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SECURING THE FUTURE FINANCIAL SUSTAINABILITY OF 
RANDPARK CLUB AND RANDPARK CLUB LTD 

 
Executive Summary 
South Africa has shown low economic growth over the last few years which had a negative impact 
on the golf industry as a whole. Several Clubs find themselves in financial difficulties and have 
therefore introduced discounted membership and playing packages to prop up their short-term 
cash flow issues, however these practices are not sustainable in the long term. Randpark Club has 
managed to generate cash from operations and reported a surplus before capital, finance and 
extraordinary expenditure for 7 of the last 8 years. However, the surplus is not sufficient to fund the 
capital expenditure required to maintain our status as a premier golf destination as well as meeting 
our member’s expectations. 
Section A gives an overview of the golf industry worldwide and in South Africa. 
 
Randpark Club has had to respond accordingly and over the last few years introduced several cost 
saving initiatives and introduced new income streams to supplement the dwindling golf income. 
Research shows that golf membership is no longer desirable and reducing all over the world and 
that clubs must find new and innovative ways to survive.   
Section B details Randpark Club’s cost saving and revenue enhancing initiatives. 
 
The Randpark Club membership and shareholder structure introduced in 1943 is unique and 
possibly needs to be reviewed, together with additional cost saving and income enhancing 
measures in order to ensure the future sustainability of the Club. 
 
The General Committee of the Club and the Board of the Company have deliberated these issues 
and Section C titled ‘Randpark Structure’ is included for perusal. It was decided to present this 
document to the shareholders of the Company and members of the Club at a special information 
meeting which will be scheduled at respective upcoming annual general meetings, and to invite 
member and shareholder participation to possibly serve on a subcommittee in order to determine 
the need to move with the times and evaluate whether changes are required to be made to the 
structure and benefits, which if recommended, will be in terms of the statutory requirements. 
 
Please note that this is a consultative approach to engage with both our members and 
shareholders and that NO decisions have been made at this stage by either the General 
Committee or the Board. 
 
 
 
 
 
 
 
16 September 2019 
 
 
 
 



4 | P a g e  
 

 

SECTION A 
OVERVIEW OF THE GOLF INDUSTRY WORLDWIDE AND IN SOUTH AFRICA 

 

Overview 
It is not news that the development of golf worldwide has been facing its roughest times ever. The 
growth of registered players has shown a decreasing trend since 2008, and the numbers don’t seem 
to picking up any time soon. Golf in Asia has shown positive growth, due to increased popularity as 
an emerging sport and substantial development of golf courses in recent years.  
Many factors can be attributed to the worldwide decline in the industry, but in order to have a 
clearer overview, we took historic data sourced from numerous Federations from around the world 
which was used to better understand the trends as we have seen in South Africa.  
 
Executive Summary  

 Small to medium clubs struggling to maintain courses and facilities.  

 Rising costs are putting pressure on membership fees.  

 Competition in club and golf market is reducing the income streams. 

 Clubs that operate under traditional “club operation” are in trouble as shortfalls are met by 
rising membership fees.  

 Social, demographic and commercial changes in the club industry have put pressure on 
traditional operation models.  

 The highest proportion of clubs showing signs of financial distress or serious financial 
distress are Golf only clubs. 

 
Key Trends 
USA 
Over a five year period to 2019, the Golf Courses and Country Clubs industry has expanded, 
although at a slower pace than the overall economy. This industry includes companies that operate 
golf courses and country clubs, in addition to hosting dining and some recreational facilities. Overall, 
the industry's biggest long-term challenge is broadening the sport's appeal to new players. Golf 
courses and clubs have particularly struggled to attract younger players, with many finding the clubs 
to be too conservative with respect to etiquette and the sport too difficult to learn. 

1. Ibisworld.com reported a 0.5% decline in golf and country club businesses in 2019 and a 1% 
decrease in business growth over the same period.  

2. The National Golf Foundation reported that 434 million rounds was played in the US in 2018, 
which is a 4.8% decline from 456 million, in 2017.  

3. An alarming 1230 courses closed in the US over the last 5 years.  
4. Club membership has shown a static growth year on year, as depicted in the table below 

from the “key trends in clubs” report from RSM in 2019.  
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5. Interestingly we can also see that clubs in the US have decreased or not increased, 

subscriptions in the last two years.  

 
6. It was reported that only 16% of clubs in America, now have waiting lists for members, with 

an increasing shift from private clubs to semi-private clubs.  
 
Europe 
Unfortunately, after years of growth, golf in many countries is experiencing a ‘participation 
recession’. Numbers have been in decline since 2008 and although exacerbated by the financial 
crisis, other factors are at play as well. With the current number of registered players in Europe 
sitting at 4.3 million and a forecasted reduction to 3.5 million by 2020, the industry is actively 
considering steps to help reverse this trend.  Similar trends are being experienced in the US and 
Canadian markets.  

1. The golf participation survey conducted in 2018 for Europe also stated some interesting 
findings, in line with current  trends, which included:  

 Total number of registered golfers in Europe declined by 1% year on year.  

 71 facilities closed in Europe during the year.  
When comparing survey results for the UK, USA and South Africa we find common trends which are 
hindering the growth of golf and club membership.  
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The Market in South Africa 
Registered, active Golfers – 2018 v 2017 
 
Note: findings reported below was research conducted by GBAS, through CMASA with clubs in 
2018 

 Summary 

 4% decline year over year 

 1 region (KZN) recorded  
         growth 

 Females represent 12% of  
         active golfers 

 5 regions account for 66% 
         of total golfers 

 60% of loss sourced from  
         4 regions 

 Membership in clubs only 
         increased by 2% on  
         average 

 Average attrition rate is  
         11% per annum. 
 
 
 

Golf rounds country wide increased by around 4% according to HNA in January 2019. With clubs 
seeing a similar trends over the same period.  
 
Clubs averaged 36, 879 rounds of golf for the year, on one course. All clubs are reliant on non-
member demand regardless of size, with the average non-member rounds contributing 58% of 
total golf rounds.  
 
Club Operating Profit – Club Sustainability 
Whilst typically ‘not for profit’ entities, there is a requirement for clubs to generate surplus funds, 
which are used for providing capital re-investment back into the club. Such investment helps to 
support the offer and value proposition being made. 
Operating Profit results emanating from the 2018 CMASA Operations Survey is presented in the 
following table. 

 
It was also concluded that the clubs generating enough profit to remain sustainable are mostly 
country clubs or estates, where subsidized revenue is key to the clubs growth.  
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Combating the Challenges 
Clubs of the Future 

 Different generations expect different clubs, diversify the experience.  

 Larger, more integrated facilities which offers variety and affordability.  

 A place with lots to do, a broad array of recreation and games. 

 People enjoying people. 

 Serving the entire family, but still having something for him and something for her.   

 A place to hang out, with a social atmosphere.  

