




[bookmark: _GoBack]COUNTY OF MILWAUKEE
INTEROFFICE COMMUNICATION

DATE	:	January 12, 2015
	
TO	:	Milwaukee County Board Chairwoman Marina Dimitrijevic
		
FROM	:	Charles Wikenhauser, Director, Zoological Department
	
SUBJECT	:	Authorization to Execute a Contract with Service Systems Associates (SSA) for Concessions, Catering and Novelty Operations

Request
The Zoo Director requests the authority to enter into a contract with SSA for concessions, catering and novelty operations at the Milwaukee County Zoo for a ten-year period and with the approval of the County Board, the term of the Agreement may be extended for additional five-year terms.

Background
Milwaukee County continues to face financial challenges from expenditure funding pressures (e.g. employee pension and health care costs) and from addressing revenue aid gaps from State and Federal mandated services, which has put considerable burden on the County’s discretionary services that rely more heavily on County taxpayers.  Even though the Zoo generates 73% of its budget from revenues, it still relies on an average of 27% of its budget from property taxes.  The Zoo continually looks for ways to enhance revenue streams, foster funding partnerships and look for industry leading programming for growth returns and enrich the guest experience.

The Zoo is currently working on building the West Entrance and Parking Lot and will begin the planning stages for a new elephant exhibit.  As the Zoo moves forward with updating its exhibits to meet AZA accreditation standards and refresh its exhibits to maintain and increase attendance, the Zoo also needs to look for additional funding partners.  With that in mind, the Zoo issued a Request for Proposal (RFP) for a new service model for the concessions, catering and novelty operations at the Zoo.

RFP Process
The Zoo worked with a consultant from Schultz and Williams Incorporated, who has extensive experience in the business operations of zoos, to develop a RFP seeking a new service model for concession, catering and novelty operations.  The Department of Administrative Services Procurement Division was also involved in writing the RFP.  On July 18, 2014 the RFP was released and posted on the County’s Procurement website.  In addition, 1,631 emails were sent out by Procurement announcing the RFP.  Eleven companies responded with 10 companies submitting a letter of intent and participating in a site visit over a two-day period.  The RFP was due on August 15, 2014 and six companies submitted a proposal.  The review panel evaluated each proposal and the two highest scoring companies were interviewed and site visits took place to ensure what they said they could do was actually happening at their service locations.  After the site visits and additional reference checks, SSA was chosen.

Why SSA
SSA has 40 years of service with both public and private zoological institutions across the nation.  They have 31 zoo partners in 16 different states serving approximately 25 million guests annually.  SSA is recognized as the national leader in zoo and aquarium visitor service industry.  Out of all the RFPs, SSA received the highest overall score and the consultant’s evaluation on the financials showed the highest confidence factor in their revenue and commissions package.

Contract Financial Summary
The contract includes guaranteed commission rates, guaranteed revenue streams, guaranteed $3 million capital investment and guaranteed marketing support.  The table below shows the percentage of gross sales and commission rates for the Zoo.

	Category
	Sales
	Commission

	Concession Food & Beverages and Vending
	$0 - $2,000,000
	25%

	 
	In excess of $2,000,000
	28%

	Retail Gifts
	All Sales
	30%

	External Catering Food & Beverage 
	All Sales
	15%




The table below shows the five-year projected commissions and revenue guarantees.

	 
	2015
	2016
	2017
	2018
	2019

	ATTENDANCE
	1,309,500
	1,329,143
	1,349,080
	1,369,316
	1,389,856

	Projected Commissions
	$1,740,623
	$1,908,647
	$2,013,545
	$2,096,498
	$2,174,535

	Guaranteed Commissions
	$1,450,000
	$1,650,000
	$1,700,000
	$1,750,000
	$1,800,000




In exchange for concessions, catering and novelty exclusivity rights, SSA will invest $3 million in capital spending to improve the Zoo’s physical amenities, which totals $600,000 per year over a five-year period.  Most of the improvements will be done in the first three years of the contract.  The improvement of Zoo facilities will increase the visitor’s perceived value of the amenities, will increase efficiencies, and allow for a broader menu and merchandise mix that will drive revenue increases by increasing the per capita spending, improve speed of service and will enhance the guest experience.

In addition to the $3 million in capital funding, SSA will also provide $30,000 in marketing support per year for five years totaling $150,000.



2015 Budget Impact with SSA Contract
The table below shows the impact to the 2015 operating budget expenditures and revenues and the value of SSA’s capital improvements and marketing support.  For presentation purposes, the capital investment of $3,000,000 and the $150,000 in marketing support is spread over first five years of the contract.

