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Executive Summary 

The pARTnership contracted with McDowell Group to assess the financial feasibility of the proposed Willoughby 

Arts Complex (WAC). The complex will incorporate and upgrade the existing Juneau Arts and Culture Center 

(JACC) and will include a community theatre with a maximum of 300 seats and an array of spaces that support 

the theater, enhance the experience for clientele, and augment revenue generation potential. 

McDowell Group completed a Market Demand Assessment in August 2015 based on review of prior planning 

efforts and extensive interviews with user groups, facilities managers, and others involved in performing and 

visual arts. This Financial Feasibility Assessment builds on that initial analysis and includes estimated capital 

costs, revenues, operating costs, and strategies to enhance financial performance. MRV Architects (MRV) and 

cost estimators HMS, Inc. (HMS) developed construction cost estimates and contributed to facility operating 

expense estimates. Key findings are summarized below. 

Facility Construction Costs 

The arts complex is estimated to be approximately 35,000 sq. ft., which includes 24,000 sq. ft. of new 

construction and 10,900 sq. ft. of renovated space. Construction costs total $18.8 million, including $14 million 

in construction and renovation costs and $4.8 million for indirect costs.  

Estimated Facility Construction Costs 

Area Estimated 
Sq. Ft. 

Estimated 
Construction Cost 

Comments 

Community theater components 9,595 $4,900,000 Theater, green room, and dressing 
rooms 

Lobby and central support 3,940 $2,400,000 
Lobby, reception, concessions, 

kitchen, café, small theater, dressing 
room, and scene shop 

Meeting and program space 2,305 $1,700,000 JACC, gallery, retail, offices, meeting 
rooms, and sound studio 

Building support 3,493 $3,000,000 
Restrooms, janitorial, mechanical, 

electrical, and storage 

Walls, shafts, misc. (6%) 1,160 $470,000  

General circulation (18%) 3,480 $1,500,000  

Subtotal New Construction Sq. Ft. 23,973 $14,000,000 Cost Includes New Construction 
and Existing Space Renovation 

Indirect costs (34% of estimated 
construction costs) 

 $4,800,000 
Design, permitting, furnishings, and 

contingency 

Total Project Cost  $18,800,000  

Source: MRV Architects and HMS. Figures have been rounded. 

Construction estimates are based on comparable Alaska construction. Estimated costs are inflated slightly to 

account for construction in fall 2016. Slightly less than five million dollars is anticipated for indirect costs (34 

percent of the construction budget), including design, administrative costs, project management, furnishings, 
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and contingency. The project is anticipated to be managed independent of the City and Borough of Juneau 

(CBJ). If this assumption changes, indirect costs will need to increase to reflect CBJ’s cost structure. 

Total Capital Costs 

It is not practical for the WAC to provide surface or constructed parking on the site. MRV worked with CBJ staff 

to determine parking requirements associated with new construction and displaced parking, as well as 

reductions associated with the downtown district location and evening usage. Per CBJ ordinance 49.40.210 

(d), exemption (5), the one-time Fee-in-Lieu payment will be approximately $725,000. As shown in the table 

below, total capital costs are estimated at slightly less than $20 million, including parking. 

Estimated Total Capital Costs 

Area Estimated Cost Comments 

Estimated facility 
construction 

$18,800,000 Includes JACC renovation 

Fee-in-Lieu parking $725,000 One-time fee, per CBJ exemption 

Total Estimated Cost $19,525,000  

Source: MRV Architects and HMS. Figures have been rounded. 

Financial Projections 

McDowell Group’s approach to feasibility studies is conservative on revenue generation and reflects reasonable 

expenses. This approach provides the pARTnership a realistic assessment for potential financial performance. 

Each revenue and expense category is examined in detail in the body of the report. Additionally, the Business 

Plan Considerations section includes strategies for the pARTnership to optimize facility usage and revenue. 

One expense category that is unsettled is payroll for the executive director’s positon. Currently the JACC is 

managed by the JAHC director, and payroll is funded by JAHC. The cash flow analysis presented in this 

document does not include payroll for an executive director. JAHC will need to carefully consider how that 

position will be funded. If director payroll is allocated to the WAC, then the cash flow projections presented 

below will need to be adjusted accordingly.  

Annual Cash Flow 

The WAC is anticipated to have a net operating loss of approximately $120,000 in Year 1, a loss of $87,000 in 

Year 2, and a loss of $34,000 by Year 3.  