 Attractive, modern facilities.  

 Casual dining and social spaces.  
 
What about Golf? 

 More practice and not just playing…. 

 Simulators  

 Golf Fitness 

 Fun tournaments  

 Leagues and programs  

 Indoor training  

 Shorter versions of the game.  
 
With endless data available, we know that the golf industry needs to change. Randpark has always 
been on the forefront of setting trends and being recognized as a progressive club. It is important 
that we acknowledge, understand and change in line with trends to refresh our club offering, to 
meet member’s expectation as well as to drawing in new members.  
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SECTION B 
RANDPARK CLUB’S COST SAVING AND REVENUE ENHANCING INITIATIVES 

 
Introduction 
The operating environment of Golf clubs have substantially changed over the years and 
sustainability is the key focus for all clubs, especially in the current economic times. Randpark 
continues to focus on a five year strategic plan, which was updated, approved and implemented in 
July 2018.  
 
It is crucial that as a club, we focus on circumstances which are in our control whilst remaining agile 
and alert to changing conditions and opportunities, which may arise. Our overriding emphasis has 
been, and will be to foster a club atmosphere which offers a lifestyle for family, friends and the golf 
enthusiast, so that all members enjoy and value their membership. This of course is the joint 
responsibility of not only the management and committee, but all of us and requires the commitment 
and goodwill of all. 
 
Executive Summary 

 Golf revenue remains static over the last 7 years, with other income increasing by 108%  

 Several successful cost saving measures have been introduced. 

 Electricity and exchange rate increases are significant and not under our control.  

 Employee headcount remains static over the last 7 years.  

 Surplus from operations are insufficient to fund new capital expenditure.  
 
Club Business Model 
The club’s business model is categorized into two revenue departments, which includes the 
following:  
 
    Golf Revenue:       Non-Golf & Other Revenue 
    Membership subscriptions      Food & Beverage including events 
    Members green fees       Creek 9 mashie course 
    Visitor green fees (including golf days)    Driving range 
    Golf carts          Coaching  
          Tennis courts  

   Sundry income which includes rental income etc. 
 

Understanding the declining trend in golf, as well as the aggravating circumstances within our 
country, the club made key strategic decisions over the years to ensure future sustainability. 
Monitoring these trends, year on year has shown the expected results and are explained in more 
detail in this document.  
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Revenue Mix Shift 2012 – 2019 

The club’s total revenue mix which is made up of golf and non-golf revenue has seen a significant 
shift over the years.  
 
Golf in 2012 made up 59% of total revenue and non-golf made up only 41% of revenue, but made a 
healthy contribution to the bottom line. This shift (which was expected, due to global and country 
wide trends) showed in 2019 that 54% of total revenue was generated by non-golf activities and 
only 46% was generated by golf.   
 
To further explain this we have broken down the golf revenue, which only increased by an average 
of 3% per annum since 2012, with subscriptions showing a 0% increase (taking into account a big 
drop off in 2014/2015 with the Firethorn project). In contrast, F&B revenue has shown a significant 
growth, with this being a major focus. We grew beverage revenue consistently by 11% per annum 
and catering revenue by 10% per annum, for the last 7 years. Other revenue streams continue to 
show positive growth, with golf carts growing by a 13% average per annum and new revenue 
streams including Creek 9, the driving range and coaching, contributing over R3, 7 million in new 
revenue towards the club in the last two years. 
 
The Firethorn project was a substantial investment and we are starting to reap the rewards of the 
work done in 2015, as we were awarded the SA open in 2018, for three years. However we also saw 
a severe dip in revenue not just during the year of the renovation but post the project.  

 
The club remains operationally profitable, despite the tough economic times and the cumulative 
challenges we face year on year. As a non-profit club we focus on improving the facilities for our 
members, with profits generated from operations. This model is under severe threat, as it is 
becoming harder and harder to fund capital equipment and improvements from the current 
operating profits. The table below depicts the financial statements for the last few years and how 
the business model has changed.  
 
1. The club has only once run at an operating loss in 8 years, which was due to the Firethorn 

project, as project related costs were expensed in the income statement. Operating profits have 
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since stabilized to circa R2.5m per annum, despite the increasing cost challenges and tough 
economic climate.  

2. Capital depreciation and finance costs doubled over the years, without expanding the fleet for 
course machinery and club equipment. We have only been able to replace the current 
equipment and have not been in a position to further improve on it, due to the significant 
rand/dollar increases in the last few years (further explained under cost analysis).  

3. All investment income was used to fund the project which reduced the below the line 
investment surplus, at its peak from R780, 000 to a cost of R505, 000 in 2019.  

4. Provisions were necessary in 2016/2017 due to the rates and electricity disputes. The club 
successfully resolved these issues and reversed the provision in 2018.  

5. We continue to invest in excess of R1m per annum into course development and clubhouse 
projects, which is over and above the CDF. This can be seen in the table below:  
 

 
 

Capital Development Fund Analysis 
 
Total investment in capital expenditure and development exceeded R49m in the 5 years alone, of 
which only R14.5m was funded from the CDF. This clearly explains and shows the use of club 
operating funds to improve on the club’s assets for the benefit of the members.  

Membership Analysis   

Description Mar-15 Mar-16 Mar-17 Mar-18 Mar-19 Total

Property, plant and equipment 2,076,918        1,361,811      1,695,123      2,673,084      2,038,110      9,845,045        

Club projects 167,985          613,929        935,260        1,795,251      901,898        4,414,323        

Firethorn project CDF 15,979,397      1,499,905      -               -               -               17,479,302      

Firethorn project expenses 3,803,229        49,078          -               -               -               3,852,307        

Firethorn opportunity costs 7,301,043        1,375,946      1,355,918      986,141        -               11,019,049      

Interest on overdraft -                 -               -               501,427        -               501,427          

Kitchen and Changeroom upgrade -                 -               -               168,350        1,829,082      1,997,432        

Sagewood bar -                 -               -               -               440,909        440,909          

29,328,572      4,900,669      3,986,301      6,124,253      5,209,999      49,549,794      

CDF raised 4,243,251        2,433,374      2,860,457      2,715,235      2,313,718      14,566,035      

Cumulative CDF 4,243,251        6,676,625      9,537,082      12,252,317    14,566,035    

CDF Spend 27,083,669      2,924,929      1,355,918      1,655,918      2,269,992      35,290,426      

Cumulative CDF spend 27,083,669      30,008,598    31,364,516    33,020,434    35,290,426    

CDF funded by own cash 20,768,117    
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As global and country wide trends predicted, we saw a steady decline in membership since 2012. 
This was exacerbated in 2014/2015/2016 with the Firethorn project, when we saw over 400 
members leaving the club.  
 
Post the project we saw very few of the lost members returning to the club, nor did we see an influx 
of new members due to the new course being launched.  With increasing economic pressures and 
added political unrest, we continue to see a decline as members are emigrating, relocating or simply 
cannot afford to be members of the club.  
 
