf course
facility is properly appraised. This article outlines some of the items to consider
during the evaluation process and provides insight into the application of typical
appraisal techniques and methodology as they relate to the valuation of a golf course.
It is of utmost importance that appraisers have an understanding of what can affect
the value of a golf course and know how to identify and analyze these determinants

of value.

The National Golf Foundation
estimates that until the year 2000
more than 400 new golf courses per
year will be needed to meet the ex-
pected demand. The population of
golfers in the United States has in-
creased 32.2%, from approxi-
mately 17.7 million in 1985 to 23.4
million in 1988. In addition, many
courses are being planned or are
currently under construction, and
it is anticipated that existing courses
will be increasingly desirable as real
estate and business investments.
This will undoubtedly create the
need for knowledgeable and com-
petent appraisal services for these
properties. In this article, the val-
uation and evaluation of existing
golf courses, including both the real
estate and the business value, will
be discussed.

!
OVERVIEW

A golf course is a special-use
property with a variety of alterna-
tive uses. Although the focus of this
article will be on use solely as a
golf course, many golf courses do
not constitute the highest and best
use of a property; some are located
in rapidly developing areas that
have prohibited this use or will do
so in the future. In many cases golf
courses also serve as sales tools for
another type of development. While
the golf course is sometimes ex-
pected to camry its own weight,
consideration should certainly be
given to its extrinsic value in re-
lation to the adjoining properties.
These and many other consider-
ations must be weighed in the

Laurence A. Hirsh, MAI is the president of Hirsh Valuation Group of Harrisburg, Pennsylvania
and also operates its Golf Property Analysts division. He received a BA in liberal arts from Penn-
sylvania State University. Active in golf course and cominercial real estate development as well
as the appraisal of commercial and industrial property, he has been involved in the real estate
industry since 1973.
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evaluation and valuation of a golf
course.

As in any appraisal, the typical
areas of concern must be ad-
dressed. These include a location
and property analysis, a highest and
best use study, and a complete ex-
ploration of the sales comparison,
income capitalization, and cost ap-
proaches to value. The purpose of
this article is to identify and dis-
cuss some of the unique research
and analysis considerations that af-
fect each of these areas.

Three points will be empha-
sized: 1) items to research during
property analysis, 2) sources for
golf course information, and 3)
methods of valuation for existing
golf courses, assuming that golf is
the property’s highest and best use.

PROPERTY INSPECTION
AND ANALYSIS

It is important that appraisers be-
come thoroughly familiar with the
property characteristics that con-
tribute to a good golf facility, and
that the different types of golf fa-
cilities are understood.

Different golf facilities may in-
clude daily fee, municipal, resort,
semi-private, and private. Typi-
cally the daily fee and municipal
facilities are characterized by
“strategic,” less demanding de-
signs that promote a high volume
of play and cater to less frequent,
less proficient golfers. These
courses usually have wide fair-
ways, few hazards, and are main-
tained in a budget-oriented man-
ner. The resort courses are normally
designed in a more “heroic” or
“penal” fashion, and are generally
maintained at a higher level than
the public facilities. In many cases
resort courses have the marquee
value of a well-known designer, or
are affiliated with one or more ho-
tels, and as a result can generate
higher greens fees. The private
country club course can be either

Hirsh: Golf Course Valuation

strategic, heroic, or penal in de-
sign and is usually characterized by
the highest level of maintenance and
conditioning. While maintenance
budgets are scrutinized carefully,
many clubs make course condition
a top priority.

To thoroughly analyze a golf fa-
cility, it is important to have a
checklist of items to evaluate, and
more importantly, to understand
where to go for help.

Improvements on a golf course
property typically include tees,
fairways, greens, roughs, bunkers,
practice facilities, and watering
systems as well as clubhouse fa-
cilities, parking lots, and mainte-
nance buildings and equipment.

In any other property appraisal,
building improvements would be
analyzed based on such character-
istics as their condition and func-
tional utility. An analysis of golf
course improvements, however,
requires a familiarity with the game
of golf and the particular and often
peculiar demands of golfers in de-
sign, aesthetics, degree of chal-
lenge, and condition.

