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Mandate

Out of concern to better serve the community and to adequately and harmoniously develop the performing arts sector in the country, the Canada Council for the Arts has wanted for some time to acquire the data needed to develop or revise its programs and policies. Specifically, the Council, hopes through this report to give organizations that manage performing arts facilities in Canada with guidance and tools that will help them assess the impact on their operations of any construction or renovation work or even of just simply managing such premises (for creation, production and/or performance). This study is similar to other recently published studies;
 it aims to reinforce support mechanisms and recommend changes to the programs and grant application forms of the various federal partners. In short, the study's findings are designed to improve the assessment process. 

This study aims to answer the following questions:

· How does management of creation, production and performance facilities affect the overall operations of companies that own or rent them?

· How is it currently possible to calculate the impact of facility-management-related expenses and revenues on these companies’ overall operations and is it possible to formulate norms and standards in this regard?

· How should programs and policies in this field take facility-management costs and revenues into account? 

In response to these questions, the study:

· Establishes indicators, markers and criteria for managing these resources and assessing the different ways of managing them;

· Adds to management and premises-funding standards, the factor of the normal life cycle of built or renovated facilities and the equipment they contain;
· Defines methods for measuring the impact of construction, renovations or equipment purchases on the overall operations of performing arts companies by providing them with tools for self-assessing how decisions will impact their management; the main tool in this regard is use of the manual, Guide on Conducting Feasibility Studies; and
· Makes recommendations on equipment life-cycles, equipment depreciation and creating capital reserves. 

Report structure

The report consists of five parts: Part I describes the current situation (chapters 1 and 2); Part II identifies the problems and issues observed (chapters 3 to 7); Part III proposes possible solutions and makes recommendations (chapters 8 and 9); and, lastly, parts IV and V contain two sets of guidelines for performing arts organizations: Guide for Conducting a Feasibility Study and Information on Health and Safety in the Arts. 
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The overall population and the sample involved

The overall population studied consisted of 203 Canadian performing arts organizations from the disciplines of dance, theatre, music and opera that receive grants from the Canada Council. A representative from each of these companies was contacted to take part in the survey.

The survey: Defining the questionnaire and data collection procedures 

With the help of the Canada Council / Canadian Heritage working group, a questionnaire was formulated on the basis of the study’s objectives. On 10 September 2002, the questionnaire was sent out by e-mail, together with a covering letter signed by the Council’s section heads for dance, music and theatre. The respondents could then choose to reply by e-mail, fax or regular mail. The outward-bound e-mails that bounced back as “undeliverable” were resent by fax. The completed questionnaires were received between 14 September and 8 October 2002.

After the questionnaire data were validated, they were inputted using Interviewer v3.85 software and then transferred into StatXP statistics processing software. The tables were also cross-tabulated. 

Survey response 

Out of 203 potential respondents, 87 interviews were completed for a 42.44% response rate. Ongoing follow-up helped increase the response rate and reach a sampling that fairly represented, as required, the reference population in terms of discipline and revenue category.

Breakdown of companies by reference population and respondents 

         
Reference population
Respondents

Discipline

Dance
55
23

Theatre
96
45

Music
52
19

Size

Small 
87
33

Medium
86
33

Large
30
21

Weighting and margin of error

The weighting used was derived from dividing up the 203 companies in the initial group into mutually exclusive categories on the basis of discipline (4), major Canadian region (5) and revenue (3). This weighting produced 47 categories represented by at least one performing arts organization. 

The margin of error in this approach was a maximum of 7.97%, 19 times out of 20. 

Rounding

The rounding technique used is consistent with Statistics Canada’s national standards: all numbers were randomly rounded up or down to a multiple of 14. Thus, the total percentages, calculated from rounded figures, might not necessarily correspond to 100 and will give a maximum variation of +1%. 

Classifying the companies

The disciplines were broken down using Canada Council definitions and covered the full range of cultures and audiences. 
Dance: 


Companies in this discipline mainly use their premises for creation, rehearsals and workshops and, to a lesser extent, for performances. 

Theatre: 

Companies in this discipline use their premises equally either for their own creation/rehearsal and performance needs or for renting out to other theatrical companies.

Music and opera:

Companies in these disciplines use their facilities for rehearsal, training and performances. 

The companies were grouped by size of their 2000-2001 revenues: 

Small companies:

Less than $500,000

Medium-size companies:

$500,000 - $2,000,000

Large companies:

More than $2,000,000

Roundtables and individual interviews 

Four roundtables were held in September 2002 in Vancouver, Calgary, Toronto and Montreal. These involved organizations that manage a wide range of premises. In addition, a series of interviews also took place with representatives of the performing arts community. The participants in the roundtables and individual interviews were chosen on the basis of their experience either in managing a facility or in funding or managing a construction, renovation or leasehold-improvement project, as well as on the basis of how representative their company was in terms of size and artistic discipline, and whether it was located in an urban or non-urban area. Interviews with 42 individuals were conducted. 

Problems and challenges

The interviews made it possible to put into perspective the survey-based description of the current situation and also identify the challenges and impacts for company operations that facility management represent. The interviewees’ responses helped identify the various management models and the relative extent of their adoption in practice (see Chapter 6). 

Definitions

Owner: A company is considered an owner if it is the legal owner of its building or manages a facility whose owner is an affiliated company. 

Long-term or temporary tenant: A company is considered a long-term tenant if it has a lease for more than one year and a temporary tenant if it does not have a long-term lease, but rents premises on a temporary, exceptional or very short term basis. 

Creation and/or rehearsal premises: Refers to a facility, building or space that has been arranged and equipped for creation and/or rehearsal and/or training as well as the production of professional shows and includes workshops, warehouses and administrative/marketing areas.

Performance facility/premises: Refers to performing premises (auditorium, stage, dressing rooms, etc.), as well as the client-service areas: box office, reception, cloakrooms, library, boutique for the sale of related products, beverage and food services, and administrative offices. 

Workshop and/or warehouse: Refers to any workshop space used for making set decor, costumes and accessories and any warehouse space used for storing records, set decor, costumes, instruments, accessories and technical material. 

Offices: Refers to space used for administration and marketing
Other: Parking or developed and landscaped outside space 

Stage equipment: Sound and stage-lighting system, dance floor, technical stage equipment, and other types of equipment directly relating to creation, production and performance activities 

Furniture and equipment (including auditorium equipment): Audience seating, carpets, or any other equipment directly related to the auditorium. 

Other equipment: Ticketing, computer and telephone systems, office equipment, furniture, etc. 

Performing activities: Performance-related activities, i.e., in-house productions, co-productions or guest productions produced or organized by the company owning or occupying the performance facility.

Sub-leasing: Refers to the practice whereby the company that owns or is the long-term tenant of a performance facility and/or rehearsal space rents out the space to a third party.  

Capital reserve: This is a reserve set aside to meet various repair, replacement, renovation or construction expenses that the organization’s property (building or equipment) might require. 

Part I

 Current Situation

Part I of this report entitled “Current Situation” provides quantitative data on the premises-management situation of performing arts companies in Canada, regardless of whether they own or rent.  

Chapter 1 describes the companies’ situation in terms of operator status (owner or renter), company size (small, medium-sized and large) and artistic discipline (dance, theatre and music or opera). This chapter also describes the use the companies make of their premises in terms of three types of activity: performances, creation/rehearsing and sub-leasing to other companies.

Chapter 2 compares each company’s premises operating costs both as an absolute amount and in relation to the total expenses of the companies regardless of whether they own or rent their premises. This chapter also lists both the amount of each operating expense and the average for this type of expense presented in terms of operator status (owner or renter), company size and artistic discipline; this section of the chapter is followed by information on premises operating income broken down by company size and artistic discipline.

The last part of this chapter presents the companies' current situation in terms of capital reserves and capital costs. Capital costs are broken down as follows: land or building  purchase; construction, renovation or leasehold improvement; stage equipment; performance auditorium equipment and any other equipment. The chapter closes with information on depreciation methods. 

Chapter 1

The facility-management situation of performing arts companies 

Types of organizations surveyed based on their facility-management situation

The companies:

The study surveyed 203 Canadian non-profit performing arts companies in theatre, dance, music and opera that receive operating grants from the Canada Council for the Arts. These companies create, produce and perform their art in premises that are, for the most part, specifically designed for the performing arts.

Facilities

The premises surveyed consist of buildings or spaces designed and equipped for the creation and/or production and/or performance of professional artistic shows. Such premises can also include space for administrative uses. For the purposes of this study, the premises are classified by their main function according to the following categories:


Performance: Place for performing shows


Rehearsal: Place for creating and rehearsing


Workshops and warehouses


Office: Administration space.

Owners and renters

In this study, a distinction is made on the basis of whether companies own or lease their premises:

Owners

A company is considered to be the owner of any premises when it legally owns the building or manages premises whose owner is an affiliated company.
 Most theatre companies fall into this category.

Renters 

Long-term tenants:

A company is considered a long-term tenant when its lease is for more than one year. A long-term tenant company may or may not directly operate its premises, as the case may be.

· Operator tenant means that the company is responsible for the overall maintenance of the building and the costs involved. This category consists almost entirely of dance and theatre companies. 
· Non-operator tenants pay rental costs for the building without being responsible for maintenance or leasehold improvements. The non-operating long-term tenant of the performing facility is often a company with the status of resident company. This category mostly consists of resident dance and music companies. 

Temporary occupants (neither owner nor long-term tenant): 

This category identifies companies that are neither the owner nor the long-term tenant of the premises in question. It generally includes companies that lease premises on a temporary, exceptional or very short-term basis. Many (mostly small) dance, theatre and musical touring companies fall into this category because of their performing or rehearsal needs. 

Except where otherwise indicated, all “long-term” and “temporary” tenants fall into the “tenant” category. 

Differing status depending on the premises in question 

Some companies are owners or tenants of one or more premises. They thus possess the dual status of being both owners and renters. For instance, a given company can own a theatre, be the long-term tenant of rehearsal space, and the temporary tenant of a warehouse or, in another example, a company could own rehearsal space and be the temporary occupant of a theatre. In this study, each company is assigned the appropriate status for each set of premises. 

Because of this distinction, it must be understood that the total number of owners and renters will not equal the number of companies listed. Rather, the total number of owners will equal the number of (single or multiple) premises and the total number of renters will equal the number of premises leased. 