Our focus in recent years was to grow our membership by attracting new Members in a mix of 
membership categories, to retain existing members, promoting and developing a junior golf 
programme, and raising awareness of Randpark Club in our local community. 
 

 

Randpark was once known as the club with the strongest ladies section in South Africa, but 
unfortunately lady membership as a whole declined over the years. 
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We have introduced various attraction methods over the last few years to better understand and 
meet our member’s demands. We have seen success with the categories that we have changed but 
we continue to see a decline in the categories that are still the same. 
 
Retention 

 We improved communication to all members on a regular basis, which focused on value as a club 
member.   

 Measured member rounds frequency, and created events to draw more member participation.  

 Communicated directly with members, in the form of “think tanks”, to better understand their 
expectations.  

 We survey our members at least twice a year, to gain important information.  

 We have implemented retention categories based on important information to retain members.  

 Conduct new and existing member events – the goal is to add value to the annual fee paid. 

 We ensure we have payment flexibility. 

 We have limited barriers for transition from Junior to Adult membership, within the current 
structure.  

 
Attraction and Attrition 

 We measure attrition on an annual basis and have acted on these challenges, within the various 
categories.  

 We have considered our membership structures – are they relevant for today’s market? 

 We have conducted exit interviews/ surveys – what are they telling us? 

 Know your market – both wider population and regional peers. 

 Incentivised members to introduce new members. 

 We ensure we have payment flexibility. 
 
 
 
 
 
 
 
 
 
 
 

147 

116 
100 

84 81 
71 63 

101 93 

94 

96 90 
79 78 

2013 2014 2015 2016 2017 2018 2019

Lady golfing membership movement 2013 to 2019

Lady Full playing Lady Other



13 | P a g e  
 

Food & Beverage Analysis 
 

 
 

It was a strategic focus to use the club’s unique club house facilities to grow F&B revenue, to ensure 
a healthy balance of future revenue for the club. Over the years this has proven to be hugely 
successful and one of the main reasons why we are not in a worse financial position.  

 Revenue increased by 90% since 2012 and increasing at a double digit rate every year.  

 Gross profit is at an acceptable level, considering that members discount was over R2m at the 
end of FYE2019. Randpark still operates at a lower GP margin, in comparison with other clubs, 
but this is by choice as we believe that increasing prices more will impact negatively on members 
support.  

 Net profit remains stable, but will continue to be a challenge as expectations for service delivery 
and standards increase. Ongoing efforts to improve on the service and standards cost more in the 
end.  

 F&B contributes a massive R6, 2m net surplus before the allocation of club expenses, which 
increased from only R3m in 2012.  

 We have over the years amended the business model to more accurately reflect the cost structure 
for F&B, which has resulted in a more accurate bottom line percentage of around 7% to 8%.  

 
Focus on Revenue 2016 - 2019 

 

New revenue streams created:  

 Focus on function, conference and events equated to F&B income increasing by 90% in just 5 
years.  

 Focus on golf days increased visitor income by 35% since 2016. 

 Securing blue chip companies as new clients, including FNB and Famous Brands, is showing our 
success at establishing the club as a competitive brand in the market, not just for golf.  

 Driving range was brought in house, with average turnover of R2, 000, 000 per annum. We also 
introduced a range membership and 53 new members signed up since 2017 

 Coaching model introduced in 2018, with a total budgeted net surplus of R778, 000 for the club 
FYE2020.  

 Focus on securing tournaments on an annual basis. SA Open contract signed for three years, SA 
Amateur Stroke Play signed up for three years. Nomad’s nationals secured and successfully 
hosted in March 2019.  

 Golf cart profitability model changed after careful consideration and showed a 85% increase 
year on year in net profit.  
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 Total Golf Income since 2012 increased by R6, 2 million (32%), despite subscription income 
declining by almost R1 million, of which R600, 000 was in the year of the FT Project.  

 Non-Golf income increased by R18, 4 million (108%) over the same period.  
 

 
 
In Progress  

 Investigation and consideration of a new membership model for FYE 2021 

 Driving range upgrade with potential investment partner on-board.  

 New reciprocity model for members benefit and attracting golf rounds from visitors.  

 5 Year development plan focusing on club facilities to grow non-golf related income, as per the 
strategic plan.  

 
Cost Savings Analysis 

 Sponsorship agreements are fundamental to reducing costs, generating additional revenue and 
improving club facilities. We continue to drive more of these initiatives and have successfully 
achieved the following:  

 Golf Ads signed a 5 year agreement with the club for advertising and invested R450, 000 for 
course furniture, tee markers and fairway distance markers.  

 CM attorney’s constructed the new toilets on the 5th Firethorn for members, post the 
renovation.  

 Global golf invested in excess of R2m in the upgrade of the golf shop and driving range shop in 
2017, with the renewal of their lease in 2016. 

 Mercedes Benz sponsorship gives members the use of the club’s Vito, for club related activities 
and pays towards the cost of scorecards and golf carts. The total investment from Mercedes 
Benz is in excess of R400, 000 per annum.  

 
Course condition is a vital part of our business and one of the single most important reasons for our 
continued success as a club. With this being said we have focused on the costs of course 
maintenance, especially during difficult economic times.  
 

 
Course maintenance costs increased by an average of 4% per annum in the last 7 years. Course 
maintenance costs including development costs, decreased year on year by 1% since 2012. Big 
savings have been made in recent years, due to improved best practices all year round. We have 
saved significantly on fertilizer and wetting agents, compared to previous years and in comparison 
with other clubs.  
 

2012 2013 2014 2015 2016 2017 2018 2019

Membership subscriptions 9,350,311      10,233,657     10,351,583     9,846,517      10,038,436    10,553,594    10,156,619      9,422,362        

Shareholder rebate 2,300,000-      2,544,154-       2,740,195-       2,820,494-      2,888,086-      3,157,859-      3,341,484-        3,204,183-        

Net Membership subscriptions 7,050,311      7,689,503       7,611,388       7,026,023      7,150,350      7,395,735      6,815,135        6,218,179        

Member green fees 5,247,339      5,843,298       6,036,873       4,477,865      5,136,745      5,633,616      5,624,381        5,635,235        

Visitor green fees 6,670,180      7,372,131       7,459,652       4,522,502      7,820,739      8,468,319      9,916,468        10,569,407      

Golf cart income 2,231,285      2,605,527       2,800,165       2,046,680      3,331,487      3,697,226      3,886,822        4,458,190        

Total golf income 21,199,115    23,510,459     23,908,078     18,073,070    23,439,321    25,194,896    26,242,807      26,881,011      

 -

 5 000 000,00

 10 000 000,00

2012 2013 2014 2015 2016 2017 2018 2019

Course Maintenance including payroll
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We been able to keep course maintenance cost very low and a recent comparison with other two 
course clubs in SA showed that our maintenance costs are well below theirs, in fact even below 
some of the one course clubs.  
Golf course comparison with other two course clubs: 
Randpark - R8, 806,227      Club A - R14, 488,305      Club B - R13, 924,560      Club C - R12, 600,000  
 

Casual labour, mainly related to F&B is a crucial part of managing seasonal business within the club. 
Casual labour for many years went as high as R1, 000,000. With focus on managing this expense, we 
were able to reduce the cost in FYE2019 to only R650, 000.  With this new structure in place we will 
continue to show improvement in FYE 2020.  
 

