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15 Jan 98

MEMORANDUM

From:  Head, Business Activities Branch, Morale, Welfare and

       Recreation Division

Subj:  FOODSERVICE OPTIONS FOR MWR ACTIVITIES 

Encl:  (1) Pers-65/NEXCOM Agreement for NEX Contracted National Brands in MWR Operations    

       (2) Foodservice Comparative Analysis

1.  This memo is to update you on two foodservice issues.  The first is the Memorandum of Understanding (MOU) with NEXCOM regarding locating NEX contracted national (name) brand food operations in MWR facilities.  The second is to apprise you of some of the alternatives for improving MWR foodservice programs.    

2.  Enclosure (1) was finalized at the end of December 1997.  It's very straightforward and should be easily executed.  When working with your local NEX to locate a Subway or other NEX foodservice concession inside an MWR facility, please reference this MOU.       

3.  Since Navy installations are usually different from each other, a cookie cutter solution for enhancing MWR foodservices is not practical.  Today, there are a number of options available to MWR activities for delivering foodservices in bowling centers, recreation centers, golf club houses and other MWR food and beverage facilities.  In addition to generic locally developed snack bars and BUPERS branded concepts, NEX contracted name brand fast food concessions are also options.  If using a name brand foodservice operation is the best way for you to replace an existing MWR foodservice program, licensing is also a superb alternative.     

4.  The difference between a license and NEX contract is that MWR would directly run a name brand licensed operation using name brand products while the NEX contract is run by an outside company with no direct MWR management.  In terms of net profit to the MWR fund, the name brand license option seems to offer the strongest returns.  See enclosure (2) for a comparison.  Additionally, using the licensing option, the MWR activity retains the flexibility that is often required in today's unpredictable and fluid Navy work environment.  

5.  Pers-65 staff is available to provide you assistance in determining the best options for you to improve your MWR  
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foodservices.  Should you have questions or require additional information, BUPERS POC  is P655 or P655F at (DSN) 882-6639 or (C) 901-874-6639.   

Distribution:

Echelon II MWR Program Managers

MWR Directors

CHIEF OF NAVAL PERSONNEL (PERS-65)

AND

NAVY EXCHANGE SERVICE COMMAND (NEXC0M)

AGREEMENT FOR

NEX CONTRACTED NATIONAL BRANDS IN MWR OPERATIONS

1.  BUPERS Pers-65 and NEXCOM have reached an agreement whereby NEXCOM will provide and administer franchise contracts for Morale, Welfare and Recreation (MWR) operations.  The goal of this initiative is to provide quality food services at a reasonable value to the Sailor.

2.  Under this agreement, 100 percent of the concession income derived from NEXCOM name brand franchises in MWR operations will be returned to the local station MWR fund.  Transfer of funds will be provided on a monthly basis, either paid by the franchisee or parent company.  Revenues and commissions generated from such agreements within MWR operations will not be reflected in the NEXCOM operating statement.

3.  This agreement applies to all MWR facilities where the installation Commanding Officer has agreed to place a name brand food service franchise or concessionaire in an MWR facility.  A Contracting Officer Representative (COR) will be appointed from the MWR activity where the franchise/concessionaire is located.

_________________________
_________________________

//




Captain, U.S. Navy


Captain, Supply Corps, U.S. Navy

Director, Morale, Welfare
Vice Commander

And Recreation Division

Navy Exchange Service Command


MWR IN-HOUSE

NEX CONTRACT

MWR LICENSE



(Current Ops)

(National Brand)

(Self-op)


Resale Revenue
 $           250,000 
100%
 $           350,000 
140%
 $           350,000 
140%









Total Revenue
 $           250,000 

 $           350,000 

 $           350,000 










Cost of Goods Sold
 $            90,000 
36%
 $                   -   
0%
 $           126,000 
36%

Salaries and Benefits
 $           100,000 
40%

0%
 $           126,000 
36%

Supplies
 $            10,000 
4%

0%
 $            17,500 
5%

Maintenance
 $              2,500 
1%

0%
 $              3,500 
1%

Adv. & Promotions
 $              2,500 
1%

0%
 $              3,500 
1%

Utilities
 $              7,500 
3%

0%
 $            14,000 
4%









Total Expense
 $           212,500 
85%


 $           290,500 
83%









NET INCOME
 $            37,500 
15%


 $            59,500 
17%









Commission
 $                   -   

 $            28,000 
8%
 $            17,500 
5%









DEPRECIATION
 $                   -   



 $            14,375 
4%









CONTRIBUTION
 $            37,500 
15%
 $            28,000 
8%
 $            27,625 
8%









CASH FLOW
 $            37,500 
15%
 $           28,000 
8%
 $         69,625 
20%









NOTE:







National Brands can increase sales in excess of 40% - Projected NEX contract or MWR license sales







NEX Franchise Commission payments vary (6 - 8%)







MWR License Royalty fees vary (4 - 9%) 


























DEPRECIATION SCHEDULE







Investment
 $ 115,000 






Useful Life
8
yrs






Depreciation







 $14,375 
yr.






 $ 1,198 
mo