When valuing a golf course, it
is a good idea to visit courses of
different types (public, private, re-
sort) to become familiar with their
varying characteristics, so that a
clear concept of the product being
appraised can be developed. A lo-
cal PGA golf professional can be
of great assistance in the identifi-
cation of the different levels of fa-
cilities in your market; he or she
can also help to identify compa-
rable sales and rate their quality.

When analyzing a golf course,
the following characteristics should
be noted:

Tees: Are they big enough? Are
there enough tee areas to accom-
modate all levels of players?

Fairways: Are they wide enough
or too wide? Is irrigation used?
What type of grass is used? Is the

4

Golf course
design is a
difficult item to
analyze because
every player has
a different
conception of a
well-designed
course.
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grass of consistent thickness? How
does a golf ball sit on it? What is
the firmness?

Greens: This is always the char-
acteristic of a golf course most often
discussed. Some considerations are
the type of grass, smoothness,
speed, receptiveness, size, avail-
ability of hole placements, and
undulation.

Bunkers: Are they strategically
placed? Do they penalize weaker
players? Are they of consistent
playability? Is there too much or
not enough sand? Do they drain
adequately?

Roughs: Is the rough penal, and
is it well-maintained? What type of
grass is on the rough, and is it
watered?

Practice Facilities: This can be
a money-maker. Is the range large
enough and is it well-maintained?
Is the practice green similar to the
greens on the course? Is it big
enough? What types of teaching
facilities exist?

If an appraiser is not a golfer or
is unfarniliar with the various items
listed above, many resources are
available. The National Golf
Foundation publishes pamphlets and
booklets on golf course operation,
development, and maintenance. In
many instances these publications
also contain guidelines for such
items as the size of the tee and green
areas. For example, it is recom-
mended that there be 100 square
feet of tee area per hole for each
1,000 rounds played per year. The
United States Golf Association
Green Section, the Professional
Golfers Association of America, the
American Society of Golf Course
Architects, and the Golf Course
Superintendents Association of
America can also be helpful when
analyzing golf course improve-
ments and maintenance. Golf course
design is a difficult item to analyze
because every player has a differ-

ent conception of a well-designed
course. In many cases whether the
design is accepted by the majority
of players can make or break a golf
course.

While these are excellent sources
of information about golf courses,
the best source may be either a lo-
cal PGA golf professional who is
knowledgeable about both the
course being appraised and the
courses used as comparables or a
knowledgeable amateur golfer
willing to assist you in the evalu-
ation of your subject property.
Further, the United States Golf As-
sociation has a course rating and
slope system for comparing golf
courses. This can also be a helpful
resource for the comparison of
competing properties with the sub-
ject on the basis of golf course de-
sign and difficulty.

One focus of the on-site inspec-
tion should be maintehance prac-
tices. Such practices as manual or
automatic watering, gang-mowed
or tri-plexed fairways, hand-mowed
or tri-plexed greens, approach
maintenance, rough maintenance,
and bunker appearance and consis-
tency should be examined. A greens
superintendent or PGA profes-
sional can illustrate these terms and
familiarize appraisers with the var-
ious maintenance practices.

In conclusion, a property anal-
ysis of a golf course should com-
municate a complete understand-
ing of the product being appraised,
and should highlight the golf
course’s strengths as well as its de-
ficiencies. An evaluation of the golf
course is necessary before per-
forming a valuation of the property.

VALUATION

Like any other valuation, that of a
golf course property requires con-
sideration of each of the three ap-
proaches to value. While one might
think that given adequate data the
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income capitalization approach
would be most applicable, the sales
comparison and cost approaches are
also excellent indicators of value
in many cases. Each of these ap-
proaches will be discussed, with
attention given to the methods and
techniques considered most useful
and the data required for each.

SALES COMPARISON
APPROACH

Most golf courses have 18 holes,
but a unit comparison on the basis
of price per hole or price per acre
can be misleading. The sales com-
parison approach may therefore
present a problem. This is be-
cause, with the exception of a too
small or excessively large prop-
erty, the size of the property is
usually judged on its adequacy
without reference to the particular
number of acres. Obtaining in-
come information on golf course
sales can prove unusually difficult,
and in most cases there may not be
enough information to develop a
market-extracted overall capital-

TABLE 1 Golf Course Sales Summary

ization rate. While golf course
owners are usually reluctant to share
details of their income and expense
statements, other information, such
as greens fees and the number of
rounds played, is readily available
either through casual telephone calls
or through communication with
sources within the local golf
industry.