 
Cleaning contract expenses remained static over the years, with marginal increases due to ongoing 
efforts to reduce the cost of consumables used within the club.  We have seen escalating labour 
costs due to statutory increases. FYE 2020 will show a significant saving of R192, 000 in the total cost 
of cleaning. 
 

 
Equipment like crockery, cutlery and glasses cost reduced over the years as more effort went into 
purchasing through events and increasing the dependency on suppliers to provide stock. We have 
also funded this expense from major tournaments in the last two years.  
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Electricity tariffs increased by 333% between 2007 and 2017, with the biggest increase being in 2011 
according to https://www.thesouthafrican.com/news/eskom-electricity-prices-for-april-from-1970/  
which is depicted in the graph below, comparing tariff increases vs inflation. However, Randpark has 
only seen a 118% increase due to the implementation of cost controls in the last 7 years. This is even 
more impressive when we consider the increased use of club facilities to generate revenue from 
functions and events.  With even higher increases being forecasted we are investigating solar and 
gas solutions as alternative sources of power to manage future increases.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fuel cost increases remained very low at an average of 10% over the years, in line with the annual 
increases. Fuel cost per litre was R9.43 in 2012 vs R15.59 in 2019, with continued focus on managing 
the fuel spend every year. New course cutting techniques was introduced in 2019, which will 
improve course conditions and save on fuel.  
 

 
Laundry includes all function linen and towels for locker rooms. Total laundry costs increased 
marginally over the years, due to ongoing negotiation with suppliers. Despite the significant annual 
increases of water and electricity, which forced suppliers to increase rates at a higher rate than 
inflation, we still only reached the total cost this year which we incurred in 2012. 

 -
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Printing & stationery substantially reduced over the years with scorecards now costing just over R1 
per card vs over R3 per card in previous years. Printing and stationery over the years exceeded R360, 
000 per annum, with recent years being around R120, 000 per annum.  
 
 

 
Massive property rate increases was one of our biggest hurdles in recent years which we have 
managed to mitigate by active participation in the negotiations with council, saving the club over 
R1m per annum.  
 

 
Improved preventative maintenance practices showed a significant reduction in maintenance 
expenses. We are currently spending on average R350, 000 per annum vs as much as R750, 000 in 
previous years. Other initiatives to save costs included the replacement of the geyser system in 
2018. The most affordable replacement cost was quoted at R350, 000, but further homework and 
research allowed us to replace the system with a great solution at only R84, 000.  

Repairs and maintenance for carts reduced over the years due to improved practices, it peaked in 
2014 at R370, 000 and reduced over the years to R250, 000 in 2019, despite the increased cost of 
parts, due to the rand/dollar.  
 
Course machinery continues to be a huge challenge for the club as the total fleet is aging and 
replacement is proving more difficult due to the increase in cost per machine. A new rough cutter in 
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2007 cost the club R430, 000 whereas the same machine in 2018 would cost R1.3m. This has led to 
an increased focus on improved maintenance and refurbishment to extend the life of all our 
machines. Two great examples of cost savings in this regard would be:  

1. Walk behind mowers were refurbished to extend the lifespan of 4 years and we successfully 
saved the club over R1, 380,000 in capital replacement costs.  

2. With the right expertise, we revived old course machines at a cost of R120, 000 which saved 
the club in excess of R980, 000 to replace the same machines.  

 
These improved maintenance practices reduced the cost per annum since 2012, it peaked at over 
R870, 000 in 2017 and reduced to only R725, 000 in 2019, despite the significant increase in the cost 
of parts due to the Rand/Dollar. 
 
Security remains a crucial part of the club with the risk of incidents on the rise. The cost of security 
is not cheap as it is labour intensive and escalates at an average of 10% to 12% per annum, 
depending on statutory increases. We have revised the current structure with the recent upgrade of 
new cameras and will show a significant saving of around 20% per annum starting at the end of 
FYE2020.    
 

 
We saw a significant spike in water costs due to increases and limited capacity in the clubs water 
infrastructure. We implemented a new system in 2017 and saw a steep reduction in cost which 
peaked at R500, 000 in 2016.  
 

  
League team expenses include all league costs which the club incurs every year. These costs have 
significantly reduced over the years due to sponsorships and the addition of the entrance fee, 
applicable to CGGU.  
 
Sales & Marketing initiatives are important for the club’s image, brand and future revenue streams. 
This department was previously outsourced and was brought in house during 2017, to help reduce 
the cost. Sales & Marketing spending resulted in more opportunities and securing of major 
tournaments. With the SA Open being signed for a further two years, we are able to capitalize from 
the exposure of this tournament and can therefore show a saving in FYE 2020.  
 
Payroll Analysis 
Randpark's has always seen a relatively high average salary to turnover ratio, which peaked at 57% 
in 2007 but has come down over the years as can be seen below. The spike in 2015 was due to the 
Firethorn project and slowly declined as revenue increased post the project.  

 -
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Note: These ratio’s includes variable costs of labour for functions and events, overtime and public 
holidays. 
 

 Salary to turnover ratio in FYE 2013 and FYE 2014 was lower, due to some areas of the club 
being outsourced at the time. Other changes which also affected the total cost was ongoing 
statutory pressures to pay overtime on Sundays and public holidays, as opposed to time off.  

 In 2014 the labour broking laws were changed, which meant that all previously outsourced 
staff was brought in house.  
 

Total staff compliment has not increased much since 2013 despite adding additional businesses like 
the driving range, Creek 9 and for a short period the Brewery. With a big focus on service delivery 
and improved facilities the club implemented some key decisions to achieve these goals.  

 The increase in heads in 2015/2016 was course staff, due to project works and growing in of 
the course during the completion period.  

 The club moved from ride on greens mowers to walk behind mowers, which improves the 
putting surfaces. This required additional staff to push the walk behind mowers.  

 Maintenance team increased from 3 to 5 over the years, as the aging facilities needed more 
preventative maintenance. This increases quickly showed a saving in the club house 
maintenance costs, as we saw a decrease in overall costs.  

 F&B headcount reduced over the years, despite the fact that F&B revenue has doubled in 
the last 5 years.  
 

 
Total payroll increase year on year averaged 6.4% per annum since 2012 and only increased by 5% 
from 2018, with a 4.91% increase budgeted in 2019.  
 
