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APPROVAL OF BUSINESS PLAN AND ANCILLARY ACTIVITIES OPERATING BUDGETS FOR MEADOW BROOK HALL

FOR FISCAL YEARS ENDING JUNE 30, 2005 AND JUNE 30, 2006

A Recommendation

Introduction:  The new Meadow Brook Hall (“MBH”) management team, using a cost-accounting analysis completed during the first quarter of FY05, determined that MBH was in a near-crisis financial condition, and that the assumptions upon which the business model presented to the Board in June 2004 was based were not achievable; most importantly, the actual cost of constructing a permanent year-round tent that would serve large, high-end social and corporate functions greatly exceeded the projected cost.

The MBH management team analyzed the following potential business models for FY06:

1.
A cultural center based upon the current model with a museum and food service (“Cultural Center Model”);


2.
A closed facility;


3.
A museum-only facility with no food service; and


4.
A cultural center with a year-round tent.
The Cultural Center Model, operating with significantly reduced expenses and revenue projections based on a five-year historical average, offers the best opportunity for a balanced budget and the potential to support the high level of museum activities warranted by MBH’s significant national stature.  Under that model, MBH would operate as a public museum and cultural center for the University and the community.  Reasonably priced, “good quality,” on-site catering would allow full use of MBH for community, corporate and campus activities.  A summer tent would enhance corporate and social activities.  Operating costs would be offset by both museum activities and facility rentals.  See Attachment A, Meadow Brook Hall FY06 Business Models, November 1, 2004.

The Cultural Center Model includes replacing the current caterer, Unique Restaurant Incorporated (“URI”), with a contractor selected through an RFP process who will focus on sales of rooms in MBH rather than on a year-round tent.  
Net revenues from operations under the Cultural Center Model would be distributed according to the following formula:
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Operating Budget for FY05:  MBH experienced a significant operating deficit for FY04.  Beginning in late June 2004, the new MBH management team, with the assistance of the University’s Internal Audit department, implemented spending controls and initiated a process to analyze operations, personnel and financial activity in order to reduce expenses.  The reductions ultimately implemented included most of the marketing programs, approximately 60 percent of the full-time staff, and 54 percent of the part-time staff.

Because MBH’s financial systems were inadequate, and the new MBH management team was not assigned until FY05, it took the MBH management team well into the new fiscal year to assess the value of activities for cost accounting purposes before reductions could be implemented.  Therefore, FY05 expenditures include significant carry-over of operational activity from FY04.  In addition, significant salary expenses will be incurred even after terminations in FY05, including without limitation layoff notice periods and contractual severance payments.

Revenue projections from the current caterer for FY05 are down $200K from the 5-year average and down $450K from actual FY04 levels which, combined with carry-over expense activity from FY04, contribute significantly to the projected operating deficit of $438,372 for FY05.  See Attachment B, Meadow Brook Hall FY05 Budget, November 1, 2004.
Previous Board Action:  On June 2, 2004, the Board of Trustees approved facility improvements to MBH including:  (1) a permanent year-round tent, restrooms, preparatory kitchen, supplies and equipment, at a cost not to exceed $1.4 million, to be financed through a loan from University funds; (2) the execution of contracts with The Smith Group and Frank Rewold and Sons Construction in connection with the design and performance of the short-term repairs at MBH, including construction of an adjacent out-building to house a preparatory kitchen and restrooms and installation of a permanent year-round tent; and (3) the execution of a Marketing, Event Sales, Catering and Banquet Agreement with URI.
Educational Implications:  

In general, MBH must focus on its core strengths and mission; that is, providing the community with access to and interpretation of the historical and cultural legacy of Matilda R. Wilson and the auto baron age.  MBH’s goals include:

· Restoring and preserving MBH structurally;

· Protecting and properly conserving collections;

· Increasing and strengthening educational and professional opportunities for the University’s students, faculty and staff and the community through use of MBH’s resources;

· Creating a viable business model to sustain MBH’s resources and operations.
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MBH will continue to share its architectural and historical resources with Oakland University’s students and faculty, including the Art & Art History Department.  See Attachment C, 2004-05 Oakland University Student Involvement at Meadow Brook Hall.  

