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WHAT TO LOOK FOR

LOOK FOR INCREASING TRENDS

Increasing revenue numlbers year over
S year is a good sign for any business,
but increasing expenses can
be a problem. There are times
you would expect expenses
. fo increase as revenue grows,
/ but this is not always the case.
In this financial statement, we
are seeing great increases in
green fees, pro-shop and rentals
sale and finally food and beverage
sales. This is awesome to see, but why
is it happening? Were the weather
or course conditions particularly good
this year2 Did you have a very successful
offer this season? What clubs did you carry
in the shop this season? What about clothing linese
Did your members buy more pro-shop products or was it
mostly public, whye What made the huge difference in
food & beverage sales this year over laste By asking these
questions, you can be sure of the reasons behind the
frends you're seeing. Was it a fluke? Or was there actually
changes made that led to this extra revenue. By digging
just a little deeper and asking some questions, you can be

sure you're making a solid plan for the following season.

LOOK FOR DECREASING TRENDS

Decreasing revenue numbers are a froubling sign or an
opportunity for improvement, depending on how you
deal with it. In this example, we can see the membership
sales as a whole are steadily dropping, despite couples
and senior members showing increases. Both adult and
junior memberships have shown steady drops year-over-
year for the past three years.

This is a problem that requires immediate attention.
Tournament and lesson revenues have also been
plummeting. From 2014 to 2016, tournament revenue has
dropped nearly 40%, lessons are in the same boat with a
drop around 40%. These indicators show there’s an issue
here you should work fo resolve. This is the time to review
your competitor’s offerings in this area, and talk to your
members/tournament organizers to determine the root
cause of the drop.

LOOK FOR ANOMALIES

Anomalies in financial terms are for numbers that stand
out, or trends that stand out. In this chart there's a few odd
things happening that either: a) don’'t make logical sense
or ; b) are much higher or lower than one would expect.

Let's look at some of the logical oddities first. In this
chart we've seen increasing green fee revenue despite
advertising expenses for green fees dropping steadlily. This
is odd, usually the more you advertise, the more sales you'll
generate. This is fime to ask how your advertising in this
space is performing? How did people hear about you and
who decided to come play at your course?

Next oddity we spotted is the fact that pro-shop and food
& beverage revenues went up significantly, despite seeing
drops in memberships and fournaments. Why are members
and fournament players not buying in the pro-shop and
buying food & beverage? This is a question worth asking,
because ‘best guesses’ get you nowhere.

Another anomaly to focus on is increased expenses
or revenues that are out of the norm. In this financial
statement, there’s a few numbers that stand out. In 2016,
the $400,000 in dining room sales is interesting, and so is
the office salaries increase of $164,000 — could these be
related? Was a new chef hired perhaps? There's a few
other odd numbers on this chart, most of which were
in previous years where your data may be
limited. Still though, when looking at the big
picture like this you can get a much better
sense if numbers are out of the ordinary.

LOOK FOR PERCENT INCREASES g’“'-‘f"‘f
One other less noficeable anomaly
this year is the percent gain of the
gross margin over the year previous. There
was a 13% increase year-over-year in margin
(revenue minus cost of sales) — that's awesome,
but why? What changede Were we
more profitable? How can we continue
this trend? Another example in this
chart is when you look at fotal food
and beverage sales. When looking
at 2016 compared to 2015, we see
a 42% increase in total sales from the
dining room, snack shack and lounge.
That's a huge increase, but what
drove it2 By identifying these percent
increases you can gain addifional
perspective info what is really adding
to your bottom line.