Two items that have been rela-
tively easy to obtain (in addition to
sale price) have been the number
of rounds played and the greens fee
schedule at the time of sale. From
this information two units of com-
parison have been developed that
have been especially useful. These
units are the price per round played
(annual) and the greens fee multi-
plier (GFM). The price per round
played is simply the sale price of
the property divided by the annual
number of rounds played (dollars/
round = sale price/number of
rounds played) as of the date of
sale. The GFM is created by di-
viding the price per round played
by the average greens fee (GFM =
dollars /round /average greens fee)

) Greens Fee
Land Size Yearly Greens Price/ Multiplier
Golf Course Type in Acres Date Sales Price Rounds Fee Round (GFM)
1 Public 128.85 03-84 $ 2,185,000 45,000 $ 9.00 $48.56 5.40
$ 16,958 /acre
$121,389/hole
2 Public 264.35 12-86 $ 1,200,000 20,000 $ 9.00 $60.00 6.67
$ 4,539/acre
$ 66,667 /hole
3 Private 280.00 10-87 $ 2,800,000 29,263 $20.00 $96.68 4.78
$ 10,000/acre
$103,704 /hole
4 Public 146.40 12-86 $ 1,400,000 40,000 $ 8.00 $35.00 4.38
$ 9,563 /acre
$ 77,778 /hole
4 Semi-Private 163.80 01-87 $ 2,720,000 39,000 $10.00 $69.74 6.97
$ 16,606/acre
$151,111/hole
5 Public 127.75 04-86 $ 2,487,500 39,000 $11.00 $63.78 5.80
$ 19,472/acre
$138,194/hole
6 Private 101.20 03-86 $ 1,355,000 20,000 $11.00 $67.75 6.16
$ 13,389/acre
$ 75,278 /hole
7 Public 184.08 01-86 $ 1,565,000 27,500 $16.00 $56.91 3.56
$ 8,502/acre
Hirsh: Golf Course Valuation 41



Market-extracted
overall rates are
difficult to
develop, and
mortgage and
equity terms can
vary greatly
depending on the
geographical
area and the
credit reputation
of the borrower.
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as of the date of sale. The GFM
serves two excellent purposes. It
acts as a common denominator
much as an overall capitalization
rate or gross income multiplier
does. It can also provide an excel-
lent time adjustment by eliminat-
ing the need for a comparable
property to sell twice, or some other
typical method of time adjustment.
In addition, the GFM equates
courses of varying quality for anal-
ysis purposes, with the assumption
that facilities of higher quality will
have higher greens fees and thus
higher income levels and sale
prices. Obviously, higher greens
fees don’t necessarily lead to higher
income levels at the bottom line,
but in the marketplace courses of
higher quality do appear to com-
mand prices commensurate with
that quality level.

Once a GFM is chosen, the daily
greens fee of the course being ap-
praised can be multiplied by the
GFM (daily greens fee X GFM =
dollars /round) to produce the unit
value for the subject. This is then
multiplied by the actual or pro-
jected number of rounds played
(dollars /round X number of rounds
= value) to produce the estimate
of market value for the subject golf
course. There is obviously a great
deal of attention given to items that
would be considered part of the
business valuation. Therefore, to
separate business value from real
estate value, either a residual or cost
approach method can and should
be enlisted, and possibly both. This
method makes the sales compari-
son approach most useful in the
appraisal of a golf facility, pro-
vided the appraiser has sufficient
data to formulate conclusions for
the units of comparison. Table 1
shows a typical sales summary.

Some important considerations
when using the sales comparison
approach include the following:

* Are data from similar courses
available?

» Are either weekday, weekend,
or average greens fees used
with consistency?

» Is the analyst familiar with
comparable sales from a golfer
appeal viewpoint?

INCOME CAPITALIZATION
APPROACH

The income capitalization ap-
proach to value can be the most re-
liable indicator of value for a golf
facility, especially for a daily fee
course or other income-producing
property. Capitalization of the in-
come is generally accomplished
through the usual methods of either
direct or yield capitalization, with
rates developed by the band-of-in-
vestment technique.