1.2. Occupancy status 

OWNERS AND RENTERS COMBINED 

1.2.1
Breakdown of owners and renters by discipline 

The breakdown of performing arts companies throughout Canada indicates that a minority own their premises of whatever type including: 

Table 1: Breakdown of owners and renters by artistic discipline in 2001


Dance
Theatre
Music
Opera

Owners
5%
17%
n.s.*
4%

Renters
67%
59%
56%
64%

*not significant (less than 1%)

1.2.2
Breakdown of owners and renters by type of premises 

Note that only 10% of the companies own any type of premises at all. 

Table 1.1: Breakdown of owners and renters by premises type in 2001


Theatres
Rehearsals
Workshops/ Warehouses
Offices

Average

Owners
10%
8%
8%
12%

10%

Renters
55%
65%
49%
76%

61%

Temporary occupants
35%
27%
43%
12%

29%


100%
100%
100%
100%

100%
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1.2.3 
Breakdown of owners and renters by artistic discipline and premises type 

· Performance facility owner is a status enjoyed by 1/5 theatre companies and 1/20 dance, music or opera companies. 

· Performance facility renter describes the premises status of more than half the companies renting performance facilities; this ratio increases to 3/5 for music companies. 

· Renter of rehearsal, workshop and office space describes the premises status of most performing arts companies: very few (5% to 6%) dance companies own premises and less than 1% of music companies do. 

· Some theatre companies own performance halls (19%) and offices (22%). 

· 5% of dance companies own performance facilities and 6% the other types of work-related premises. 

· 3/4 music companies rent their rehearsal, workshop/warehouse and office space. Opera companies favour owning rehearsal, workshop and office space (6% and 7% respectively) and only 0.08% own a performance facility. 

Table 1.2: Breakdown of owners and renters by discipline and premises type in 2001


Dance
Theatre
Music
Opera

Performance facility

Owners
5%
19%
n.s.*
n.s.*

Renters
53%
50%
78%
40%

Temporary occupants 
42%
31%
22%
60%


100%
100%
100%
100%



Rehearsal space

Owners
6%
14%
n.s.*
6%

Renters
87%
61%
46%
47%

Temporary occupants 
7%
25%
54%
47%


100%
100%
100%
100%

Workshops/ warehouses

Owners
6%
12%
0%
7%

Renters
46%
56%
23%
73%

Temporary occupants 
48%
32%
77%
20%


100%
100%
100%
100%

Office space

Owner
6%
22%
0%
6%

Renters
81%
69%
78%
94%

Temporary occupants 
13%
9%
22%
0%


100%
100%
100%
100%

*not significant (less than 1%)
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1.2.4
OPERATOR STATUS: Owners OR renters, by company size and premises type 

Owners

· 71% of performance facility owners are medium-sized companies, and 80% of them are theatre companies that bought their premises between 11 and 19 years ago. Small companies only own performance halls. 

· 56% of the rehearsal space owners are medium-sized theatre companies that bought 11 to 19 years ago. 

· 63% of the workshop/warehouse owners are medium-sized companies and 80% of them are theatre companies that bought 11 to 19 years ago. 38% of the large owners who own workshops/warehouses bought more than 10 years ago and are theatre companies. 

· 72% of the office space owners are medium-sized theatre companies, 78% of which bought 11 to 19 years ago. 

Table 2.1 – Breakdown of owners by size and premises type in 2001


Small
Medium
Large


Performance facilities
14%
71%
14%
100%

Rehearsals
0%
56%
44%
100%

Workshops/ warehouses
0%
63%
38%
100%

offices
0%
72%
28%
100%
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Tenants (long-term and temporary)

For the 90% of companies that rent their premises, it emerged that:

· More than half are small companies and approximately one third are medium size. Large companies represent around 20% of renters. 

Table 2.2 - Breakdown of renters by company size and premises type in 2001


Small
Medium
Large


Performance facilities
49%
32%
19%
100%

Rehearsals
53%
33%
14%
100%

Workshops/ warehouses
40%
38%
20%
100%

Offices
48%
36%
16%
100%
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1.3  Relative use of facilities for creation/production or performance in 2001

This part examines the use of premises for three types of activity: 

· Performing activities (in a performance auditorium): This shows the usage of performance halls and all performance-related activities, i.e., in-house productions, co-productions or guest productions produced or organized by the company that owns or is the performance facility’s resident company. 

· Creation and rehearsal activities: This primarily shows the usage of rehearsal space and the percentage of days spent annually in rehearsal, training or creative activity (per discipline and averages per company). 

· Sub-leasing: This category covering both performance halls and rehearsal space is applicable when the owner or resident tenant of a performing and/or rehearsal facility sublets it to a third party.  

The following table shows the breakdown of premises use by discipline for the various activities of performance, creation/rehearsal and sub-leasing. Key findings are that: 

· The use of premises for performing compared with other uses varies markedly from one discipline to another. Theatre companies use their performance facility for performances for 1/3 days of the year (not counting creative work, rehearsing and sub-leased usage), whereas music companies use theirs for performing for almost half the days in the year.  

· For all companies, the use of creation/rehearsal space represents by far the greatest relative use of premises ( as much as over 80% for dance and opera companies. 

· Since only a very small percentage of music and opera companies own premises or rent them over the long term, the annual average usage of premises per company for sub-leasing purposes is virtually non-existent. On the other hand, as many as 20% of the theatre companies use this practice. 
Owners and renters combined (weighted average)

Table 3 – Breakdown of premises use for performance, creation, rehearsal and sub-leasing in 2001


Dance
Theatre
Music
Opera

Performing 
9 %
28 %
42 %
17%

Creation/

rehearsal
80%
52%
58%
81%

Sub-leasing
11%
20%
0%
2%

Total
100%
100%
100%
100%
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It should be pointed out that the calculation for performance activities was based on the number of performances whereas the creation/rehearsal and sub-leasing activities were based on number of days. However, the situation where companies give two performances in the same day was not taken into account, since it was felt that this factor would not make a significant difference with respect to the total number of days performance facilities were used during the reference year. Thus, it is only for this parameter that the premises usage rate is slightly lower than reality. 

Chapter 2: Analysis of operating income and expenses for performing arts premises 

2.1 Operating expenses for premises in 2000-2001

The analysis of premises’ operating costs is quantitative and does not take into account the additional operating overhead companies incur as a result of the additional work involved in managing the premises. An analysis of the qualitative impact of these costs on company operations is provided in chapters 3, 4 and 5.
2.1.1
Operating costs for premises: Absolute amount and as a percentage of total expenses – owner companies as opposed to renter companies 

Premises’ operating costs consist of the total of all related expenses, either for renting the property (in the case of renter companies), which includes maintenance and other services, or for operating the property (in the case of owner companies), which includes mortgage interest, depreciation, taxes, maintenance wages and costs, and customer service wages and costs (including the box office, concessions, cloakrooms, boutiques etc.)

It is important to point out that the average cost of renting premises for a renter company is considered a variable cost. For example, the costs relating to a performance auditorium or rehearsal space are generally based on the number of days used by a temporary tenant. On the other hand, the average annual operating cost incurred by an owner company is a fixed cost. For example, an owner company's annual costs for an entire building are fixed regardless of the number of days the space is used for performances or rehearsals. 

It is impossible to compare premises’ operating costs for the various disciplines since their operating circumstances are totally different. Nevertheless, an analysis of the cost of renting or operating premises as a percentage of total annual expenses reveals that: 

· Small companies’ net operating costs are generally less than 10% of their total expenses, regardless of whether they own or rent. 

· The percentage of budget costs for owner companies are generally higher than for renter companies.  

Table 4: Average annual total (gross) premises operating costs by company (owner or renter) and this cost as a percentage of total expenses.

Small
$33,727 
11%

Medium
$169,317
13%

Large
$1,190,108
13%

Table 5: Average annual operating costs (net over rental income) by company and this cost as a percentage of total expenses

Owner companies

Small
$22,052
8%

Medium
$126,746
9%

Large
$1,067,247
12%

Renter companies

Small
$21,508
7%

Medium
$73,944
5%

Large
$412,016
5%

2.1.2
Average operating expenses (net over rental income) for each discipline 

This section compares the percentage of the budget of companies in each discipline that is assigned to operating expenses. (Note: These expenses include costs relating to the management of performance and rehearsal facilities, as well as the cost of workshops/warehouses and administrative offices.)

Dance companies

Small and medium-sized dance companies that rent premises have operating costs which are more or less equivalent to the operating costs for dance companies that own premises, whereas large dance companies that own premises have operating costs 3 to 5 times higher than the premises costs for large companies that rent. 

The lack of difference between small and medium-sized companies is explained by the fact that they do not own performance facilities, whereas large companies do. 

Table 5.1: Dance companies’ actual annual average premises operating expenses and this cost as a percentage of total expenses. 

 (owners vs. renters)


Renters

Owners

Owner:Renter

cost ratio

Small
$26,487
10%
$26,059
9%
Same

Medium
$78,696
7%
$77,489
7%
Same

Large
$373,720
3%
$1,320,276
12%
3.5 times
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Theatre companies

· Small theatre companies that own their premises spend 1.2 times more to operate them than their counterparts that rent, whereas medium-sized companies that own their premises spend 2.3 times more to operate them than their counterparts that rent. This difference is explained by the fact that 71% of medium-sized theatre companies own performance facilities. 

· Large theatre companies that own their premises spend 7.2 times more to operate them than their counterparts that rent. To a great extent, this difference is clearly due to the fact that large theatre companies that rent use a large number of short-term leases for rehearsal purposes from owner companies and this factor lowers the average cost considerably for the companies that rent.

Table 5.2: Theatre companies’ actual annual average premises operating expenses and this cost as a percentage of total expenses. 

 (owners vs. renters)


Renters

Owners

Owner:Renter

cost ratio

Small
$17,982
6%
$21,393
7%
1.2 times

Medium
$75,309
6%
$175,261
14%
2.3 times

Large
$239,026
3%
$1,727,876
18%
7.2 times
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Music and opera companies

More than half of all the music and opera companies rent their premises ( 56% of music companies and 64% of opera companies. Moreover, when these companies own premises, most of them are rehearsal rooms, workshops and offices and not performance halls. 

· Small music and opera companies that own their premises spend 1.3 times more to operate them than their counterparts that rent, whereas medium-sized music and opera companies that own their premises spend 1.4 times more to operate them than their counterparts that rent.

· Large music and opera companies that own their premises spend less on average to operate them (90% of the cost) than their counterparts that rent. The premises costs for owner companies cover operating rehearsal and office space, whereas most premises costs for companies that rent is for performance halls.

