STORE OPERATIONS BOARD MINUTES

January 28, 2008

Present: (Members and others)

Taylor Allbright Van Nguyen Scott Silver

Ron Coley Christian Osmefia Jordan Smith
Matt Dally Nadesan Permaul Tom Spivey
Barbara Davis Nish Rajan Oliver Williamson
Victoria Harrison Dave Rhoads Roxanne Winston

SUMMARY OF THE MEETING

This meeting commenced the Spring Semester. It was called to order at 5:40 p.m.

Discussion of Meeting Schedule

Tuesday at 5 o'clock was preferable to Monday at 5:30. The next meeting will be in two weeks.

REPORT FROM THE DIRECTOR

ECPC Meeting

The Auxiliary, the ASUC, and the GA, will meet with the Executive Campus Planning Committee to
make a presentation and confirmation of the commercial development plan for the ASUC. A short
PowerPoint presentation will be given. If the ECPC confirms the development plan, the Board will
regularly review the plans, with construction holding beginning the summer of 2008.

Meeting with Starbucks Representatives

Mr. Permaul met with the representative of Starbucks. Follett has said it will give the Convenience Store
space without that impacting the current terms and conditions of the contract, a remarkable turn of events
for the Auxiliary. Follett was very specific about the vendor it wanted in that space. It generates
$500,000 in commissionable revenue from the Convenience Store. Follett feels Starbucks would generate
that kind of revenue. Starbucks was named by Fortune Magazine as the Number 7 Best Business in
America to work for, out of the top 50 businesses, and practiced social responsibility. Starbucks would
have a budget to support student activities and would match the campus’ motif.

Status of Panda Express Technical Review

Capital Projects indicated it was possible to vent Panda Express from Naia’s. So there was no technical
reason the Auxiliary should not begin to work with Panda. There was no contract as yet. If this is con-
firmed with the ECPC, Mr. Permaul would like permission from the Board to start work on a contract.
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Meeting Schedule for Spring Semester Presentations

Mr. Permaul would like to possibly have more than one meeting per month.
The Bear's Lair Pub to expand into a restaurant, on the western deck of the Student Union.

Status of The Scholar's Workstation/Third-party Vendor/Follett Computer Sales

Mr. Permaul and Mr. Coley worked on and presented to the Technical Work Group an assessment of
doing computer sales on campus, to see which model would be best. That could be The Scholar's Work-
station in ASUC space; TSW on Telegraph Ave.; a third-party vendor in the ASUC; or having Follett do
the sales. Follett has made an extremely attractive proposal for the campus to consider. And if it got the
contract, it would remodel the entire 1st floor. The Scholar's Workstation currently does $7-8 million.
And there would be additional foot traffic. There’s no appreciable mark-up on the sale of computer
hardware, so that would not be commissionable sales. Sales of computer supplies and peripherals could
be.

CUBS Discussion Regarding the Commercial 1 Card

After its presentation to the Board, CUBS met with the Auxiliary about ways to rescue CUBS. It would
be in a new form. The Technical Work Group will be asked to advance to the general 1 Card Task Force
the idea that it was time for the campus to go to an RFQ for a 1 Card program. That would bring a full-
service bank to the ASUC, and that bank would be able to help rescue CUBS. The Auxiliary would like
to merge the current 2,000 students in CUBS, along with the services provided to student groups and the
ASUC, and the CUBS Board, with whatever 1 Card proposal was adopted. New services would be pro-
vided to students. Having a 1 Card system would be very advantageous.

Starbucks was told that Panda talked about investing $750,000 into its proposed facility. Starbucks
thought it would generate $1.5-2 million a year in sales. Rent from Starbucks would not be under the
Follett contract and would be new revenue. Follett agreed to not change its terms even if Starbucks used
the Convenience Store because Starbucks would drive traffic into the Store.

It was noted that Starbucks its own wireless T-Mobile system, and students would want to use AirBears.

Slides were shown. For the southern entrance to the Convenience Store, the bike racks would be re-
located and with a coffee shop there, outdoor tables and chairs would be where the bike racks now were.
This has already been reviewed by Capital Programs.

If the Bear's Lair expanded, barbecued hamburgers and hot dogs would be sold to people sitting inside
and outside. The fence would be extended to encompass the entrance to the Bears Lair food court and the
Pub would be able to sell beer on both sides. Restrooms would be adjacent to the Starbucks. Tables and
chairs would be placed on the upper deck. This has already been assessed and allowed by Capital Pro-
grams. Alcohol would not be served on the deck. They would hope to provide regular dinner meals.
This would have no impact on the deck area of the Multicultural Center.

The upper deck on the northwest could also sustain weight, possibly for a Brazil Café cart.
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The outdoor deck and the area under the pillars outside the MCC would not be affected. There would be
heaters for the outdoor Pub area.

Regarding sound issues with all these activities, the Auxiliary would control this with the scheduling it
does. The MCC didn't have that many activities during the day that would impact food service. Panda
and Starbucks would both be open late in the evening.

Kitchen space for the Bear's Lair would be where the bathrooms currently were. The Pub would re-do
that whole wing. That would have no impact on the current vendors in the Bears Lair food court.

As for vendors other than Starbucks, such as Seattle’s Best, Follett was not interested in other vendors
and wanted a vendor that would generate foot traffic and replace sales currently generated by the Con-
venience Store. As for Seattle’s Best, Follett wanted a national name, with a national draw. Coffee Bean
and Tea Leaf has shown no interest. And Peet’s already has a location on Dwight Way and Telegraph.

Given ECPC confirmation of the plans, the Board would hear presentations by Starbucks and the Bear's
Lair Pub.

Banks have already expressed an interest in the 1 Card proposal and contact the Auxiliary regularly. The
campus’ concerns with everything from security to protection of student debt would be met.

The credit union currently supporting CUBS wants to sever its contract with CUBS within the year. A
bank could be located where the Kodak desk was. That was about the size of the space that full-service
banks have in student unions around the country.

If STA Travel re-located to the Postal Annex location, that whole space would be opened up, with another
vendor going into that location.

Seismic renovation of Tilden will take place starting May of 08. Depending on Board approval, there
could be a series of contracts. It would be great if students came back in the fall to see a whole new
ASUC. The goal was to have as much accomplished by the spring of 2009. All this flowed from the
Auxiliary’s financial analyses.

NEW BUSINESS

Meeting Time

The proposed meeting time for the Spring Semester was Tuesday at 5:00. The next meeting would be
Tuesday, February 12, at 5:00.

Selection of an Undergraduate Representative to Replace Mr. Dally

The meeting adjourned at 6:18 p.m.

[End summary of the meeting.]
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This regular meeting of the Store Operations Board, commencing the Spring Semester, was called to
order by Matt Dally at 5:40 p.m. in the ASUC Senate Chamber.

APPROVAL OF THE AGENDA

Mr. Dally said that under New Business, they need to start searching for a new undergraduate member,
since his term will be over around March or April. They'll discuss this topic under Old Business.

Mr. Dally said he would entertain a motion to adopt the agenda for the meeting that evening. It was so

moved and seconded by Mr. Nguyen and Mr. Smith. THE MOTION TO APPROVE THE AGENDA,
AS AMENDED, PASSED UNANIMOUSLY BY VOICE-VOTE.

APPROVAL OF THE MINUTES

Mr. Dally said he would entertain a motion to approve the minutes from the December meeting. It was so
moved and was seconded by Mr. Nguyen and Mr. Smith. THE MOTION TO APPROVE THE MIN-
UTES OF THE DECEMBER 4, 2007 BOARD MEETING PASSED UNANIMOUSLY BY VOICE-
VOTE.

Mr. Dally said they should also approve the minutes from the meeting with Panda Express that was held
in executive session. He hoped people had a chance to review those minutes. A motion to approve was
made and seconded by Mr. Smith and Mr. Williamson. THE MOTION TO APPROVE THE MINUTES
FROM THE SPECIAL MEETING OF DECEMBER 11, 2007, PASSED UNANIMOUSLY BY VOICE-
VOTE.

DISCUSSION OF MEETING SCHEDULE

Mr. Dally said the GA has meetings on Thursday, so it seemed like that day wasn't really an option for
SOB meetings. After discussion, Mr. Dally said that Tuesday at 5 o'clock was preferable to Monday at
5:30. Mr. Dally said he would send out an e-mail to people who weren't present and get a response from
them, and decide on the meeting time pretty soon. The next meeting will be in two weeks since they were
currently at the end of the month.

REPORT FROM THE DIRECTOR

ECPC Meeting

Mr. Permaul said that tomorrow morning the Auxiliary, the ASUC, and the GA, will go back to the
Executive Campus Planning Committee to make a presentation requesting confirmation of the
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Commercial development plan for the ASUC. Mr. Permaul said he and Associate Vice Chancellor Coley
that day met with Vice Chancellor Brostrom to give him a preview of the presentation; and Mr. Brostrom
was disposed towards the plan. Mr. Permaul said that both Mr. Nguyen and Mr. Daniels will be there, to
hopefully take questions people ha and to comment.

Mr. Permaul said he will give a short PowerPoint presentation with 11 or 12 slides. He’s worked on this
very carefully with Emily Marthinsen. It will cover what the Auxiliary was proposing to do, and it will
be what he showed to the Board the last time, but much more quicker, an abbreviated version. The goal
was to have the information not overwhelm the audience and cause them to feel like there was too much
complexity.

If the ECPC confirms the development plan, Mr. Permaul said he will come back to the Board on a regu-
lar basis to make sure the commercial plans were reviewed and advanced, so that if they move toward
construction, they could begin construction during the summer of 2008. He’ll talk to the Board more
about that schedule as he proceeds.

Meeting with Starbucks Representatives

Mr. Permaul said that past Friday he met with the representative of Starbucks. They hadn’t met with
them for months because the commercial development plan hadn't advanced, and also because they hadn't
gotten a response from Follett regarding the Auxiliary’s inquiry as to whether or not Follett would give
the space where the Convenience Store currently was located without affecting their contract. He and Mr.
Coley have reviewed a draft letter from Follett in which the company said it will give the Convenience
Store space without that having any impact on the current terms and conditions of the contract. That was
a remarkable turn of events for the Auxiliary.

Follett was very specific on the type of vendor it wanted in that space. Follett wants to somehow recover
the half a million dollars in revenue that it currently generates from the Convenience Store, which was
commissionable revenue. With its experience with Starbucks at other of its locations, Follett felt Star-
bucks would generate that kind of revenue.

Mr. Permaul said he wanted to point out that Starbucks was just named by Fortune Magazine as the
Number 7 Best Business in America to work for, out of the top 50 businesses. The Auxiliary was very
pleased to see that. Mr. Permaul said he also brought summaries and more detailed analyses of Star-
bucks’ approach to social responsibility. So if any Board members would like to see that, he would be
happy to share it with them.

Mr. Permaul said that Mr. Nguyen wrote him that afternoon to get a review of what the conversation with
Starbucks covered, since Mr. Nguyen couldn't be at the meeting on Friday. These were the things they
talked about. They talked about Starbucks being the first one anywhere in the nation to offer a coffee cart
they’d make available at various locations on the campus during school days and football and basketball
game days. They also talked about a marketing budget to support student activities, just as they have with
Coca-Cola. Mr. Permaul said they also talked about making sure Starbucks’ colors would match the
Berkeley campus. It's understood Starbucks’ Oregon colors would be on the sign, but everything else
would have to fit into a blue and gold motif; and Starbucks didn't have a problem with that.
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Mr. Permaul said they also talked about doing an internship with the Business School, so students there
could get experience working with Starbucks. Another subject dealt with providing coffee at the ASUC
Library on a regular basis for students who were studying there, and providing coffee at ASUC Senate
meetings. They talked about making sure that they assisted with the greening of the ASUC, not only with
Starbucks’ business, but possibly helping with the Auxiliary’s other small businesses that didn't have the
resources to do that. Mr. Permaul said they also talked with Starbucks about cleaning services for the
campus.

Mr. Permaul said there were a number of positive things, and Starbucks was open to all of those ideas. Of
course, they had to go back to corporate headquarters and get approval. But the founders of Starbucks
were Cal graduates, as was the local, Regional Director. So there was a lot of support in the company to
come to Berkeley.

Status of Panda Express Technical Review

Regarding Panda Express and the status of the technical review, Mr. Permaul said that he and Mr. Spivey
just got an e-mail from David Sasali, the Project Manager for Capital Projects, who indicated that it was
possible to vent Panda Express from Naia’s, and that the issues could be addressed for not only venting,
but the smell from Panda. That should be presented on Tuesday at the ECPC meeting. As far as he
knew, there was therefore no technical reason why the Auxiliary should not be able to begin working with
Panda, although not having an actual contract. As per their previous conversation, if they get confirma-
tion from the ECPC, then Mr. Permaul said he would like permission from the Board to start working in
formal terms with Panda Express to start developing a contract that he could bring back to the Board.

Meeting Schedule for Spring Semester Presentations

As he’s said before, Mr. Permaul said he would like to possibly have more than one meeting per month.

Mr. Permaul said the Auxiliary will also bring a proposal from the Bear's Lair Pub to expand into a res-
taurant as well, to the western deck of the Student Union. He and Mr. Spivey have arranged a meeting
with the Pub owner. They hope Mr. Nguyen can join them. They’ll come back to the Board with the
Pub’s proposal. Both Starbucks and the Bear's Lair would like to come to the Store Operations Board, as
Panda did, and make a presentation.

Status of The Scholar's Workstation/Third-party Vendor/Follett Computer Sales

Regarding the status of The Scholar's Workstation, or a third-party vendor, or a Follett computer sales
location, Mr. Permaul said that he and Mr. Coley have been working on a matrix for the last month and a
half. That was presented last week to the Technical Work Group that has been assessing how to do com-
puter sales on the campus. They were very pleased with the analysis that Mr. Permaul presented. They're
going to use it as the basis of a cost-benefit analysis to assess which model would be the best commercial
venue for computer sales on the campus. That might be The Scholar's Workstation in ASUC space; TSW
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on Telegraph Ave.; a third-party vendor in the ASUC; or exercising the contract with Follett, if it was
Follett in the ASUC.

Mr. Permaul said that Follett has said that it would remodel the entire 1st floor if it got the contract, and

Follett has presented the Auxiliary with numbers that make it extremely attractive for the campus to con-
sider. Individual computer sales through Follett at the ASUC and to the broader community would gen-
erate a substantial amount of revenue for the ASUC through commissions. So the Auxiliary was hoping
that the campus assessment will come to what they think was the best decision, whatever was in the best
interest of the campus. The Auxiliary hoped that dovetailed closely with the best interests of the ASUC.