In many cases a great deal of at-
tention should be paid to future in-
come projections. Presient and fu-
ture income projections can be
made only after thorough research
of the market. This should include
a survey of the competition that
takes into account the greens fees,
cart fees, number of rounds played,
and cart rounds as well as possible
revenue generated from a driving
range, restaurant, or pro shop.

After assembling this informa-
tion, a comparative analysis be-
tween the subject and its compe-
tition should be performed.
Knowledge gained about golf
courses in general will be helpful
in this analysis. Many existing
courses will require improvements
to keep up with the competition.
The survey of area golf courses
should be used as the basis for es-
timating revenues for the golf
course facility. A sample compe-
tition survey and a golf market de-
mand analysis are found in Table
2 and Table 3.

Expenses include maintenance,
salaries, cost of goods sold, and
equipment replacement in addition
to other typical property expenses.
The maintenance budget should be

The Appraisal Journal, January 1991
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TABLE 2 Public Access Golf Survey—Harrisburg Area—March 1990

Number Number Number
Golf Course FIPS/ Facility of Greens of Cart Cart of Lesson Range
Address Zip Code Type Rounds Fee Rounds Rate Carts Rate Rate Comments
1 42043 Daily Fee 41,000 $10/%$13 27,000  $8.00/player 72 N/A N/A Busy, open course
17028 18/72/6,400 with no fwy. irrig.
2 42043 Pub. /Resort 14,000 $12/%14 2,500  $10.00
17033 9/35/3,000
3 42043 Daily Fee 33,000 $15/%20 16,000  $10.00/player 70 $20 $2.00  $900 Ann. mbrshp.
17033 18/71/6,100 good pub. course
4 42043 Daily Fee 16,000 $7.50/$9.50 2,500  $5.00
17033 9/33/2,700
5 42043 Daily Fee 35,000  $9.50/$12.50 17,500  $8.25 40 N/A $1.50/ Remote location
17602 18/71/6,200 $2.50
6 42043 Municipal 31,000 $10/$13 12,000 $7.50 45 N/A $700 Ann. mbrshp.
17057 18/70/6,440 no fwy. irrig.
7 42041 Municipal 49,000 $9.50/$11.50 26,000  $6.50 60 N/A N/A Munic. course very
17055 18/70/6,000 busy
8 42041 Daily Fee 45,000 $8/%12 23,000 $8.00 55 N/A  Limited No fwy. irrig., good
17013 18/72/6,490 location
9 42041 Daily Fee 30,000 $10/%13 12,000 $8.00 48 Varies $2.50/ Mbrshps. $625
10 42075 Daily Fee 33,000 $13/%16 24,000  $8.00 62 $3.00  Nice layout, remote
17517 18/72/6,700 location
11 42071 Daily Fee 35,000 $10/%$12 18,000  $8.00 55 Limited irrigation,
17319 18/71/6,900 good loc. $425
wkdy.
12 42043 Daily Fee 35,000 $10/$13 24,000 $8.50 65 N/A N/A $600 Ann./good
17112 18/71/6,700

layout, Itd. irrig.



TABLE 3 Golf Course Demand Analysis—Harrisburg Area—March 1990

Market population
Mean household

Golf participation rate
Golfer population

Average yearly rounds
Total potential rounds

Existing course

11 Public @
8§ Private @
Total
Unserved rounds
Courses needed @ 40,000

compared to maintenance costs at
similar courses in the area and to
industry averages for the region
concerned. A property inspection
will also provide a guide to the type
of maintenance actually being per-
formed, in case it is necessary to
refer to industry average figures to
justify the maintenance budget. A

TABLE 4 Income Approach Summary

502,619
$38,544

10%
50,262

22
1,105,762
45,000 rounds = 495,000
35,000 rounds = 280,000
775,000
330,762
Rounds per year 8.27

wealth of information about indus-
try averages for maintenance and
other expenses is available from the
sources previously mentioned.
Capitalization rate selection is
often one of the most difficult as-
pects of valuing a golf facility.
Market-extracted overall rates are
difficult to develop, and mortgage

