MEMORANDUM
To: Finance Committee Date: March 24, 2015
From: Barbara Whitehorn, CFOQ, Finance and Management Services Director
Prepared by:  Frank McGowan, Financial and Strategic Services Manager

Subject: Revenue Enhancement and Operating Cost Offset Options for the WNC Nature Center

The purpose of this memorandum is to provide information to the Finance Committee regarding revenue
enhancement and operating and cost contributions for the Western North Carolina Nature Center {(Nature
Center) with the intent of reducing the operating subsidy. The proposal includes the following:
¢ changes to the agreement with the Friends of the WNC Nature Center {Friends} for the operation of
the Association of Zoos and Aguariums (AZA) reciprocal pass holder/membership program,
* admission fee adjustments at the Nature Center for the Fiscal Year 2015-2016, and
s arecommendation that the Friends continue to their use of City facilities and services at the Nature
Center at no cost.

Backeround:
The Finance Committee has expressed an interest in reducing the operating subsidy at the Nature Center.

The current operating subsidy is approximately $899,391, 65% of the total program budget of $1,376,484.
Staff is presenting an approach that incorporates three components to improve revenue and reduce the
operating impact of the Nature Center on the General Fund.

Friends of the Nature Center Membership Program

The most significant strides in reducing the General Fund subsidization level of the Nature Center can be
made through modification of the Memorandum of Understanding between the City of Asheville (City) and
Friends. Currently, the Friends run the membership program which offers members free admission to the
Nature Center. The City loses a gate fee for every member admission. Member admission has increased
significantly in recent years, driving operational costs up while not contributing to revenue.

Revenue from the membership program is collected by the Friends. A detailed analysis of the membership
impact is included as a staff report accompanying this memo {Attachment 1). Staff recommends employing
a method that uses the average paid gate admission, memberships and estimated visits by membership
types. This method allows the Nature Center to keep operating revenues in line with operating expenses
while reducing the General Fund subsidy.

Revenue Projections for Friends Membership Changes
If approved, the staff recommended changes to the Memorandum of Understanding between the City and
Friends would generate additional revenue as summarized below.
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General Admission Fees
The second component of the staff recommendation is to adjust admission fees at the Nature Center for
the following reasons:
1) No fee increases have been proposed since 2007 and the current rates have not kept up with
inflation.

2} The City has made significant capital improvements to the Nature Center in recent years, improving
the visitor experience.

3} In 2013, the Nature Center conducted a Revenue Generation/Expense Management study and the
report suggested the greatest impact on revenue is through general admission fees. The report
indicated that raising General Admission fees either $1 or $2 across all categories would generate
$75,000-5150,000 in new revenue.

4) Recently, the City engaged Matrix Consulting Group (consultants) to conduct a Cost of Services
Study (User) Fee Study {Cost of Services Study) for the Parks & Recreation Department. The
consultants reviewed direct and indirect costs of providing fee-based recreation services. The
Nature Center was included as a component of the study (http://www.ashevillenc.
gov/Portals/0/city-documents/finance/Staff%20Report%20Cost%200f%20 Services%20Study%20
and%20attachment.pdf ). The consultants confirmed that the Nature Center was under-recovering
cost in its current fee structure.-Additionally, they stated that given the unique and premium
service provided to not only residents but also to out of town visitors, the Nature Center should
charge a fee reflective of the service.

Based on these factors, staff recommends adjusting fees at the Nature Center. Amending the general user
fees will help reduce the level of operational subsidy at the Nature Center, satisfying the intent expressed
by the Finance Committee.

Range of Fee Options
The staff recommendation included consideration of inflation, the average admission for zoos, current full
cost recovery, and discounts for City residents. The methodology is shown below.

WNC Nature Center Admission Fee Methodology

A B C

Pea shadila Current | CPlincrease | National | Full cost | Average of| Proposed

Fee 2007-2015 | Average | recovery A+B+C Fee
City Resident — Adult S6 $6.76 §12.72 S10 $9.83 s7
City Resident - Senior (age 67+) S5 $5.64 N/A $10 $7.82 56
City Resident — Child ages 3-12 $4 $4.51 $8.93 510 $7.81 $5
Non-City Resident — Adult d S8 $9.02 $12.72 S10 $10.58 $10
Non-City Resident -- Senior (age 67+) $7 $7.89 N/A 510 $8.95 $9
Non-City Resident — Child ages 3-12 S4 54,51 $8.93 $10 §7.81 S6

Note: the definition of child has been changed from 3-15 to 3-12 to bring it into alighment with other Parks
and Recreation programs. ;
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Revenue Projections for Fee Increase
If approved, the staff recommended changes to admission fees at the Nature Center would generate

additional revenue as summarized below.