Mr. Smith said that if Follett and computer sales came to the Bookstore, he asked if that would work into
their contract as part of that $17 million range, bumping up revenue to the Auxiliary. Mr. Permaul said
that currently, Stanford’s Follett Bookstore does computer sales and institutional sales at Palo Alto. The
Scholar's Workstation currently does $7-8 million at Berkeley. Stanford does $10.5 million. Those were
commissionable sales, which for Stanford was $3.5 million. Even if they only did $1.5 million at Berke-
ley, or $2 million, there would be a huge bump to the students. But the Auxiliary would expect to do
more. And also, all of these planned businesses were going to bring in additional foot traffic to the
ASUC. For example, right now with the Bookstore, just from students going down and buying books,
they do a half a million dollars worth of computer supplies and sales in the basement. So there was a
considerable residual buying power that was created by bringing in these businesses to the ASUC.

Mr. Coley asked if everyone was aware that the commission would not be as it stood now on all computer
sales. Mr. Permaul said he would like to thank Mr. Coley for bringing that up, and said there was no
appreciable mark-up on the sale of computer hardware, so that $10.5 million was not commissionable
sales. The $3.5 million for computer supplies and peripherals could be. In Stanford’s case, it was com-
missionable. The other sales were really a pass-through from general foot traffic. But nevertheless, that
would still be very good for the ASUC. He just wanted to make it clear to the Board about that.

Mr. Smith asked if The Scholar's Workstation would stay where it was. Mr. Permaul said it would. Mr.
Smith asked what negatives there would be if Follett sold computers sales at the ASUC, and they split it.
Mr. Permaul TSW couldn’t stay where it was currently located. When Campbell Hall goes down for
seismic renovation in 2009, all of the offices in Campbell will move to where TSW was now located.
TSW will either have to rent off-campus or come to the ASUC, if the campus decided that was the best
business model for the sale of technology. That’s what the Technical Work Group was working on. Mr.
Coley was leading that discussion, along with said Shel Waggener. The two of them will make that deci-
sion, along with Nathan Brostrom and the campus Administration.

CUBS Discussion Regarding the Commercial 1 Card

Regarding CUBS, Mr. Permaul said that after the last Board meeting, after CUBS made the presentation
to the Board, they came to the Auxiliary to meet with him and Mr. Spivey, and they talked about ways to
rescue CUBS. It wouldn't be in its current form and would be in a new form altogether. Mr. Permaul
said the Auxiliary has been trying to advance a commercial 1 Card for the campus, which would provide
secured access ID for faculty and staff, and a debit card program for students, with access to Visa usage,
so students could use it anywhere Visa was accepted. A number of colleges and universities had such
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programs. Mr. Permaul said he actually had the complete RFP for Washington State University, which
he’ll share with the 1 Card Subcommittee he was working with. They also received another inquiry in the
mail just last Friday.

Mr. Permaul said their goal was to ask the Technical Work Group to advance to the general 1 Card Task
Force the idea that it was time for the campus to go to an RFQ for a 1 Card program. Such a program
would basically bring a full-service bank to the ASUC. And that bank would be able to help rescue
CUBS. What they’d like to do was to merge the current 2,000 students in CUBS, along with the services
that were provided to student groups and the ASUC, and the CUBS Board, with whatever proposal the 1
Card full-service bank would bring to the campus. They feel that there were services that could be pro-
vided that students needed and weren't now getting. For example, five students came to CUBS asking to
be able to make short-term loans. Unfortunately, CUBS can't make short-term loans, and a full-service
bank could do that. Another service could be with distribution of the checks that students receive from
financial aid. There were a number of different services that would be offered to students, including real-
time analysis of their expenditures and classes on students’ financial well-being. Also, if they wanted to,
parents could even be given the ability to see what their student’s debit card circumstances were.

Mr. Permaul said the Auxiliary believed there truly was an advantage to the campus with a 1 Card sys-
tem. The campus was spending hundreds of thousands of dollars of its own funds to underwrite the cost
of the 1 Card program. A bank would pick up a substantial portion of that cost. So a program of this sort
had a variety of different benefits, services, and utilities to students and the campus. CUBS was willing
to work with the Auxiliary to advance this proposal to the 1 Card Committee.

Mr. Permaul said he would end his report at that point and take any questions people might have.

Mr. Nguyen asked if, in his conversations with Starbucks, they have proposed any amount to re-do the
space in the Convenience Store. Mr. Permaul said he explained to them that Panda talked about putting
in $750,000 when they originally came. They would invest that as well as, of course, pay the ongoing
rent. Like Panda, Starbucks thought they'd generate somewhere between $1.5 to perhaps $2 million a
year in sales, which would generate a substantial amount of new revenue to the ASUC.

Mr. Nguyen asked if they would get rent from Starbucks or if that would fall under the Follett contract.
Mr. Permaul said it was completely separate and would be new revenue. That was why it was such a
wonderful turn of events that Follett said it would surrender the space for the time being without changing
the terms of the commission structure. Normally, if they gave up space, they would then reduce the
commission structure. But Follett is saying it wouldn't do that.

Mr. Williamson asked what “for the time being” meant. Mr. Permaul said it was for as long as there was
a Starbucks or a comparable business in that space. Otherwise, Follett would want to take the space back
for its own commercial operations.

Mr. Rhoads asked if Follett was agreeing because it saw Starbucks as driving traffic into the Store. Mr.
Permaul said that was correct. Follett would be willing to move General Books from the back, along with
magazines, up to the area where Starbucks would be located. There would be a pass-through between
Starbucks and the Bookstore, and people could look at it as a kind of coffee shop/newspaper location.
Follett would bring General Books and supplies to the front of the Store and move other items back, and
expand all the way to the ASUC mall. That would be great, because it would drive traffic down to Naia
and to Panda.
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Mr. Rhoads said Mr. Permaul kind of advertised this to the Senate as an Internet café. He said a lot of
Starbucks had their own wireless T-Maobile system, that people at Starbucks had to pay for. He asked if
that would exist at this Starbucks, or if AirBears would be accessible there. Being on campus, that’s how
students would see an Internet cafe.

Mr. Smith said he thought that was essential. Have both services could be a value for Starbucks because
non-students would still want access to the Net. But students would have to be able to use AirBears there.
Mr. Permaul said they would negotiate that. The goal was to bring functionality and services to the stu-
dents. So they would definitely want to take advantage of AirBears.

Mr. Rhoads asked if that was something that could be addressed in the contract. Mr. Permaul said he
intended to put everything he could on the table.

Mr. Permaul said they had some slides to show. The screen showed the current appearance of the south-
ern entrance of the Convenience Store, and the windows that look into the Convenience Store. The bike
racks would be re-located to the other side. They're willing to put canopy-covered tables all the way
across the front. Basically the outdoor tables and chairs would be where the bike racks now were. There
could be a doorway there, or around the corner, on the east. The Bear's Lair said that if Starbucks cleaned
up that area, the Pub would clean up the entire patio, to either match or fit in, so it would look nice all the
way around.

Mr. Permaul said the next screen showed a rendering of what it would look like. There would be tables
and chairs outdoors. The doorway being shown was the one right here, and this would be “Starbucks at
Sather Gate,” or something like that. Mr. Permaul said there was no Starbucks from Bancroft Way to
downtown Oakland to the Berkeley hills. This would be a regional destination for Starbucks. From the
hills on down, there was no other Starbucks. The next screen showed the proposed interior, with the
doorways, tables, and chairs outside. This has already been reviewed by Capital Programs. The next
screen showed one concept for the pass-through into the Bookstore. The screen showed two new bath-
rooms that would be gender neutral, and the Internet café location.

If the Bear's Lair expanded, their goal would be to have a barbecue and sell hamburgers and hot dogs to
people on the inside and the outside. The next screen showed what that might look like. The fence would
be extended to encompass the entrance to the Bears Lair food court. The Auxiliary already had permis-
sion to sell beer in the area within the fence, as they currently have. But now they would be able to sell
beer on both sides because there would be the ability to service both sides. The restrooms would be adja-
cent to the Starbucks. Tables and chairs would be placed on the upper deck. This has already been
assessed by Capital Programs, and would allow that. Alcohol would not be served on the deck, per the
UCPD. This would be created to be a comfortable place for people to study. Food would be served up
the staircase to people on the upper deck. They would hope to provide regular dinner meals and other
activities for people going to Zellerbach. This would be a place where faculty, staff, and students,
including graduate students in particular, they hope, would come and meet, and would be a place where
students could hang out. This would have no impact on the deck area of the Multicultural Center.
Because the Auxiliary has already committed to the MCC, that area would be reserved for the MCC’s
outdoor use, activities, and events. So these plans would just be an effort to bring life to this area.

Mr. Permaul said he found out that the deck area he was pointing to could also sustain weight. And if
they got to use the upper deck on the northwest, and couldn't find another location for the Brazil Cafeé, he
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would like to talk to the owners of the Brazil Café about having a cart there, so they'd have an outdoor
area visible from Sproul Plaza that would also serve students and others on the deck outdoors. There was
a lot of potential to bring life to the Student Union. The slide being shown was what it currently looked
like, empty, and he thought they could all agree that was not what they wanted to see.

Mr. Nguyen asked what he meant when he mentioned “the underdeck.” Mr. Permaul said it was the out-
door deck and the area under the pillars outside the MCC. That area would not be affected. It was a
pretty deep, open area. When there were activities at the MCC, they might want to come out there. And
they might also want to take advantage of the fact that there would be a restaurant out there as well.

Mr. Nguyen asked if the umbrellas and chairs would be collapsible. Mr. Permaul said they would be.
They would be secured outside, but they could be open or collapsed. There would also be heaters out
there, as they have at Jupiter in downtown Berkeley. So even in the winter, people could sit outside.

Ms. Davis asked about the sound issues with all these activities. Mr. Permaul said the Auxiliary would
control this in conjunction with what they would do with scheduling. The MCC doesn't have that many
activities during the day that would have an impact on the service of food on the deck in the evenings.
The Pub had its own life, and it wasn't clear that dinner would be served on the upper deck. But both
Panda and Starbucks would both be open late in the evening, and have committed to staying open until
late in the evening. So there would be other sources of food, and they certainly would talk to the Bears
Lair food court if they could get some substantial traffic. Because of the other food services, they may
decide to stay open late in the evening. So the food service would be downstairs, and not necessarily on
the deck. But it really depended on what was going on. It could be that if Zellerbach’s schedule and the
MCC’s schedule worked well together, that they would occasionally serve dinner on the upper deck in the
evenings, particularly in the summer.

Mr. Nguyen said that to his knowledge, the Bear's Lair wouldn't have enough kitchen space to have
another layer of service. He asked where they would get the additional kitchen space. Mr. Permaul said
that would be where the bathrooms currently were. The Pub would re-do that whole wing. Mr. Nguyen
asked if that wouldn't affect any of the food court businesses. Mr. Permaul said it would have no impact
on the current vendors in the Bears Lair food court. That was a given in order for this proposal to move
forward.

Ms. Davis asked if people would order in the Bear's Lair and then go upstairs and have the wait people
find them. Mr. Permaul said they would have servers upstairs. Ms. Davis asked if it would be sit-down
service. Mr. Permaul said it would be just like Jupiter. Ms. Davis asked if it would still be called “the
Pub.” Mr. Permaul said it would be “Jupiter at the ASUC,” or “Jupiter at Sather.” They wanted to create
a different identity on the deck from the Bear's Lair Pub because students like the Pub the way it was.

Mr. Nguyen asked if there was any consideration of another vendor other than Starbucks, such as Seat-
tle’s Best. Mr. Permaul said Follett was not interested in those other vendors and didn't want a vendor
that wouldn't generate foot traffic and wouldn't replace sales they currently have in the Convenience
Store. Mr. Nguyen asked if they felt Seattle’s Best would not do as well. Mr. Permaul said that was cor-
rect. Follett wanted a national name, with a national draw.

Mr. Smith said the only other coffee shop considered was Coffee Bean and Tea Leaf. Mr. Permaul said
the company has shown no interest. The Auxiliary tried several times, and Mr. Smith has helped with
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that. They tried Peet’s, which said that they would have loved to have come here if they hadn't already
built a Peet’s on Dwight Way and Telegraph. So right now, this was the option the Auxiliary had.

Mr. Permaul said he come back to the Board if they get confirmation from the Executive Campus Plan-
ning Committee on Tuesday, to set up presentations by Starbucks and the Bear's Lair Pub owners. The
Auxiliary’s goal was to make sure that they move expeditiously if the SOB were to approve a schedule
that would allow renovations to take place during the summer. Mr. Permaul said that was all he had to
present.

Mr. Dally asked if there was any minimum number of students getting credit cards for a bank to come in.
Mr. Permaul said he would specifically not negotiate that. He didn't want this to become a mercenary
deal where the Auxiliary got paid because more students signed up for accounts, even if that meant a
reduction in revenue to the Auxiliary. But he frankly thought that Berkeley’s name had such cachet that
they would still get a very good contract.

Mr. Rhoads asked if he was now looking for a large regional or national bank. Mr. Permaul said three
banks have already expressed an interest: Bank of America, Wells Fargo, and US Bank. They've all been
calling him on a regular basis, asking where the Auxiliary stood on this. He and Mr. Coley have been
trying to be very sanguine about the campus’ concerns with everything from security to protection of stu-
dent debt and information to Regents’ requirements about banking. They have been meeting for the last
year with a sub-group, bringing every issue to the table. They heard a presentation from San Diego State
and from San Francisco State, both of which had commercial 1 Cards. He was about to present the group
with a full RFP from Washington State University, so the group could have all the information. He
thought they needed to now go and ask the full 1 Card Task Force if they could go to an RFQ.

Mr. Rhoads asked what space the bank would go to in the mall. Mr. Permaul said the bank, the credit
union that currently backed CUBS, wanted to sever its contract within the year. Mr. Spivey said it was
Cooperative Federal. Mr. Permaul said the space they were thinking of was the space where the Kodak
desk was. Mr. Rhoads said that didn't seem like a very big space. Mr. Permaul said it was about the size
of the space that full-service banks have in student unions around the country. They're able to take those
kinds of small spaces and manage them very effectively.

Mr. Smith asked if this happened, if it would potentially open up space for the Brazil Café. Mr. Permaul
said it was a potential for the Brazil Café. If STA Travel re-located to where the Postal Annex was, then
that whole space would be opened up, and they would like to consider even possibly another vendor
going into that location. They certainly want the Brazil Café to come to the Berkeley campus.