	Budget Impact Analysis
	Expenditures
	Revenue
	Tax Levy

	Zoological Gardens
	 
	 
	 

	Net 2015 Operating Impact
	 $      (3,665,874)
	 $      (3,665,874)
	 $                         - 

	2015 Service Systems Associates
	 
	 
	 

	Capital Investment
	 $                         - 
	 $            600,000 
	 $         (600,000)

	SSA Annual Marketing Support
	 $                         - 
	 $              30,000 
	 $           (30,000)

	Total Additional Support from SSA
	 $                         - 
	 $            630,000 
	 $         (630,000)

	Net 2015 Contract Impact
	 $      (3,665,874)
	 $      (3,035,874)
	 $         (630,000)



The 2015 net value of the contract is a savings of $630,000 for 2015.  There are additional benefits, savings and/or revenues to the Zoo, County and the State that cannot be measured at this time but are listed below.

· Revenue growth -- more revenue to the Zoo
· Higher quality of food and novelty items available
· Revenue growth will also translate into increased taxes paid by SSA to the County and the State.
· Enhanced visitor experience that will increase attendance and return visits, which increases other zoo revenue accounts.
· SSA will pay sales tax on purchases (County was exempt)
· Reduction in workers compensation claims with a reduction of approximately 200 seasonal employees (risk mitigation and risk transfer to SSA)
· Transfer of food liability claims to SSA
· SSA will handle any future equipment repairs and purchases
· HR/Ceridian payroll savings (less checks to issue, reduction in service costs, etc.)
· Reduce the financial impact of the Affordable Care Act health care costs for year-round seasonal employees
· Fuel savings
· Cash handling risk mitigation and risk transfer to SSA
· Reduced training costs​​
· SSA will be hiring additional full-time employees at the Zoo where additional income taxes will be paid to the State.






Employee Impact
There are three full-time employees that will be impacted by this service model change and approximately 200 seasonal employees.  SSA has agreed to hire the three full-time employees and honor their existing salaries.  Their staffing plan will consist of six to eight salaried employees, six to seven full-time hourly supervisors, four to nine full-time hourly front line employees (30+ hours a week and benefit eligible) and up to 200 seasonal employees per year.  In addition, eight to ten regional managers, executives and chefs will be highly involved throughout the year.  For qualifying employees (averaging over 30 hours per week on an annual basis), SSA offers the following benefits:  medical and dental insurance (PPO), life insurance (if enrolled in medical and dental insurance program), vision insurance, vacation pay and 401(k) retirement fund.  Salaried employees qualify for long and short-term disability insurance.  SSA also has career advancement opportunities that the Zoo cannot offer.  

SSA provides thorough training programs for both front line “Associates” and management staff.  A representative from SSA will be part of the Zoo’s Safety and Green Committees.

Additional Contract Highlights
· SSA will honor and continue the Zoo’s exclusivity programs (i.e. Pepsi)
· SSA will purchase the Zoo’s ending inventories for concessions and novelty items.  
· SSA is committed to working with the Zoo’s sponsors.
· 2015 commitments for rentals and outside vendors will be honored.
· The Zoo will still allow guests to carry-in food.
· SSA will purchase from local and regional vendors for merchandise, proteins, vegetables, fruits and baked goods and pay sales tax whereas the Zoo was exempt from paying sales tax on these items.

Recommendation
		It is recommended that the Zoo Director be authorized to execute a contract with SSA for concessions, catering and novelty operations at the Milwaukee County Zoo for a period of 10 years and with the approval of the County Board, the term of the Agreement may be extended for additional five-year terms.



__________________________
Charles Wikenhauser 	
Director, Zoological Department 

Attachments

pc:	County Executive Chris Abele 
	Supervisor Gerry Broderick, Chairman, Parks, Energy & Environment Committee
		Supervisor Khalif Rainey, Vice-Chair, Parks, Energy & Environment Committee
				Willie Johnson Jr., Co-Chair, Committee on Finance, Personnel and Audit
				Theodore Lipscomb, Sr, Co-Chair, Committee on Finance, Personnel and Audit
		Scott Manske, Comptroller 
		Raisa Koltun, Chief of Staff, County Executive’s Office
		Kelly Bablitch, Chief of Staff, County Board
		Josh Fudge, Fiscal and Budget Administrator, DAS
		Steve Cady, Comptroller’s Office, Research & Policy Director
		Jessica Janz-McKnight, Comptroller’s Office, Research Analyst
		Pamela Bryant, Comptroller’s Office, Capital Finance Manager
		Justin Rodriguez, Comptroller’s Office, Budget and Management Coordinator
		Erica Horton, DAS, Fiscal and Management Analyst
		Vera Westphal, Deputy Zoo Director (Administration/Finance)	