As shown in the following table, estimated earned income by Year 3 is $424,000. The two largest revenue 

components are community theater rental and rental of the renovated space at the JACC. 
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Annual operating expenses total $458,000. The largest components are payroll and heat, at $160,000 and 

$105,000 respectively.  

Cash Flow Estimate, Year 3 and Beyond 

 Year 3 

Earned Revenue Estimate 

Community theater rental $100,000 

Ticketing $12,000 

Facility rental $115,000 

Rental equipment and services $28,000 

Warming kitchen rental $16,000 

Office leases $56,000 

Retail space net $27,000 

Gallery space net $5,000 

Café lease $15,000 

Concessions/alcohol sales net $15,000 

Fundraising $40,000 

Total Earned Revenue $424,000 

Expenses Estimate 

Payroll/benefits $160,000 

Heat 105,000 

Electric 25,000 

Sewer/water 4,000 

Trash 9,000 

Telephone 7,000 

Shipping/postage 1,000 

Supplies 20,000 

Repairs/maintenance 18,000 

Insurance 20,000 

Equipment 12,000 

Technicians 10,000 

Janitorial 10,000 

Marketing/advertising 10,000 

Capital replacement 20,000 

Miscellaneous 27,000 

Total Estimated Expenses $458,000 

Net Income/Loss ($34,000) 
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Five-Year Pro Forma Cash Flow Analysis 

This analysis indicates that the WAC will transition from an initial deficit of approximately $120,000 to a deficit 

of $34,000 by the third year of operations. Assumptions factored into the cash flow analysis include: 

 Year 1 revenues are projected to be 75 percent of fully normalized revenues; Year 2 at 85 percent, 

and fully normalized at 100 percent in Year 3. 

 The only change in expenses is an increase in repairs and maintenance from $10,000 in Year 1 to 

$15,000 in Year 2 and to $20,000 in Year 3. 

 Projections do not include any loan or interest payments.  

 Revenues and expenses are not adjusted for inflation. 

Pro Forma Cash Flow Analysis 

 Year 1 Year 2 Year 3 Year 4 Year 5 

Net profit/loss ($120,000) ($85,000) ($34,000) ($34,000) ($34,000) 

Note: Estimates are rounded.  

Even with McDowell Group’s conservative estimates, the financial outlook for the WAC is much stronger than 

the financial performance of community centers in other Alaska locations. Contributing factors include: 

 Demonstrated experience by JAHC in running the JACC in an efficient manner. 

 Anticipated operation of the facility by a private, non-profit entity, rather than a municipality (which 

typically has a higher cost structure for wages, benefits, and indirect expenses). 

 Synergies between JAHC and other arts organizations are expected to result in frequent facility usage 

and revenue generation. 

 The facility includes multiple revenue generating aspects and increased revenue is expected from the 

renovated JACC. 

 New construction and efficient systems will help control utility costs. 

Illustrating how these factors contribute to operating deficits in other Alaska community facilities, the table 

below shows annual operating deficits ranging from $694,000 in Valdez to $207,000 in Wrangell. These four 

facilities are the primary location for performing arts and community events in their respective communities; 

financial details are summarized in the appendices. For a local reference, Centennial Hall in Juneau had a 

$600,000 operating deficit in 2014. 

Annual Operating Deficits, 2014 
 Deficit 

Valdez Convention and Civic Center $694,000 

Harrigan Hall, Sitka $414,000 

Ted Ferry Civic Center, Ketchikan $314,000 

Nolan Center, Wrangell $207,000 

Source: Various city budget documents. 

It is important to recognize these facilities also generate significant economic activity from meetings and 

conventions. Juneau attracted 31 meetings and $2.7 million in economic impacts from meetings and 
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conventions in 2014. Ketchikan averaged $1.5 million annually from meetings and conventions in the past 

decade. 

Business Plan Considerations 

There are a number of ways for the WAC to enhance operational efficiencies, facility use, financial performance, 

and the customer experience. 

Facility Construction and Management 

 Ensure that construction is managed by the pARTnership, rather than the CBJ engineering 

department, given the higher municipal overhead cost structure. 

 Operate the WAC as a non-profit, rather than a municipal entity, for cost savings in employee salaries 

and benefits. 

 Increase the facility operations team to include a facility manager, administrative assistant, 

janitor/maintenance, marketing/ticketing manager, and part-time events staff. 

Facility Design 

 The warming kitchen should be located with convenient access to both newly constructed and 

renovated aspects of the WAC. 

 The black box theater space should be accessible by the public as well as back of the house functions. 

 New gallery spaces should be dedicated for gallery use, have high ceilings, big off-white walls, and 

professional lighting. 

