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APPROVAL OF LEASE AND AGREEMENT TO PROVIDE 
BOOKSTORE SERVICES
Background
In 2001, Oakland University (the University) entered into an agreement with Barnes & Noble College Booksellers, Inc. (Barnes & Noble) to lease the Oakland University Bookstore and provide bookstore services to the campus, for a five-year period.  In November 2005, this agreement was amended to include the exclusive right for Barnes & Noble to sell merchandise with specific University trademarks (“Grizz Merchandise”) on campus, including without limitation in the Athletic arena.  The current agreement, as amended, expires on June 15, 2006.

With the expiration of the current agreement, the University sent a Request for Proposal to five potential vendors.  Three submitted a proposal for providing bookstore services:  Barnes & Noble, Follett Higher Education Group, and Nebraska Book Company.

The University formed a committee to discuss and review the proposals and analyze the operational and financial aspects.  Committee members are:

Peggy Cooke, Director, Business Operations and Analysis, Chair

Maria Ebner-Smith, Purchasing Manager

Richard Fekel, Director, Oakland Center

Jude Nixon, Professor of English and Director, Honors College

James Norton, Interim Associate Athletic Director of External Affairs

Montrell Porter, Student Representative

Each of the responding vendors made formal presentations of their proposals to the committee.  Reference checks were made with other universities utilizing the services of these vendors.

The bid process provided an opportunity for the University to gain benefits, including financial return and improved bookstore services, particularly in marketing and promotions, improved campus outreach and technology.  The process indicated a strong interest by the vendors to provide bookstore services, recognizing the current profitability of operations, and the potential for further growth and expansion.  
It is recommended that the University enter into a Lease and Agreement to Provide Bookstore Services with Barnes & Noble College Booksellers, Inc., for a five-year period beginning June 16, 2006 through May 31, 2011, with the option for the University to extend on a year-to-year basis for an additional five-years.  Primary factors leading to the recommendation are the store operation and design, design of the satellite space in the Oakland Center, and relatively higher financial return to the University.
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Barnes & Noble manages over 500 college bookstores, including 18 in the state of Michigan.  Regional and corporate support of the operations at the University has been strong, and is expected to continue.  The local manager is a graduate of the University and is committed to service the University community.  Within the last few years, Barnes & Noble has initiated a student discount on textbooks purchased with the SpiritCard, increased emphasis on buyback of textbooks, and implemented online textbook ordering.  With the new agreement, the University expects to see increased emphasis on faculty relationships, integration of textbook ordering with registration, and continued emphasis on online selling.  Additionally, Barnes & Noble is offering funds that the University will use to support textbook scholarships and competitive price guarantees as other methods to assist students in textbook purchases.
Barnes & Noble has also pledged a capital investment of $550,000 for renovation of the bookstore and a new satellite space on the main floor of the Oakland Center.  This space will be used to sell trade items and sundries, school supplies, and academic and trade books, offer textbook related services, and also serve as a Golden Grizzlies spirit shop offering insignia clothing and gifts.

Sales at the Oakland University Bookstore were approximately $5.2 million for the last complete fiscal year, and are expected to remain about the same for Fiscal Year (FY) 2006.  While sales increased significantly during the first three-years of the current agreement, they have decreased in the last two-years.  Barnes & Noble’s programs for online ordering, student discounts and competitive pricing, and campus outreach and marketing are strategies to address this industry trend.

Barnes & Noble has offered a financial proposal that is more than the current contract.  Specific terms include:

· Percentage of gross sales, excluding Grizz Merchandise:

· 11% of all gross sales up to $3,000,000

· 12% of all gross sales from $3,000,000 to $5,000,000

· 13% of all gross sales over $5,000,000
· Percentage of gross sales on Grizz Merchandise

· 20% of all gross sales

· Capital investment for renovations of $550,000, amortized over a five-year period.  Should the University terminate the agreement without cause before the end of the five-year period, the University will reimburse Barnes & Noble for the unamortized balance of the investment. The $550,000 will fund all of the capital improvements.
· Payment of $100,000 in year two of the agreement

· Payment of $100,000 in year four of the agreement

· $5,000 in each year of the agreement that the University intends to use to support textbook scholarships
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Additionally, Barnes & Noble offers discounts for faculty and staff, departmental purchases, Alumni Association members, and to students when purchasing textbooks with the SpiritCard.

The term of the agreement is five-years, with an option for the University to extend the agreement on a year-to-year basis for a period not to exceed five additional years.  For each year the agreement is extended, Barnes & Noble has pledged to pay $50,000.

This financial proposal provides a higher return to the University under both the existing agreement and as compared to the other bidders.
The attached Oakland University Lease and Agreement for Bookstore Services (Attachment A) 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 of Trustees.
Recommendation
WHEREAS, Oakland University’s current agreement with Barnes & Noble College Booksellers, Inc. to provide bookstore services expires on June 15, 2006; and


WHEREAS, through a competitive bidding process, the University determined that Barnes & Noble College Booksellers, Inc. offers the best overall proposal to the University based on bookstore operations, store design, and financial return; now, therefore, be it

RESOLVED, that the Vice President for Finance and Administration is authorized to execute the attached Oakland University Lease and Agreement for Bookstore Services.
Previous Board Action
The current agreement for bookstore services was approved by the Board of Trustees on June 6, 2001.
Budget Implications

Over the five-year agreement, Barnes & Noble College Booksellers, Inc. will pay a percentage of gross sales to the University, commit a capital investment of $550,000, provide an additional $200,000, and provide money for the University to use to support textbook scholarships.  
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Attachment:

A. Oakland University Lease and Agreement for Bookstore Services






Submitted to the President







on ________________, 2006 by







____________________________________







John W. Beaghan, CMA
Vice President for Finance and Administration and Treasurer to the Board of Trustees

Recommended on ______________, 2006

to the Board of Trustees for approval by

__________________________________

Gary D. Russi

President