LOOK FOR PERCENT DECREASES

When it comes torevenue sources, decreases are generally
a very bad sign. For this financial statement, we see
revenue decreases in adult and junior memberships, and
also tournaments and lessons. Even though at the end of
the day our total sales are up, these four profit sources are
showing serious decline. If it wasn't for our strong food and
beverage sales, it's very likely this year would have seen an




overall decline in revenue. This is why looking more closely
at financial statements will help you better understand your
performance for the year. It is your job to come up with a
strategy to attempt to reverse these troubling frends. How
can you get more memberships on the books?2 What about
tournament and lessonse

With a little exira effort, you may be able to turn these
numbers around and make 2017 an incredible year
combined with your fantastic food and beverage sales
and course revenues. A final point here, when it comes
to % decrease in expenses, this can be good and bad. If
your advertising spend is decreasing for revenue sources
that are also decreasing, this is something you should fix.
If your staffing costs are decreasing, and so are food &
beverage sales, this may be because you're understaffed
and providing a lower quality of service. Analyzing your
financial statements and looking for correlations between
the numbers is often a great way to identify areas for
improvements, which also leads us to our next point.
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LISTEN TO A PGA PODCAST

Creating and Maintaining a Successful
Budget with Wayne Middaugh

PGA of Canada 25 year member and Executive Professional at Port Carling
Golf & Country Club, Wayne Middaugh discusses his experience with
creating and maintaining a successful budget with fellow PGA member
Kevin Layte and Manager of Education & Programs at the PGA of Canada,
Matt Allen. Wayne will talk about his unique set-up at Port Carling, how he
manages the budget with his senior staff, how to plan for major projects,
and most importantly how to maintain budget throughout the year.

LOOK FOR RELATIVITY

Many of yourrevenue sources impact your otherrevenues
and also expenses. Try not to look at each revenue and
expense individually, but also in comparison to others. In
2016 we saw a large decrease in fournament revenue,
but a big boost in green fees — was this boost simply
because the course was more available for public play, or
was there another reason? Did the large salaries expense
increase this year have an effect on sales elsewhere?
Did the added cost of higher-qualified staff impact the
bottom line in a positive way?2

How did your advertising expenses relate to the amount of
sales generated from each items you've advertised? Does
your advertising budget align with your expected revenue
per source? These are just a few examples of questions you
can ask yourself when you fake info account the whole
picture of your expenses.

LOOK FOR STABILITY
Stability in expenses is often a good sign (especially with
increasing profit), but when you look atrevenue sources, this
could be a sign that you're plateauing and headed for a
decline. For these financial statements, there’s two items in
revenues that are showing stability and that is memberships
as a whole and sundry revenue sources. Sundry in this
instance could be revenue like club cleaning, advertising
sales, interest from investments or other revenue sources. In
our opinion, only the memberships are one to worry about
in ferms of trends. | would want to keep a close eye on
membership sales going into the next season to ensure
this slight upward frend continues/improves. In terms of
expenses, we see d few that are stable - like membership
advertising and dues, fees & fravel and promotions
expenses. This is nice to see, but only when the revenue
sources directly tied to them are not suffering because of
it. We would suggest, in this instance, more money needs
fo be put infto membership advertising
and perhaps in different ways than
before, to offset the decline we've
been seeing in sales in specific
membership types.

LOOK FOR REBOUNDS

If you're regularly on fop of
your business financials, it's
pretty easy to spot trends and
implement changes to improve
them. By looking for rebounds
year over year in specific revenue

and expense categories, you're

given valuable information on whether the changes you
implemented had an effect on the bottom line. In this
example, there's many examples of rebounding items that
should be investigated further, and specific action items
you took that could have caused the change, should be
identified. For example, the large increase in green fee
sales in 2015, or the huge increase in dining room sales
in 2016, and finally the large increase in office salaries in
2016. By identifying rebounds and the steps you may have
taken that caused them, you can get a better sense of the
impact your ‘fixes’ have had.

We hope that helps you understand some of the intricacies
of financial statements, and how they tell an in-depth story
about the health of your golf course. We encourage you
fo spend the time fo identify as many frends as possible in
your financial statements, as these should be what drives
your marketing strategies for each and every year going
forward. After all, money talks, so listen to what it has to say
to help take your golf course to the next level.

Stay tuned for our next article that will identify specific
marketing strategies you should fake to improve any areas
of concern in your financial statements.

STRONG COFFEE is a digital marketfing & training company,
based out of Edmonton, Alberta. We specidlize in educating &
fraining our clients on leveraging digital marketing strategies to
reach their business goals. Visit us at strongcoffeemarketing.com
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