Table 5.3: Music and opera companies’ actual annual average premises operating expenses and this cost as a percentage of total expenses. 

 (owners vs. renters)


Renters

Owners

Owner:Renter

cost ratio

Small
$18,570
7%
$24,215
9%
1.3 times

Medium
$69,307
4%
$98,296
6%
1.4 times

Large
$520,231
6%
$445,311
5%
0.9 times
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2.1.3
Average operating costs for all companies and the breakdown of these expenses (both owners and renters)

The breakdown of each operating expense item as shown in table 6 represents an average for all  companies ( i.e., for all sizes of owners and renters in all disciplines. 

· The 4 main operating expenses are: wages and the cost of other activities (bar, concessions, food and beverage services, cloakrooms, parking etc.) (23%), wages and the cost of reception areas including the box office (18%), depreciation (15%), and wages directly related to managing and maintaining the premises (13%). 

· Wages and the cost of other activity expenses (bar, concessions, food and beverage services, cloakrooms, parking etc.) are offset by income. Average income per company is $167,227, which is directly linked to an average expenditure of $123,702.

Table 6: Breakdown of typical operating costs for performing arts companies as a whole


%

Wages and expenses: bar, concessions, food and beverage services, cloakrooms, parking etc.
23%

Wages and expenses: Reception area (including box office)
18%

Depreciation 
15%

Wages – premises mgt. and maint. 
13%

Mortgage interest 
6%

Heat and electricity
6%

Other 
5%

Facility maintenance
4%

Equipment maintenance
4%

Taxes
4%


100%

On average, 3.24 persons are directly involved in operating the premises. However, this figure very much depends on company size: 1.49 for small companies, 3.21 for medium-sized companies and 5.58 for large companies. Sub-leasing activities involve an average of 1.61 persons.
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Dance companies

The largest expenses for dance companies are more or less the same as for performing arts companies as a whole, with the exception of equipment maintenance expenses, especially in the case of small companies. We must remember that most small companies rent both their premises and much of their equipment.

Table 7: Breakdown of typical operating costs by company size 


Small
Medium
Large

Wages and expenses: bar, concessions, food and beverage services, cloakrooms, parking etc. 
2%
17%
29%

Wages and expenses: reception area (including box office) 
1%
25%
8%

Depreciation
9%
10%
28%

Wages and expenses: premises management and maintenance 
22%
28%
7%

Mortgage interest 
4%
0%
0%

Heat and electricity 
5%
3%
11%

Other
25%
6%
0%

Premises maintenance
4%
4%
11%

Equipment maintenance
28%
6%
3%

Taxes
0%
0%
3%

Total
100%
100%
100%

[image: image29]
Theatre companies

The largest expenses for theatre companies are more or less the same as for performing arts companies as a whole.

Table 8: Breakdown of typical operating costs by size of theatre company


Small
Medium
Large

Wages and expenses: bar, concessions, food and beverage services, cloakrooms, parking etc.
9%
17%
17%

Wages and expenses: reception area (including box office)
14%
16%
18%

Depreciation
11%
17%
19%

Wages – premises mgt. and maintenance
25%
13%
12%

Mortgage interest
0%
10%
9%

Heat and electricity 
9%
6%
10%

Other 
15%
10%
3%

Facility maintenance
10%
4%
4%

Equipment maintenance
7%
4%
5%

Taxes
0%
1%
2%

Total
100%
100%
100%
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Music and opera companies

The largest expenses for music and opera companies are different from those for companies in the other disciplines. This is because most of these companies rent their premises and basically only own equipment. 

· For small companies, equipment maintenance is the greatest expense (93%), followed by heat and electricity (7%).

· Wages and other expenses relating to the reception area (including the box office) are the main expenses for both large and medium-sized companies in this category. 

Table 9: Breakdown of typical operating costs by music and opera company size


Small
Medium
Large

Wages and expenses: bar, concessions, restaurants, cloakrooms, parking etc.
0%
0%
0%

Wages and expenses: reception area (incl. box office)
0%
62%
28%

Depreciation
0%
4%
19%

Wages – premises mgt. and maintenance
0%
17%
25%

Mortgage interest 
0%
0%
0%

Heat and electricity
7%
4%
8%

Other
0%
2%
0%

Facility maintenance
0%
1%
12%

Equipment maintenance
93%
9%
2%

Taxes
0%
0%
6%

Total
100%
100%
100%
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2.2
Operating income from premises in 2000-2001 

2.2.1
Average operating income from premises with breakdown by company size and artistic discipline

Operating income from premises consists of income that is directly derived from managing and operating the premises. This includes income from renting space to third parties (performance halls, rehearsal rooms and all other rented space), ticket receipts, grants, sponsorships, advertising and donations that is specifically for the premises in question, as well as all other revenue from other activities such as bars, restaurants, concessions, cloakrooms, boutiques, parking etc.

The amounts and breakdown of operating income from premises, as shown in Tables 10 and 10.1, are averages for all companies (regardless of whether they own or rent), presented by company size and artistic discipline.

· Each discipline has its own operating income structure that is different from the others. This difference is due to factors that are specific to each discipline: more rehearsal rooms for dance as opposed to more performance halls for theatre and the particular owner/renter ratio in each discipline (more renters in music and dance than in theatre). This structure is also affected by the expectations of both the community concerned and the funding agencies. (See in this regard the section on “Mission to provide service to the community in chapter 6, p. 49).

· Comparing companies’ operating income from premises as a proportion of total revenue, it emerges that this proportion is the same for both dance and theatre (8%), but only 1% for music and opera.  

· Thus, income from sub-leasing premises in the dance sector is significant for small and medium-sized companies, whereas for theatre companies it is the large companies that derive a greater percentage of their income from this source. In dance, the trend is to lease rehearsal space, whereas in theatre, it is to rent performance space.

· Average total income from other activities, such as bars, restaurants, concessions, cloakrooms, boutiques, parking etc. comes to $167,227. This gross income is theoretically used to pay average operating costs of $123,702. Thus, 74% of operating income is used to pay operating costs, which leaves only 26% for merchandise cost, if any, and gross profit.

Table 10: Operating income from premises.  Total amount and as a  percentage of

Total company income by size.____________________________________________

Small



  $18,032




6%

Medium__________________ $97,542




7%

Large



$609,131




8%

Table 10.1: Operating income from premises. Total amount per company and as a percentage of total company income ( by company size and artistic discipline.


Dance

Theatre

Music and Opera


Small
$24,729
9%
$13,249
4%
$0
0%

Medium
$121,812
11%
$102,865
8%
$25,080
2%

Large
$444,618
4%
$783,031
12%
$151,232
2%



Average

8%

8%

1%
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2.2.2 Comparison of average gross operating income with average operating costs

A comparison of the operating income from premises with their operating costs reveals that:

· The income/cost ratio is more or less the same for all sizes of performing arts company.

Table 10.2: Comparison of premises operating income with premises operating cost and as a percentage of total income and expenses 


Operating income 
Operating costs

Income / costs

Small
$18,032
6%
$33,727
11%
53%

Medium
$97,542
7%
$169,317
13%
58% 

Large
$609,131
8%
$1,190,108
13%
51%

2.3 The capital reserve situation of performing arts companies in 2000-2001

The companies’ assets and liabilities were analysed to situate their equipment and capital asset situation in the wider context of their overall financial health. In terms of assets and short-term liabilities, working capital was identified as one of the best indicators of a given company’s financial health, since it shows the company’s ability to respond to an emergency, such as the breakdown of a major piece of equipment. Over the long term, a given company’s capital reserve and depreciation situation are two indicators that make it possible to assess the company’s long-term viability, including its ability to upgrade its premises or replace out-of-date equipment.

2.3.1
Working capital

The working capital ratio is calculated by dividing short-term assets by short-term liabilities. Short-term assets are everything the company owns that can be quickly liquidated within a year (money in bank and short-term accounts receivable). Short-term liabilities consist of all debts payable within a year (short-term accounts payable). The working capital ratio represents the value of short-term assets companies have available to pay their short-term debts. This ratio thus provides a good indication of a given company’s ability to pay its short-term debts. In the case of both for-profit and not-for-profit companies, a ratio of $2.00 in short-term assets to each $1.00 of short-term liabilities is considered comfortable.

· On average, dance companies (regardless of size) possess less than $1.00 in short-term assets to pay each $1.00 of short-term liabilities. They thus do not have enough liquidity to pay their short-term debts within a year. However, small dance companies are in a better liquidity position than their large and medium-sized counterparts. 

· Small and medium-sized theatre companies, on average, have approximately $1.00 in short-term assets to pay each $1.00 of short-term debt, whereas large theatre companies have $1.31 in short-term assets to pay each $1.00 of short-term debt and are thus in a better liquidity position than their small and medium-sized counterparts, bearing in mind that they too could be in trouble if any major unforeseen hitches occur.

· Small music and opera companies have an average of $1.10 in short-term assets to pay each $1.00 of short-term liabilities, whereas their large and medium-sized counterparts have less than $1.00 of short-term assets to pay each $1.00 of short-term debt. Small music and opera companies are thus in a better liquidity position than their large and medium-sized counterparts. 
Table 11: Average amount of working capital, by company size and artistic discipline


Small
Medium
Large

Dance

Short-term assets
$73,886
$208,878
$2,350,478

Short-term liabilities
$77,905
$306,017
$3,475,503

Working capital ratio
0.95
0.68
0.68

Theatre

Short-term assets
$62,477
$312,380
$3,589,771

Short-term liabilities
$61,149
$313,235
$2,737,827

Working capital ratio
1.02
1.00
1.31

Music and Opera

Short-term assets
$100,355
$355,879
$1,790,243

Short-term liabilities
$91,116
$413,318
$2,895,734

Working capital ratio
1.10
0.86
0.62

2.3.2
Capital reserve

· 20% of theatre companies and 6% of dance companies have set up a capital reserve. 

· No music and opera company has set up a capital reserve because they do not own property, but 61% of them say that they are willing to have one. 

· 67% of dance companies, 74% of theatre companies and 61% of music and opera companies are prepared to establish a capital reserve.

· In general, 67% of all performing arts companies surveyed are prepared to establish a capital reserve: 21% are small companies, 33% medium size and 13% large.

· The amount of capital reserve varies depending on company size: 

· Medium-sized companies are more likely to set up a capital reserve; 21% of them have an average reserve of $92,000

· Only 2% of small companies have an average reserve of at least $15,000 

· 10% of the large companies have an average reserve of $3.3M. However, it should be realized that this is the one instance where the average figure is the result of a small number of companies with very large reserves. 