General Fund $105,223

Friends use of City Facilities and Services

The Friends curtently have the use of City facilities and related services at no cost. Below is a list with
estimated value and cost.

e

Description .

Nature Center - Office Space — Storage Space — include custodial service 140 sfx $13 ~
based on Office of Econamic Development current average rent for office space in east 21,840
Asheville dated 1/13/15

Recreation Office - Office Space — include custodial service 288 sf x $13 - based on Office

of Economic Development current average rent for office space in east Asheville dated 44,928
1/13/15

Placement of Plush Animal and Penny Press Machine — 50 sf x $13 - based on Office of

Economic Development current average rent for office space in east Asheville dated 7,800
1/13/15 i

Total Value of Space Occupied by Friends 74,568

Maintenance of Donor Recognition Garden 1,000
Meeting Room —Nature Center - 12 hours per year @ $100/hour 1,200
Meeting Room — Recreation Office- 24 hours per year @ $50/hour 1,200
Copier & Vinyl Graphics Printer — Nature Center % of copier lease, paper, ink cartridge, 1.500
paper, vinyl material ’
Utility Costs {Electric, HVAC, Water, Sewer)

Nature Center - estimated 56/sf @ 224 sf 1,344

Recreation Office — estimated $6/sf @ 120 sf 720
Telephone — Nature Center — 2 phone fines @ $17 per line per month 408

Total Additional Costs Incurred by City for Friends 7,372

TOTAL 81,940

The Friends occupy space on the Nature Center campus and other City property, and the City provides
maintenance services and the use of City equipment at no cost. The space occupied by the Friends couid be
used by the Nature Center or other City programs; however, there are efficiencies to be gained by having
the Friends on site. Additionally, given the relationship of the Friends to the City, and the importance of
maintaining a good working partnership, staff recommends that the Friends’ continue to receive the “in-
kind” donation of the use of City facilities and services at this time.
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Next steps:
Staff recommends consideration of proposed fee adjustments, renegotiation of the pass holder/

membership program and remuneration for office space and services utilized by the Friends for Fiscal Year
2015-2016.

Total Proposed Changes and impact:

Direct Allocation from Memberships $ 177,453
Additional Gate Admission ' 105,223
TOTAL $ 282,676

This change would reduce the subsidy of the Nature Center by the General Fund from $899,391 to
approximately $616,715. This brings the total subsidy by City of Asheville taxpayers down from 65% to 45%.
While this is still higher than the attendance percentage for City residents, it is moving in the direction of
subsidizing a regional asset in alignment with the use of the Asheville taxpayer.

Attachments:
*(1) Staff Report: Analysis of Friends’ Membership Program Impact
(2) Fee Surmmary
(3) Fee Increase Communication Plan

CcC: Paul Fetherston, Asst. City Manager
Roderick Simmmons, Parks & Recreation Director
Debbie lvester, Parks & Recreation Asst. Director
Chris Gentite, WNC Nature Center Director
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Attachment 1

City of Asheville Staff Report — March 24, 2015
Western North Carolina Nature Center Operations:
Impact of the Friends of the WNC Nature Center Memberships

The Western North Carolina Nature Center (Nature Center) is a regional attraction owned and operated
by the City of Asheville (City). As the Nature Center has expanded the animal exhibits and grown in
popularity, the cost to run the facility has increased.

The Friends of the Western North Carolina Nature Center (Friends) is a 501(c)3 organization with a
stated purpose of supporting the Nature Center through fundraising. As stated in the Friends’ 2014
financial reports:

Friends of the WNC Nature Center, Inc. (the Organization) was founded in 1974 to support
and promote the Western North Carolina Nature Center (the Center), an entity owned and
operated by the City of Asheville, North Carolina. The Organization’s mission is to create
awareness for the Center and provide financial resources for its support.