The balance between reducing costs without impacting on the experience and the product, is a vital 
part of our strategy, but so is growing revenue.  If in an effort to save cost, we impact our ability to 
produce great service and facilities, then we will struggle to grow revenue.  As a progressive club 
with a dedicated management team and committee, who is never afraid to challenge the status quo, 
we will succeed in finding this balance to ensure a future for Randpark, and its members.    
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1. Background 

Randpark Club (“the Club”) is a voluntary association that provides golfing and 
other recreational facilities to its members, their guests and other users. The Club 
operates in terms of a constitution and has legal personality independent of its 
members. 
Randpark Club Limited (“the Company”) is a public company. Its principal asset is the 
farm Randpark No. 268 IQ (“the property”). 
The Club came into being in 1940. It came into existence as the Windsor Park Golf 
Club.  
Windsor Park Club Limited was incorporated in 1946 and changed its name to Randpark Club 
Limited in 1969. 
 
The early history of the side-by-side existence of the two entities has 
become somewhat obscured by time. 
When the Club was first established, the land on which the Windsor Park 
Golf Course was to be established, measuring 52 morgens, was made 
available to the Club by the township owner of the Windsor Township. 
During 1943 the township owner granted the Club an option to buy the 
land. This option was ceded to and exercised during 1946 by a company, 
Windsor Park Club Limited (later renamed Randpark Club Limited), formed 
for the specific purposes of acquiring the land on which the course was 
situated. 
 
During 1951 a further 22 morgen was acquired by the company for the purpose of a  
re-Iayout of the golf course. At that time an 18-hole layout was already in 
play, but it had been completed only recently before. Presumably an 18 
hole golf course was somewhat cramped on the land that had been 
acquired in 1946. 
 
The Club engaged at the time the very reputable golf course designer, Bob 
Grimsdell, to design a new course layout on the land that was then 
available, measuring in total approximately 74 morgen. The new course 
was opened in 1955. Apart from the golf course, improvements on the 
property at that time included a clubhouse, as well as tennis courts and 
bowling greens and, presumably, sheds, storage areas etc. 
 
From approximately 1964 onwards the directors of the company purchased 
further land to the extent of 137 morgen for the purpose of establishing a 
further golf course. The additional land was more than was needed for an 
additional course and the surplus land were laid out as residential 
townships, Randpark, Randpark Ext 3 and Randpark Ridge, and the 
individual erven sold. The Company shared the development profits with the developer, 
Mondorp. 
 
The proceeds from the sale of the residential plots, coupled with some loan 
Finance from Sanlam and the issuing of shares between 1969 and 1973, enabled the 
Company to have a further golf course designed and laid out and to build a new clubhouse, a 
golf professional’s shop, caddy shelter, 
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a compound, three residences for staff, 4 tennis courts, a substantial car 
park and golf practice tees and greens. These were completed by the 
early 1970’s. As the sales of the residential erven progressed the Company 
was able to repay the loan finance that had been obtained for the project, 
eventually leaving the property unencumbered. 

 
The operations of the Company as a vehicle for acquiring the land for the purposes of the 
Club was financed through loans and the issuing of shares. Taking up shares 
was coupled with benefits extended to the investors in their capacity as Club 
members. 
 
The Club obtained preference shares in the course of the expansion project that 
was embarked upon in the sixties and completed in the seventies as compensation for the 
original land that went into the expansion project. 
 
The Club’s preference shares were in 1987 converted to ordinary shares. The Club at 
a later time also purchased further shares when these were put up for sale by other 
shareholders of the Company. The Club today owns approximately 18.3% of the issued 
shares of the Company. 
 
The Company makes the property available to the Club in terms of a written “Use 
Agreement”. The current Use Agreement was agreed to and signed in August 
2009. The 2009 agreement replaced and partly superseded a prior Use 
Agreement. The prior Use Agreement was not dated, but was apparently agreed to 
in 1991.  
 
The very first version of the Use Agreement was in 1944 when the Club raised funds to 
acquire the land and every contributor received a certificate stating that he is the holder of 
number of units applied for. That entitled the member to elect the 5 Finance Committee 
members, have 5 votes per unit held and to receive a rebate of £1.1.0 per annum per unit, 
held by such member in respect of any annual subscription for membership. 

 
(Partly extracted from documents prepared in Nov 2008 by D Watson and May 2013 by Adv Frans Barrie SC ) 

 

 

2. The Use Agreement 
 

In terms of the Use Agreement clause 3.1 

 

the company was established for the sole purpose of acquiring the property to provide club 

facilities to the shareholders and the members of the club by making the property available to 

the club on the understanding and basis that the company will show no profits on its dealings 

with the club. 

 

Clause 3.5 states that 
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the company originally issued shares to the shareholders on the understanding that, subject to 

the constitution, shareholders will be able to obtain membership of the club without the 

payment of membership fees or entrance fees. 

 Clause 4.1 states that 

The company hereby makes the property and all buildings and improvements erected on the 

property, including all golf course and tennis courts, available to the club, to be utilized as 

provided for in the constitution, at no consideration except that the club shall be liable for all 

administrative expenditure, municipal rates and other charges and taxes which may be payable 

by the company in respect of the property or otherwise. 

In clause 4.2 the Club’s responsibilities are listed which includes inter alia, insurance cover, 

maintenance, process to be followed if structural changes or alterations are made to the 

property, etc. 

The shareholder financial benefits are described in clauses 5.1.1 and 5.1.2 which state 

a shareholder/member shall receive a rebate on annual subscriptions payable by members of the 

club, which rebate shall be calculated at the ratio of one five-hundredth of the annual 

subscription payable by an ordinary full-paying male member for every share owned by such 

shareholder/member 

and 

if the rebate that a shareholder/member receives in terms of 5.1.1 exceeds his annual 

subscription, such shareholder/member shall in respect of the excess receive such credits 

regarding his use of facilities of the club as the general committee may from time to time 

determine. 

  

Clause 5.4 limits the rebates as follows 

A shareholder/member who on or after 1 April 2008 acquires ownership, or beneficial 

ownership, or rights in terms of a nomination intended by clause 5.3, in respect of more than 

500 shares in aggregate, shall not receive a rebate as referred to in clause 5.1.1 and credits as 

referred to in clause 5.1.2 in respect of more than 500 shares. 

(There are currently 36 members who acquired shares in excess of 500 before April 

2008) 

Clause 6.4 of the Constitution of the Club defines the powers of the General Committee as: 

To determine the sub-classes of membership, the privileges attaching to the various classes of 

membership and the entrance fees, subscriptions, levies and other fees for which the various 

classes of members shall be liable to the Club, but subject to the terms of this Constitution 

Clauses 9 and 10 of the Constitution of the Club defines Membership and the election to 

membership. These clauses and procedures are in line with other non-profit social, sport and 

recreational club rules. 