Table 11.1: Percentage of performing arts companies that have / have not established a capital reserve


Yes
No
No response


Dance
6%
61%
33%
100%

Theatre
20%
56%
23%
100%

Music
0%
64%
36%
100%

Opera
0%
81%
19%
100%
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Table 11.2: Percentage of the companies that have / have not established a capital reserve, by company size


Yes
No
No response


Small
2%
55%
43%
100%

Medium
21%
60%
19%
100%

Large
10%
81%
10%
100%

Table 11.3: Companies’ expressed intent to establish a capital reserve or not, by company size and artistic discipline 


Small
Medium
Large
No

Dance
24%
34%
9%
33%

Theatre
20%
45%
9%
26%

Music and Opera
18%
22%
21%
39%







Average
21%
34%
13%
33%
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2.4 The capital cost situation (building and equipment purchases) 

2.4.1
Purchase of buildings and leasehold improvements

Owner companies have, over the years, purchased various types of buildings. Some have also built premises and some have renovated existing premises. For their part, companies that rent premises have made leasehold improvements. Table 12 shows the percentage of all performing arts companies, regardless of size and whether they own or rent, that have invested in building or renovating premises, or making leasehold improvements to them. It has also emerged that:

· Very few dance and music companies (7% and 6% respectively) have made such expenditures. However, since only 5% of dance companies own premises, it is not surprising to find that only 7% have incurred such costs. The same goes for the music sector where, with as few as under 1% of the companies owning premises, it is not also not surprising that only 6% have invested in such projects.  
· 31% of opera companies have made such expenditures 
· 52% of theatre companies have made such expenditures 
· 48% of large performing arts companies have made such expenditures, as opposed to 43% of medium-sized companies and 11% of small companies.

Table 12: Percentage of performing arts companies that have invested in buying, building or renovating premises or making leasehold improvements to them, by discipline


Yes
No


Dance
7%
93%
100%

Theatre
52%
48%
100%

Music
6%
94%
100%

Opera
31%
69%
100%

Table 12.1 Percentage of performing arts companies that have invested in buying, building or renovating premises or making leasehold improvements to them, by company size


Yes
No


Small
11%
89%
100%

Medium
43%
57%
100%

Large
48%
52%
100%
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Capital assets ( Property
The following amounts represent averages for all sizes of performing arts companies that rent or own in all disciplines: 

Land

Medium-sized companies spend an average of $285,000 to purchase land, while large companies spend an average of $1.16M for the same purpose.

Buildings

Medium-sized companies spend an average of $610,000 to buy a building, compared with an average of $13.4M for large companies.

Building/renovating/making leasehold improvements

Companies that own their premises are not the only type of company that buys or renovates property, since companies that rent also make major leasehold improvements to their premises.

Small companies spend an average of $76,000 to build or renovate premises or make leasehold improvements to them. This compares with an average of $1.15M for medium-sized companies and $5.8M for large companies.

2.4.2
Purchase of capital assets – equipment

Over the years, performing arts companies, regardless of whether they own or rent their premises, purchase major pieces of equipment, such as equipment and supplies for the stage and other types of professional space. The following amounts are averages for all sizes of company in all disciplines:

Stage equipment: Sound system and stage lighting, dance floor, technical stage equipment, other types of equipment directly related to creation, production or performance activities.

· Small companies spend an average of $32,000 to buy their stage equipment, medium-sized companies $190,000 and large companies $1.04M.

Performance hall furniture and other equipment: Audience seating, carpets or any other equipment directly related to the performance hall.
· Small companies spend an average of $20,000 to purchase their auditorium equipment, medium-sized companies $175,000 and large companies $360,000.

Other equipment: Ticket, telephone and computer systems, office equipment, furniture, etc.

· Small companies spend an average of $21,000 on equipment, medium-sized companies $51,000 and large companies $239,000.

2.4.3
Depreciation methods used

According to standard CICA (Canadian Institute of Chartered Accountants) accounting practice, depreciation methods are the same regardless of the type of organization concerned and there are no different guidelines for non-profit organizations as opposed to for-profit companies. 

Capital assets – Property

For accounting purposes, the value of capital assets is recorded as the purchase price, which is then depreciated over the asset’s useful life on the basis of the following methods and rates:

· Land should not be depreciated, but is recorded as a capital asset

· Buildings: Written down value is applied at a rate of 4%

· Leasehold improvements: The straight-line depreciation method is used for the duration of the lease and any optional renewal period.

The following observations were made:

· Generally speaking, land is not depreciated.

· On average 81% of the companies that use buildings use the straight-line method and 94% of these use a depreciation period of more than 26 years. The other 19% use the write-down method at a rate of under 5%, which is tantamount to a depreciation period of approximately 40 years.

· On average, 90% of performing arts companies have undertaken a major project involving construction, renovations or leasehold improvements and used the straight-line method with 74% of these companies using a depreciation period of less than 25 years. The other 10% of the companies use the write-down method.

Equipment
The value of this type of capital asset is recorded as the purchase price and is depreciated over the useful life of the asset concerned using the following methods and rates:

· Computer equipment: Straight-line method over 3 years.

· Furnishings and fixtures: Write-down method at a rate of 20%

· Heavy machinery: Write-down method at a rate of 20%

· Vehicles: Write-down method at a rate of 30%

There are no specific guidelines for stage or performance hall equipment.
Here is what was discovered:

· On average, 55% of companies that own stage equipment use the straight-line method and depreciate over an average of 7 years. This method is considered to be conservative. Some 90% of the other 45% of companies that own stage equipment use the write-down method at a rate of under 20%.

· On average, 54% of companies that own performance hall equipment use the straight-line method and 62% of these depreciate over less than 5 years. The other 46% use the write-down method at a rate of under 20%.

· On average, 61% of companies that own other types of equipment use the straight-line method and 86% of these depreciate over a period of at least 5 years. Some 67% of the other 39% use the write-down method at a rate of less than 20%.

Part II

Problems and Issues ( 

The Challenges That Need to Be Met

In memory of Jean-Pierre Perrault,

who died in December 2002;

he was the first Quebec choreographer 

to create a space for choreography, a place where dance was created and produced.

“He fulfilled his dream because he believed in it. He got his choreographic space. It was a huge, unbelievable, 

one-of-a-kind achievement, he explained ( he who always looked beyond Quebec.

 It was a mystic place, an ancient place of worship 

(a church as it were) downtown… the biggest dance floor in America."
La Presse, 5 December 2002

Managing suitable premises and managing them effectively

Finding suitable premises or bringing existing premises up to standard are some of the challenges facing most Canadian performing arts organizations. 

Upgrading premises means providing research, creation, and rehearsal or performance facilities in which artists, technicians and the public can meet in decent or even optimal professional conditions. This means, for example, improving the acoustics, installing a dance floor, using leading-edge professional lighting and sound equipment, adding new seats to improve audience comfort and making the building exterior more visible. 

Upgrading premises means enabling artists to pursue their art, develop their audiences, and appropriately carry out their company’s mission and mandate. In this way, the facility becomes a collective resource that other local groups can use. 

The main reasons premises do not “make the grade” are unwholesomeness, unsafe conditions for the artists and technicians who work there, lack of space, unsuitability for performing arts work, lack of professional equipment, and a sub-standard level of audience comfort. 

Upgrading premises often means initiating costly construction, renovation, conversion or leasehold-improvement projects that impact the company's operations in both the short and long term. 

Owning or renting premises forces companies to apply balanced ongoing management that mainly requires adequate income and funding. 

As explained in Part II – Problems and Issues: Challenges That Must Be Met, when companies make an effort to upgrade their workspace, this poses a day-to-day burden on management. 
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Chapter 3

How capital projects and 

facility operations impact management costs  
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This chapter distinguishes the impact of capital project spending from the impact of managing premises on a day-to-day basis: 

· Investing in a capital project (construction, renovation, conversion or leasehold improvements) creates repercussions in several ways: for example, when funding is insufficient or there are cost overruns during the project. When a company invests in a capital project, this invariably has major impact on the company's management. 

· Managing a facility and seeing to its daily maintenance and operating requirements creates administrative demands that companies are often poorly equipped to handle, especially in terms of their human and financial resources. Operating a facility thus also has a major impact on an individual company’s management. 

Facility management costs 

Problems and issues 

Investing in a capital project  

Even before a capital project starts, it makes its presence felt in the amount of work required to prepare and implement it. The time and energy spent to raise funds and plan the project represent a significant amount of additional work since it is over and above the company's normal operations. Planning and managing a capital project, regardless of type, requires more human resources and new skills. Likewise, supervising a construction site and acting as the principal contractor also involves additional human and financial resources. 

Even though funding agencies require a fund-raising campaign, pre-feasibility studies, and continual changes to the project in response to the availability of public and private financing, they seldom provide grants to cover the costs involved. Moreover, whereas the need for additional funding makes itself felt in the earliest stages of planning and assessing the project, the financial partners (banks and public or private organizations) usually only get involved once the construction work has actually begun.

Once the project is finished, companies face a new challenge: the additional investment required to maintain it. As a result, companies that have been unable to find all the financing required for the project (which is often the case) are obliged to obtain another mortgage and add substantial interest costs to their operating expenses (see Chapter 4 ( The impact of insufficient funding). 

The need to draw on contingency funds to deal with a crisis caused by major breakdown or the extremely run-down state of a building was the example that was most often cited by companies at the roundtables. Crises also occur when the highly dilapidated state of premises dissuades insurance companies from assuming the risks involved. This forces companies to make improvements without conducting feasibility studies or arranging for additional financing. This situation is common and has major repercussions for owner-companies or operator-tenants.

 "The roof was leaking so much during the performances that we had no choice but to repair it. Until then, we had been unable to set any money aside, but the urgency of the situation forced us to take out a loan. Since we are only an operator-tenant, the cost of these repairs will not bring us a direct return. They are non-capital costs.” 

- A medium-size dance company

This situation clearly illustrates the extent to which the impact that a construction, renovation, conversion or leasehold-improvement project can have on a company’s operations is not always estimated at the outset. The only exception is operator-tenant companies that decide to purchase a building after renting it for several years ( their purchase costs have less impact because they are already accustomed to managing the building. 

For operator-tenant companies, the sums invested in leasehold improvements have a significant impact: such improvements are difficult to finance because the company does not own the building concerned. For an owner, a decrepit or outdated building is a declining-value asset. 

