OAKLAND UNIVERSITY

 BOARD OF TRUSTEES

    WORKING SESSION AGENDUM ITEM

  March 6, 2002

PROPOSAL TO ENTER INTO A 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 one additional year with an expiration date of April 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 (Attachment A).  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 RFP requirements; 2) overall program vision and quality; 3) management strength; and 4) financial plan.  Aramark was selected to engage in contract negotiations because its program most closely meets these general criteria, and, more specifically, includes:

a.) The strongest focus on improvements in the retail and catering operations.

b.) Most creative vision of facility improvements.

c.) Most flexible residential meal plans with hours from 7:00 a.m. to Midnight; 

7 days per week.

d.) A projection of account sales consistent with expected growth.

e.) Management commitment to staffing stability and a performance-based contract.
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f.) Financial proposal that includes 1.) 6 % commission paid on all retail, catering and declining balance sales, with a guaranteed minimum commission, 2.) split of net profits with 75% to the University and 25% to Aramark, 3.) capital investment of $900,000 in the first three years of the contract to provide food service improvements.

g.) Financial plan that yields the lowest increase to the residential room and board rate.  That rate will increase by $249, from $4978 to $5227.

Food Service and Future Capital Improvements:

Both Aramark and the Baker Group underscored their vision of Oakland’s future food service with suggested steps to meet the demands of a student body expected to reach 20,000 and to meet our customers’ changing dining preferences.  As a first order of business, each recommended major facility redesign and the elimination of overcrowded retail venues to realize greater capacity and customer satisfaction.  

A proposed phase one expansion of the Oakland Center, with an additional 400-seat capacity, a full-sized, 100-seat coffee shop and a renovated and modernized kitchen achieves these goals.  The estimated cost of such an expansion is $8M (Attachment B). Funds for the project include commitment of $6.8M in bond revenue, Aramark’s $900,000 investment, and $300,000 from the Oakland Center’s current $700,000 reserve.  

Other campus sites that require minimal work to gain improvements in food service include the provision of beverage carts in the new School of Education and Human Services Building, and minor renovations to the Vandenberg Yacht Club to include seating and greater variety in food options.  

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 Aramark Educational Services, Inc. for residential and retail campus food services.  The contract will be reviewed and approved by the Office of the General Counsel prior to execution, and shall be in compliance with the law and university policies and regulations and shall conform to the legal standards and policies of the Board.  
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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.  On April 26, 2001, the university agreed to a one-year extension of the contract with an expiration date of April 30, 2002.  

Budgetary Implications:

The University is guaranteed a 6 % commission on all retail, catering and declining balance sales or a minimum guaranteed amount of  $714,790 over the five years of the contract.  Commissions will be returned to University Housing and the Oakland Center for ongoing food service improvements.  Other budgetary implications include: 

· A split of net profits from the operations with 75% to the University, 25% to Aramark.

· 2002-03 residential room and board rate increase of 5 percent to $5,227.  

· $900,000 in capital investment, paid to the University over first three years of the contract and amortized over ten years.  

· Relieving the University from the obligation to pay $80,000, which is the un-amortized portion of Aramark’s $100,000 capital investment under terms of the current contract extension.  

Attachments:



A.   Baker Group Report on Oakland Food Service and Facilities

B.  Phase One Oakland Center Expansion Cost Estimate

Reviewed by Vice President Mary Beth Snyder:
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Reviewed by President Gary D. Russi
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