 In terms of clause 22 of the Constitution of the Club 
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Shareholders of Randpark Club Limited shall from time to time as members of the Club enjoy 

such special rights and benefits as the General Committee and the board of Randpark Club 

Limited may from time to time agree in writing 

3. The Issue 

In terms of the Use Agreement, the Club is responsible for all costs related to the land and 

improvements and the land is made available by the Company to the Club at no 

consideration. The Shareholders of the Company receive a rebate from the Club on annual 

subscriptions as set out in clause 5.1.1 of the Use Agreement, provided that the shareholder 

is also a member of the Club.  

It is therefore clear that although the Company is not entitled to any form of compensation 

from the Club, it is the shareholders who have a right to compensation in the form of a 

subscription rebate. The question to be asked is whether the current method of calculation 

and quantum of the rebate is fair to all stakeholders i.e. shareholders, members, Club and 

Company and how the rebate can be utilised at the Club. 

The economic climate in the country has a direct impact on the golf industry and clubs and 

we have seen a decline in specific member categories and subscription income over the last 

9 years at Randpark. There are many factors influencing the financial affairs of the Club of 

which the current shareholder/member structure is one to be considered and debated. 

The effect and consequence of the Club/Company structure is that the Club does not receive 

subscriptions from all its members which, together with other mentioned factors, could lead 

to sustainability issues. 

. 

4. The Property 

The Company has for many years up to 2012 reported in the directors’ reported the 

property is made available to the Club at no charge to promote their sporting activities on 

condition that they pay the running cost and maintenance as well as improvements and 

renovations. 

It was also reported that the Club is responsible for the funding of all improvements, 

renovations, repairs and maintenance of the buildings. These capital expenses were 

recognised as assets of the Company at the cost thereof by transferring the amounts to 

reserves. 

[It should be noted that there was never a contractual obligation in the Use Agreement or 

otherwise, imposed by the Company on the Club to effect improvements.] 

The accounting treatment and disclosure was questioned in 2013 and in a memorandum 

prepared in 2013 to the General Committee, it was stated that the 2012 financial statements 

of the Company reflected immovable property and reserves of R23m arising from the 

recognition of buildings funded by the Club. 
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The financial statements of the Club in 2012 reflected under improvements to leasehold 

property, a gross value of R11,7m. The difference in value can be attributable to the fact that 

the Club has expensed R12m and has not capitalised all the improvements. 

Both the Company and the Club adopted the International Financial Reporting Standards 

(IFRS) for SME’s in 2015 and the financial statements of the Company were restated.  

Immovable property has since then been reported in the Company as R1,4m at cost. The 

revaluation surplus was written back against the value of the immovable property. 

Extensive work was done in 2015 to analyse the Company’s fixed asset register and balance 

sheet movements to identify the individual items making up the R1,4m. It must be noted 

that the R1,4m represents a net cost. The Company developed residential townships as 

reported in section 1 above and development profits were offset against the capital spend. 

97% of the R1,4m was expensed before 1973 and the bulk of it between 1969 and 1971. 

That coincides with the capital raising by the Company in the late sixties. 

The present value of the R1,4m investment in 1970 at an average inflation rate of 6% would 

be R24m. 

If one adds the Club’s spending of approximately R30m on the property, funded from own 

resources and the Capital Development Fund introduced in 2012, to the R23m cost of 

improvements disclosed in the Company’s financial statements, the total investment in the 

Property by the Club is approximately R53m. CDF income was circa R14,5m since introduced 

in 2012 and the contribution by shareholders to the CDF was approximately R5m.  

The above is merely an explanation of the reported values of the property in the audited 

results of the Company and the Club over the years and it is not suggested that the value of 

the land/property is equal to a net present value calculation. 

 

 

 

5. The Rebate 

There were extensive debates and negotiations during 2008/2009 which eventually 

culminated in the August 2009 Use Agreement being signed. The Company’s representatives 

stated: 

One needs to go back in history to establish the rationale and reasons for selling shares to 

members. In the late sixties, the Company had to raise substantial funds to construct the 

Randpark golf course and build the new clubhouse. Members were offered life memberships if 

they purchased 500 shares – the par value was R2 per share. Life membership was in fact the 

guarantee that the holder of 500 shares would not ever have to pay Club subscription. 

Another area of concern is that shareholders are increasing their holding and using the excess 

rebates as a dividend to finance their general golfing expenses. This is contrary to the spirit of 

the agreement. 
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The Club argued at the time that shareholders who have more shares than what is required 

for their subscriptions should not receive any additional credits on their accounts. A 

mechanism to work the credits out of the system was proposed. 

The final negotiated position as reflected in paragraph 2 above was that benefits and 

rebates were limited to 500 shares if acquired after 2008. Those shareholders who had 

acquired more than 500 shares before 2008, retained benefits on the total shareholding.  

Furthermore, the principle of utilising the excess rebate was also retained. It was noted that 

the practice over the years until April 2008, was that the excess was credited to such 

members’ accounts with the Club and could be used for purposes of payments to the Club or 

for goods and services provided by the golf professional’s shop at the club (albeit that the 

shop was neither operated nor owned by the Club) 

The rebates granted over the last 7 years are depicted below. The Club member count of all 

categories is approximately 2 100 and has not changed significantly over the last few years 

but the mix has changed resulting in invoiced subscriptions to remain approximately the 

same. The male ordinary members reduced from 1050 in 2010 to 582 in 2019. It is certainly 

not the shareholder male member leaving, but the full paying ordinary male member 

resulting in a reducing income base. 

 There are 347 member shareholders receiving a rebate. 

The subscriptions invoiced, received and rebates for the financial years 2013 to 2020 are 

reflected in the table below: 

 

                

  

Financial year 
ending March: 

Subscriptions 
received 

Rebate   
Subscriptions 

invoiced 
Rebate %  

  

  2013                   7 690                  2 544                 10 234  25%   

  2014                   7 611                  2 740                 10 352  26%   

  2015                   7 026                  2 820                   9 847  29%   

  2016                   7 150                  2 888                 10 038  29%   

  2017                   7 396                  3 158                 10 554  30%   

  2018                   7 048                  3 341                 10 390  32%   

  2019                   6 218                  3 204                   9 422  34%   

  2020                   6 488                  3 441                   9 929  35%   

                   56 627                24 137                 80 765      

                

 

R10,2m subscriptions were invoiced for YE 2013 and only R9,9m was invoiced for YE 2020. 

Taking inflation into account, the subscriptions should have been R16m for YE 2020. The 

rebate increased by nearly R1m from 2013 to 2020. 
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It should be noted that there are two circumstances giving rise to excess credits. In the first 

instance, shareholders holding shares in excess of 500 acquired before 1 April 2008, qualify 

for a rebate/excess credit on the full number of shares as calculated below. 

In the second instance, a shareholder shall receive a rebate based on the ratio of one five-

hundredth of the annual subscription payable by an ordinary full-paying male member for 

every share owned by such shareholder. If the rebate exceeds the shareholder/member’s 

annual subscription, he/she shall receive an excess credit. 