 Considerable storage space will be needed for the theaters, as well as for tables, chairs, and other 

equipment needed for meetings and banquets. 

 Rental office spaces can be located on an upper floor. They should be adjacent to the break room, 

meeting rooms, and other shared office functions. Offices should also be accessible from outside the 

building after hours. 

 Café seating should be near windows and offer a waterfront view, if possible. 

Financial Performance 

There are a number of options available to the WAC to close the projected financial gap. Careful consideration 

is warranted as changes in the rate structure can affect the financial health of facility users, the JAHC, the 

pARTnership, and community patrons. 

 The project team factored in a three-year period to achieve normalized revenues for the community 

theater. Achieving the high-case for community theater rental income immediately results in a 

$43,000 improvement to net income in Year 1, a $33,000 improvement in Year 2, and an $18,000 

increase in subsequent years. 

 Community theater rental rates used in the feasibility study mirror high school auditorium rates. A 10 

percent increase could yield another $10,000 in rental income if demand remains strong. 

 Rental income from the renovated JACC hall, black box theatre and other spaces is projected to be 

about $115,000. A 10 percent rate increase could yield another $11,500 in rental income. 
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 The JACC currently offers a 10 percent discount to non-profits and affiliated groups. Eliminating the 

discount would add $11,500 in net income. Alternatively, the WAC could offer the discount on 

weeknight rentals only, ensuring the facility generates full rental rates for weekends and other 

premium dates. 

 Using the high-rate scenario for office space and other leases results in another $5,000 in earned 

income. 

 The WAC could incorporate a surcharge on community theater tickets. A $1 fee per ticket could add 

approximately $11,000 to net income. 

 Adjustments could also be made to retail and gallery consignment rates, or to rental rates for the 

warming kitchen, meeting rooms, and equipment. 

 The WAC has several opportunities to reduce expenses, directly increasing net income. A 10 percent 

savings in heat and electric nets $13,000; and a 10 percent savings in other expenses increases net 

income by $33,000. Combined, these categories represent $46,000 in potential savings. 

Food and Beverage Considerations 

Food and beverage priorities are upgrading the service kitchen and ensuring that facility users retain the option 

of serving alcoholic beverages. 

 Policies and rates will need to be developed concerning non-professional use of the kitchen. 

 The WAC will also need to purchase, and establish rates for, additional service wear such as 

tablecloths, chafing dishes, plates, cups, silverware, serving utensils, buffet carts, and mobile 

beverage carts. 

 Kitchen and catering equipment rental can generate additional revenue, but also requires inventory 

management and equipment storage. 

 The kitchen also provides an opportunity for rental income by entrepreneurs not associated with a 

WAC event, but seeking a kitchen approved for commercial use. 

An onsite café is included in the construction cost estimates. It represents an additional amenity for WAC 

patrons, tenants, and performers, as well as some operational risk for the facility. 

 Lease rates will need to reflect traffic and potential sales to attract a tenant. 

 Allowing the café operator to have exclusive access (or an initial option) on alcohol or concession 

sales increases the viability of the café. At the same time, it also limits choices for facility renters. 

 There will be a number of issues to negotiate such as lease length, buildout expense, operating 

hours, utilities, and other policies. The WAC will need to have detailed policies for how the café and 

outside caterers interact to avoid conflict. 

 The pARTnership needs to consider the implications of a café tenant failing and the space sitting 

unoccupied for long periods of time. 

The project team incorporated three small concession areas into construction cost estimates to accommodate 

sales of light snacks and beverages. 

 Several alternatives are discussed in the body of the report including having this service operated by 

the WAC, by the café, or by caterers. 
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 While projections for net income to the WAC are similar, each approach presents very different 

implications in terms of facility management. 

In summary, there are many variables that will affect the financial performance of the facility. JAHC has 

demonstrated its ability to maximize facility operations, and if managed properly, the WAC appears to be 

financially feasible.  

 

 


	WAC Financial Feasibility Part II 11_24_15 1
	WAC Financial Feasibility Part II 11_24_15 2
	WAC Financial Feasibility Part II 11_24_15 3
	WAC Financial Feasibility Part II 11_24_15 4
	WAC Financial Feasibility Part II 11_24_15 5
	WAC Financial Feasibility Part II 11_24_15 6
	WAC Financial Feasibility Part II 11_24_15 7
	WAC Financial Feasibility Part II 11_24_15 8
	WAC Financial Feasibility Part II 11_24_15 9
	WAC Financial Feasibility Part II 11_24_15 10

