NEW LONDON COUNTRY CLUB, INC.

Historical Outline of Financial Operations

A. The current slate of board members:

1. A minor number of members who served in the earlier years.
2.   Many of the current board members have only recently  been elected/appointed to their        positions within the last 2 years.
3.  The board and many of its committee chairs have changed frequently since 2008.

B.   Outstanding support by the both the Head Pro and Green Superintendent during the past 

7-8 years has been the major reason for our ongoing reputation as a highly respected “private”

golf country  club.  Continued volunteer support from many club members has also contributed to 

our status as a golf club which is challenging and yet socially enjoyable.

C. Current  state of affairs commenced 6-7 years ago and was compounded by a series of decisions and events in the following years:
1. Significant economic deterioration / upheaval.

2. Failure by those boards and their leadership to properly monitor all financial

  and capital expenditures undertaken primarily by a single individual (s).    

3. An apparent  cozy relationship between that individual and the club’s “personal 

banking  representative”, was reflected in multiple note balances being outstanding 

in the fall of 2008. These notes were for the various capital projects undertaken 
during the preceding  5-6 years.  
In the final quarter of 2008, the club was apparently coerced into refinancing  those  outstanding notes /debt into a first mortgage on all of our assets.  Several weeks prior to the refinancing  the board terminated our general manager (the “single individual”).  Also, a short time later our “personal banking representative” changed employers (not sure if it was voluntary). Someone (perhaps a bank official or a senior board member) had put a halt to the open flow of financing. 
 Our regular bills were running 60-90 days behind according  to our club president at that time. The club president has also stated that  the club was not in a position to negotiate any of that financing.  That became very apparent  to me a year later ( I took office as the Treasurer in Nov. ‘09) when I reviewed the terms of the mortgage note.

4.   Declining membership (attributes / reasons):
a) Annual special assessments during 2009 and 2010. Fear of continuing assessments.
b) Much higher “per round” cost for existing members.

c) Higher mix of older members on limited income

d) Employment related moves.
e) Family time issues

f) Forces more of the fixed costs to remaining members.

g) Continuing animosity among board/club members during the 2007-2010 years

about  the operational aspects of the club.
h) Annual review and changes to the “food and beverage” structure

D. Financial event timeline:
1. Mortgage refinanced  - 4th quarter of 2008 for $4,350,000.

a) Interest and escrow only were paid from Dec. ’08 to March ’09.  A three month

        deferral of principal.

b) 20 year amortization of principal.

c) Interest rate of 7.125%. Interest rate resets on Jan. 1, 2013

d) 1% lifetime prepayment penalty
2. June/ July 2009 – first special assessment (in the form of guest passes = $660.00).

3. Interest rate reduced to 5.25% effective March 2010 through Jan. 1, 2013, based on our 
               request after preparation of the 2010 budget.  

4. July 2010 – second special assessment ($270.00 before taxes).

5. Notification by State of Connecticut tax department that NLCC has been selected to 
undergo  a  “dues, sales and use tax” audit for the period October ’08 to Sept. ’10.

a) This audit has progressed much too slowly.

 It is currently suspended pending the revenue  agent’s return from medical leave.  

My personal projection as to the outcome is in the range of $15,000 to 50,000. deficiency.  During the 2011 budget we included the estimate of $20,000 (to include professional fees, tax, interest and penalties). 

6. February 2011 – request made to the lender to make additional changes to our 
monthly  cash flow requirement.  Lender agrees to mortgage modification (minimum

               12 month deferral of principal payment), with an additional 6 months if certain financial

               thresholds are met at December 31, 2011.  Approval by both lender and borrower was
               effective March 1, 2011.
a) A property appraisal was ordered by the lender as part of this modification.  The club paid for 50% of that appraisal.  It resulted in an appraisal of $5.3 million.
7. July 2011 – after reviewing year to date (through June 30th) financial results and membership count,  the finance committee began to investigate future solutions.

a) Prepared a projected 12 month (2011) profit/loss  and cash flow statement.    

b) The club president and finance chairperson met with the Waterford 1st Selectman in July to 

discuss  several issues. We requested and received a review of our current property tax assessment.  We inquired about a property tax abatement, possibly up to 50%.  We were

encouraged by his response and suggestion about how to pursue such. We are in the process of drafting a request to the RTM committee which handles those requests. We also inquired if he or the Town were thinking about acquiring the property.
He stated that at this time that under the property’s highest and best use, he could not support the Town of Waterford owning this piece of property.

c) The committee together with a club member (volunteering her time and expertise) met

several times attempting to sell the two excess land parcels. That sale is under binding contract and should be finalized in 10 days. The sales price for both parcels is $155,000.

It should net the club $150,000. Per our ongoing discussions with the bank officials, the funds will be put in a savings account under our name, but may be used only with bank approval. This sale will save the club $3,200 in annual property taxes /operating costs.
The lender has indicated a willingness to release those funds for our continued judicious

operation of the club.

The gain on the sales of these two parcels is subject to a tax on “unrelated business taxable income”. The gain is arrived at by subtracting our “cost” from the adjusted sales price.  The
Treasurer , with the help of others, has been researching and accumulating as much of that data as possible.  We currently have a tentative cost of approximately $85,000 .  The combined federal and state tax rates on the gain is estimated at 44% (tax of $28,600.).  Those taxes must be paid in the form of estimated taxes at a specific date. We deferred the closing date till after September 1st, thereby giving the club until December 15, 2011 to
make the estimated tax payment.

8. July-August 2011:

  Met on two occasions with bank representatives (bank President and two senior lending officers) at the club for morning meetings.  
The meetings were very productive, friendly and informative.  The lender has and continues to offer assistance to the club.  They believe the current board and the employees have been extremely proactive in increasing revenue, controlling costs and pursuing new members.
 We attempted to secure additional concessions, but  the lender is in a tight situation because of regulatory review and consequently could not provide  further assistance.
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