The split between the subscription rebate and excess rebate/credit is approximately 70/30. 

A developing trend looking at recent purchases of shares, is that shares are bought/being 

bought by members who are not ordinary male members, but members in one of the other 

categories. The implication is that the excess rebate/credit is being funded by the club.  

Example: 

 A premium male member holding 500 shares will get a rebate of R11 334 which is 

equal to the subscription of a male premium member. Excess rebate/credit is 

therefore nil. 

 If the member is a male young professional, his subscription would be R2 732 and the 

excess rebate/credit will be R11 334 minus R2 732 equals R8 602. (all including VAT) 

 The excess rebate/credit is credited to the members’ club account, and he can utilise 

the credit as payment for golf, food and beverages. 

It has also become practice that the excess rebates/credits are being used to pay for HNA 

fees, Union fees, pro shop expenses and CDF contributions. 

The Club has to pay the third-party expenses (HNA and Union fees and merchandise 

purchased at the pro shop) Due to system constraints, it is not possible to determine the pro 

shop expenses at this stage but the total amount paid by the Club for HNA and Union fees 

amounted to just under R500k over the last 5 years. 

The intention of the Capital Development Fund (CDF) when introduced was to collect a 

certain sum from all members but an amount of approximately R1m was not collected over 

the last 5 years as the charge was booked against the excess rebate/credits. 

The Balance Sheet exposure (rebates due to shareholders) as at the end of March 2019 is 

R1,2m of which 75% are due to member categories other than ordinary male members. 

 

6. It is a non-issue from a shareholder’s perspective.  

The Company issued shares in the late sixties for R2 per share to pay for the capital 

improvements. The issued share capital is currently 250 000 and the financial statements 

show a share capital value of R526 000.  

There are no shareholders left from the late sixties that made this capital contribution 

except for perhaps a few members who bought shares from the Club for R3 per share 

between 1976 and 1985. (21 170 shares were traded). All the share trading that took place 
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since then was between a willing buyer and willing seller and currently the shares are 

trading at between R130 and R160 per share. Neither the Company nor the Club benefitted 

from these trades. However, this is exactly how share trading in all companies, listed or 

private, works. The Company will only get a benefit if they issue more shares i.e. a rights 

issue. A buyer would then pay the Company when acquiring the shares. 

In terms of the Use Agreement, the company does not pay anything for the use of the 

property but must maintain it and pay all related cost.  

Shareholders may put forward the following arguments in support of the existing 

arrangement: 

1. The loss in revenue due to the rebate structure is equivalent to a cost of use payment 

for the Club. 

2. Although the Club is not collecting subscriptions from shareholders, they continue to 

support the Club financially by paying green fees and paying for food and beverage to 

the extent that their spending exceeds the rebate received. 

3. The commitment was made in the late sixties when capital was raised, that the 

shareholder will never again have to pay subscription fees to the Club. The 

arrangement was formalized in 1991 and revised and updated in 2009 and that there 

is no need to address it again. 

4. If the Club is financially under pressure, it must look at its cost structures, reduce the 

overdraft and consider selling its 18,5% share in the Company which could yield 

about R6m. 

5. Sell part of the property to developers. 

6. The structure must remain as is in order to protect the share price. If the structure 

and benefits are changed, the share price will reduce in value. 

 

7. What is the view of non-shareholder members? 

Non-shareholder members may put forward the following arguments as to why the current 

structure does not work for them: 

1. The main complaint from members is that they are subsidising shareholders and that 

the subscriptions would be a lot lower if all members pay the same. 

2. The current shareholders have not funded the Company and the system of acquiring 

the shares is flawed. A long-standing member who has paid full subscriptions for 

many years acquires or inherits shares and qualifies the next year for the rebate and 

never pays subscriptions again. 

3. The return on the investment is not commensurate with the risk. A shareholder 

paying between R80 000 and R100 000 for 500 shares will get in the first year a 

R11 300 after tax return on his investment.  

4. The structure is unusual in the sense that the dividend/rebate/return is determined 

by the Club and not by the entity in which the shareholder is invested. A company’s 

dividend is also closely aligned to profits made which is not the case in this structure. 
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5. If the finances of the Club are under pressure and it decides to increase 

subscriptions, the shareholder will get an even better return as his rebate is based on 

the increased subscription. In tough times returns should be lower, not higher. All 

members must feel the pain. 

6. Why should a shareholder member get more votes at the Club’s AGM than an 

ordinary member? The shareholder has not paid subscriptions and has not made a 

capital contribution, other than the CDF contribution, to the Company nor Club? 

7. It is not right for the Club to effectively pay a member if his rebate exceeds his annual 

subscription. That happens when the Club has to pay third parties when the rebate is 

utilised to acquire merchandise at the golf shop and when paying handicap and 

Union fees. 

8. All members should have contributed to the CDF and the excess credits should never 

be used to cover the CDF charge. It ends up as a book entry, with no cash flowing. 

9. Randpark is known to have a complicated ownership/shareholder/member structure 

and new members are reluctant to join as the perception is that shareholders are 

getting a free ride and that subscription are higher that what it should be. 

10. The rebate scheme must be scrapped and replaced with a Member debenture, 

offering a return of a fixed amount. 

Some of the arguments above are valid and others are not. There must be recognition as 

stated elsewhere that the Club is not paying for the use of the land and that the 

shareholders are entitled to a benefit. Is the current benefit in tough economic times fair? 

8. Addressing some of the issues 

 
1. The Overdraft 

 

The Club has had an overdraft of between R3m and R5m since the completion of the 

Firethorn project. However, the Club has been operating with negative working capital of 

between R10m and R13m over the last 5 years 

The Firethorn project was funded with cash on hand at the beginning of the project and 

a CDF, levied for 5 years from financial year 2013. The project as reported in several 

annual reports, finished on budget, which was R21m. Unfortunately, certain cost and 

opportunity costs were not foreseen or budgeted: 

 Loss of Golf revenue  R4,2m 

 Loss of F&B revenue  R2,1m 

 Overdraft interest  R1,2m 

 Total    R7,5m 

A further R4m interest was lost due to the fact that the project started before the 

capital amount was available, R1m CDF funds were not received in cash from 

shareholders and a further R500k related to Union and Handicap fees were paid by the 

Club and not by the shareholder members. The Club has lost a number of members 

during the construction phase who have not re-joined. 



30 | P a g e  
 

The negative working capital will not improve in the short term unless capital allocation 

is changed. The Club is effectively being funded by creditors. CDF will have to be 

allocated to course machinery and not to further fixed asset improvements. 

2. Rent vs Rebate 

There is the argument that the rebate and consequently, the loss in revenue to the Club, 

is in lieu of the free use of the property by the Club. If this is the case, the income 

received by the Company is R3,2m after tax or R4,5m before tax.  