The impact on resources and operating costs 

We have seen that the ratio of facility-operation-related net expenses to a company’s overall expenses varies between 8 and 12% for owner companies and between 5 and 7% for tenants. We need to remember that these are the expenses incurred in managing performance, rehearsal, workshop/warehousing and administrative facilities and that they are fixed costs for the owner-company or operator-tenant, and, in some cases the non-operator tenant. 

Being the owner of a new or newly renovated building entails new operating costs: 

“The first year of operating a new performance hall brings unexpected fixed costs; that first year is ‘uncharted waters:’ How much will energy costs be, for example?” 

- A medium-size theatre company
Fixed costs 

Taking on annual fixed operating costs represents a major challenge for companies. Fixed operating costs include expenses like heating, insurance, security and maintenance, fixed labour outlays especially with respect to the payroll for unionized employees, rent or mortgage interest and energy. Constant annual increases in a facility’s fixed operating costs, which the company cannot control, requires the company to be extremely vigilant in its management. For example, 2001-2002 was the year when insurance premiums for public premises skyrocketed.
 These rate increases were hard to absorb within a company’s general expenses. Also, any expansion project adds to square footage, which automatically entails higher maintenance costs. 

Equipment maintenance expenses fluctuate. Technology changes rapidly, over and above the normal life cycle for the equipment.  

“The cost of equipment breakdown, after the extended warranty has expired, especially for equipment bought on the cheap and the failure of heavy equipment, like a compressor or furnace, poses a heavy financial burden.”  

A large theatre company

The regular replacement of equipment (furniture, box-office system, etc.) makes it possibly to self-finance the equipment more quickly because of the operating-cost savings produced .  

Variable costs 

To cover fixed costs, most companies resort to lowering variable costs in production, administration and marketing (performer fees and management salaries). The company’s room to manoeuvre thus lies in lowering production-related expenses. 

Human resources

Generally, employee expenses are kept as low as possible, but this results in employee-retention challenges for companies: high staff turnover can create the extra expense of training new employees.  

“Modern managers suffer from stress and burnout and many of them are quitting their jobs in the arts and heritage sectors earlier than planned. Staff turnover is excessively high and has detrimental impact on the people and companies affected.” 

The workforce for facility operations is totally involved in maintenance work. Because of a lack of financial resources, it is seldom possible to add human resources to develop projects or expand the building.  The lack of earmarked funds keeps human resources at a minimal level. It is more difficult to obtain funds for personnel than for equipment upgrading.

Bringing a building up to standard  

Occasionally, companies find themselves offered, sometimes for a nominal $1.00, a building that is either old and empty or has heritage value. Regardless of whether the building is a “gift from heaven” or a “poisoned chalice,” this gift must be brought up to standard and made safe and operational. This involves major expenditures that will impact company operations in both the short and long term. Major funding is required to do a good job in this respect. 

The revenue potential of performing arts premises

Problems and issues 

We have seen that when revenues from operating a performing arts facility are compared with the facility’s operating costs, large companies cover 51% of their costs and medium-sized companies 58%.  

Operating revenues are higher for owner or long-term tenant companies. In absolute amounts, such revenues for large companies can reach almost $800,000, and small companies almost $25,000. Although theses revenues are particularly sizeable for large companies, they vary with the popularity of the shows presented. 

“The many challenges faced by large performing arts organizations (include) declining public funding, a levelling off of private support and dropping attendance rates. The organizations are financially fragile and, for the most part, do not have the means to dramatically alter their operations given their cost structures which entail a high level of fixed costs.” 

Owner or long-term tenant companies that operate creation/rehearsal or performance facilities (mainly in dance and theatre) derive considerable revenue from sub-leasing their premises. Such companies have control over their event calendars and the use of their space. On the other hand, for tenant companies, it goes without saying that there is virtually no sub-leasing, since they rarely have control over the dates on their space-booking calendars. Sub-leasing is a source of supplementary income but not a magic solution. Indeed, the sub-leasing of facilities requires a certain measure of management resources. This is not often the case because if the company allocates a committed resource and includes the inherent administrative costs, the activity would probably operate at a deficit. Since in most cases, the clients using the facilities cannot afford the true rental cost, the company usually decides not to invoice its administrative and management costs and gives the additional responsibility to a staff member who is already occupied with other duties. 

We must stress that the facility users are organizations that fall within the owner company’s mission, namely, cultural, community and emerging arts organizations. The scarcity of adequate facilities in a given community creates strong local demand and the owner company must therefore be careful with the time it allots to sub-leasing since its primary use should be to either create or produce its own shows (in the case of rehearsal facilities) or present them (in the case of a performance halls). The large companies, which are the ones that primarily play the role of community “service centre,” both incur costs and generate revenues in the process.  However, the efforts that owner companies make to encourage cultural, community and emerging arts companies are not always subsidized. Too many loss-incurring sub-leasing activities lead owner companies to abandon this role of providing encouragement and to turn instead towards renting to private profit-oriented businesses for uses like private corporate functions and film- or television-related activities. 

Another set of problems that should be mentioned is the fact that the under-equipped nature of some facilities make them non-competitive in the sub-leasing market.

“Investment to bring our equipment up to the standard required to rent it for rehearsals to other dance companies, for example, would generate additional sub-leasing revenues for us.” 

- A medium-size dance company

Performance hall owners (mostly in theatre) directly control the relationship with the client, much more so than non-operator tenants. They thus tend to diversify their revenues by various other income streams from bars, restaurants, concessions, cloakrooms, boutiques and parking. 

We have seen that this activity generates an average gross margin of 26% to cover cost of goods, where required, and profit. The advantage of this type of income source is that profits could eventually be applied to performance facility management. This is particularly true when the very location of the facility draws major crowds, as, for example, when the facility’s bar, restaurant or boutique is located on a main thoroughfare in the downtown of a large city.

On the other hand, excessive diversification of activities outside the organization’s primary mission is not generally useful. Thus, the performing arts companies feel that the development of spin-off and in-house boutique products should be directly related to their core mission and activities. 

“We refuse to open a café or a restaurant because we think that the management involved would draw us away from our theatrical activity.” 

· A medium-size theatre company 

“Although it might seem ridiculous, we decided to renovate the theatre bar because it generated the highest amount of operating revenue for the theatre.”  

- A large theatre company

Just like the revenues from sub-leasing and other activities, significant income can be derived from ticket surcharges. Some companies have charged their clients a ticket fee to cover facility-operating costs. This variable charge is over and above the basic ticket price. When there is a drop in attendance, this naturally affects the fixed costs to operate the box office.

“The increase in number of performances naturally increases revenues and helps us amortize our fixed costs. On the other hand, when attendance drops, we cannot reduce our fixed costs to offset the shortfall.” 

· A large theatre company

There is no doubt that fund-raising campaigns involving government (grants) and the private sector (donations and sponsorships) to finance capital projects (construction, renovation, conversion or leasehold improvements) can produce income. Several funding programs exist for this purpose. The private sector seems willing to finance capital expenditures. However, the funding of a building that belongs to a municipality (even if it is managed by a performing arts organization) is bound to make it difficult to persuade private sources to contribute to it. Fund-raising for capital projects tends to draw money away from funds for general operations, including facility management costs. 
 “We are afraid of the next major fund-raising campaign in our city to renovate a cultural facility. The amount of money needed is so high that it empties the coffers for artistic activities, especially for the upkeep of existing artistic equipment.” 

 A medium-sized music company.

Competitive friction is thus created between annual fund-raising for the company’s general operations and special fund-raising for specific capital projects. This creates a dual difficulty because, on the one hand, there are no statutory grant programs that cover facility-operating costs, and, on the other, few sponsorships or contributions are offered to cover facility management expenses. 

The challenges in managing premises

The aim of balanced management in a company is to support, maintain and increase the company’s artistic quality, continue developing its audience, and provide its artists and technicians with a suitable working environment.

Companies are generally very familiar with their own management and the reality of their operations and are capable of coming up with creative solutions. However, it is clear that very few of them are able to cover all their operating costs. Their main challenge is thus how to avoid severely reducing their budgets for creation, production and performance. They have to demonstrate a highly innovative and finely honed management approach to avoid falling into this trap. 

Being able to stabilize fixed costs calls for considerable ingenuity. Some companies have found it advantageous to sub-contract some of the expense categories, such as maintenance, so as to ensure a uniform rate for a specific period of time. Others provide for a position of full-time building manager to prevent the building from becoming run-down too quickly.

When a company diversifies its revenue sources to cover its premises operating costs, this can involve additional expenses, which, if not well managed, are bound to result in further losses. Because of a lack of time and human resources, the companies tend to overwork their workers and still run the risk of a deficit. In such circumstances, some of them turn to their local community for financial support. 

“We saw our community really get involved when the dilapidated state of our theatre became an embarrassment for not only the business and artistic circles but for the neighbours as well.”

- A major dance company

“The support of community leaders and both actual and potential donors is the key to successful private fund-raising.” 

Vibrant facility management thus requires alertness, discipline and the ability to provide an organizational framework. 

The companies attending the roundtables acknowledge that facility management costs need to be clearly identified in the process of obtaining funds for facility operation expenses. In this sense, the management standards identified in Chapter 8 of this study are seen as necessary markers. 
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Chapter 4

The impact of insufficient funding
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Problems and issues 

When a performing arts company has insufficient funding for a construction, renovation, conversion or leasehold-improvement project, it is forced to make compromises that take effect as soon as work on the project finishes. 

On the one hand, the work that is still left to do will be deferred: the company cannot close its premises for long and has to bear the consequences of many uninterrupted project activities and the resulting inconvenience. For instance, equipment purchases will often be set aside or postponed. The premises will not be totally operational at all times. It sometimes happens that by the time the last phase of a capital project is completed, the first phase is already outdated. The company also runs the risk of being perpetually involved in fund-raising to complete each phase of renovations. 

On the other hand, insufficient funding can also result in a mortgage that the company is forced to take out and whose interest payments weigh heavily on company operating costs. 

 "Because we did not line up all the financing required ten years ago, we still have another 15 years of mortgage interest payments to make, which places a heavy burden on our annual operating costs.”