Mr. Silver asked if these plans would be happening simultaneously, or if Starbucks would be first priority,
with other changes in the background. Mr. Permaul said the first priority would be the seismic renovation
of Tilden, which will take place starting May of 08. Then, depending on what the SOB approved, he
would like to see a series of contracts. If they were to do computer sales and Follett wanted to re-do the
1st floor, if they have two renovations at the same time, it would be wonderful if students came back in
the fall to see a whole new ASUC there. But he would take whatever they could accomplish. Their Bears
Lair food court businesses were closed during the summer, so their businesses wouldn't be hurt. His goal
was to have as much accomplished as they possibly could see by the spring of 2009 if, for no other rea-
son, because all this flowed from the Auxiliary’s financial analyses. Everything was being done to
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make sure they had revenues for students and were meeting the terms of the commercial services
agreement.

NEW BUSINESS

Meeting Time

Mr. Dally said the Board was thinking of moving the meetings to Tuesdays at 5:00. He’d send out
another e-mail about that.

Selection of an Undergraduate Representative to Replace Mr. Dally

Mr. Dally said they need to start looking for a new undergraduate representative on the Board, as his term
ended in March or April. In the past, the President, he believed, has put an ad in the Daily Cal. Ms.
Allbright said the By-laws require the formation of a committee. Mr. Dally said they'll get as many peo-
ple interested as they could. In the past, there hasn't been that many. The committee will form, with the
nomination to be approved by the Senate. He’d like to talk to Ms. Allbright about the ad for the position.
Ms. Allbright said the requirement was for the Selection Committee to be formed in March. She had this
planned in the Senate agenda for late February.

Mr. Dally said that if Board members knew people who might be interested, they should tell them about
the opening.

Seeing no further business, Mr. Dally moved to adjourn at that time. The motion passed unanimously by
voice-vote.

Mr. Dally said the next meeting will probably be Tuesday, February 12, at 5:00.
This meeting adjourned at 6:18 p.m.

These minutes respectfully submitted by,

Steven I. Litwak
Recording Secretary



Decisions of the Board

Procedures

November 07

September *07
August 07

May 07

May ’07

December 06

November "06

July 06

June ’06

April *05

December 05

December 05

June '05

June '05

February '05

DECISIONS OF THE BOARD

Welcomed Marilyn Stager to the Auxiliary, Business Services
Officer.

Welcomed to the Board Prof. Cluff and Mr. Ortega, GA rep.
Elected Mr. Dally and Mr. Nguyen as Chair and Vice Chair for 07-08.

Mr. Smith’s term as undergraduate representative Board member
begins.

Mr. Spivey’s first Board meeting as ASUC Auxiliary Associate Director

Amended the Commercial Activities Agreement, to list the Blue & Gold
Yearbook under Exhibit A, Part B, Number 11, to allow the Yearbook to
receive student addresses from the Registrar's Office.

Elected Mr. Dally as Vice Chair of the Board and elected to have Ms.
Putnam-Smith serve as Chair for the remainder of her term, ending at
the conclusion of Spring Semester, *06-7

Mr. Permaul’s first Board meeting as Auxiliary Director.

Unanimously endorsed the efforts of the Chancellor and the UC President
to utilize programs such as the Designated Suppliers Program, or other
means of preventing the use of sweatshops in the production of University
apparel and goods.

Mr. Dally joined the Board as undergrad representative.

Asked the Finance Committee to discuss with Internal Audit the ASUC’s
use of the BFS accounting system.

Elected Ms. Putnam-Smith as Chair of the Board.

Voted to have committees, after the August meeting, agree upon meet-
ing times, during normal business hours, and for the Finance Committee
to meet at least quarterly, and for each committee to have representation
of faculty, staff, and students.

Re-elected Mr. Cohen as SOB Chair and elected Ms. Putnam-Smith as
Vice Chair.

Mr. Miles and Mr. Williamson joined the Board.



August '04 Formed an ad hoc committee to study increasing efficiency in informa-
tion technology.

Decisions of the Board - i -

Procedures (cont'd)

July '04 Elected Elliot Cohen as Acting Chair of the SOB, for 2004-5.

April '04 Considered and amended ASUC Auxiliary Budget Principles.
January '04 Agreed to send another letter to the ASUC Senate and the GA asking to
resolve the question of a GA representation on the Board.

December '03  Voted to send a letter to the ASUC Senate asking to resolve the question
of GA representation.

October '03 Approved the establishment of ad hoc committees: Commercial Opera-
tions, Auxiliary Services, and Finance.

August '03 Heard a report on the establishment of the Space Assessment Committee
for Eshleman and MLK.

June '03 Elected Ms. Quindel and Mr. Bucklin as Board Chair and Vice Chair,
2003-4.

June '03 Formed a Subcommittee on Committees to determine a committee struc-
ture for the Board.

June '03 Agreed to hold a Board member orientation by August 30.

May '03 Agreed on the need for a Board member orientation to be held before the

start of the school year.

December '02  Enhanced Board minutes by adding "Decisions of the Board"

Vendors
December 07 Heard a presentation by CUBS.

November 07 Received “Roadmap to Redevelopment at the ASUC: A Conceptual
Draft for Physical Improvements to ASUC Commercial Operations.

June ’06 Unanimously approved having Mr. Rolle look for someone to manage the
Lodge, with the same relationship as with the previous manager, remov-
ing restrictions for a leaseholder.

March *06 Approved a five-year lease option exercised by the Jupiter Pub



Feb. "06

Decisions of the Board (cont'd)

Vendors (cont'd)

Sept. 05

Sept. 05

May '05

March '05

Nov. 04

July '04

June '04

June '04

June '04

April '04

March '04

March '04

March '04

January '04

Authorized pursuit of a judgment against the previous Cal Lodge lease-
holder on behalf of the ASUC and the ASUC Auxiliary.

Authorized the Chair to write a letter to Associate Vice Chancellor
LeGrande about the rate and usage of the Cal 1 Card.

Approved use of an inspector suggested by the Alumni Association to
inspect the Cal Lodge, to authorized pursuing an agreement for the
Alumni Association to manage the Lodge.

Approved the further exploration with Darryl Ross of placing a green
café at the southeast corner of the Student Union.

Heard a presentation by Darryl Ross and agreed to investigate the
possibility of a "green" restaurant in the southeast corner of the Student
Union.

Approved the transfer of ownership of The Taqueria to the owner's
nephew.

To advertise the Store, the ASUC worked to give Cal-SO counselors a
$5 gift certificate and RAs a 15% discount card.

Approved a five-year extension for the STA Travel lease.

Approved the Resolution In Support of Follett Contract Performance
Review.

Approved changes to the terms of the Pub's lease.

Authorized negotiations for a 12-month contract with the current Bear's
Lair tenant, and to terminate the lease if negotiations fail, and to issue an
RFP.

Agreed to a four-week pilot project for the New York Times Readership
Pilot Project.

Rejected contract proposals submitted by Pub management, called upon
Commercial Operations to initiate a student survey on use of Pub space,
and approved sending out an RFP for the space.

Recommended signing the Follett contract, dated Feb. 26, '04.

Agreed to publish a letter in the Daily Cal to the general campus
community promoting Auxiliary businesses.



January '04

Decisions of the Board (cont'd)

Vendors (cont'd)

December '03

November '03

November '03

August '03

July '03

July '03

Nov. '04

August '04

July '04
June '03

May '03

December '02

December '02

Voted to send a letter of apology to the Bookstore manager for the con-
tent of a flier for the ASUC Bookswap.

Heard from John Martin, operator of the Pub.

The Daily Cal lease was signed, and printing of the ASUC government
page began.

Heard a presentation on Coca-Cola business practices in Colombia.

Amended the Daily Cal lease to have a code of conduct for the paper
discussed by the campus committee at-large.

Approved a five-year lease with the Daily Cal.

Authorized an engineering study of the Cal Lodge, for use in negotia-
tions with the lessees.

Approved a two-year lease extension, beginning Jan. 1, '05, to the
Taqueria and Healthy Heavenly Foods.

Decided to offer the Pub, after consulting with counsel, a reduction in
rent, with conditions.

Heard a counter proposal from the Pub regarding a contract revision.
Authorized the Director to seek legal counsel.
Formed a subcommittee to further consider the Daily Cal lease.

Heard a presentation by Coca-Cola representatives on the Company's
business practices in Colombia.

Added a fair-trade coffee option into the lease of the Coffee Spot
Authorized a letter to Coca-Cola expressing the Board's concerns with

allegations of human rights abuses in Colombian bottling plants, and
requested a company representative speak to the Board.

Student Union / Pauley Ballroom

June 07

Approved up to $35,000 for Student Union improvements, estimates,
and studies, including the Tilden Room, Pauley Ballroom, and the food
court.



Decisions of the Board (cont'd)

May '05

Voted to approve the LoSpro lounge proposal for the space in the Stu-
dent Union occupied by the Bearcade.

Student Union / Pauley Ballroom (cont'd)

Budget

May '05

October '04

May '03

May '03

April '03

February '03

April ’06

April '05

September '04

May '04

April '04

February '03

Voted to explore options for the expansion of the Art Studio.

Authorized ASUC President Leybovich, with matching funds from H&D,
to spend up to $2,500 for a Student Union/food service survey.

Approved agreement with the Chancellor's proposal on the multicultural
lounge; to enter into negotiations on costs and the Auxiliary's role in
managing the facility; and to approve a negotiating committee. Current
Officers will negotiate, with new Officers to shadow them until current
Officers leave.

Approved having Mr. Cordi and Mr. Rolle submit a proposal to support
student use of Pauley Ballroom by the June meeting.

Received a proposal, as part of the 2003-2004 budget, to allocate
$20,000 for the Senate and the GA to use for Pauley Ballroom fee
waivers.

Approved a subcommittee to look into policies for Pauley Ballroom and
for fee waivers.

Approved the 2006-7 Auxiliary budget.
Approved the 2005-6 Auxiliary budget.

Approved a motion to state that the Board alone had authority to shift
funding; to determine 03-04 residual profit at $103,208; and to transfer
$50,000 from residual profit to the Auxiliary Contingency Fund, making
up for a transfer of that amount to the ASUC to balance its 04-05
budget.

Approved a motion to urge the future SOB, 04-05, to consider as a high
priority, fully funding one position for the OSA and a half position OSA
position for the GA.

Approved the ASUC Auxiliary FY2004-2005 Budget, including a trans-
fer to the ASUC of $50,000 from the Auxiliary Contingency Reserves.

Received "ASUC Auxiliary Revenue and Expense Report, July -Decem-
ber 2003."



June '03 A committee was formed to balance the Auxiliary budget. The Subcom-

mittee on Committees will determine if this should be an ad hoc
committee.

Decisions of the Board (cont'd) - Vi -

Budget (cont'd)

May '03 Approved the 2003-4 budget, and charged the Auxiliary Services

Committee to determine cuts to balance the budget. Absent a recom-

mendation by August 30, agreed to staff the security desk in Eshleman
starting at 6 p.m., rather than 8 a.m.



STORE OPERATIONS BOARD MINUTES

February 12, 2008

Present: (Members and others)

Taylor Allbright Victoria Harrison Dave Rhoads
Matt Dally Arturo Ortega Jordan Smith

Jeff Deutsch Lisa Patel Tom Spivey
Danielle Duong Nadesan Permaul Oliver Williamson
Van Nguyen Nish Rajan

SUMMARY OF THE MEETING

This regular meeting commenced the Spring Semester. It was called to order at 5:10 p.m.

Report from the Director

Status of Panda Negotiations

Panda Express will be on campus that week and meet with the Auxiliary. Panda did an analysis and
found that exhaust could be vented out of the roof of Cesar Chavez and could meet the campus
requirements.

There was a discussion to relocate STA Travel and CUBS, paid for by Panda, which would take that
space. This would allow expansion of space to the dead stairwell in the breezeway. There was nothing to
prevent the removal of that staircase. The ASUC mall was a long, narrow corridor that wasn't very invit-
ing, and this would open up that whole area for seating, while retaining the Naia stage. The space would
be wide open and much more inviting. CUBS and STA Travel would be relocated into space that was
currently vacant, and life would be brought into that area of the mall. Panda would pay the cost of
renovation.

Status of Starbucks Negotiations

Starbucks will make a presentation to the Board. The Auxiliary was working on financial terms, some-
thing Starbucks wanted to do before proceeding. The Auxiliary expected to at least double the revenue
received in commissions from what was now Follett’s Convenience Store.

Meeting with the Bear's Lair Vendor

The Bear's Lair owner will present a plan for the Bear's Lair and the addition of a restaurant on top of the
western deck. The fence would enclose the staircase going up to the deck. The Bear's Lair could serve
beverages on both sides, but didn't currently. The Bear's Lair was told that the appearance of the outdoor
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area of the Pub had to be improved. This change would expand the Bear's Lair food court and allow peo-
ple to eat outside.

Presentation to the Telegraph BID

The BID heard the presentation that was given to the ECPC and had all its questions answered. BID
members were excited the Auxiliary was trying to develop a regional location for business. The BID
would still like some plasma screens in some storefronts in the Telegraph area.

The City of Berkeley’s Community Affairs called a meeting with the BID, Athletics, campus Community
Relations, the campus Visitor's Center, and the ASUC, and to talk about doing do a better job to make
visitors feel welcome to the area. The Auxiliary suggested a Visitor's Center satellite at the southeast
corner of the Student Union, the visitor’s desk. There will be a meeting to walk through the ASUC loca-
tion and the Durant Mall.

New Product Development at the Cal Student Store

Mr. Deutsch, the Store’s Associate Director, created a Store Advisory Board, including faculty, the
Alumni Association, University Relations, and students to help the Store look at and evaluate products
and services. The Store was also looking at completely revamping its Web site, including the book adop-
tion process faculty were asked to use.

First Meeting of the Commercial Services Task Force

The first meeting of the Commercial Services Task Force was held, chaired by Ms. Harrison different
groups that provide commercial services on campus. The first meeting was a look at principles and val-
ues. The Auxiliary presented some concerns that hopefully at some point be discussed.

This was a way for the campus to manage its commercial activities. Vice Chancellor Brostrom believes
that as an economic entity, the campus had the potential to generate substantial revenue as a whole com-
munity, rather than fragmented.

Mr. Permaul and Mr. Spivey will travel to UC Davis on Friday to look at the school’s commercial devel-
opment redevelopment of its Student Union complex. They and others, including The Scholar's Work-
station, will go to Stanford and look at Follett’s operation of computer sales there, as part of its Book-
store. This was part of the assessment on computer sales on campus, either The Scholar's Workstation at
the ASUC, a third-party vendor, or having Follett do those sales.