The yield should be calculated on the market value of the property but excluding the 

improvements paid for by the Club. 

To determine the market value of the property could be a challenge as several factors 

will have to be considered like current use, municipal valuation, location, servitudes on 

the property, etc. 

Rental in the retail environment is often calculated as a percentage of revenue. 

However, it would be unusual to calculate rental for a golf club on this basis as the Club 

is a recreational club and not a profit-making entity. 

If a cost of use/rental payment structure is adopted, there would be substantial tax 

leakage. 

 

3. Value of the Rebate 

The rebate is currently in terms of the 2009 Use Agreement, calculated to be equal to 

the subscription fee of an ordinary male member for every 500 shares held. It is 

interesting to note that the wording in the 1991 Use Agreement clause 5.1.1 was 

different: 

…. which rebate shall always be calculated to cover such shareholder’s membership fees…. 

The 1991 wording is in line with the original intention that the shareholder will be a life 

member and would never pay subscriptions again. It was probably never the intention 

to create excess credits. The current practice of acquiring 500 shares for a junior, ladies, 

social, and other sub classes of membership and creating a credit which is the difference 

between the subscription payable for this specific class of membership and the 

subscription of an ordinary male member, was never intended. 

4. Use of Excess Rebate/Credit  

The Use Agreement says that excess credits may be used at facilities of the Club as the 

general committee may determine from time to time.  

 

Clause 22 of the Clubs ‘Constitution states that  
…. shareholders of the Randpark Club Limited shall from time to time as members of the 

Club enjoy such special rights and benefits as the General Committee and the board of 

directors of Randpark Club Limited may from time to time agree in writing 

 

The fact that shareholders now buy equipment with their credits from the golf shop, 

which is owned and run for profit by a third party, is just blatantly wrong. The Club pays 

for the shopping of shareholders to the extent of their available excess rebate credits.  

The intention surely was to utilize only the Club owned and run facilities like the bar, 

restaurants and green fees. 
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5. Financial contribution to the Club by shareholders 

There certainly are a number of shareholder members who spend more than the rebate 

at club facilities. However, as a group, the spending is less than the R3,4m rebate. The 

Club does not recoup the loss in subscription revenue from shareholders. 

 

6. The Clubs’ investment in the Company 

The Club received 40 000 preference shares in 1969 in the Company as compensation for 

the cost of the original land. The preference shares were converted to ordinary shares in 

1987 and during the eighties, the Club sold some shares and acquired shares resulting in 

a further net increase of 6 175 shares. 

The investment is valued in the financial statements of the club for 2018 at R6m. The 

Club will receive R6m and will be able to pay off the overdraft if it is decided to sell the 

shares. However, it will create an even more long-term sustainability issue as there 

would be 92 new shareholders with 500 shares each that are not paying subscription 

fees. The loss to the Club will be in excess of R1m per year and growing compared to a 

current overdraft cost of about R400k per year and reducing. It could therefore be 

argued that if the shares can only be sold to individuals, who will become members or 

who are already members, the value of the shares are actually NIL. That is if the shares 

are valued on an earnings multiple basis.  

The value of the investment is in fact the land. The Club has a 18% shareholding in the 

property-owning company but it will only be able to realize its investment if the 

Company sells part or all of its land. 

It may be possible to sell the shares to a Corporate but it is difficult to see what the 

benefits of such an investment would be for a Corporate if there is no intention by the 

Company to sell any of the land in the short term. 

 

7. Sell Assets 

The Company may consider selling part of the land and pay a portion to the Club based 

on improvements since 1945 or its shareholding as described above. Such a transaction 

would be very difficult to implement and to agree on values. It also does not address the 

Company and Club structure. 

 

9. Possible proposals to address the problems in the structure 

The following proposals are listed as points of debate between stakeholders and are not in 

any order of preference or ease of implementation: 

1. Revert back to the 1991 rebate calculation and limit the rebate to the subscription that 

the member would have paid. That eliminates the excess rebate/credit on shares 

acquired after 2008. Shareholders’ with more than 500 shares acquired before 2008 will 

still get an excess rebate/credit unless negotiated otherwise. 

2. Limit the rebate to say between 50% and 80% of a full paying male member 

subscription. 

3. Limit the excess rebate to be used only at club owned facilities. It has always been like 

this in the past, but it changed at some point in time without Gencom’s consent. 
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4. “Use it or lose it” principle for excess rebates/credits to be considered. Reduce the 

excess credits by say 20% per year on a first in first out principle. Excess rebates should 

not be transferable when shares are sold. 

5. Currently, only specific projects are funded by CDF and it is limited to 20% of 

subscriptions. Fund all future capital projects with a CDF including movable capital 

equipment. All members must pay the CDF and excess credits can’t be utilised against 

the CDF.  The result is that the annual subscription will reduce, CDF will go up and 

rebate leakage will reduce. Such a change would need member approval at the AGM. 

6. When a shareholder wants to sell, the Club should have the first right of refusal. That 

will eliminate new or existing members to become shareholders which will result in loss 

of subscription income. (The company status and MOI will have to be changed) 

7. Club to agree a minimum subscription for say a rolling 3 years. That will protect the 

share price. 

8. The unused rebate credits at the end of the financial year should reduce every year by a 

certain percentage in order for it to effectively expire after a few years. 

9. The Club can cancel the Use Agreement and negotiate an annual right of use or rental 

with the Company. That would mean that the rebate system would come to an end and 

the Company can declare an after-tax dividend to the shareholders. 

10. The Company should issue shares to the Club as compensation for the improvements 

over the last 40 years. The Club would then also receive a dividend as described above. 

11. By mutual agreement between the Club and shareholders, the rebate benefit is waived 

or limited for an agreed period. 

12. Shareholders to pay a percentage, say 30%, of proceeds to the Club when the shares are 

sold. 

13. Retain the terms of the Use Agreement but agree with the Club’s Gencom that the 

excess credits can only be used by the member/shareholder for golf rounds. 

 

10. Conclusion and Recommendation 

Over the last 10 years there were at least three subcommittees formed to look at the 

structure. The whole golf industry is facing huge challenges in a weak economy. It has become 

extremely difficult to increase revenue, reduce cost and to plan for future capital expenditure. 

If a member is enjoying the Clubs’ facilities, it is realistic for that person to be required to pay 

some level of member subscriptions. 

The General Committee of the Club can in terms of the Constitution, implement some of the 

proposals discussed above without further delay. It is however a complex and sensitive issue 

and it is recommended that a sub-committee is formed with Board and General Committee 

representatives to address the concerns. The sub-committee members should be nominated 

by the shareholders and members, following the two AGM’s to be held during September 

2019. The recommendations of the sub-committee should be tabled at special general 

meetings of the Company and the Club by November, to be implemented for the financial 

year commencing 1 April 2020. 

13 September 2019 


