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APPROVAL TO IMPLEMENT BUSINESS PLAN IMPROVEMENTS

 FOR MEADOWBROOK HALL

A Recommendation

Introduction

Meadowbrook Hall has incurred operating deficits over the last three fiscal years.  The University, working with the Board of Trustees Finance, Audit and Investment Committee, has spent the last 12 months reviewing the operating model and business plan to develop strategies to remedy this situation.

Finance and Administration, Meadowbrook Hall management and Plante and Moran business consultants have conducted market research, business model reviews and tested business model options to determine a viable solution. 

Market research identified one of the major causes of Meadowbrook Hall’s inability to produce enough operating revenue as its limited capacity to host large events 12 months per year.  Customer service is also an issue that needs to be improved.  These two key factors currently limit the amount of earned revenue Meadowbrook Hall can generate through its catering sales activities.  In addition, the business planning process identified a potential for eliminating redundancies in job responsibilities through an improved business relationship with an outside caterer.   

Meadowbrook Hall, working with Plante and Moran business consultants, has presented and refined an improved business plan that will result in the Meadowbrook Hall once more becoming self-supporting within a three-year period.  This plan also provides for repayment of the accumulated operating deficit and the investment in a new year-round tent over a six-year period beginning in FY 2006, and annually setting aside $350,000 as a maintenance and repair reserve beginning in FY 2007.   

This plan calls for operational changes that include:  

· Purchase and installation of a new 500 person tent that will be functional 12 months per year versus 4 months currently.  

· Construction of an adjacent out-building to house a preparatory service kitchen and restrooms. 
· Purchase of necessary furnishings, supplies and equipment for a top quality venue.
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· Enter into an agreement with Unique Restaurants Incorporated in order to expand the outside catering arrangement to include event sales and marketing, enhanced customer service, and the food service operation of the facility rental areas of Meadowbrook Hall.  Finance and Administration and Meadowbrook Hall management negotiated the agreement with Unique Restaurants Incorporated, and the Marketing Event Sales, Catering and Banquet Agreement attached as Attachment A was reviewed and approved by the Office of General Counsel and is in compliance with the law and University policies and regulations and conforms to the legal standards and policies of the Board of Trustees. 
· Reduction of discounts given to Oakland University groups.  This does not include student groups, which will continue to receive favorable pricing.

The University will report to the Board at least semi-annually on actual and projected performance based on parameters set in the business plan.

Budgetary Implications:

Attachment B is the operating pro forma through FY 2010 based on the revised business plan.  The pro forma projects that facility rental revenues will grow from the $2,400,000 budgeted in FY 2004, to just over $5,000,000 in the next five years.  It is projected that Meadowbrook Hall will once again be self-supporting beginning in FY 2006, with sufficient surplus revenues to begin repaying the accumulated deficit and the loan from the University for the expanded capacity.  

The cost for a 500 person year-round tent, satellite kitchen and restroom facilities associated with the required expanded capacity is projected to be $1,400,000.  This will be funded through a six-year loan from the University, to be repaid from surplus operating revenues at Meadowbrook Hall.

Schematic Design Parameters

A photographic image of the permanent tent, a rendering of the interior, and a sketch of the footprint for the tent and outbuilding are included as Attachment C.  The permanent frame tent with attached porch will accommodate 500 seated guests, at approximately 82 feet by 135 feet. The frame, sides and floor will be engineered to meet anticipated snow and wind loads.  The 13 foot high side beams will be secured with cement footings and the exterior liner will be constructed of heavy gauge vinyl.  The sides also include wood constructed French doors on three sides.  The sub-floor will be constructed of aluminum trussing and steel bracing. It will be secured with cement footings and will house HVAC concealed duct work and electrical wiring.  The flooring will be constructed of a wood underlayment and all-weather oak parquet patterned floor.   
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The ceiling will be draped with a flowing liner.  Lighting includes three crystal chandeliers and perimeter downlighting.

The service outbuilding will be 2,000 square feet and is of wood construction.  It is adjacent to the tent, connected by a brick paver patio with awning.  This building will include restrooms, prep kitchen and utilities/storage area.  Utilities to site include 
water, sewer, plumbing, electrical and HVAC.  Interior finishes include kitchen prep equipment and high-quality bathroom fixtures and finishes.

In order to complete the installation of the tent and construction of the outbuilding, the University will retain the architectural and engineering design services of The Smith Group and the construction management services of Frank Rewold and Sons Construction.  This is the same team that will be engaged to complete repairs and renovation of Meadowbrook Hall.  Having this team be responsible for all of the work being done at Meadowbrook Hall over the next two years will assure good coordination, pricing and clear lines of control.  This scope of work will be added to the repair and renovation projects contracts with The Smith Group and Frank Rewold and Sons Construction.
Recommendation



RESOLVED, that the Board of Trustees authorizes facility improvements at Meadowbrook Hall that include a permanent tent, restrooms, preparatory kitchen, supplies and equipment as presented to the Board; and, be it further



RESOLVED, that the total project including design, construction, project management, equipment and furnishings shall not exceed $1,400,000; and, be it further



RESOLVED, that the project will be financed through a loan from University funds to be repaid in annual installments over a period of six years beginning June 30, 2006 with interest at the rate of 5%, or the actual pooled cash investment rate of return for that year, whichever is less; and, be it further



RESOLVED, that the contracts to be executed by the Vice President for Finance and Administration with The Smith Group and Frank Rewold and Sons Construction in connection with the design and performance of the short-term repairs at Meadowbrook Hall shall include in the scope of services the construction of an adjacent out-building to house a preparatory service kitchen and restrooms, and installation of the tent; and, be it further
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RESOLVED, that the President is authorized to execute a contract with Unique Restaurants Incorporated that shall be the same in all material respects to the attached Marketing, Event Sales, Catering and Banquet Agreement.
Attachments
A. Marketing, Event Sales, Catering and Banquet Agreement

B. Meadowbrook Hall Revised Business Plan

C. Tent Photograph, Rendering and Footprint






Submitted to the President






on ___________________, 2004 by






_____________________________






Lynne C. Schaefer






Vice President for Finance and Administration






and Treasurer to the Board of Trustees

Recommended on __________________, 2004

to the Board of Trustees for Approval by
__________________________

Gary D. Russi

President