Update on the ASUC Budget Process and Mid-Year Budget Report

The budget for the ASUC fiscal year was distributed. Revenues were as projected. The Variance column
under Expenses showed $304,000 more than their business plan, but that was just a timing issue. The
Auxiliary paid the ASUC $192,000 from residual, which hasn’t previously happened until June. The
other $100,000 involved projects the Board approved to prepare for commercial assessments, safety
improvements, or projects funded out of the reserves.
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The Auxiliary expected residual of about $18,000.
The Auxiliary expected to make its budget and to live within it.

As a result of State budget cuts, units on campus were being asked to propose budget reductions. The
campus was also looking at funds from reserves. The Auxiliary was looking at cutting supplies and
expenses 10%.

The Auxiliary now paid the campus about $120,000 a year as part of the flat 4% units paid to the campus.
The Auxiliary has proposed that since funds coming in were not the Auxiliary’s, but the students, that the
Auxiliary be considered more like a research operation for which reasonable costs would be assessed for
overhead. If Auxiliary revenues grew, a flat 4% would represent a large amount that would be unavail-
able to students. And unlike many other campuses, it didn't receive support for student activities and pro-
grams. However, this would be a difficult argument to make.

It was noted that the CAA created an auxiliary, and all Auxiliaries had to pay the 4% of revenues for
admin for costing. This covered expenses like rent, taxes, payroll processing, that businesses had to pay
but Auxiliaries didn't, by virtue of being part of the University.

The Auxiliary received a mandatory student fee for maintenance and programs, but didn't receive Reg
Fees. And it paid another $250,000 a year in direct recharge costs for all its services, as did the other
Auxiliaries.

Residual payment to the ASUC was under listed under Other Expense. It should be a below-the-line
expense, and an Auxiliary suggestion to list it under Expenses wasn't agreed to.

The Auxiliary was modeling a reduction of about $230,000.
STIP income would be included in the reduction.

Update on the Commercial 1 Card Work Group

The Commercial 1 Card Task Force has been meeting. The idea was to have campus ID produced by a
private vendor, instead of being paid for by the campus. The vendor would provide also provide banking
and ATM services, and others. The 1 Card Task Force will make a presentation to the Commercial
Services Task Force to propose an RFP for a bank. The campus used the cards for many purposes.

If a full-service bank came to the ASUC, CUBS asked to have it included as part of the negotiations. The
Credit Union that supports CUBS will end its support in a year.

Tully’s Coffee was interested in coming to Berkeley, although its business model didn't include college
campuses, and it just had one. Tully’s also works with Follett, but not as much as Starbucks. Tully’s will
meet with the Auxiliary and Follett. They'll go through the space. This was Follett’s space. Students
were excited about Tully’s, which didn't have Starbucks’ disadvantages in terms of corporate perception,
free trade, and organic merchandise. It was suggested that the Auxiliary contact the student government
where Tully’s was located.
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NEW BUSINESS

Selection of a New Undergraduate Representative

Mr. Dally’s term was ending and a new undergraduate representative had to be selected as a Board mem-
ber. The Selection Committee was the ASUC President and EVP, the outgoing Board member, and two
Senators.

The meeting adjourned at 6:25 p.m.

[End summary of the meeting.]

This regular meeting of the Store Operations Board, commencing the Spring Semester, was called to
order by Matt Dally at 5:10 p.m. in the ASUC Senate Chamber.

APPROVAL OF THE MINUTES

Mr. Dally said he would entertain a motion to approve the minutes from the January meeting. It was so
moved and was seconded by Mr. Smith and Mr. Nguyen. THE MOTION TO APPROVE THE MIN-
UTES OF THE JANUARY 18, 2008 BOARD MEETING PASSED UNANIMOUSLY BY VOICE-
VOTE.

APPROVAL OF THE AGENDA

Mr. Dally called for any changes to the agenda, and seeing none, said he would entertain a motion to
adopt the agenda for the meeting that evening. It was so moved and seconded by Mr. Rajan and Mr.
Nguyen. THE MOTION TO APPROVE THE AGENDA PASSED UNANIMOUSLY BY VOICE-
VOTE.

REPORT FROM THE DIRECTOR

Status of Panda Negotiations

Mr. Permaul said he wanted to let the Board know the status of some of the Auxiliary’s negotiations.
Panda Express was coming up that week to meet with the Auxiliary again. Panda has done a technical
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analysis and found that it could run the exhaust from Naia lounge out of the roof of Cesar Chavez and
could meet the campus requirements. There was a discussion about the space currently occupied by STA
Travel and CUBS, and there was a prospect that Panda would be willing to relocate both businesses in
order for Panda to take over that space. It would allow that space to be expanded to the dead stairwell
that was locked down. This stairway goes from the top of Cesar Chavez down to the breezeway and was
secured by a big metal gate. The Auxiliary has checked with the campus and learned there was nothing to
prevent the removal of that staircase entirely. So there was a prospect that Panda would look at that space
as a location to develop a restaurant. Panda will meet with Tom Spivey next week and walk through the
space and do an analysis.

Mr. Nguyen asked if that was in addition to the Naia space. Mr. Permaul said that he and Mr. Spivey
have walked through this. One problem with the ASUC mall, as Board members knew, was that it was a
long, narrow corridor. It wasn't very inviting and people didn't want to walk down there. The Auxiliary
has proposed to potentially open up Naia and STA Travel, and open up that whole area to be an open
seating area while retaining the back of Naia’s and the stage. That area would be kind of cordoned for
events to be held there. But the rest of it would be wide open and would be much more inviting. Panda
seemed to like the idea.

Mr. Nguyen asked if Panda would also be in the Naia space. Mr. Permaul said it would be. The eating
area would expand all the way across. Currently, there was a wall that locked in STA Travel, a wall
across the corridor that went into Naia’s. Walls would be taken down and the area would be opened up,
with tables all over. It would be a much more open environment. And the back area of Naia’s would
remain for performances and presentations. That wall would stay up, with all of the other area opened up
and made much more inviting.

Mr. Ortega asked if the walkway would still remain there. Mr. Permaul said it would. The area by the
women’s restroom and the stairwell would be modified. This will be discussed with Panda, which was
very excited about this opportunity. CUBS and STA Travel would be relocated into space that was cur-
rently vacant, and life would be brought into that area of the mall, something they didn't have at that
point.

Mr. Dally asked if the cost of this renovation would be covered by Panda. Mr. Permaul said that was cor-
rect. It would not be the Auxiliary.

Status of Starbucks Negotiations

Mr. Permaul said that Starbucks wanted to make a presentation to the Store Operations Board. They
couldn't make the meeting that afternoon and will come for either a Special Meeting or for the March
SOB meeting. The Auxiliary has started to work on financial terms with Starbucks. Starbucks wanted to
do that before going too much further. Mr. Permaul said that as he got a sense of what Starbucks was
willing to bring to the table financially, he would share that with the Board. The Auxiliary currently
expected to ask Starbucks for a significant amount of revenue. If they fill that space, the Auxiliary would
want to at least double the revenue received in commissions from the current Convenience Store that
Follett ran. So the Auxiliary will begin discussing terms seriously with Starbucks. They'll start off by
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proposing both commissions and rent. Starbucks’ model was for rent only, but the Auxiliary will get
whatever that dollar figure was, one way or another.

Meeting with the Bear's Lair Vendor

Mr. Permaul said he and Mr. Spivey met with the Bear's Lair owner, who was very excited about the
prospect of coming to the Board and presenting a modified plan for the Bear's Lair and an addition of a
restaurant on top of the western deck. Mr. Permaul said that was why he brought the model to the meet-
ing that evening. Obviously they'd have to go through the campus, since nothing could be done without
campus approval. The idea was to extend the fence, which they've already talked about with the land-
scape architect, to enclose the staircase that goes up to the deck since the Bear's Lair was able to serve
beverages on both sides. They don't do so at that time, but they could.

Mr. Permaul said the model actually showed the last two planters, totally enclosed. It went all the way
around to the backside of the Bear's Lair, and took in the other areas, and was a circle. One could go all
the way through it. This moved the fence slightly out into the Plaza. Mr. Permaul said the Auxiliary
didn't want to make a major investment in the Plaza when it might be torn down in five years. This
design was too major a construction to propose, but its features might be very interesting in a modified
form. The model was done by a class in Architecture and then was translated into actual drawings that
the ASUC produced. They have been sitting, gathering dust. The Auxiliary provided the plans to the
Bear's Lair vendor and he was very interested in them. So at some point the Bear's Lair will come to the
SOB to make a proposal of what it would like to do. In essence, what they discussed was a Bear's Lair
Pub and Grill, with an indoor-outdoor barbecue area, new restrooms, roof seating for restaurant service on
the western deck, like at Jupiter, in downtown Berkeley, and a modified and cleaned-up outdoor area for
both the Bear's food court and the Pub.

Mr. Permaul said he told the Bear's Lair that the way the outdoor area of the Pub looked at that time was
not acceptable and that it needed to be cleaned, and that the Auxiliary would expect better signage and a
better appearance. This wouldn't change the Pub as to how students use it, but to give it a more substan-
tial and attractive area, with better lighting. And the same for the Bear's Lair food court. This would
expand the Bear's Lair food court and make it larger so people who were eating could move outside when
it was comfortable to do so.

Mr. Ortega asked when this would happen, what the timeframe was. Mr. Permaul said his goal with all
these projects was to have them started by the summer. That probably won't happen, but once they get
into contract, then he would like to go through the capital side of the program on the campus because it
wasn't good for them to be under construction during the academic year. The time to do this was when
the Bear's Lair food court was closed during the summer and there was much lower traffic. That would
also give students a new world to come back to when they returned to school. But in reality, these things
take time. He’ll try to do the best he could to keep moving forward.

Presentation to the Telegraph BID
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Mr. Permaul said he made a presentation that day to the Telegraph Ave. Business Improvement District
(BID). At one Board meeting he was asked if he was working in concert with the local merchants and
keeping them apprised of what was going on. He and Mr. Spivey gave the presentation given to the
ECPC and answered all their questions. BID members were very excited about the fact that the Auxiliary
was keeping up its end of the bargain in terms of trying to develop a regional location for business. The
BID would still like to collaborate with the Auxiliary on the plasma screen project and would like to have
some screens in some storefronts in the Telegraph area. In general, they were asking the same questions
that Mr. Ortega asked, such as when could it be done, how soon it could take place. Mr. Permaul said his
goal was to always keep the BID apprised so there were no surprises during this process.

Obviously, many of the Board knew there was still a struggle happening on Telegraph Ave. in terms of
businesses. He heard that day that the entire Durant Mall could be filled with new businesses in the near
future. Most of the space has been rented out, and BID was looking to move its office to that area. On
Telegraph, the loss of Mrs. Field’s Cookies has created another empty storefront, and it appeared that the
Avant Card business as a whole was going out of business. A new card shop of some sort will be going
in there.

BID was very motivated to see all businesses increase the local foot traffic to this area to help support the
merchants there.

Mr. Nguyen asked about the Durant Mall. Mr. Permaul said it's under the Durant parking garage. Cheese
‘N Stuff will expand, and just rented out Whelan’s Smoke Shop, which closed after 25 years. The space
now occupied by the Friends of the Library will be increased to three times its current size. The Framer’s
Workshop will also expand. A Visitor’s Center might also be put there.

The City of Berkeley’s Community Affairs held a meeting that afternoon, upstairs in the 4th floor confer-
ence room, with Intercollegiate Athletics, the BID, Irene Hegarty and her staff, the Visitor's Center from
the campus, and the ASUC, to talk about how they could better handle visitors who come to the campus,
and do a better job of making visitors feel welcome to the area. Mr. Permaul said he suggested that the
ASUC would still be very interested in a Visitor's Center satellite at the southeast corner of the Student
Union, where the visitor’s desk was located. The BID was very interested in that and there will be
another meeting to walk through the ASUC’s location and the location at the Durant Mall. They were
trying to do things to make the customer experience in this area much better than it was. And hopefully
this planning will bring a group of people together who will be thinking about major events that come to
the campus, and how they could better serve people.

Mr. Permaul said that in passing, he should tell the Board that the Auxiliary’s experience with Tennessee
at the Student Union was so good last year that they have become the Auxiliary’s reference. The Auxil-

iary was now talking to Michigan State and to Colorado State to see if they would like to use the Student
Union as their tailgate location for their football games in the fall. That would be good for the Store and

for the merchants on Telegraph.

New Product Development at the Cal Student Store

Mr. Permaul introduced Jeff Deutsch, the Associate Director of the Cal Student Store, who was currently
Acting Director, since Greg Kiryakakis just had a baby last week and was out for a while. Mr. Permaul
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said they have been working on some new, unique products to bring to the Cal Student Store that they
think that Cal alumni would like very much. But as part and parcel of that, Mr. Deutsch has created a
Store Advisory Board that will include members of the California Alumni Association. Mr. Permaul said
he has secured the services of Prof. Darren Zook, from Political Science, representatives from the Cali-
fornia Alumni Association, University Relations, and possibly students who approached the Auxiliary,
who would be interested in serving on an advisory committee to help the Store look at products and ser-
vices and evaluate them. So hopefully at some point in the future, they'll bring in those product lines and
share them with the Board, with the Store’s cooperation.

The Store was also looking at completely revamping its Web site. The Auxiliary has beaten them up
quite a lot about that. Mr. Permaul said he and Mr. Deutsch asked to go through the book adoption proc-
ess faculty were asked to use, and neither of them could get through it. So they decided there needed to
be some changes. So Follett was working on revamping its Web site for commodities at the Store, and
for faculty and staff access as well.

First Meeting of the Commercial Services Task Force

Mr. Permaul said Chief Harrison convened the first meeting of the Commercial Services Task Force,
which she chaired. He understood she was delighted that the Vice Chancellor gave her this responsibility.
Chief Harrison said it was a fascinating opportunity. Mr. Permaul said they're meeting with representa-
tives from Recreational Sports, Intercollegiate Athletics, Contracts, all the major players, Housing and
Dining, different groups that provide commercial services on the campus. The substance of their first
meeting was to look at principles and values. The Chief will go in August to the Chancellor’s Cabinet to
make some recommendations on how they think commercial business should be done. Mr. Permaul said
he presented some concerns that he felt they had. Hopefully these will arrive on an agenda at some point
to be discussed by the Task Force, or to find a venue where they could be appropriately addressed. Mr.
Permaul said that if people could think of any questions they should let him know, or send him an e-mail.

