OAKLAND UNIVERSITY BOARD OF TRUSTEES

WORKING SESSION AGENDUM ITEM

November 3, 2004


PROPOSED ANCILLARY ACTIVITIES OPERATING BUDGET FOR

MEADOW BROOK HALL FOR FISCAL YEAR ENDING JUNE 30, 2005

Division/Department:  Office of the President, Meadow Brook Hall

Summary:  Meadow Brook Hall ("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.

If catering sales patterns continue, and if the permanent tent adjacent to MBH is not

built, it will be in MBH's best interests to obtain a new caterer.

Action to be Requested:  Approval of MBH's FY05 Budget.
Educational Implications:  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 B, 2004‑05 Oakland University Student Involvement at


Meadow Brook Hall.
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Budgetary Implications:  Projected operating deficit of $438,372 for FY05.

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.

Attachments:
A. Meadow Brook Hall Operational Report and Recommendations,


FY05 Budget, November 1, 2004


B. 2004‑05 Oakland University Student Involvement at Meadow


Brook Hall
Submitted by Interim Director Geoffrey Upward
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Reviewed by Secretary Victor A. Zambardi
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Reviewed by President Gary D. Russi
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ATTACHMENT A
Meadow Brook Hall

Operational Report and Recommendations

November 1, 2004

MEMORANDUM

November 1, 2004

TO:

Members of the Oakland University Board of Trustees

FROM:
Geoff Upward



Interim Director, Meadow Brook Hall

RE:

MBH Operational Report and Recommendations

Since I was assigned the interim director role in late June 2004, I have attempted to:

· Determine why the Hall was in a weak financial position and had accumulated such a large operating deficit,

· Offer management guidance to the construction of the permanent tent,

· Offer management guidance to the $7 million preservation/restoration project, and 

· Determine how we could streamline and strengthen operations moving forward through a sustainable business model.

Neither I, the university’s internal audit team led by David Vartanian, nor the MBH business manager had any preconceived vision of what the museum and/or catering operations should be or become.  Our sole purpose was to present as accurate a picture as we could, given significant time pressures, to assist in the university’s goal of preserving Meadow Brook Hall for present and future generations.

In general, MBH moving forward needs to focus on its core strengths and mission – providing the community with access to and interpretation of the historical and cultural legacy of Matilda R. Wilson and the auto baron age.   Goals include:
· restoring and preserving the house structurally

· protecting and properly conserving collections

· increasing and strengthening educational and professional opportunities for Oakland University students, faculty and staff and the community through use of the Hall’s resources.

· creating a viable business model to sustain Meadow Brook Hall resources and operations.

MBH Operational Report and Recommendations . . . page 2

Through cost-accounting analysis, the new MBH management team determined that the Hall was in a near-crisis financial condition, and the business model as presented to the Board in June was based on incorrect assumptions – most significantly the cost of constructing a year-round tent structure to serve large high-end social and corporate functions.

We believe that the attached report will give you a good idea of what we feel needs to be done to stabilize the situation and get the Hall back on sound financial and operational footings.  With a stable, break-even budget established, Meadow Brook Hall can then move to build a long-term preservation plan, including maximizing revenue lines and building an endowment.

Detailed information regarding financial and operational plans is contained in the body of this report as background for management’s recommendations.

To accomplish a viable break-even business model, four options were explored.  Management recommends, and asks the Board of Trustees to support:

· The FY05 Budget

· Adoption of the Cultural Center business model for FY06, and

· Replacement of the current caterer through an RFP process.
Meadow Brook Hall

Operational Report and Recommendations
November 1, 2004

FY05 BUDGET

OAKLAND UNIVERSITY

Meadow Brook Hall

Operating Budget FY 2004‑05


MBH Proposed

        Budget___

REVENUES

Facility Rental Program
$
1,370,000
(1)
Major Events (Concours & Holiday Walk)

   455,000

Other


   120,500

Shotwell


   105,000

Contributed Income

     90,000

Bad Debt


     (10,000)

TOTAL REVENUES
$
 2,130,500
EXPENSES

Purchases for Resale
$
   854,000

Compensation

   829,072

Administrative

      277,700 (2)
Major Events (Concours & Holiday Walk)

   240,000

Utilities


   180,600

Repairs and Maintenance

   150,000

Marketing


     37,500


TOTAL EXPENSES
$
2,568,872

NET REVENUE / (LOSS)
$ 
   (438,372)
Assumptions: 
(1)   ‑   Amount obtained from current caterer less estimated loss of $100K due to changing caterer.

(2) ‑ Amount includes expenses of $82,000 for cooking equipment and computers incurred during conversion to current caterer.