Since taking over management of the Nature Center in 2004, the City has partnered with the Friends,
allowing it to operate the Nature Center’s Association of Zoos and Aquariums (AZA) reciprocal pass
holder program (which is marketed as “Friends of the WNC Nature Center Membership”). AZA
membership programs, which are common among zoos and aquariums that are part of the AZA,

provide free admission to the zoo directly associated with the membership and some level of discount at
other AZA facilities that participate in the program. A list of AZA reciprocal agreements nationwide is
attached (Appendix A). In 2011, the Parks, Recreation and Cultural Arts Department researched other
city-run zoos that had membership programs. All of these programs directly benefited the associated
zoo monetarily except for the agreement between the City of Asheville and the Friends of the WNC
Nature Center and one other small facility not comparable to the size of the Center.

‘Increasing Costs of Operations and Membership Impact

The negative financial impact on the Center of the current model cannot be overstated. Because none of
the membership funds support operations, membership sales have a direct, quantifiable, deleterious
effect on the Center’s operating budg"et. Friends’ members have free admission to the Center; as such,
every member that visits represents a loss of gate admission to the operating budget. In 2014, total
attendance at the Nature Center was 117,453. Of this, 24,174 were admitted free with Friends
memberships or reciprocal AZA passes. Around six-and-a-half percent of these represent reciprocal free
admission for other AZA facility members, This leaves approximately 22,600 Friends’ member visits.
Given an average admission price at the gate of $5.05, Friends’ member free admission equates to an
operational hit of $114,130. This is more than 20% of the current City General Fund net subsidy of the
operations of the Center. The effect of all pass holder free admissions is $122,060.

The Friends has done an excellent job marketing the membership program and the Nature Center.
Membership collections increased to $289,815 in fiscal year 2014 from $231,791 for the previous year.
Center admissions have increased considerably over the last few years as well, with an 8.8% increase in
fiscal year 2014 over 2013. At the same time, free admissions increased 24.5% thereby bumping the
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negative operational impact of memberships and reciprocal passes from 593,000 to $122,060. While the
Friends fund balances are benefiting from their marketing activities, it is having the opposite effect on
the Nature Center’'s operating budget.

The Center as a Regional Asset

Another important factor in considering the City's model for funding the Nature Center is its status as a
regional asset. Research into admissions records and memberships has found that (a) less than 23% of
Friends’ members live within the city-limits; and (b) gate admittance has slightly higher local
representation, but still falls below 25% (Appendix B). However, the City subsidizes 100% of the gap
between revenue and expenditures, which is approximately 50% of the Center total operating budget.

City taxpayers, through the City's General Fund, should subsidize the Center only to the extent of City
resident utilization of the facility. As a regional attraction, the City should seek to limit the subsidy to an
amount reflective of the City’s residents use of the Center. There is frequent discussion of the possibility
of regional support for the Center, possibly including Buncombe County. The Friends should pursue
opportunities to bring other regional partners into the funding model for the Nature Center; however,
this is a long-term solution that does not address the immediate operational and capital budget
challenges. There are methods for limiting the subsidy that do not have to rely on other government
entities for budget supplementation.

Options for Realignment of the Membership Program

The current model is not working. As the popularity of the Nature Center and the number of visitors
with Friends’ memberships increases through its successful marketing efforts, the gate admissions
collections decreases while operational costs are going up. There are several possible ways to address
this issue, including

1) eliminating the pass holder program entirely,

2) run the pass holder program within the City,

3) develop a minimum membership contribution to operations through historical financial
information, and

4) develop a minimum contribution to operations through average paid gate and memberships sold.

1) Eliminate Membership/Pass Holder Program

Completely eliminating the pass holder option would make 100% of gate admissions collectible.
However, this savings would be entirely at the expense of the Friends and its members. Additionally, the
value of the operational revenue would not be likely to be equal te the membership money currently
collected by the Friends.

2014 Membership Fees (Friends) 289,815
2014 Free admission impact (including reciprocal passes)  (122,060)
Difference 167,755
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The difference would likely be unrecovered revenue, and the [oss of all pass holder/membership
revenue would severely hamper the Friends in its marketing and fundraising. Given that its activities
have a potential positive impact if the relationship is properly managed, this option is not
recommended.