Mr. Williamson asked about the campus’ preferred vendor. Mr. Permaul said that was part of what they
want the Commercial Services Task Force to help define. He would like to see Follett, particularly for
textbooks, as the campus’ preferred vendor. There was a definite connection between lower book costs
for students and the bulk purchase of textbooks. So he would like to see the Bookstore as the preferred
vendor for textbooks. But he thought those were all going to be issues that will come out and will be dis-
cussed in one shape or another out of this Commercial Services Task Force.

As for the commitment of the campus to the ASUC, when he reads the Commercial Activities Agree-
ment, it seemed to him that the campus made a commitment to support and promote the ASUC and that it
had a vested interest in doing so, to support student government and its activities and programs and to
generate the revenues that would come back to students. But there are other groups that also make a
claim to those same loyalties, such as Intercollegiate Athletics, and Housing and Dining. Mr. Permaul
said that what he thought the campus was attempting to do in a very responsible way was to develop a
framework and structure, as other colleges and universities have done, for managing its commercial
activities. Vice Chancellor Brostrom has said on more than one occasion that he believed that as an
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economic entity, the campus had the potential to generate a substantial amount of revenue, as a whole
community, rather than as fragmented and broken up. If that was the case, then maybe there would be an
even better way to bring resources to the ASUC as a part of a broader collaboration. So he thought these
were all things that were on the table that they'll take a look at and will try to be open and objective from
the perspective of what was the best interest of the campus.

Mr. Permaul said he and Mr. Spivey will travel to UC Davis on Friday to look at the school’s commercial
development and to how they’ve redeveloped their Student Union complex. They'll meet with a number
of folks there. People from Davis came to Berkeley a week ago and now he and Mr. Spivey will return
the visit.

Mr. Permaul said a week from Friday he, Helen Norris, April Roy, Manager of The Scholar's Work-
station, and Mr. Spivey, will go down to Stanford and look at the Follett operation for sales of computers
at Palo Alto. They have $10.5 million in computer sales operation at Stanford that was run by its Book-
store, Follett. They're visiting as part of their assessment for the best way to do technology sales of com-
puters at the campus.

As he’s reported before, Mr. Permaul said they're looking at potentially relocating The Scholar's Work-
station to the ASUC. Other possibilities include a third-party vendor that may be an off-campus entity
that would sell computer technology on the campus, or possibly exercising their option in the Follett con-
tract to have Follett do those sales. Mr. Permaul said he has provided this work group with a matrix, at
the group’s request, of a comparison between a third-party vendor and Follett in terms of revenues to the
ASUC. The Associate Vice Chancellor said it made sense. So Mr. Permaul said they were now just
going through all the due diligence steps to see where that would take place. Follett has said that if the
technology sales come to the ASUC through Follett, it would also renovate the 1st floor of the Student
Union. That would make a big difference and go all the way from the vacant Kodak store and the vacant
area of the Postal Annex, all the way to the front of the Store.

Mr. Dally said he thought they also mentioned they would re-do the 1st floor if Starbucks came in. He
asked if this was either/or, if either one came in they'd renovate, or if Follett wanted both. Mr. Permaul
said Follett simply said they would make improvements to the 1st floor if Starbucks came in. But if they
got technology sales, that would mean the entire 1st floor would be completely redone.

Update on the ASUC Budget Process and Mid-Year Budget Report

Mr. Permaul he made a presentation to the Vice Chancellor last Tuesday on the ASUC’s mid-year budget.
It was his obligation to let the Board know as well how the Auxiliary was doing. He wanted this to be as
transparent as possible. He distributed the budget for the ASUC fiscal year. The top line, the first col-
umn, was their budget or business plan. The next column was the actual year-to-date in terms of their
actual revenue and resources, the variance, and where they stood year-to-date, the last column.

Mr. Permaul said Auxiliary revenues were fine, and they were going along as they said they would. In
the Variance column under Expenses, it shows that the Auxiliary spent $304,000 more than their business
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plan. That was just a timing issue. The Auxiliary paid the ASUC $192,000 from residual. The Auxiliary
has already paid that, while last year the Auxiliary didn't pay that until June. The business plan showed
what normally had been done, with the Auxiliary paying at the end of the year. But according to the
terms of the commercial services agreement, the Auxiliary should give residual to the ASUC as early as
September. So the Auxiliary’s goal was to get it to the ASUC as quickly as possible. So it was given to
the ASUC much earlier than it's been done for the last three years. So $192K of the $304K was money
that was paid to the ASUC. That should be what is called a “below the line expense.” It should not show
up in the Auxiliary’s operating budget. But because of the way the budget was constructed, which he was
working to change permanently, the mid-year budget showed it as an expense out of the Auxiliary’s oper-
ating budget. Mr. Permaul said he was just trying to explain this so Board members didn't wonder why
the Auxiliary was $304K off its operating plan.

The other $100,000 involved projects that either the Board approved to be done, in preparation for com-
mercial assessments, or things like the safety improvements that were made with the ASUC that were
funded by the students, or were projects being funded out of the reserves. So there was about $82,000
there that should not show up in the Auxiliary’s current operating budget. So while it looked like this
might be out of whack, it really wasn't, and the Auxiliary expected to make its budget at the end of the
year.

Mr. Permaul said the Auxiliary expected to have a very modest residual of about $18,000. And of course,
for any residual, the first thing the Auxiliary would do was to look at reserves. So right now, what he was
proposing, as they could see at the bottom of the budget, was to have any transfer of funds to the ASUC
student government to occur at the end of the year. But the Auxiliary expected to make its budget and to
live within it.

As for next year, Mr. Permaul said he would let the Board know what the campus was doing. As a result
of State budget cuts, all units on campus were being asked to propose reductions in their budgets. And
the Auxiliary was part of that exercise. At that point the campus was looking at some funds from
reserves. The Auxiliary was also looking at cutting supplies and expenses by a full 10%. And they might
have to look at staffing as well. So they're looking at all of these as options based on what the campus
told them.

Mr. Permaul said he and Mr. Nguyen have had this conversation, and in the sense of full disclosure, he
was sharing it with the Board. Mr. Permaul said the way he read the Commercial Activities Agreement,
he did not see that the funds that come to the ASUC Auxiliary were ASUC Auxiliary funds. He believed
they were student funds and that the Auxiliary was there simply as a proxy or a contract agent that the
students have engaged in with the campus to oversee the management of their funds. The Auxiliary has
proposed to the Vice Chancellor that he look at the Auxiliary not as an entity in which its funds were
campus funds, but that the Auxiliary was a recharge operation for which the Vice Chancellor would
assess reasonable costs for overhead to the campus. In years going out, rather than have a flat 4%, which
the Auxiliary now paid to the campus against all of their revenues, no matter how they grew, he would
propose that the Auxiliary would actually have a fixed set of costs. Those fixed costs might be greater
than what the Auxiliary was now paying to the campus, which was about $120,000 a year. But if they
were fixed costs, they might grow slower than they would if the Auxiliary increased its revenues and a
flat 4% was taken out of those revenues.

The Auxiliary needed to do an analysis of this before making any recommendation or decision. They
proposed this to Vice Chancellor Brostrom, and Mr. Permaul said he and Mr. Nguyen will continue to
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have this conversation to see what student government would like. Mr. Permaul said he intended to make
the argument that the money that was generated by the Auxiliary was the students’ money and not the
Auxiliary’s money. That was a little different from the other Auxiliaries on the campus, such as Inter-
collegiate Athletics, Recreational Sports, or Housing and Dining. They'll see whether the campus agreed
with that or not. Mr. Nguyen will take that case to the appropriate campus officials.

Mr. Williamson asked if this was settled, if it would remain settled or if it would be re-negotiated. Mr.
Permaul said they’ll have to see what the Vice Chancellor said about that and what the President and the
Chancellor decide. Mr. Permaul said he didn't know, and nothing seemed to ever be fixed in stone across
time and space. But he did think that the commercial services agreement was a pretty binding document.
Mr. Williamson asked if there was legal opinion on this by University counsel. Mr. Permaul said the stu-
dents had their own counsel and the University had its counsel. He just needed to find out the answer,
and it would be whatever eventually got negotiated.

Mr. Williamson said it seemed to him that if legal significance was attached, it would continue as a basic
agreement. Mr. Permaul said that Vice Chancellor Brostrom was a very honorable man, and he believed
the Vice Chancellor was asking them to look at this in good faith. And as his staff, Mr. Permaul said
that’s what he was charged to do. Mr. Nguyen was involved and his job was to make sure that the stu-
dents were represented appropriately in their negotiations with the campus.

Ms. Harrison said there was a Commercial Activities Agreement that spelled things out and how the
revenues were to be exposed. It was signed by representatives of the ASUC and campus Administration
and was legally binding. What was being asked was actually a departure from the way in which the
document was currently written. The ASUC was an Auxiliary and the campus had a policy, “admin for
costing,” where all Auxiliaries must pay 4%, at that time, based on revenues, not expenses. About five
years ago or so it was based on expenses, but that was switched to revenues. Quite frankly, anybody who
drove any kind of income, whether it was outside revenue and/or recharge was billed 4% admin for cost-
ing. That was supposed to go back to pay the campus for those services that it provided to any depart-
ment on the campus. So the ASUC wasn't being treated any differently than any on the organization or
department. What she was hearing from Mr. Permaul was that he wanted to broker a different arrange-
ment. Mr. Permaul said he was doing this based on the CAA. In the section on disbursements of the
money, it says that the money belonged to the students and that money would be disbursed to the Auxil-
iary to pay its bills. Ms. Harrison said that was after the Auxiliary’s costs were accounted for. One asso-
ciated with the Auxiliary was paying admin for costing, like all other Auxiliaries.

Mr. Permaul said the argument they were making was that it was more appropriate to look at the Auxil-
lary as vendor, in essence, that was contracted for support of the students, and that they should be
recharged. Ms. Harrison said she would suggest that it was very clear, and she had something to do with
the writing of the document. They were very clear that they were establishing an Auxiliary, out of UCOP
policy. She wasn't saying it couldn't be done, but what Mr. Permaul was talking about doing was basi-
cally amending the current Commercial Activities Agreement. Mr. Permaul said that may be the result.
He thought the issue at stake was that the students had a chance to dramatically increase their revenues
without increasing their demand on services. To have a flat 4% against that revenue siphoned off would
undermine students’ ability to provide programs. The campus might end up saying Intercollegiate Ath-
letics had to do it and the ASUC Auxiliary had to do it too. But they'll make the argument that because
this was the only source of student funding from the campus for these programs, that it might make more
sense to do it in a different model. The Chief was correct, and that might be an amendment to the
agreement.
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Ms. Allbright said she had a clarification. The issue at stake was the 4% overhead cost. She asked if
there was anything else other than that. Mr. Permaul said that for the current budget, the campus was
doing modeling for the reduction being proposed, the surrendering all STIP income. The Auxiliary had a
series of reserves that were collected over the years to maintain the building, protect the Auxiliary’s
operations, and for redevelopment for funds that remain. The Auxiliary gained STIP income from these
reserves, money that came back to the bottom line of the Auxiliary. The campus was proposing to collect
those funds this year. Part of what the Auxiliary was doing with Mr. Brostrom’s budget office was look-
ing at the way by which all reserves were managed. The budget office even suggested to the Auxiliary in
the budget meeting a couple of days ago that they thought Auxiliary reserves were not being structured
properly. Mr. Permaul said he’d already decided that the Auxiliary propose that the campus sweep STIP
from certain reserves, but maybe not all of them. But if the campus swept reserves, it would apply to eve-
rybody. The Auxiliary was trying to make an argument that once again, there was an exception to that
rule. They'll see if it flied or not.

Ms. Allbright asked why, if Auxiliaries were independent financially from the University, they weren't
receiving funds from the University, she asked why they were being asked to make a reduction, and how
that benefited the campus. She asked if it was in the actual, legal definition of “Auxiliary” that reserves
could be swept by the University at any time. Mr. Permaul said that to make one thing clear, all Auxilia-
ries, as the University defined them, were departments of UC. And even though they were self-support-
ing, they were University entities, and their funds were, from that perspective, University funds. They're
not State funds or research funds, but were University funds. What the Chief was saying was that all
Auxiliaries were the same everywhere on the campus. Mr. Permaul said that what he was saying was that
the ASUC Auxiliary was trying to make an argument that perhaps the ASUC should be looked at differ-
ently, for different reasons. He didn't know whether that argument would fly, but that was what he and
Mr. Nguyen have been talking about.

Ms. Harrison said the difference between an Auxiliary and any department that was almost exclusively
centrally funded was that an Auxiliary could take a cut and make up that cut by virtue of its fees or its
lines of businesses, its revenues, those kinds of things. A centrally funded unit that lost 7% of its budget
had no opportunity to make that up, and to do that would have to cut people’s services, programs, etc.
The other thing to keep in mind was that an Auxiliary was very different than a business. Businesses pay
full freight for everything, including rent, taxes, payroll processing, all kinds of things that Auxiliaries, by
virtue of being part of the University, didn't have to pay. So admin full costing of 4% was really kind of a
very low percent compared to what a true business would pay to operate. This was a cost recovery to the
campus for things like cutting checks to employees, e.g.

Mr. Permaul said he didn't have a problem with the variety of different services the Auxiliary received,
such as police services. He believed the Auxiliary had to pay its freight. The question he had was that
since it was 4%, if the Auxiliary was to bring all these businesses in, and suddenly jumped from $17 mil-
lion to $30 million in revenues, all of a sudden the Auxiliary would be paying 4% of that to the campus.
But the actual expenses they’d incur wouldn't grow at that kind of level. So his argument to the Vice
Chancellor was to look at what the real costs of the services the ASUC Auxiliary and the ASUC obtained
from the campus, and see in an analysis if it made sense to stay with that 4% figure across the board,
across time, or whether or not they should simply be recharged for the direct services they use. He
thought there was probably an argument that could be made both ways. But then there was the argument
that if they got this permission, then why shouldn’t Intercollegiate Athletics, or Rec Sports, get it. So the
campus will be very, very cautious in looking at this. The Auxiliary was just opening up the question,
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trying to generate more revenue to the students and their programs. Four percent at some point could be a
pretty hefty figure.

Ms. Harrison said it would be a very, very difficult argument to make, and quite frankly, Intercollegiate
Athletics was probably in the front of the line wanting to make that argument as it did major fundraising
for major projects and took a 4% hit on that. Mr. Permaul said he thought the changes of making such a
change were slim to none. But he thought it was worth vetting, because it was about dollars going back
to students. The argument he and Mr. Nguyen were making was that the Auxiliary didn't get Reg Fees
and got no other support for student programs and activities at Berkeley, whereas at other UC campuses
and departments they did, some of them. All the Auxiliary’s revenues were pledged to student programs.