OAKLAND UNIVERSITY

Meadow Brook Hall

Operating Budget FY 2004/05






MBH Proposed

EXPENSE DETAIL

       
Budget____
PURCHASES FOR RESALE:

Museum Store Merchandise



14,500

Cafe Supplies




 2,500

Food, liquor, rental equipment


          822,000

Shotwell



15,000


Total Purchases for Resale
$         
854,000

COMPENSATION

$         
829,072
ADMINISTRATIVE:

Sales Tax

$

60,000

Office Supplies


            11,800

Subscription & Books


                 200

Travel (mileage; meals; registration fees)


 3,000

Membership Fees


              1,500

Telephone (cell; office)


            15,000

Postage



11,000

Mail Services (fedex)


                 500

Office Equip Rental & Svc Agreement


  4,000

License (liquor; tax stamp)


              3,000

Equipment


            82,000

Insurance



56,000

University Health Center


                 200

Exhibition & Conservation


            15,000

Community program supplies


            14,500



Total Administrative

$         
277,700
MAJOR EVENTS:

Holiday Walk

$
         100,000

Concours

          
140,000





$         
240,000
UTILITIES

Water; sewage; gas

$         
180,600

BUILDINGS & GROUNDS:

Repair & Maintenance Supplies

$
             9,724

Maintenance Cleaning Supplies


  8,414

Repair & Maint. Contracts & Services


48,410

Telephone Maintenance & Repairs


  2,000

Landscaping & Supplies


            10,500

Gas & Oil (heating)


              1,252

Sanitation Services


              7,500

Extermination Services


              5,200

University CF&O


            57,000


Total Buildings & Grounds
$
         150,000
MARKETING

$ 

37,500

FY05 BUDGET ASSUMPTIONS

· Spending controls were implemented in July 2004 and cost-accounting analysis initiated on programs and activities.

· Since financial systems were in bad shape, and the management team started at the beginning of the fiscal year, it took some weeks to assess the value of activities (cost accounting) before eliminating them.

· Ramped up “marketing” events at MBH over the past couple years dramatically increased staff and programming costs (for such things as design, printing and food service).  The revenue generated was not adequate to support the additional costs.

· With the exception of Holiday Walk and the Concours d’Elegance, most, if not all, MBH “marketing” programs (such as the Easter Egg Hunt, Skating on the Pond, Dinner and a Movie, Jazz in the Garden, etc.) will be eliminated, since these programs for the most part lost money and required significant staffing to operate.  Since MBH staffing will be reduced, operating such programs would be even more difficult to execute with little, if any, expected benefit.

· FY05 expenditures include significant carry over of operational activity from FY04 approach.

· In an effort to cut expenses to lessen the deficit for FY05 and prepare a break-even budget for FY06, MBH has eliminated or will shortly eliminate 14 of 23 full-time staff positions, or 60 percent of the full-time workforce.  Additionally, 6 of 11 part-time positions (excluding paid docents), or 54 percent, have been or will shortly be eliminated.

· Significant salary expenses will be incurred even after terminations – including layoff notice periods and contractual severance payments.

· A conservative approach was taken for projecting revenues – museum and facility rental – based on historical data.  

· Revenue projections from the current caterer for FY05 are down $200K from the 5-year average and $450K from 03-04 levels.

· If catering sales patterns continue, and especially if the decision is made not to build the permanent tent-like structure, obtaining a new caterer will be in Meadow Brook Hall’s best interests.

FY05 ACTION STEPS

· Eliminate as much carry-over programming and staffing as possible in FY05 to prepare for the FY06 model.

· Establish profit centers and charge remaining employees with developing them.

· Step up grant-writing activity, where possible.
· Develop partnerships where possible with historic groups, such as HFM, Chrysler Museum, Motor Cities National Heritage Area, WSU Reuther Library for free archival interns, National Park Service (National Historic Landmark status), etc.

· Develop creative fund-raising approaches (rewriting MBH case statement to stress endowment for major gifts, increasing donor pool through membership and annual-giving programs, staging reunion of wedding participants, creating wine auction event, etc.) as resources permit.

· Solidify/strengthen tour business.

· Use more volunteers and less paid staff and paid “volunteers.”

· Use more freelance and less full-time staff where possible.
· Create efficient Museum Store to sell MBH products, including new book projects with the OU Press.

· Increase educational component of the Hall’s mission by encouraging university student use of the Hall’s architectural, archival and collections resources (see attached FY05 Summary of Student Involvement).
· Adopt tougher museum security measures, including upgrading electronics (alarms, cameras, etc.) through Wilson Fund grant.

· Utilize the afternoon shift guard to cover “manager-on-duty” responsibilities for the museum side of the house during social and corporate (catered) events.

· Strengthen business office staffing and procedures.

· Manage $7 million restoration project.
ATTACHMENT B
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.