Gross income estimate
Greens fees

Cart rounds

Grill room

Pro shop

Other income
Total gross income

Cost of sales and expenses
Maintenance budget

Administration and salaries

Reserves

Pro shop

Grill

Carts

Total cost of goods sold/expenses
Net operating income
Capitalization rate

Mortgage (11.5%, 20 yrs., 75% loan-to-value)

Equity dividend rate
Capitalization rate

Value estimate

$342,210
$168,000
$ 90,000
$325,000
$ 20,000
$945,210
$200,934
$ 65,000
$ 15,000
$302,250
$ 45,000
$ 21,600
($649,784)
$295,426
0.12797 x .75 = .09598
0.12000 X .25 = .03000
.12598
or
12.60%

(NOI /Rate = Value)
$295,426/.12598 = $2,345,023
rounded to $2,350,000

44
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and equity terms can vary greatly
depending on the geographical area
and the credit reputation of the
borrower. Financing for golf proj-
ects or existing courses is not as
readily available as for other com-
mercial real estate projects, despite
the current need for such facilities,
because many lenders are still feel-
ing the sting of some recent, ill-
fated golf projects. Therefore, a
thorough study of available funds
and terms is a must. Lenders typ-
ically want slightly higher-than-
market rates with limited amorti-
zation periods (11.5% to 12% for
15 to 20 years). Many require a
larger portion of the debt service to
be paid during the playing season
and a lesser portion during the off
season. Equity dividend require-
ments may also be higher than for
most other types of real estate be-
cause of the perceived higher level
of risk and the less desirable fi-
nancing terms. A sample summary
of an income capitalization ap-
proach is shown in Table 4.

Since a separation of the real es-
tate and business values might be
required, income could be simi-
larly separated. The most obvious
revenue generators that could be
directly attributed to the business
are pro shop sales, food sales (if
applicable), and possibly golf cart
revenues. The argument still re-
mains, however, that this income
could not be generated without the
golf course, and could thus be con-
sidered similar to laundry machine
income in an apartment property.
A separation of greens fee income
would be more difficult to perform
because of the difficulty in esti-
mating the amount attributable to
the property as opposed to the
amount attributable to advertising
and good will. The best way to
separate the business and real es-
tate income and value is therefore
through a residual technique.

Simply estimating a property
capitalization rate and multiplying

Hirsh: Golf Course Valuation

that by the cost of land and im-
provements should yield the amount
of the overall net operating income
attributable to the property, with
the remainder attributable to the
business. This business income
would be capitalized at an appro-
priate rate to estimate the value of
the business. Further, it would seem
that capitalization rates for each
component would be higher than
for the combined property and
business because it is unlikely that
one would be marketable without
the other.

Because this is true, such a sep-
aration may not be required, but
certainly there are many reasons it
may be necessary—including in-
come tax considerations.

When using the income capital-
ization approach, it is a good idea
to include the following questions.

* Does the income estimate in-
clude revenues from all appli-
cable sources? Is the income
supported with data from
competing courses?

* Are expenses consistent with
other courses of similar qual-
ity? Is the maintenance budget
large enough to include a re-
serve for replacement of such
items as trees, sand, and
improvements?

* Does the capitalization rate ac-
curately reflect the mortgage
and equity requirements for the
property type appraised?

COST APPROACH

The cost approach can be a reliable
indicator of value for most types of
golf facilities. This is because few
sales are usually available and no
profit motive exists from which to
formulate reliable income patterns.
Raw land valuation is accom-
plished by a sales comparison with
any potential development ground
valued in the appropriate manner.

Potential problems in the cost

45
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approach arise in connection with
the estimate of the cost to con-
struct the golf course. This area of-
fers the greatest possibility of er-
ror. Construction costs for golf
courses vary greatly based on the
type of course desired and the mar-
ket for which the course is to be
built. Costs per hole can range from
below $100,000 to in excess of
$500,000, depending on topogra-
phy, hazards, the irrigation sys-
tem, rock, and design. It is
important to know how much earth-
moving was necessary and to what
specifications greens and bunkers
were constructed. If possible, a
conversation with the architect who
designed the course should provide
some insight into its current cost.
If this is not possible, an architect
familiar with the course is a viable
alternative.