Ms. Harrison said the ASUC had Reg Fees. Mr. Permaul said that wasn't the case and said they have a
mandatory student fee for maintenance of the facilities and to provide programs. But they don't receive
Reg Fees. Mr. Permaul said they also paid another $250,000 a year in direct recharge costs to the campus
for all its services. Ms. Harrison said that was the case for all the other Auxiliaries. Mr. Permaul said that
was correct. He wasn't talking about those expenses. Those were recharges for services that the Auxil-
iary took and he fully expected to have to pay for them. They were just looking at the 4%. As Chief
Harrison said, this would be a tough row to hoe. But nevertheless, the Auxiliary will try and at least do
the analysis.

Mr. Nguyen asked what a 4% cut for next year would look like. Mr. Permaul said it was about $230,000.
Ms. Harrison said it wasn't a cut, but an ongoing cost. Mr. Permaul said he was talking about the reduc-
tion the Auxiliary has modeled, which included STIP income. The way it was being analyzed, all that
STIP would go. The Auxiliary has proposed that only a portion of the STIP go.

Mr. Permaul said Board members could see what the Auxiliary was attempting to do in terms of the
budget the back. In Revenue Explanations were explanations for salaries and benefits and supplies and
expenses, and net operating loss. At some point he hoped to put this up on the Web site so students could
see it and so things were transparent.

Ms. Harrison said that to make this clearer, she asked why residual payment to the ASUC was under
Other Expense. Mr. Permaul said they were proposing to change that, but they wouldn't let the Auxiliary
change the form. The Auxiliary has asked to make it known under “Expenses.”

Mr. Rajan asked what size of cut the campus was asking for. Mr. Permaul said they should make sure
people don't walk out the door thinking the Chancellor was taking X amount of money from the students.
The Auxiliary was modeling a reduction of about $230,000.

Ms. Allbright said there was 4% and 10%, with the 4% being overhead. Mr. Permaul said the Auxiliary
had to build into the budget a 4% increase for salaries next year. That was part of the State budget. But
then they had to make a reduction on that increase, as part of a model. And then there was also STIP
income that the Auxiliary has been told to include in the reduction. “STIP” was interest they earn on
these accounts. Ms. Allbright asked how they made a reduction in the interest. Mr. Permaul said they
wouldn't receive it. Ms. Harrison said the campus took all the surpluses that all the various departments
had and invests it, and got a return. Traditionally, what they do is to distribute that back out based upon
what each organization contributed. One strategy the campus was talking about to meet the 7% across-
the-board cut the campus had to take was to withhold the STIP this year, saying that in the past, the
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campus had been generous and gave it back to units, but couldn't afford to do that and needed to hold it in
order to figure out how to keep the campus running, based upon whatever priorities the campus had. So
the campus was contemplating holding STIP income centrally. They're also talking about looking at car-
ryforwards and taking 10% of whatever carryforwards that units had. They're also asking every depart-
ment to model a 7% reduction in expenses. And that was everybody, including the Police Department. It
wasn't fun.

Mr. Permaul said the Chief used the term carryforward, and that was reserves. It's money the Auxiliary
would use if a roof, e.g., needed repair. And that’s where the 4% would come off from in this model.

Mr. Rajan asked if the model the Auxiliary made will include projections if Panda came to campus. Mr.
Permaul said it wouldn't, since he couldn't project anything he didn't have. But he could assure them that
if they did get contracts, that would make all of their lives a lot better next year.

Ms. Harrison said that was the good news for Auxiliaries, which could either realize new revenue
streams, or for Athletics or Parking, increase tickets or fees that people pay. Organizations that were pri-
marily centrally funded had no opportunity other than going to the campus. That’s why she believed the
campus would hold the STIP, to perhaps help some of those departments that have absorbed the 7% and
instead, maybe get a 4% cut. They wanted to work strategically across the campus and determine where
they'll try to minimize or soften the 7% cut.

Mr. Rhoads said that since the Auxiliary was independent and didn't get money from the University or the
State, the cuts across the board wouldn't affect them as much because of other income streams. Ms.
Harrison said it may very well be that Auxiliaries really won't take a 7% cut in expenses. They're being
asked to model that because sometimes the campus liked for all of them to be treated the same. So this
was a modeling, and Auxiliaries really might not take a cut in expenses.

Mr. Permaul said that in the Auxiliary’s model, they're attempting to not reduce anything that was
involved with direct service to the students. They're looking to those aspects of their operation that were
more staff related and less service related.

Mr. Rhoads asked why they were looking at a 7% cut if they weren't getting any money from the Univer-
sity. Ms. Harrison said there were two reasons, in her opinion. First, they all need to share. If she had to
do this in the Police Department, then Auxiliaries needed to do it as well. Secondly, there was a belief
that being faced with budget cuts was an opportunity to look at operations to see if there were better effi-
ciencies. Not having to look at operations for cuts, people might get a little comfortable. So it was a
good exercise, a good business practice, although having done it four out of the last six years, it was
tiring.

Mr. Permaul said Parking or Athletics, e.g., can raise new revenues by raising commaodity costs. But the
ASUC Auxiliary couldn't do that and either had to have new revenue streams or reduce services. But as
the Chief said, this was modeling at that point and they don't know what will happen.

Mr. Nguyen said while they were modeling a 7% cut, it could potentially be more if there was a decreased
projection. Mr. Permaul asked Ms. Harrison if she thought that was a chance. Ms. Harrison said that at a
briefing on Monday, she was led to believe that the 7% figure was very realistic, and probably deeper
than they'd need to go. If the campus held firm with STIP and those kinds of things, they probably
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wouldn't see that deep a cut. It was felt that some departments could reasonably absorb a 7% cut, and
others couldn't.

Update on the Commercial 1 Card Work Group

Mr. Permaul said he’s been attending meetings of the Commercial 1 Card Task Force. This concept came
out of the ASUC. The idea was that the current ID people on campus carry would be produced by a pri-
vate vendor and the cost of producing it would be borne by that vendor. In addition, other services could
be provided by that commercial entity, such as banking services, ATMs, and others. They have been
working to make a presentation to the Commercial Services Task Force to propose that the campus go out
to RFP and find out if a bank could do a better job of producing a campus ID card. The campus was cur-
rently entirely subsidizing the production of the cards. Vice Chancellor Brostrom wrote to him on Mon-
day offering another vendor he would like to bring to the table. The campus uses the cards for many pur-
poses, so a very careful vetting would have to be done. These cards would also be used for security
access.

Mr. Rhoads asked if other schools use commercial ID cards for security access. Mr. Permaul said some
do. But no other campus wanted as ambitious a card as did Berkeley. They want to use it for the Class
Pass, TransLink, access to specific buildings, access to residence halls, and as a debit card. One strategy
might be to bifurcate the services and have one card for security and access and another card for debit and
other services. Washington State and other campuses had all kinds of value added for students with its
commercial 1 Card.

If the Auxiliary was to bring a full-service bank to the ASUC, CUBS has asked to have it included as part
of the negotiations. CUBS would move to that bank, from the Credit Union which now supports them,
but has threatened CUBS’ funding in a year. But all this depended on how the campus looked at a com-
mercial 1 Card agreement and whether the campus wanted the ASUC to do that. There's a much greater
upside to their revenue if the Auxiliary did a debit card, a commercial bank, and an ID card altogether.
This all had to be carefully analyzed.

Mr. Dally asked what campus groups were part of the 1 Card group. Mr. Permaul said the work group
involved the UCPD, Financial and Business Services, IS&T, Housing and Dining, and the campus 1 Card
office. And then they’ll go back to the 1 Card Task Force, which was a huge group. A debit card could
be used anywhere a Visa was accepted. Currently, there were only about 40 businesses where a student
could use the debit card. And those businesses pay anywhere from 2-6% to the 1 Card program. Visa
would have a much lower flat rate.

Mr. Permaul said those were the updates he had and he’d be happy to answer any questions about
business.

Mr. Rhoads asked about the discussion with Tully’s. Mr. Permaul said Tully’s called the Auxiliary and
said it was interested in coming to Berkeley. But its business model didn't include college campuses, and
just had one. But the company would like to break into that market. Tully’s works with Follett as well,
but not as much as Starbucks did. The Auxiliary invited Tully’s up and will meet with Mr. Spivey and
Follett. They'll go through the space. Tully’s would have to come up with a model that the Auxiliary and



Update on the Commercial 1 Card Work Group -16 -

Follett were looking for, when the company hasn't done it. Follett has already written him about the
terms and conditions to use that space. If Follett gave up $500,000 in commissionable income, it
expected to bring in a pretty powerful business. They'll have to see what Tully’s could do about coming
here.

Mr. Rhoads asked if Tully’s would be seriously considered if it could prove itself in terms of Follett’s
plan. Mr. Permaul said they would be, if they could satisfy Follett.

Ms. Allbright said students seemed to be really excited about the possibility of Tully’s and thought the
Auxiliary should really look into that. She asked if it would be appropriate for Tully’s to make a presen-
tation at an SOB meeting. Mr. Permaul said they should see what Follett said first, since it was Follett’s
space. But he had no problem doing that and would be happy to put that on the table. Mr. Nguyen asked
if he could send out an e-mail for the meeting with Tully’s. Mr. Permaul said the meeting will be Thurs-
day at noon.

Mr. Deutsch asked what the advantages were for Tully’s. Ms. Allbright said that Tully’s seemed to pro-
vide the same benefits as Starbucks would, from the student perspective, without some of the disadvan-
tages of Starbucks in terms of its corporate identity and perception. Tully’s also had a better relationship
with free trade and organic merchandise than Starbucks. That was something they've proposed that Star-
bucks have more of. Tully’s already had that reputation and wouldn't be criticized for things that Star-
bucks would be criticized for, while bringing similar services.

Mr. Ortega asked why the model for having a business on campus was so much different than having a
business off-campus. Mr. Permaul said Tully’s other model was almost like a kiosk, but bigger, which
they did at airports. Mr. Spivey said they go to transportation hubs. Mr. Permaul said doing an actual
Internet café would be a new business model for them. Mr. Ortega said Tully’s had a number of them,
including one in Oakland. Mr. Permaul said they don't, however, do them on college campuses, and each
was a different business model. They opened up one at Cal State Dominguez Hills, he believed, which
was their first.

Mr. Smith asked if Tully’s was private, public, or a franchise. Mr. Permaul said he didn't know. He was
pretty sure it was a corporate entity.

Mr. Nguyen said the Cal State Tully’s would be a good student government to contact, to see the response
of students on that campus.

NEW BUSINESS

Selection of a New Undergraduate Representative

Mr. Dally said he wanted to remind people about the search for a new undergrad rep. If people had
nominations, they should let him or Mr. Nguyen know. They also need a couple of Senators as well.



Selection of a New Undergraduate Representative (cont'd) -17 -

Ms. Allbright said the Selection Committee was comprised of the President, the EVP, the outgoing
undergrad rep, and two Senators. The Committee was supposed to be formed by March 1 and Senators
were scheduled to be selected at the February 27 Senate meeting.

Mr. Rhoads asked if there was an application. Mr. Dally said there was no formal application, but an
interview process.

Mr. Nguyen asked if the procedure was in the By-laws. Ms. Allbright said it was. The commercial
agreement states that the ASUC shall appoint an undergraduate in a procedure described the Senate By-
laws. Mr. Nguyen said that perhaps in the future, perhaps the date should be moved up. Ms. Allbright
said she would double-check the Charter.

Mr. Dally said the Board switched rooms with Raza and asked if that was a permanent change. Mr.
Nguyen said Raza had more members. Mr. Dally said he hasn't reserved the Senate Chamber for Tues-
days before. Mr. Smith asked about meeting in the 4th floor conference room. Mr. Permaul said that was
possible. Mr. Dally said they would get their meeting place for next time cleared up.

Mr. Dally said that seeing no further business, he would called for a motion to adjourn. It was so moved
and seconded by Mr. Nguyen and Mr. Smith and passed unanimously by voice-vote.

This meeting adjourned at 6:25 p.m.

These minutes respectfully submitted by,

Steven I. Litwak
Recording Secretary



Decisions of the Board

Procedures

November 07

September *07
August 07

May 07

May ’07

December 06

November 06

July 06

June ’06

April *05

December 05

December 05

June '05

June '05

February '05

DECISIONS OF THE BOARD

Welcomed Marilyn Stager to the Auxiliary, Business Services
Officer.

Welcomed to the Board Prof. Cluff and Mr. Ortega, GA rep.
Elected Mr. Dally and Mr. Nguyen as Chair and Vice Chair for 07-08.

Mr. Smith’s term as undergraduate representative Board member
begins.

Mr. Spivey’s first Board meeting as ASUC Auxiliary Associate Director

Amended the Commercial Activities Agreement, to list the Blue & Gold
Yearbook under Exhibit A, Part B, Number 11, to allow the Yearbook to
receive student addresses from the Registrar's Office.

Elected Mr. Dally as Vice Chair of the Board and elected to have Ms.
Putnam-Smith serve as Chair for the remainder of her term, ending at
the conclusion of Spring Semester, *06-7

Mr. Permaul’s first Board meeting as Auxiliary Director.

Unanimously endorsed the efforts of the Chancellor and the UC President
to utilize programs such as the Designated Suppliers Program, or other
means of preventing the use of sweatshops in the production of University
apparel and goods.

Mr. Dally joined the Board as undergrad representative.

Asked the Finance Committee to discuss with Internal Audit the ASUC’s
use of the BFS accounting system.

Elected Ms. Putnam-Smith as Chair of the Board.

Voted to have committees, after the August meeting, agree upon meet-
ing times, during normal business hours, and for the Finance Committee
to meet at least quarterly, and for each committee to have representation
of faculty, staff, and students.

Re-elected Mr. Cohen as SOB Chair and elected Ms. Putnam-Smith as
Vice Chair.

Mr. Miles and Mr. Williamson joined the Board.



August '04 Formed an ad hoc committee to study increasing efficiency in informa-
tion technology.

Decisions of the Board - i -

Procedures (cont'd)

July '04 Elected Elliot Cohen as Acting Chair of the SOB, for 2004-5.

April '04 Considered and amended ASUC Auxiliary Budget Principles.
January '04 Agreed to send another letter to the ASUC Senate and the GA asking to
resolve the question of a GA representation on the Board.

December '03  Voted to send a letter to the ASUC Senate asking to resolve the question
of GA representation.

October '03 Approved the establishment of ad hoc committees: Commercial Opera-
tions, Auxiliary Services, and Finance.

August '03 Heard a report on the establishment of the Space Assessment Committee
for Eshleman and MLK.