Budgetary Implications:  The proposed Cultural Center Model budget projects a loss for FY05 of $438,372 and a break-even performance for FY06.

Personnel Implications:  12 full-time staff and 5 part-time staff have been or will be terminated in FY05 as part of the reductions implemented to balance the FY05 budget.  None are anticipated for FY06.
Recommendation:

RESOLVED, that the Board of Trustees approve the Meadow Brook Hall Business Plan that implements the Cultural Center Model; and, be it further

RESOLVED, that the Board of Trustees approve the FY05 budget for Meadow Brook Hall, which is based on the Cultural Center Model.

Attachments:
A.  Meadow Brook Hall FY06 Business Models, November 1, 2004

B.  Meadow Brook Hall FY05 Budget, November 1, 2004


C.  2004-05 Oakland University Student Involvement at Meadow Brook Hall 
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ATTACHMENT A



Meadow Brook Hall

FY06 Business Models

November 1, 2004
FY06 Business Model Assumptions

· The MBH management team analyzed the financial potential of the following business models:

1.
A cultural center (current model with museum and food service);

2.
A closed facility;

3.
A museum-only facility (no food service); and

4.
A cultural center with a year-round tent.

· The Museum-Only and Closed Facility Models produced the largest estimated annual deficits, $349,000 and $168,000 respectively.

· The Year-Round Tent Model required almost $4 million in annual revenue just to break even, largely due to the increased cost of constructing the tent ($3 million construction estimate, or twice the originally presented estimate of $1.5 million.)

· The Year-Round Tent Model represents the highest risk model, as the University would assume all business risk associated with the capital expenditure and with no guaranteed sales from the caterer.

· The management team recommends that MBH adopt the Cultural Center Model.

ATTACHMENT B
Meadow Brook Hall

FY05 Budget
November 1, 2004

 









 ATTACHMENT C
2004-05 Oakland University Student Involvement

at Meadow Brook Hall

Research and Internships

· Heather Dunman, OU Art History Major

Unpaid intern through December 2004

Cataloguing MBH collection

· Kathleen Hill, OU Art History Major

Paid Assistantship (by MBH) through Art & Art History Department

· Susann Kamrud, OU student from Norway

Research paper on furnishing of MBH for Archeology class

October-November 2004

· Veronica Woloshem, OU graduate

Part-time in MBH Curatorial Department through grant from WSU

Researching and cataloguing on the Digital Dress Grant project

· Steven Lindsey, OU graduate

Volunteer as student through present

Various curatorial research and exhibit support activities

Docents

· Currently have five paid OU student docents

Faculty

· Both Professor John Cameron (Art & Art History) and Professor Richard Stamps (Sociology & Anthropology) periodically take their classes on free tours of the Hall.

· Both professors have recently expressed interest in teaching classes at MBH in 2005-06.

Student Activities

· Students hold two social balls per academic year at Meadow Brook Hall at significantly reduced rates.

· In collaboration with Welcome Week, Meadow Brook Hall hosted “The Walk” – a walk from campus and free tour of the Hall – for 150 new OU students in August 2004.

· Meadow Brook Hall staged a mini exhibit of OU charter class materials in the OC in conjunction with Matilda Wilson’s birthday recognition in October 2004, and Hall staff participated in a panel discussion on “OU Myths and Legends.”

· Sixteen students took (free) “Thoroughly Modern Tillie” tours of MBH in conjunction with WOCOU activities in October 2004.

· MBH staff providing assistance to three OU Marketing students who selected MBH for a class marketing project in Fall 2004.

· All Art & Art History majors can tour the Hall free.