2) Run the Pass Holder/Membership Program In-House

While this option would bring the greatest financial benefit to the City, it is not without risk. The Friends,
in operation since 1974, have developed a well-run operation and are able to effectively fundraise and
market the Nature Center. If the Friends received no part of the membership revenue, it would be
unable to maintain the professional staff that administers the program and markets the Center.
Administering the membership program within the City would require hiring a marketing professional
and possibly additional personnel, and could also require City staff to reinvent the membership program
that the Friends have built. Staff believes that the partnership between the City and the Friends can be
effectively managed so that both parties bhenefit.

3) Identify a Minimum Membership Contribution Based on Historical Financial Reports

This method uses the prior fiscal year lost gate revenue to set the level of pass holder payment
budgeted for the following fiscal year, For example, FY 2014 resulis would drive the FY 2016 budget.

Total Attendance, 2014 117,453
Free Admissions (24,174)
Total Gate Revenue 470,987
Average Paid Gate 5.05

Total Revenue Uncollected
(free admissions) (122,060)

This method would certainly improve the budgetary performance of the Center; however, a two-year
lag would result in the operating budget consistently falling behind the actual impact of increasing
popularity of the Center.

4} Identify a Minimum Membership Contribution Based on Average Paid Gate and Memberships

The advantage to using Friends’ membership type to determine remittance is that as memberships
increase, and thus free admissions increase, the cost can be offset more timely to when the increase
actually occurs.

There are several different types of memberships sold by the Friends of the Nature Center {Appendix C}.
The basic member types are individual, dual and family. However, members may also add people to
family memberships, and there are sponsor-level memberships that include not only family member
privileges, but also five or ten day-passes as a bonus of membership. As of January, 2015, there are a
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total of 4,879 active memberships (Appendix D}. Using the average gate admission of $5.05, a basic
assumption of visits can drive the proposed remittance for operations.

Estimated Cost of member
Member Type # members Visits type (gate)
Complimentary 1 3 15
Individual 1 3 15
Dual 2 4-5 22
Family 6 8 40
Additional Adult 1 2 10
Additional Child 1 1-2 6
Sponsor 6 8 40

Below is a tiered structure based on member type and the number of members in each category as of

January, 2015,

Remittance per

Membership Membership for .

Member Type # Members Price Operations Budget, FY 2015-16
Complimentary 44 S - S 15 ) 660
Individual 205 30 15 3,075
Dual 629 47 22 12,580
Family 3,904 64 40 156,160
Additional Adult 3 20 10 80
Additional Chiid 8 12 6 48
Sponsor 97 $100-500 $ 50 S 4,850

Total Revenue Supplement to Operations 177,453

If the January membership report is used annually to drive the budget for the following fiscal year, the
budget is much more reflective of the actual costs likely to be incurred in the coming year.
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Conclusion

This change will significantly improve the level of subsidy of the Center provided by the City.

Implementing only this change would move the subsidy from nearly $900,000 annually to less than
§730,000. While this contribution to aperations does not bring the City's subsidy of the Center into line
with the Asheville resident visits, it moves the City closer to its goal of aligning subsidy with use.

Approximate Impact, FY 2015-16

Operating Costs: 51,376,484
Revenue from Gate;  ( 470,987)
iMembership Program: ( 177,453}
Net Subsidy: S 728,044

With a change in membership program fee distribution, the City’s direct subsidy of the Center’s

operating budget is reduced from 65% to 53%.

In conclusion, Staff recommends that the City and Friends renegotiate the terms under which the

Friends operate the City’s AZA reciprocal pass holder program. Staff recommends that the reciprocal
pass membership program provide direct operational support according to an average paid gate
calculation and the number of memberships sold. For Fiscal Year 2015-16, that amount wouid be

$177,453.
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Appendix B

Nature Center ZIP CODE TRACKING REPORT REGULAR ADMISSION
Jul 2012 - June 2013

Total attendance - City of Asheville 19,039
23.99%
listed as City of Asheville Zip Codes
28801 28802 28803 28804
28805 28806 28810 28813
28814 28815 28816