June '03 Elected Ms. Quindel and Mr. Bucklin as Board Chair and Vice Chair,
2003-4.

June '03 Formed a Subcommittee on Committees to determine a committee struc-
ture for the Board.

June '03 Agreed to hold a Board member orientation by August 30.

May '03 Agreed on the need for a Board member orientation to be held before the

start of the school year.

December '02  Enhanced Board minutes by adding "Decisions of the Board"

Vendors
December 07 Heard a presentation by CUBS.

November 07 Received “Roadmap to Redevelopment at the ASUC: A Conceptual
Draft for Physical Improvements to ASUC Commercial Operations.

June ’06 Unanimously approved having Mr. Rolle look for someone to manage the
Lodge, with the same relationship as with the previous manager, remov-
ing restrictions for a leaseholder.

March *06 Approved a five-year lease option exercised by the Jupiter Pub



Feb. "06

Decisions of the Board (cont'd)

Vendors (cont'd)

Sept. 05

Sept. 05

May '05

March '05

Nov. 04

July '04

June '04

June '04

June '04

April '04

March '04

March '04

March '04

January '04

Authorized pursuit of a judgment against the previous Cal Lodge lease-
holder on behalf of the ASUC and the ASUC Auxiliary.

Authorized the Chair to write a letter to Associate Vice Chancellor
LeGrande about the rate and usage of the Cal 1 Card.

Approved use of an inspector suggested by the Alumni Association to
inspect the Cal Lodge, to authorized pursuing an agreement for the
Alumni Association to manage the Lodge.

Approved the further exploration with Darryl Ross of placing a green
café at the southeast corner of the Student Union.

Heard a presentation by Darryl Ross and agreed to investigate the
possibility of a "green" restaurant in the southeast corner of the Student
Union.

Approved the transfer of ownership of The Taqueria to the owner's
nephew.

To advertise the Store, the ASUC worked to give Cal-SO counselors a
$5 gift certificate and RAs a 15% discount card.

Approved a five-year extension for the STA Travel lease.

Approved the Resolution In Support of Follett Contract Performance
Review.

Approved changes to the terms of the Pub's lease.

Authorized negotiations for a 12-month contract with the current Bear's
Lair tenant, and to terminate the lease if negotiations fail, and to issue an
RFP.

Agreed to a four-week pilot project for the New York Times Readership
Pilot Project.

Rejected contract proposals submitted by Pub management, called upon
Commercial Operations to initiate a student survey on use of Pub space,
and approved sending out an RFP for the space.

Recommended signing the Follett contract, dated Feb. 26, '04.

Agreed to publish a letter in the Daily Cal to the general campus
community promoting Auxiliary businesses.



January '04

Decisions of the Board (cont'd)

Vendors (cont'd)

December '03

November '03

November '03

August '03

July '03

July '03

Nov. '04

August '04

July '04
June '03

May '03

December '02

December '02

Voted to send a letter of apology to the Bookstore manager for the con-
tent of a flier for the ASUC Bookswap.

Heard from John Martin, operator of the Pub.

The Daily Cal lease was signed, and printing of the ASUC government
page began.

Heard a presentation on Coca-Cola business practices in Colombia.

Amended the Daily Cal lease to have a code of conduct for the paper
discussed by the campus committee at-large.

Approved a five-year lease with the Daily Cal.

Authorized an engineering study of the Cal Lodge, for use in negotia-
tions with the lessees.

Approved a two-year lease extension, beginning Jan. 1, '05, to the
Taqueria and Healthy Heavenly Foods.

Decided to offer the Pub, after consulting with counsel, a reduction in
rent, with conditions.

Heard a counter proposal from the Pub regarding a contract revision.
Authorized the Director to seek legal counsel.
Formed a subcommittee to further consider the Daily Cal lease.

Heard a presentation by Coca-Cola representatives on the Company's
business practices in Colombia.

Added a fair-trade coffee option into the lease of the Coffee Spot
Authorized a letter to Coca-Cola expressing the Board's concerns with

allegations of human rights abuses in Colombian bottling plants, and
requested a company representative speak to the Board.

Student Union / Pauley Ballroom

June 07

Approved up to $35,000 for Student Union improvements, estimates,
and studies, including the Tilden Room, Pauley Ballroom, and the food
court.



Decisions of the Board (cont'd)

May '05

Voted to approve the LoSpro lounge proposal for the space in the Stu-
dent Union occupied by the Bearcade.

Student Union / Pauley Ballroom (cont'd)

Budget

May '05

October '04

May '03

May '03

April '03

February '03

April ’06

April '05

September '04

May '04

April '04

February '03

Voted to explore options for the expansion of the Art Studio.

Authorized ASUC President Leybovich, with matching funds from H&D,
to spend up to $2,500 for a Student Union/food service survey.

Approved agreement with the Chancellor's proposal on the multicultural
lounge; to enter into negotiations on costs and the Auxiliary's role in
managing the facility; and to approve a negotiating committee. Current
Officers will negotiate, with new Officers to shadow them until current
Officers leave.

Approved having Mr. Cordi and Mr. Rolle submit a proposal to support
student use of Pauley Ballroom by the June meeting.

Received a proposal, as part of the 2003-2004 budget, to allocate
$20,000 for the Senate and the GA to use for Pauley Ballroom fee
waivers.

Approved a subcommittee to look into policies for Pauley Ballroom and
for fee waivers.

Approved the 2006-7 Auxiliary budget.
Approved the 2005-6 Auxiliary budget.

Approved a motion to state that the Board alone had authority to shift
funding; to determine 03-04 residual profit at $103,208; and to transfer
$50,000 from residual profit to the Auxiliary Contingency Fund, making
up for a transfer of that amount to the ASUC to balance its 04-05
budget.

Approved a motion to urge the future SOB, 04-05, to consider as a high
priority, fully funding one position for the OSA and a half position OSA
position for the GA.

Approved the ASUC Auxiliary FY2004-2005 Budget, including a trans-
fer to the ASUC of $50,000 from the Auxiliary Contingency Reserves.

Received "ASUC Auxiliary Revenue and Expense Report, July -Decem-
ber 2003."



June '03 A committee was formed to balance the Auxiliary budget. The Subcom-

mittee on Committees will determine if this should be an ad hoc
committee.

Decisions of the Board (cont'd) - Vi -

Budget (cont'd)

May '03 Approved the 2003-4 budget, and charged the Auxiliary Services

Committee to determine cuts to balance the budget. Absent a recom-

mendation by August 30, agreed to staff the security desk in Eshleman
starting at 6 p.m., rather than 8 a.m.



STORE OPERATIONS BOARD MINUTES

March 11, 2008

Present: (Members and others)

Taylor Allbright Arturo Ortega Scott Silver

Ron Coley Nadesan Permaul Jordan Smith
Matt Dally Nish Rajan Tom Spivey
Barbara Davis Dave Rhoads Roxanne Winston
Jeff Deutsch Nadir Shams Oliver Williamson

SUMMARY OF THE MEETING

The meeting was called to order by Matt Dally at 5:10 p.m. in the 4th floor conference room.

NEW BUSINESS

Report on Search Committee for a New Student Member

A committee was formed to select a new Board member for Mr. Smith’s seat.

REPORT FROM THE DIRECTOR

Introductions were held of those present.

Terms for Bear's Lair Contract Renewals

Leases of food court vendors were being renewed. The Coffee Spot and Healthy Heavenly Foods were
being renewed for two years, with a 10% increase in rent each year. The Taqueria had a four-year
renewal because of renovations it did. Rent was for eight months of the year. A provision was being
renewed that called for $1,000 a month in the summer and in January, when they weren't busy.

Vendors would also have to take care of the custodial salaries, which have gone up significantly.
Language has been added concerning tax statements, to see that the businesses were paying California
Franchise Tax. A business interruption clause was included for anticipated seismic renovation, with time
added to the lease based on the interruption. It looked like that will start March 1, ’09. There will be no
increase in the utility bill.

Healthy Heavenly Foods and the Coffee Spot, which merged with the sandwich shop, have two-year
leases so vendors will consider making renovations. Real Estate Services recommended having a short-
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term lease and not basing a leases on commitments from vendors to renovate. These leases were shorter
to get vendors to agree to put in “X” dollars for leases to be extended. That would be brought back to the
Board.

The Auxiliary didn't know how well the vendors were doing. It was noted that rent did not reflect what
the space was worth, or of vendors’ ability to pay, and that the Auxiliary should request vendors’ transac-
tions and total dollar amounts. The Auxiliary will include language asking for the businesses’ annual tax
reports.

According to the Telegraph Ave. Business Improvement District, street prices range from $3 a square foot
to $6 a square foot, based on location. Vendors could argue that their space was less than desirable, off
the street and tucked down underneath, so the Auxiliary has always worked towards the minimum. But
they were still below the $3 threshold, and the new price brought vendors up to $2.97.

Some Board members thought the Auxiliary should move towards market rates. But that would drive
smaller businesses out of operation if they also did capital improvements. The first step was to get ven-
dors to commit to capital improvements.

Real Estate Services didn't want to include in the lease language for vendors to renovate. A separate letter
will be written stating the Auxiliary’s expectation. In June of 10, he’ll come back to the Board and
report if the vendors have met the terms and conditions in the letter.

Vendors had a $3,000 a month payment and were being asked to put $25,000 into their sites. It was noted
that the question really was what vendors’ incomes were.

The Auxiliary and the campus architect gave the vendors some ideas about renovation. The Auxiliary
would like more of a uniform look and had suggestions to make traffic flow better for individual vendors,
but for the whole food court. Mr. Coley was requested to follow-up with Real Estate Services to see
about having renovation language included in leases.

It was noted that the Auxiliary was operating on word-of-mouth figures instead of having documentation.
The Auxiliary will request that documentation.

It was suggested that leases include a checklist or addendum laying out vendors’ responsibilities. The
Auxiliary will talk to Real Estate Services about that.

The Daily Cal’s lease was also up for renewal. This lease was fair and just needed to grow with the Con-
sumer Price Index, with the timeframe to be determined. Rent was a little over $4,000 a month, which
was very reasonable for the paper. The paper was probably not the most appropriate tenant for the build-
ing, but was something the Auxiliary inherited, with a longstanding relationship. Before the paper got a
renewal, the Auxiliary should learn about the progress on the plasma screen project the paper was heading
up. The paper agreed to increases based on the Consumer Price Index. Other vendors didn't CPI-based
increases their contracts have not had regular increases and they were well below market rate. It was
noted that the Auxiliary was picking lower bounds for rent, such as using the CPI, when rents were way
off the line. But there was a question as to whether a business would want to locate at the paper’s loca-
tion, the 6th floor of Eshleman. The Auxiliary will reassess its assumptions on this.
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It was suggested that the Board have a comparison between what the Auxiliary charged and what the real
value of the space was assess the subsidy to these operations. They all agree one exists, and the question
was whether it was unreasonable.

It was noted campus policy did not allow units to rent in seismically poor buildings. Mr. Permaul will
follow-up on that.

Status of Panda Express Proposal

Panda Express had a walk through of the Naia lounge site. It wasn't viable to have a hood at Naia. It
should be located by STA Travel, the ladies’ room. Panda was exploring that. The Auxiliary was work-
ing closely on this with Capital Projects. A relocation would be needed for Panda to remodel. CUBS
would go to the Photo Cell and STA Travel to the Postal Annex spot. Both would agree to such a move.
Panda would pay for the relocations.

Update on the Bear's Lair Expansion Proposal

The Pub submitted tentative drawings for the relocation of the restroom facilities out of the Pub to the
north end of the Bear's Lair food court, to serve both the food court and the Pub. The existing bathroom
would be turned into a grill and an outdoor food service area, opening out to Lower Sproul. Drawings
will be shown to the Board when available..

Update on the Tully’s Coffee Proposal

Tully’s wanted to put up a storefront in front of the Store, a window operation, and not really renovate the
space. Follett was looking for a large-scale remodel to drive foot traffic. Tully’s was still interested and
will look at the space again. Tully’s had a $10 million note due in August of ’08. A decision by the
company to go public in November was reversed. Tully’s also talked about a franchisee running the
operation, which the Auxiliary wouldn't agree to. Follett was willing to give the Auxiliary a great deal,
giving the square footage of the Convenience Store without changing the terms of the current lease if
$500,000 was generated that went towards commission. A new vendor would have to meet Follett’s cri-
teria. Tully’s could operate a storefront operation, as in small departments, or a kiosk.

Cal 1 Card Proposal Update

The consensus of the Technical Work Group for the Cal 1 Card was for Mr. Permaul to go to the Task
Force and ask to go out an RFP for a 1 Card proposal from large banks. He’ll work with Contracts and
Purchasing on the RFP. CUBS could start a bank off with 2,000 accounts at the start if they merged with
CUBS and could be included as part of a bank coming in. The Controller’s office could also run financial
aid checks through the debit card, as some other colleges do. All of the quote “unique” characteristics of
the Berkeley campus were not insurmountable for one card. The UCPD was a strong proponent. Hous-
ing and Dining currently spends almost $400,000 a year to produce the 1 Card. The goal was to get about
$150-200,000 of those costs covered by the vendor. There would still be a 1 Card office because of a
firewall between campus information and banking information.

Update on Starbucks Negotiations

Mr. Permaul will talk to Starbucks within the next week or so about terms and conditions.
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Update on the ASUC Budget Presentation

A presentation on the Auxiliary’s budget was made that day to Vice Chancellor Brostrom. Mr. Brostrom
was very encouraging in support for the four major contracts the Auxiliary was working on: sales of tech-
nology, Panda, Starbucks, and the Cal 1 Card. The Auxiliary next year will dip into its operational and
maintenance reserves.

The Presidents of the ASUC and the GA made a formal request that the Auxiliary not be asked to pay
either its STIP or a 4% carryforward assessment on the budget next year based on their interpretation of
the commercial services agreement with the campus that created the Auxiliary. Auxiliary revenues were
flat for next year and expenses were all up.

Other ltems

Board members were asked to consider having additional meetings as they move towards May, to con-
sider negotiations that were underway.

There was a student protest around Kleenex tissues, and the Store removed its only two products from
Kimberly-Clark. The Store was more than willing to support the Auxiliary’s efforts to support the
students.

The Store was finishing up its fiscal year will be just below its projections, where they were last year,
which was good. The main focus was on textbook adoptions and pricing. The adoption cycle was for the
summer and fall. The fall deadline was April 15. There will be a textbook luncheon in a couple of
weeks. Adoptions last semester increased 2%, to 19%.