 



- A small theatre company
Another example of the medium and long-term effect of incomplete funding is that companies are forced (and with good cause) to reduce the cost of the initial project and live with the resulting restrictions. On the other hand, reducing stage equipment costs may very well result in equipment rental expenses in the future: 

“When we built our theatre 8 years ago, we left out a rehearsal room; since then, we have had to rent a rehearsal room around 15 km away from the theatre.” 
- A medium-size theatre company 

A lack of funds for regular, day-to-day maintenance of the building results in accelerated wear-and-tear and can entail urgent, major repairs. The phenomenon  of obsolete technical equipment is somewhat different. Since technology makes rapid progress these days, companies have to adapt and upgrade their equipment regularly in order to stay competitive in the marketplace.

The challenge of obtaining technical expertise 

Most companies go ahead with the capital project even before financing has been totally arranged. They sometimes take more than five years to reach this stage. By that time, the data used at the start of the feasibility study on the project will have changed. As a result, the estimate of the project’s impact will be erroneous. Is this problem caused by a lack of financial or technical resources or is it simply foolhardiness, as some people claim?   

The Flying Squad program

According to the companies surveyed, the technical support provided by the Flying Squad program is greatly appreciated because it fosters skill development and gives companies the tools to take charge of their own destiny. The companies would like the following assistance services to be added to this support program: pre-feasibility studies; construction site management; and developing or funding capital projects (purchase, renovation or construction).   

Guide on conducting feasibility studies

The purpose of a feasibility study is to prepare a realistic portrait of a facility-related project that involves construction, purchase, renovation or the conversion of an existing building. The scope of the study will vary depending on whether the project involves new construction, upgrading existing equipment or converting a building for performing arts usage.  

Companies need to be able to make a prior assessment of their needs, based on the full range of their activities in administration, creation, production and/or performance for the years ahead. Ideally, they should predict their needs for the five years following completion of the project covered by the study and calculate the impact of its cost on the organization’s operations. If any hold-up in obtaining funding delays the project timetable, the company would be well advised to update the feasibility study. 
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Chapter 5

The impact of lack of capital reserves
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Problems and issues 

The capital reserve or earmarked fund is a fund that comes from the operating surplus and generally helps improve, acquire and renew artistic equipment or buildings (capital reserve), finance special artistic projects (earmarked fund), or cover unforeseen deficits (non-earmarked funds). The reserve is a direct reflection of the health of the company’s working capital. 

Absence of surplus

Since the working capital ratio of performing arts companies is generally low, hovering between $0.62 and $1.31 in the best of circumstances, it is logical to conclude that in most cases not only is there is no operating surplus, there is actually an operating deficit.

Performing arts organizations often prefer not setting up a reserve, not out of negligence but mainly because they have trouble generating an annual surplus. Several companies say that they cannot create a reserve  because they run an operating deficit more often than not. When there is a surplus, this is redirected into production, salaries and equipment.  

However, the companies agree that if they did not constitute a reserve, they would be unable to deal with contingencies that could destabilize their operations, stall their development and perhaps reduce the time spent on creating.

What should be the optimal percentage of the operating budget that a company should allocate to a reserve? There is no magical figure to suggest. The amount of capital reserve depends on the age or life cycle of the building and its equipment. The amount of the capital reserve can however be calculated on the basis of the life cycle or replacement cycle for major pieces of equipment that have been identified in advance. ( for example, a carpet that should be replaced after 9 years. This type of information represents a good indicator for both the capital reserve and the annual depreciation rate. 

On the other hand, some companies fear a standardized approach and the danger of losing flexibility. 

The challenge of building a reserve

It seems that the best way to build up a capital reserve is to provide for it at the fund-raising stage when plans are being made for the construction, renovation, conversion or leasehold-improvement project in question.  

Several large owner-companies suggest that the various types of company reserve could be categorized as follows (not necessarily in priority order):

Non-earmarked reserve:

· Liquid reserve: The amount of this reserve is based on the liquidity required for the minimum number of months that the company deems necessary for its own self-insurance.

Earmarked reserves:

· A capital reserve earmarked for equipment and buildings. The amount of the capital reserve is calculated on the basis of the life and replacement cycles of major pre-identified pieces of equipment. This amount is also calculated on the basis of the size of capital spending (repairs, replacement, renovation or construction) that the company  plans to carry out on its present or future properties in the short or medium term.

· Artistic development fund: The amount of this reserve is calculated on the basis of the nature of the artistic projects scheduled on the company’s event calendar or on the risk of box-office shortfalls for a particular work, for example.  

The companies also suggested that:

· The various reserves be specifically noted and maintained in financial statements and that they be separate from the operating surplus.

· A special fee of $1.00 per ticket sold and $4.00 per subscription be charged so as to build up a capital reserve or earmarked fund.

Following the example of several stabilization organizations (stabilization funds), the British Columbia Arts Council has adopted a number of specific standards that it recommends for performing arts organizations: working capital (short-term assets minus short-term liabilities) that is sufficient to cover three months of operations and a liquid reserve (non-earmarked reserve) of up to 25% of annual revenues.
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Chapter 6

The various management models

 and what they involve 
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During the roundtables and the interviews with the companies, we assessed eleven facility management areas in terms of the relative ease or difficulty they represented for performing arts companies, classified by three types of premises occupancy status: owners, non-operator long-term tenants and operator long-term tenants.  

As shown in Chart 13 – Relative ease and difficulty of management activities by premises occupancy status, owner and operator long-term tenant companies more or less share the same operational realities, whereas non-operator long-term tenant companies have quite a different profile. 

Chart 13: Relative ease and difficulty of management activities by premises occupancy status 
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Here is a comparative description of the various management activities :

1.
Control over event schedule: Long-term non-operator tenants have very little control over date availability in the premises they rent, especially for performance halls. This situation is based on the bargaining power these companies have with their landlords. Not counting exceptions, these companies generally have no control over any improvements their landlord might make to the building or in terms of renewing equipment or upgrading interior spaces. Even resident companies have 

Here is a comparative description of the various management activities:

1.
Control over event calendar: Non-operator long-term tenants have very little control over date availability in the facilities they rent, especially in the case of performance halls. This situation results from the bargaining power that they have with their landlords. Notwithstanding certain exceptions, they have no control over any improvements their landlord might make to the premises, or over any equipment renewal or space improvements. Even for resident companies, their tenant status gives them very little power to affect the destiny of the premises or take part in the decision-making process. 

2.
Suitability of premises with respect to needs and 3. Efforts to look for suitable premises: Owners can choose their premises and adapt them as required during construction or renovation. But they can also be tied to their premises, if rapid expansion has either not been provided for or has not received the funds required to alter the premises to suit their needs. The sharing of common space as well as of space for creation, production, rehearsal and performance activities seems to be a solution that some companies would like to consider and others have already adopted.  

4.
Facility management efforts:  For owners and operator tenants, this means being responsible for building and equipment maintenance (financial and human resources), whereas for non-operator tenants, it just means equipment maintenance. 

5.
Extra revenue potential: Because they deal with clients directly, both owners and operator tenants benefit from potential extra revenues from sub-leasing, ticket surcharges and other services like concessions, bars or restaurants. This is not the same for non-operator tenants. 
6.
Capital asset costs: Owners work with known long-term capital asset costs; this may be advantageous.
7.
High lease costs: Being just a non-operator tenant  has the disadvantage of being subject to rent increases. On the other hand, certain lease situations can be advantageous.
8.
Constraints on the ability to raise additional funds: We have seen in Chapter 3 that competitive friction develops between the fund-raising campaigns that owner companies conduct annually for their regular activities and those initiated for specific capital projects The ability of tenant companies to raise additional funds would be more flexible in this respect.

9.
Renovation and replacement costs: Any improvements to the premises are advantageous for the companies, but there can also be drawbacks. Making premises adequate and suitable for the artistic discipline a company practices entails higher operating costs. Although expanding or renovating premises or moving into a new building has a directly positive impact audience development, there is also a permanent impact on costs.  
10.
High operating costs: For owner companies, high operating costs can limit their ability to raise regular outside funding for their productions.  On the other hand, non-operator long-term tenant companies can pay high rental costs that may be subject to increase.

11.
Community service mission: Sub-leasing premises can service an entire community of users, clients, artists and technicians. This role is more practical for owner or operator long-term tenant organizations.
In brief, owning premises connotes several advantages that are also shared with long-term operator tenants: decision-making autonomy, flexibility, known long-term situation, community service mission and no need to look for premises. At the same time, owning premises involves more administrative and financial responsibility than that borne by operator long-term tenants. On the one hand, the value of the property is an asset for owner companies, while, on the other, improvements made by tenant companies are investments that might not yield a direct return ( they are non-durable investments. Lastly, non-operator tenant companies have fewer administrative responsibilities, but, with some exceptions, generally risk running into situations that are difficult to handle or entail serious consequences for their artistic activity or financial situation ( for example, non-availability of space at certain times, inadequate rehearsal rooms or performance auditoriums, and rent increases that they have no control over. Such problems are actually quite common for tenant companies. 

Management case studies 

The following paragraphs use three actual case studies to illustrate three property management models that could suggest possible approaches for companies with similar characteristics.  The situations cited in this section are examples of approaches rather than recommended models. Like most performing arts organizations, the companies mentioned here experience difficulties in managing their facilities. While each of them has developed their own expertise in this regard, they all have one thing in common: either the involvement of private sponsors (Edmonton Symphony Society) or government, especially municipal agencies (Théâtre les Gens d’en bas, a medium-size theatre company in the Rimouski region of Quebec.) 

“It is a question of developing a model that our partners find realistic and practicable and which will facilitate project funding and day-to-day management. Such partnering involves the meshing of common, compatible interests. Even when renewing the memorandum of understanding, the key lies in the interest of the council members and their sensitivity to culture as a driving force for tourism, the local economy and the community at large.” 

For each case study, the following details are provided: a brief description of the company; the characteristics of its facility management situation, and the relative ease or difficulty of its management activities.

Non-operator long-term tenant, large music company:

Organization: Edmonton Symphony Society, Edmonton, Alberta.

Premises: Performance hall, rehearsal rooms and offices 

Management type: The building is managed by a board of directors composed of representatives from the Edmonton Symphony Society (tenant) and the Winspear Centre - Edmonton Concert Hall Foundation (owner). A management team composed of both parties pools the premises management  efforts of employees working for each organization. The Edmonton Symphony Society has priority in choosing dates on the event calendar. 

Advantages: 

· Better control over the event calendar

· Ability to upgrade the premises (mainly  acoustic improvements in this case); reduced management duties because they are shared  

· Better revenue potential through control over the box office and better attendance through its choice of dates

· Not responsible for capital asset costs or facility maintenance and improvement 

· Relatively low operating costs: only half the payroll. 
Drawbacks: 

· Rental costs can become very high if the competition agrees to pay higher rent  

· Investments that cannot yield a direct return and are non-durable. 