[Total attendance - Buncombe C':ounty outside of Asheville 12,563

15.83%
listed as Buncombe County Zip Codes outside of Asheville City
28701 28704 28709 28787
28730 28715 28711 28728
28776 28770 28748 28757
28778

total attendance - Buncombe county (including Asheville) 31,602

39.82%

Total attendance - outside of Buncombe County 48,301

60.86%




Friends of the Western North Carolina Nature Center

Membership Tiers

Appendix C

Membership Levels

Individual $ 30
Dual S 47
Family S 64

Wildlife Guardian  $100
Wildlife Benefactor $250

Wildlife Patron S500

http://www.wildwnc.org/

Covers one adult, 16 years or older

Covers two adults in the same household or one adult and one child

Covers one or two adults and up to 4 children, all in the same household OR two
grandparents, [iving in the same household and up to 4 children

Same as Family benefits plus 5 cne-day guest passes to the WNC Nature Center
Same as Family benefits plus 10 one-day guest passes to the WNC Nature Center

Same as Family benefits plus 10 one-day guest passes to the WNC Nature Center, and
your name will be listed on the donor board in the Nature Center's lobby for one year




Friends of the Western North Carolina Nature Center
Membership Report as of January, 2015

Membership category Count
Complimentary 44
Dual 583
Dual {City Of Asheville) 9
Dual + 2 Adults 6
Dual + Adult 30
Dual + Child 1
Family 3580
Family (City Of Asheville) + 2 adults 1
Family (City Of Asheville) 30
Family (City Of Asheville) + Adult 2
Family + 2 Adults 29
Family + 2 Children 15
Family + 3 Children 2
Family + Adult 179
Family + Adult + Child 3
Family + Child 62
Family+2 Adults+2 Children 1
Individual 205
Wildlife Benefactor 3
Wildlife Benefactor + Adult 1
Wildlife Guardian 86
Wildlife Guardian + Adult 4
Wildlife Patron 3
Grand Count 4879

Appendix D




WNC Nature Center Admission Fee Proposal

Attachment 2

Discount for

Current % City Residents
Fee Schedule Fee New Fee Inoreass. | ve. Noh:
residents

City Resident — Adult $6 $7 17% 30%

City Resident -- Senior (age 67+) $5 $6 20% 33%

City Resident — Child ages 3-15 $4 $5 25% 17%
Non-City Resident — Adult $8 $10 25%

EJ;T)-Clty Resident -- Senior (age $7 $9 599,

Non-City Resident — Child ages 3-15 $4 $6 50%




Attachment 3

WNC Nature Center — Fee Increase Communication Plan

A comprehensive plan of communicating fee increase to reach the Nature Center audience.
Existing Fee Posting
e Asanimportant regional destination, the Nature Center advertises information on
pricing in a variety of locations. Update fees at all posting locations. Asheville Chamber
of Commerce annual Travel Guide
Annual publication. Information due July 2015.
e State of North Carolina Travel Guide
Annual publication. Information due July 2015.

e  Blue Ridge Parkway Visitors Guide
Annual publication. Information due August 2015.

o 2" party Websites
The Nature Center has information on many o party travel websites (e.g.
TripAdvisor). Submit updates in timely manner.

e Travel Websites
The Nature Center has information on many travel websites (e.g. TripAdvisor).
Submit updates in timely manner.

e Other Websites
Websites which the city has access to update: City of Asheville, Friends of the
Nature Center, local Convention and Visitor Bureau, etc.

e  Printed Guest Guides
Nature Center Guest Guides are rack card promos at all state of western North
Carolina travel centers and amenities serviced by Mountain Host. Revised
information at next regularly scheduled printing.
Fee Increase Announcement

e Distribute press release to local media

e Notification to all City of Asheville Employees

e Post on the Asheville Channel

®  Postin publication such as Friends of the Nature Center newsletter

e Post on social media such as City of Asheville and Parks and Recreation Facebook,
twitter and blog; and Friends of the Nature Center’s Facebook, e-newsletter to
members, twitter account and blog.

Logistics and Operations
e Change the fee on point of sale system.
e Change fee on welcome center graphics (reprint graphics, update digital signage).
e Change the auto-attendance phone system to include new fee.