It was suggested that a bill passed by the ASUC Senate would encourage faculty to meet the adoption
deadline. Textbook adoptions have been shown to be the single most effective way to reduce semester
costs to students. Students who sold back their books last semester got $185,000, and students saved
$245,000 from the cost of new textbooks. And that was just 19% of adoptions. UC Davis did 40% last
semester. Vice Chancellor and Provost Prof. Breslauer has agreed to send out a message directly to
faculty.

Driving this issue was the fact that State representatives were coming to investigate the school’s efforts at
adoptions and textbook costs to students. Besides Berkeley, they'll also go to UCLA and UC Davis.

In the sense that the Daily Cal write a story about this. An op-ed. could also be written.

Adoption rates of 90% were usual. Meeting the deadlines, and it was a simple thing. He turned in text-
book orders every semester and it wasn't that complex. What was difficult was telling professors the
deadline for fall book adoptions was in April.

It was suggested that the Store target departments that make department-wide decision on texts.

It was noted that there was a problem with small changes made in a new edition that made books for stu-
dents more expensive.
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It was suggested that the Academic Senate Committee on Teaching, which had student representatives,
might look at this.

It was noted that there didn't seem to be a strategy by which to move forward on this.

It was suggested that faculty have a default option to order the same books they ordered last time.

The ASUC Senate’s Committee on Academic Services was also working on this. It was suggested that a
chart be prepared showing the data. UC Davis did at least 10 times the dollar amount of Berkeley.

The meeting adjourned at 6:30 p.m.

[End summary of the meeting.]

This regular meeting of the Store Operations Board was called to order by Matt Dally at 5:10 p.m. in the
4th floor conference room.

APPROVAL OF THE MINUTES

Mr. Dally called for a motion to approve the minutes from the February meeting. It was so moved and
was seconded by Mr. Smith and Mr. Rajan. THE MOTION TO APPROVE THE MINUTES OF THE
FEBRUARY 12, 2008 BOARD MEETING PASSED UNANIMOUSLY BY VOICE-VOTE.

APPROVAL OF THE AGENDA

Mr. Dally called for any changes to the agenda, and seeing none, called for a motion to approve. It was
so moved and seconded by Mr. Rajan and Mr. Smith. THE MOTION TO APPROVE THE AGENDA
PASSED UNANIMOUSLY BY VOICE-VOTE.



Bear's Lair Contract Renewals -6-

NEW BUSINESS

Report on Search Committee for a New Student Member

Mr. Smith said a committee was formed to select a new Board member for his position. He was on it, as
was Mr. Nguyen, Ms. Allbright, Scott Silver, and another Senator. They'll have a meeting very soon.
Ms. Allbright sent out a meeting wizard and was waiting for a response. They could return to this item
when Ms. Allbright showed up, as she would know more about when the first meeting will be.

REPORT FROM THE DIRECTOR

Mr. Permaul said that since there were a few ASUC Senators present, he thought it would be nice if peo-
ple introduced themselves. Introductions were held: Ron Coley, Associate Vice Chancellor for Business
and Administrative Services, as this was one of the areas he was responsible for; Nadir Shams, ASUC
Senator; Jordan Smith, third-year, undergraduate representative on the Board; Barbara Davis, Assistant
Vice Provost for Undergraduate Education; Matt Dally, undergraduate representative and SOB Chair;
Dave Rhoads, ASUC Senator; Jeff Deutsch, Assistant Store Director, who was there to get feedback and
answer any questions people might have; Tom Spivey, Associate Director of the ASUC Auxiliary; Nish
Rajan, GA Rules Committee Chair and graduate student representative; Oliver Williamson, Professor
Emeritus; Alberto Ortega, GA External Affairs Chief-of-Staff and Legislative Liaison, and graduate stu-
dent representative; Nadesan Permaul, Director of the ASUC Auxiliary; Taylor Allbright, Executive Vice
President, ASUC Senate.

Mr. Permaul said he wanted to thank them all for attending.

Terms for Bear's Lair Contract Renewals

Mr. Permaul said he asked Mr. Spivey to prepare the terms for lease renewals for the Bear's Lair and the
Daily Californian, and he’d share them with the Board.

Mr. Spivey said he sent out the three leases from Real Estate Services and would pass them around. They
were in draft form. Mr. Spivey said he has proposed a 10% increase on three vendors in the food court,
the Taqueria, the Coffee Spot, and Healthy Heavenly Foods. The increases were 10% a year over two
years. The leaseholders would pay that 10% for eight months of the year and would have a $1,000
monthly payment for months of the year when they were not operational. So they'd get a break in the
summer time and January when they weren't busy. That had been in the contract and will continue to be a
provision.

Also, they had to take care of the custodial salaries, which have gone up significantly. Those were
included in the leases, for year 1 and year 2, for two contractors.

The Taqueria had a four-year contract due to its recent renovations and recent addition to the food court.



Bear's Lair Contract Renewals (cont'd) -7-

Mr. Spivey said he put in language concerning tax statements, and would like to see that businesses were
paying their State Franchise Tax. There was also a business interruption clause in case of seismic reno-
vation, which they anticipate coming up. They’d put that time on the lease, on the other end, based on an
interruption. The interruption was looking more and more like it would be March 1, 09, because the
campus has not yet approved money for seismic improvements. So they may have to be delayed and may
have to run one project into the other project in March. That would be another big impact.

Mr. Spivey said he checked on the energy costs, and gas costs have gone up and electricity has gone
down, so there won't be an increase in the utility bill.

Mr. Permaul said he didn't say anything about the two- year lease for Healthy Heavenly Foods. Mr.
Spivey said Healthy Heavenly Foods and the Coffee Spot, which merged with the sandwich shop, will
have two-year leases. The reason was because they need the vendors to talk about longer term and reno-
vations. The recommendation from Real Estate Services was that the Auxiliary approach a short-term
lease based on not having commitments from the vendors to renovate the space. So the Auxiliary was
shortening the lease for those vendors to get them to agree to put in “X” dollars if their leases were
extended. That would be brought back to the Board.

Ms. Davis asked why the janitorial fees were different for one vendor. Mr. Spivey said Mr. Alloun had
two spots.

Mr. Coley asked if the Auxiliary has seen the tax returns of the vendors. Mr. Spivey said they haven't
seen the returns, just proof that they paid the Franchise Tax Board the sales tax that was due. Mr. Coley
said they still don't know how well they were doing. Mr. Spivey said he might be able to interpret what
they were making based on what they reported, or he could ask for a copy of the returns. Mr. Coley said
it was his notion that this was a very desirable space for vendors and that they were making a consider-
able amount of money. He thought the amount of rent the Auxiliary has charged for many, many years
was not reflective of what the space was worth, or of vendors’ ability to pay. But he didn't know that.
They had the same situation with Follett many years ago. Follett gave up its books, the Auxiliary got a
chance to see them, and the contract was renegotiated. He was just saying at they need to be clear that in
these deals they're striking, if they are renewed and the vendors remain there, that they pay what was
appropriate for the space.

Mr. Permaul said he agreed, and thought they should request from the vendors the transactions and total
dollar amounts.

Mr. Coley said another point was that many times with space such as they have there, the lessor has an
opportunity to see all of the sales, and often times, gets a percentage of the sales. When they overhauled
the Bear's Lair several years ago, there was consideration of putting in cash registers. But the cost was
prohibitive, and the Auxiliary wasn't willing to pay for them and the vendors couldn't afford them. And
there were other factors. But he just wanted to make sure they didn't go down the same path they traveled
before.

Mr. Spivey said they could add in the lease the annual tax reports from the businesses. Mr. Permaul said
they should do that.

Mr. Williamson asked if that would be an annual financial report. Mr. Spivey said it would report what
the vendors were claiming for sales. The vendors had to file it because they had a business tax 1D
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number. They report sales to the State, and by looking at that document, he could find out how much
they’ve made.

Mr. Rajan asked if he could also find out how much profit they made. Mr. Spivey said he couldn't. Mr.
Rajan asked if that wouldn't be reported. Mr. Spivey said it wouldn't be.

Mr. Rhoads asked if the new proposed lease agreements reflect current market value of leaseable spaces
similar to these. Mr. Spivey said they've done research through the Business Improvement District, and
street prices ranged from $3 a square foot to now $6 a square foot, based on location. Vendors could
argue that their space was less than desirable, off the street and tucked down underneath, so the Auxiliary
has always worked towards the minimum. But currently they were still below the $3 threshold. Mr.
Rhoads asked if that would even be with the increase. Mr. Spivey said the new price brings them up to
$2.97.

Mr. Permaul said he was interested in having Healthy Heavenly Foods and the Coffee Spot invest dollars
into the refurbishment at their locations. They were at $2.73 a square foot. That’s why they were only
getting two-year leases. The Taqueria was being extended to a four-year lease because it made an
investment. All of the vendors’ leases will be raised 10% per year. The Board has made it very clear to
him, at least some members, that they think the Auxiliary should move towards market rates. But if the
Auxiliary were to do that, they would drive these smaller businesses out of operation if they also wanted
them to do capital improvements. So right now, step one was to get vendors to commit to capital
improvements. He would consider extending their leases if they did that. Otherwise, in two years, if
Healthy Heavenly Foods and the Coffee Spot do not come forward with improvements, then it would be
his recommendation to the Board that the Auxiliary not renew their contracts.

Mr. Williamson asked if he’s talked to the vendors about this. Mr. Permaul said they talk to them ad nau-
seam, Mr. Alloun and Ms. Vu. They say they'll come forward with plans, but have not yet done so. So
Mr. Permaul said the only stick he had was in the contract. He could say to the Board right now that if
they wanted it, he would not renew their contracts at that time, or would not give them more than a year-
to-year lease, for one more year, if they didn't come forward with some plans. But he’s had input from
other students who were very cautious about the Auxiliary doing anything that would drive these small
businesses out of their operation. He didn't want to start a big controversy over having small businesses
versus large businesses at a time when he was trying to bring large businesses in to compliment their
operation. He was looking for advice, but he thought the best strategy to take was to let us the Auxiliary
try and use the carrot in this situation, rather than a stick, to get proposals from Healthy Heavenly Foods
and the Coffee Spot. He’d reward the Taqueria, and that would be a very clear indication of what the
Auxiliary’s perspective was on this.

Mr. Williamson asked if they will put it in writing that the Auxiliary wanted them to do capital improve-
ments. Mr. Permaul said they will. Real Estate Services said that’s what the Auxiliary should do, sepa-
rately. Mr. Spivey said Real Estate Services didn't want to put that in the lease and said it would be really
hard to enforce that in the lease. Mr. Williamson said he understood, but if it was there, it would be clear
that was an expectation.

Mr. Rhoads asked why they couldn't have language in the current contract saying this was conditional,
and that with a two-year contract, vendors had to commit to making improvements within that timeframe.
Mr. Permaul said that was his preference. But Real Estate Services on the campus didn't want to include
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that. They recommended against including it in the lease because they felt it was a hard provision to
legally enforce. So what the Auxiliary will do instead was to give them only a two-year increase. They'll
write a separate letter stating the Auxiliary’s expectation, and then in two years, in June of 10, he’ll come
back to the Board and report if the vendors have met the terms and conditions in the letter the Auxiliary
put forward to them. If they didn't, he’d recommend that this was a time for the Auxiliary to terminate
the leases.

Mr. Coley said that if the preference was to have that in the lease, he would enter into that conversation.
Mr. Permaul said that perhaps Mr. Coley should explore that, because he hasn't felt comfortable not hav-
ing it in the lease. Mr. Spivey said that what was difficult for the small vendors was that they had a
$3,000 a month payment. And then they were being asked to put $25,000 into their site, or even to get
drawings, and that was one-third of what these vendors pay in a year.

Mr. Coley said that wasn't the relevant question. What was relevant was what the vendors’ income was.
Mr. Spivey said the income piece was something the Auxiliary could explore. But they're asking them to
make improvements of “X” thousand dollars. Mr. Coley said Mr. Spivey was basing vendors’ ability to
make improvements based on what they pay the Auxiliary; and that had nothing to do with what the ven-
dors made. Mr. Spivey said that if they're small businesses, they wouldn't be able to afford to make the
improvements the Auxiliary was looking for. Mr. Permaul said that what Mr. Coley was saying was that
the Auxiliary couldn't pre-judge that. The vendors needed to tell the Auxiliary yes or no.

Mr. Dally asked what kind of improvements the Auxiliary expected the vendors to make to their spaces.
Mr. Permaul said he’s already walked through the space with the vendors and the campus architect and
gave the vendors some ideas. The Auxiliary wanted them to have more of a uniform look, with the
Taqueria. They want the face of the food court to be similar. The Auxiliary also had some specific rec-
ommendations about how to make the flow of traffic not only better for individual vendors, but for the
whole food court. The vendors were not opposed to it, but they've been playing kind of a cagey game,
which really started last year when Anna Vu put up her petition. He believed Ms. Vu thought she’d be
able to bulldoze the Auxiliary through that process, and later, Haitham Alloun, who had started out look-
ing at renovations with his partner, stopped, and never came back to the Auxiliary. The Auxiliary has
made it clear to them what it wanted, and now they'll put it in writing. If Mr. Coley would follow-up with
Real Estate Services, that would be appreciated, because Mr. Permaul said he would prefer that to be in
the lease.

Ms. Davis asked if they knew how much was for the Cheese 'N Stuff space. Mr. Permaul said they had
an idea. These were friends writing down a statement. The amount was in a bill of sale. Mr. Williamson
asked if that was a legal document. Mr. Permaul said it was a signed bill of sale that hasn't been recorded.
Mr. Smith said the amount made sense based on his knowledge of how much Sam Jhuh had invested in
the space.

Mr. Williamson asked why they had to speculate and asked why they didn't have figures. Mr. Smith said
that when he came in, he said he invested somewhere between $120,000 to $150,000 in the space, at one
of their meetings with him. Ms. Davis asked why he left. Mr. Smith said he thought Mr. Jhuh was nerv-
ous about getting kicked out and realized that in terms of his investment, his other store down the street
did so much better. Ms. Davis asked if the new store didn't yield the sales he thought it would. Mr.
Smith said that was correct.
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Mr. Williamson said this was word of mouth and was no way to run a business. The Auxiliary should
have documentation for all of this. They should not have to rely on a statement that was signed and not
recorded, with no canceled checks or legal document. Everything was off the cuff. Mr. Permaul said this
has been the Auxiliary’s frustration. He wouldn't even go forward with the lease until the Auxiliary got
something that showed the sale had taken place. He could certainly put more pressure on them. He was
focused on the balance, once again, that was between the small businesses and the large ones. He didn't
want to get into a brouhaha with students.

Mr. Williamson said he understood that, but the Auxiliary needed to update its information. Mr. Permaul
said they would d