Owner, medium-size dance company

Organization: Dance Centre, Vancouver, British Columbia 

Premises: Rehearsal rooms and offices

Management type: Management organization whose board consists of users of the facility who have chosen to share time-space with other organizations, rather than being owners in their own right

Located in a high-cost urban district 

Major municipal funding 

Advantages: 

· Better control over the event calendar 

· Adequate onsite facilities (quality of dance floors in this particular case) at a relatively  affordable cost in an expensive real-estate environment 

· Less management responsibility and lower facility maintenance and improvement costs because they are shared 

· Fulfils community service mission.

Drawbacks: 

· Each organization must share the choice of dates on the event calendar with the others 

· Revenue is potentially low because of the community service mission 

· Excessively high taxes.

Operator long-term tenant, medium-size theatre company 

Organization: Théâtre les Gens d’en bas, Le Bic, Quebec 

Premises: Performance auditorium and offices

Management type: The memorandum of understanding between the company and the municipality makes the municipality responsible for building maintenance, while the company is responsible for managing the theatre; in practice, each party duly carries out its respective responsibilities. The operating agreement is based on an equal partnership whereby the efforts of each partner are pooled to attract tourists, stimulate other activities, bring fresh energy and provide culture.  

Advantages: 

· Total control over the event calendar 

· Adequate onsite facilities (a theatre in this case) 

· Management structure that allows for facility alterations to meet tenant requirements, although still limited by the tenant’s financial means

· Better revenue potential through control of the box office 

· No responsibility for capital asset costs or facility maintenance and improvements 

· Relatively low operating costs assumed by the municipality 

· Fulfils community service mission.

Drawbacks: 

· Inadequate stage equipment due to lack of funds

· Potentially low revenue because of the community service mission  

· Investments that cannot yield a direct return and are non-durable.
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Chapter 7

The funding agencies 
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Most of the performing arts organizations that took part in the study consider the Canada Council for the Arts as an important lever vis-à-vis other levels of government. It is seen as the body that sanctions artistic excellence and is able to recognize the needs of the organizations that it gives grants to. By directly supporting a company’s artistic development, the Council becomes directly concerned in the matrix of circumstances of creation, production and performance that arts organizations experience. Most performing arts companies might find the Council’s decision not to invest in facility management as a restrictive attitude since their physical working conditions form a whole that embraces artistic development, facility management and everything in between. Since the Council cannot become involved in funding facility operating costs, the companies feel that it should be consulted about federal government programs that fund construction, renovation, conversion or leasehold-improvement projects, mainly because of the impact such costs have on company management. 

Communication and partnership

The companies say that they are aware of the importance of good communication with their liaison at the Canada Council. Most of their comments are eloquent along the same lines. The employees at both the Canada Council and the Department of Canadian Heritage do excellent work and are alert and sensitive to the realities of the organizations they give grants to. The funding agencies are proactive and attentive to needs of arts organizations.  

The communication and consultation process must remain dynamic so that both arts organizations and government representatives benefit from the information needed to be aware of the issues involved in facility management and then work together to find solutions. Here are the suggestions the companies made for making the communication and consultation process a permanent arrangement: 

· Open relations and regular, direct communication

· Annual or biannual regional meetings with representatives of both the Canada Council for the Arts and the Department of Canadian Heritage

· Annual update on the company's situation and needs with respect to the premises it occupies.

· Mechanisms for measuring the economic impact of the company's facility management activities. Specifically, the companies would like to have the  financial means to  adequately conduct a feasibility study to systematically estimate the impact of capital asset and renovation costs on company management in subsequent years  

· A consultation mechanism for preparing new programs; 

· Creation of a climate of trust between the funding agencies and individual arts organizations. 

A co-ordinated, integrated approach

Co-ordination means playing a leverage role with the funding agencies. A financial commitment by one of the federal agencies is very helpful in encouraging a financial contribution from other levels of government. However, this leverage role is difficult when the provinces and municipalities concerned do not have the programs to link with the federal programs. For example, Canadian Heritage’s Cultural Spaces Canada program calls for linkage with different levels of government (provincial and municipal), but, to a great extent, provinces and municipalities do not have cultural policies or programs to invest in capital cost projects. Thus, the Canada Council and Canadian Heritage could play a leverage role in helping the various financial partners become more aware in this regard.

Co-ordination means coherence and continuity reflected in the complementary  character of programs to fund capital assets and facility management. When an agency funds access to equipment and buildings, its programs should be complemented by other programs for operating, maintaining and eventually replacing the assets.

A co-ordinated, integrated approach means cohesive support to the arts and culture community in the form of support for the overall development of arts organizations, i.e., for renovation and facility operations as well as for creation, production and development. 

“Comprehensive capitalization requires the creation of capital programs, endowment programs and operating funding programs that strengthen and facilitate the artistic mission.” 

Co-ordination means an integrated system of deadlines and grant-awarding timeframes.  The burden of waiting for responses and the totally different deadlines between the various program schedules of the other financial partners can undermine project implementation.

"We lost a federal grant that was conditional on obtaining a provincial grant; but the provincial response arrived too late for the federal deadline.” 

 


- A medium-size theatre company

Managing the awarding of grants places a heavy administrative burden on the companies. Three factors are involved: delay in awarding the grants weakens the cash position of recipient organizations; how the grant will be awarded is sometimes only disclosed when it is paid; and the number of stakeholders concerned in the funding agency makes negotiations more complicated.   

Acknowledging operating costs and making them eligible for grants
Specific facility operating costs do not seem to be recognized in the grant programs, since they are not specifically mentioned in the operating assistance forms. This aspect is particularly important because such operating costs are not covered by any grant program for either owner companies or tenant companies. However, in some programs, rental expenses seem to be favoured over costs relating to facility ownership. For example, the rental cost for rehearsal rooms is eligible under production costs, whereas owner companies cannot include rehearsal space for a production as an operating cost. Moreover, consideration should be given to organizations that do not have the same capacity for generating revenue from their premises, as is the case with groups like Aboriginals, the cultural communities and next generation or emerging artists.

Part III 

Possible Solutions ( Recommendations
“The key is to being able to convince partners

 that their interest lies in trusting the artists’ audacity.”

Chapter 8
Recommendations on management standards and accounting practices 

The companies’ assets and liabilities were analysed to situate their equipment and capital asset situation in the wider context of their overall financial health. In terms of assets and short-term liabilities, working capital was identified as one of the best indicators of a given company’s financial health, since it shows the company’s ability to respond to an emergency, such as the breakage of a major piece of equipment. Over the long term, a given company’s capital reserve and depreciation situation are two indicators that make it possible to assess the company’s long-term viability, including its ability to upgrade its premises or replace out-of-date equipment.

8.1 Working capital 

Working capital is an indicator of a company’s financial health, and, when balanced, underpins the soundness of its day-to-day management. A company’s financial situation thus exerts a major influence on how it manages premises that it owns or rents. 

The working capital ratio gives a good indication of a company’s ability to pay its short-term liabilities. The state of affairs described in the Part I of this report reveals that the working capital ratio of the companies studied is generally low, since it hovers between a low of $0.62 and a high of $1.31. Generally, a ratio of $2.00 in short-term assets for each $1.00 of short-term debt is considered desirable in the case of both for-profit and not-for-profit companies. 

8.1.1 Maintaining working capital as close as possible to the $1.00 ratio 

We recommend that the Canada Council for the Arts encourage performing arts companies that manage premises, regardless of whether they own or rent, to increase their working capital to a minimum ratio of $1.00. This would give them a positive short-term balance sheet and fully cover all their short-term debts. 

When companies own buildings or equipment, this ratio should tend to exceed $1.00. The recommended procedure for creating reserves (see 8.2) should help improve the working capital ratio. 

8.2  Reserves or dedicated funds

Less than one third of performing arts companies have already established a capital reserve, but more than two thirds say that they are ready to establish one. Reserves are generally established to meet various repair, replacement, renovation or construction needs facing a company's property or equipment (capital reserve). A reserve can also be established to meet contingencies (liquid reserve) or develop artistic or other projects (development fund). Without having set up such a reserve, companies are not in a position to meet unexpected demands that could destabilize their operations, retard their development and, in some cases, force them to reduce the time for creating new work. 

Both use of the reserve and the amount it consists of depends on what type it is and the age or life cycle of the building and equipment concerned. 

8.2.1 Acknowledging that a reserve exists on a company's financial statements 

We recommend that the Canada Council acknowledge the existence of a company’s dedicated funds or capital reserve without such a fund affecting the size of the grant awarded to the company. 

A company may set up several types of reserve. The amounts allocated need to be consistent with the parameters defined for each category: 

· Liquid reserve or stabilization fund: The amount of this reserve is based on the liquidity the company needs for a certain minimum period of months that only the company can determine as a form of self-insurance. 

· Capital reserve for equipment and buildings. The amount of the capital reserve is calculated on the basis of the life and replacement cycles of major equipment and identified ahead of time. This amount is also calculated on the extent of the property-related spending (repair, replacement, renovation or construction) that the company intends to undertake on its current or future properties in the short- or medium-term.

· Artistic development fund: The amount of this reserve is calculated on the basis of the type of artistic project envisaged in the company's plans. 

8.2.2
We recommend that reserves be noted on companies’ financial statements in a specific, ongoing manner and that such amounts be distinguished from the operating surplus. Individual companies should provide a detailed explanation of the purpose of their operating surplus and how they intend to allocate it.  

8.2.3
We recommend that companies adopt as far as possible the standards adopted by the B.C. Arts Council, as approved by several stabilization organizations (Stabilization Funds), which stipulate in particular that working capital (short-term assets minus short-term liabilities) be sufficient to cover three months of operations. This means that individual companies may build up liquid reserves (non-dedicated reserves) worth as much as 25% of their annual revenues without this affecting the level of operating support they receive. 

8.3  Depreciation methods 

According to the legislation governing accounting rules in Canada, every company is now obliged to apply the methods indicated in CICA (Canadian Institute of Chartered Accounts) accounting procedures. The thrust of our recommendations is therefore that deprecation methods be applied as follows: 

8.3.1
Apply the standard accounting procedures recommended by the CICA guide and use depreciation rates based on current accounting practice 

We propose to the Canada Council that it recommend to performing arts companies that they use methods and depreciation rates based on the standard accounting practices recommended in the CICA guide for for-profit and not-for-profit companies. 

