OAKLAND UNIVERSITY

BOARD OF TRUSTEES

WORKING SESSION AGENDUM ITEM

May 1, 2002

CONTRACT FOR RESIDENTIAL AND RETAIL 

FOOD SERVICES ON CAMPUS

Division/Department:  Student Affairs

Summary:

In 1996, the University entered into a five-year agreement with ARAMARK Educational Services, Inc. to provide campus food services including board, retail and catering operations.  In 2001, the contract was extended for an additional year and it was extended again in 2002 for an additional two months, with a current expiration date of June 30, 2002.

In anticipation of the contract expiration, the University retained the services of a consultant, the Baker Group of Grand Rapids, for the purpose of assisting in gaining new perspective in making improvements to the campus food service program.  Specifically, Baker Group assisted in market research, the development of the Request for Proposal (RFP), the analysis of bid submittals and evaluation of existing campus food service facilities.  At the same time, the University appointed a food service committee of students, staff and a member of the Board of Trustees to participate in discussions throughout the process.

Based on a Request for Qualifications, ten food service management firms initially expressed interest in the program.  The RFP process generated proposals from four interested bidders: Chartwells, Sodexho, ARAMARK and Creative Dining Services.  

Selection:

Three viable proposals were compared on the basis of:  1) responsiveness to our program requirements; 2) overall program vision and quality; 3) management strength; and 4) financial plan.  As a result of this comparison, negotiations were initiated with ARAMARK.  During the course of those negotiations, aspects of the program offered by ARAMARK changed sufficiently to warrant opening discussions with Chartwells.  Upon comparison, Chartwells most closely meets the desired criteria and offers the best financial plan over the five-year contract.  Chartwells’ specific financial terms include: 
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a.) Payment to Oakland University of a total commission in the amount of $1,250,000 for a five-year contract.  This entire amount will be paid to 

Oakland University at the end of the first month of the contract.  This amounts to $250,000 in commissions for each year of the contract.

b.) Provision of a capital investment of $1,341,000 to be paid to the University during the first month of the contract.  At least $900,000 of this capital investment will be expended on the Oakland Center expansion.  The remainder will be used towards the food service operation, including cosmetic improvements to the Vandenberg dining hall and adding a food concept to the School of Education and Human Services Building.  

c.) Overall financial plan that yields a 5 ½ percent increase to the residential room and board rate.  That rate will increase by $274, from $4,978 to $5,252.

Action to be Requested at the Next Formal Session of the Board:

The Board of Trustees will be asked to authorize the Vice President for Finance and Administration to execute a contract with Chartwells for residential and retail campus food services.  The attached proposed contract, which is complete in all material respects but does not include all referenced appendices, has been reviewed and approved by the Office of the 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.  A complete contract, including all appendices, will be presented to the Board for approval at the Formal Meeting of the Board on June 5, 2002.

Previous Board Action:
On May 2, 1996, the University entered into a five-year agreement with ARAMARK with a provision for an additional year upon agreement by both parties.  The University extended the contract on April 26, 2001 for one year, and, again, on 

April 3, 2002 for two additional months to June 30, 2002.  
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Budgetary Implications:

Budgetary implications include: 

· A guaranteed commission, paid to the University in full in the first month of the contract, in the amount of $ 1,250,000.

· $1,341,000 in capital investment amortized over ten years.

· 2002-03 residential room and board rate increase of 5 ½ percent from $4,978 to $5,252.    

Attachment:  


1.
Proposed Contract with Chartwells for Campus Food Service.  Some appendices are still being prepared.
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