Depreciation of golf course im-
provements can be estimated
through observation, as well as
through discussion with the greens
superintendent regarding the cost
to cure some items and the ex-
pected life of others. An age—life
method can be useful for a golf
course, just as for any other prop-
erty. Renovations and design up-
dates are usually included in the
maintenance budget unless they are
major, and in that case such changes
are usually by choice, not of ne-
cessity. It is therefore important to
understand that golf courses usu-
ally have long economic lives.
While some courses are redevel-
oped into other property uses, many
courses, especially private clubs,
have been on the same site for 50
years to 100 years or more. Al-
though it is not possible to predict
future trends with any certainty,
development trends in the subject
area should be considered when
estimating the economic life of the
subject property.

Other items that must be in-
cluded in a cost analysis are the
clubhouse and interior improve-

ments, the maintenance building
and equipment, and such items as
flags, benches, water fountains, tee
markers, and yardage markers.

A good cost approach can pro-
vide an accurate value indication
and also determine the feasibility
of development based on a cost
versus value comparison. When
appraising any property, it is im-
portant to remember the difference
between cost and value. But in the
valuation of a golf course, con-
struction costs can vary so much
that the theory of contribution must
be considered at all times. An ad-
ditional point to consider is whether
the potential purchaser/developer
is analyzing the market value of the
golf course or its value to such ap-
purtenant uses as residential or ho-
tel property. When the appurtenant
use is the reason for the golf course,
the cost might be manipulated to
meet the profitabilitgf objectives of
the appurtenant development.
Construction of a high-cost, high-
quality championship layout might
be the only alternative to meet the
requirements of the user, but even
developers of the most visible, high-
budget courses must consider the
value to the surrounding develop-
ment and adjust costs accordingly.
In summary, there are cases in
which an increase in expenditure is
justified to meet the expectations
of the market. There are also cases
(sometimes the same cases) in
which costs must be limited to meet
project profitability objectives.
Design features can be easily ma-
nipulated, within reason, to meet
cost objectives and, assuming a
good design is used, the result of
such manipulation is obvious to
most golfers.

One caution flag that must be
raised when using the cost ap-
proach, however, concems the golf
course construction cost estimate.
As was previously stated, the cost
can vary greatly. Therefore, it is
important to know exactly what
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type of course is being appraised
and to be familiar with many of the
items discussed in the property
analysis, including the cost of fea-
tures and design. The property
analysis is the basis for the cost es-
timate and can produce grossly in-
accurate results if costs are derived
without particular attention to the
unique features of the subject
course.

CONCLUSION

As was shown in this article, the
valuation of a golf course is simi-
lar to other appraisal problems, but
it offers the challenge of valuing
not only real estate and a business,
but the combination of business and
real estate. It is imperative that ap-
praisers gain a thorough knowl-
edge of the golf industry and de-
velop a familiarity with the game
and course design in order to ac-
curately identify the quality level
of the product being appraised. All
approaches can be used effec-
tively. The quantity and quality of
the data and the type of course being
appraised are usually the factors that
determine which approach would
be most useful. It should be clearly
understood that the typical golf
course appraisal assignment in-

volves the valuation of a business
entity in addition to the valuation
of real estate.

If a separation between the mar-
ket value of the real estate and the
business is desired, a residual tech-
nique would be in order, since there
would be little if any market data
available to support the sale of one
without the other. An analysis of
typical management fees as a ba-
rometer of business value would be
unjustified because any real estate
requires management. It would be
difficult to separate business man-
agement from real estate manage-
ment of a golf course project, es-
pecially if the same firm were
handling both.

It should also be noted that ap-
praisers need to “identify and con-
sider any personal property, fix-
tures or intangible items that are
not real property but are included
in the appraisal.”’

It is apparent that the valuation
of a golf course facility offers many
of the problem-solving challenges
with which appraisers are familiar.
This type of assignment also offers
an inside look at facets of the game
and business of golf rarely expe-
rienced by a typical golfer, or a
typical appraiser.

1. American Inst. of Real Estate Appraisers, Code of Professional Ethics and Standards of Profes-
sional Practice (Chicago: American Inst. of Real Estate Appraisers, 1990), Rule No. 1-2e, B-

2.
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