These procedures stipulate that the value of capital assets should be recorded on the basis of their purchase cost and depreciated over their useful life. In addition, following standard accounting practice, we would like to suggest the following rates:

· Land should not be depreciated, but be recorded as a capital asset.

· Buildings: Written-down value at a rate of 4%

· Leasehold improvements: The straight-line depreciation method for the duration of the lease and any optional renewal period.

· Computer equipment: Straight-line method over 3 years.

· Furnishings and fixtures: Write-down method at a rate of 20%

· Heavy machinery: Write-down method at a rate of 20%

· Vehicles: Write-down method at a rate of 30%.

8.3.2 Depreciate stage and performance auditorium equipment on the basis of standard accounting practice in the performing arts sector 

Since no special guidelines exist for stage and performance hall equipment, we recommend that the standard practices applied by the artistic community be used. At present, companies that own equipment generally use the straight-line method. They depreciate their stage equipment over 7 years and their performance hall equipment over less than 5. 

8.4 Guidance on feasibility studies

The purpose of feasibility studies is to prepare a realistic picture of a project involving construction or purchase or the renovation, enlarging or conversion of existing premises. The scope of any study depends on whether the project is to build new, upgrade existing equipment or to convert an existing performing arts building. 

Companies need to be able to assess their needs in advance, on the basis of their future administrative, creation, production and/or performance needs. Ideally, companies should forecast their needs over the five years that follow completion of the work covered by the study and assess the cost impact of such a project on their operations. 

8.4.1
Providing performing arts companies with guidance on feasibility studies 

We recommend that both the Canada Council and Canadian Heritage implement the "Guide on conducting feasibility studies" contained in Part IV of this study. Implementation of this guidance will give companies that wish to carry out a building project indications on what a feasibility study designed to obtain funding for a premises project should consist of. 

8.4.2
Determining the financial impact of a premises project on company operations 

We recommend that the Canada Council consider the breakdown of expenses and income contained as an appendix to the  "Guide on conducting feasibility studies" in Part IV of this study. This would help both the companies concerned and the Canada Council have a more accurate sense of the cost impact of premises projects on individual company operations. 

8.5  Information on health and safety in the arts

It is important for companies to comply with basic occupational health and safety standards when developing a property project.

8.5.1 Make available to performing arts companies information on onsite occupational health and safety standards

We recommend that Part V of this study consisting of the guide, Information on Health and Safety in the Arts, be used in both the Canada Council of the Arts and the Department of Canadian Heritage. This information gives companies wishing to carry out a property project an idea of the tenor of existing codes, legislation and regulations that govern the carrying out of property projects.
8.5.2 Keep up-to-date the information on occupational health and safety considerations in the performing arts.

Chapter 9
Recommendations on grant programs and their management 

9.1 
The Canada Council for the Arts and the Department of Canadian Heritage should ensure that the recommendations in this study are implemented
Organizations say they are concerned over the use the Council and Canadian Heritage will make of the study and they are anxious to see its recommendations integrated into the mechanisms of program support, the programs themselves, and the grant applications.

9.2
The forms for Canada Council for the Arts operating support programs should be designed so as to better reflect the expenses and revenue that are specifically related to premises and equipment, including touring equipment

We recommend that this form include the breakdown of expenses and revenue as shown on the form appended to the “Guide on conducting feasibility studies,” so that the Council can better assess companies’ actual costs and relative needs.

9.3   A detailed one-page financial statement for the company concerned should be attached to the grant application forms

In view of the importance of capital reserves and the depreciation situation as key indicators of a company’s long-term viability, we recommend to the Canada Council and Canadian Heritage that a page be added to their forms that would enable applicant companies to provide a detailed financial statement.

9.4 
The Canada Council and Canadian Heritage should take into account the costs relating to the operation of premises and equipment, including touring equipment

For a more accurate picture of the financial situation of companies that manage performing arts premises and to be in a position to assess the impact of the cost of operating these premises on company operations, we recommend as follows:  

9.4.1
The Cultural Spaces Canada program at Canadian Heritage should more systematically take into account the cost of managing performing arts premises 

As a means of reducing the companies’ administrative burden and being in a position to periodically pool and update this information with the Canada Council and other funding agencies, we recommend that the program form include the breakdown of expenses and revenue as shown on the form appended to the “Guide on conducting feasibility studies” in Part IV of this study. 

9.4.2
Canada Council operating support programs should take into account the additional operating costs and revenue associated with construction, renovation or equipment projects 

As a means of reducing the companies’ administrative burden and being in a position to periodically pool and update this information with the Canada Council and other funding agencies, we recommend that program forms include the breakdown of expenses and revenue as shown on the form appended to the “Guide on conducting feasibility studies” in Part IV of this study. 

9.5
Encouragement should be given to any program that provides technical support to help companies with their managerial responsibilities
9.5.1
Look into expanding the scope of the Canada Council’s Flying Squad program 

We recommend that the Flying Squad program and its coordinators inform companies that eligible activities include assistance relating to work on pre-feasibility or feasibility studies (on the impact of property projects on company operations) as well as on the planning or funding of property projects or fund-raising for the acquisition, renovation or construction of premises. Such a flexible and accessible program would make it possible to  consult specialists and would provide companies with the tools to take charge of their own affairs and thereby fulfil the goal of the study which is to control the impact of property projects.

9.5.2
Ensure that the Flying Squad budget is increased accordingly   

9.5.3
Ensure that Canadian Heritage can use leverage with various financial partners, including foundations   

Since Canadian Heritage’s Cultural Spaces Canada program calls for twinning with various levels of government (provincial, municipal and foundations) and some provinces and municipalities do not have cultural policies or investment programs for capital projects, we suggest that Canadian Heritage use its leverage in making the various financial partners, including foundations, aware of the state of affairs in this regard as well as the conclusions reached by this study.

9.6
Collaboration between funding agencies should be encouraged 
Concerted efforts by the various funding agencies, the Canada Council and Canadian Heritage would help performing arts companies reach an acceptable level of premises management. Here are some suggested areas of cooperation:

· Collaboration in programs relating to premises management: capital assets, operations, stabilization, development etc.,

· Collaboration on timelines for awarding grants

· Coordination between companies with complementary needs and projects.  

PART IV

GUIDE ON CONDUCTING  FEASIBILITY STUDIES

Guide intended for use by performing arts groups

This guide was compiled as part of the Impact Study of Costs Relating to the Management of Performance Arts Premises in Canada
Prepared under the direction of Louise Poulin,

for the Canada Council for the Arts,

in collaboration with the Department of Canadian Heritage

GUIDE FOR CONDUCTING FEASIBILITY STUDIES ON

THE CONSTRUCTION, ACQUISITION, RENOVATION OR RE-USE

OF PERFORMING ARTS PREMISES

[image: image23]
INTRODUCTION

Who is it intended for?

This guide has been compiled for the benefit of all performing arts companies, including:

· Dance groups;

· Theatre groups; and

· Opera and music groups,

who wish to conduct a feasibility study on the construction or acquisition of a facility dedicated to the performing arts, as well as the construction, renovation, and re-use of already existing premises:

· Performance stages (wholly or in part: box office, lobby, balconies, etc.);

· One or more rehearsal spaces;

· Workshop and storage areas; or

· Administrative and other offices.
How will this guide benefit you?

This guide was compiled as a resource guide for organizations wishing to undertake a feasibility study and who require some guidance on the principal elements of a feasibility study and how to secure funds for the realization of the project.

Why undertake a feasibility study?

A feasibility study can provide your organization with a realistic portrait of the project you wish to undertake, including physical requirements of the building and/or equipment and/or human resources, as well as the related costs and a reasonable timeline for the project. Conducting a feasibility study allows you:

· To understand the necessary elements for the realization of the project, such as human resources, and material and financial needs;

· To envision the impact this project will have on the functioning of your organization from a personnel, material and financial perspective; and

· To provide your organization with a persuasive tool to help rally investors and sponsors to your project.

How do you use this guide?

· The first section of the guide defines the risks associated with a feasibility study and how to deal with them.

· The second section outlines the necessary elements of a feasibility study. 
· The third section will help, through a series of worksheets that evaluate your revenue in comparison to predicted operating costs, to measure the impact the cost of such a project will have on your organization

· The fourth section addresses the necessity, in some cases, to keep the project up-to-date.

SECTION ONE – PREPARING TO CONDUCT A FEASIBILITY STUDY

Defining Your Needs

Your organization should be able to foresee their own evolving needs, including administrative, creative, production and/or dissemination activities, over the long term. Ideally, an organization should be able to forecast their needs for the next five years, following the completion of the project (according to the date indicated in the feasibility study).

A feasibility study will only be successful if an organization has the capacity to define their needs realistically, as well as to elaborate their project(s) and expansion potential within the framework of their artistic mission. In her study addressing the space requirements of arts organizations in Ontario entitled, “Spaced… Out? A Study of Facility Needs of Small and Mid-Sized Performing & Visual Arts Organizations in Ontario,” Sandra Tulloch explains:

“The most successful facility projects are driven by the resident organization(s)’ strong sense of their artistic mission, their institutional capacity and their knowledge of their market.”

“Successful facility projects require realistic, honest appraisals and pre-planning, time, patience and perseverance. Always remembering that arts facilities should advance an arts organization’s artistic mission and enrich the audience’s arts experience, ignore at your peril.”

Surrounding Yourself with a Competent Support Staff

Once the needs of the organization have been determined, a team of competent individuals with in-depth knowledge of the subject must undertake the study. Whether it be a renovation project for a building already in use, the re-use of a building to make it suitable as performing arts premises, or the construction of a new presenting facility, because you are creating a performance space, it is imperative for that team to obtain a seasoned and independent stage professional (sound, lighting or acoustic engineer) who understands how a performance space operates and the related technology. Other members of the team should also include some of the following professionals: architect, and/or a structural electrical or mechanical engineer.

This team should be capable of establishing the project needs and related expenses.

Financing the Study

Each of the elements comprised in a feasibility study that are elaborated here bear an associated cost and as a result, they constitute an admissible, necessary expense in the execution of a feasibility study: pre-feasibility study (where applicable), feasibility study, impact study of related costs to your organization’s operations and project update (where applicable).

The Canada Council for the Arts’ Flying Squad Program, was established to provide support to organizations wishing to initiate expansion projects, as well as to individuals heading up these organizations who need help developing the skills, networks and support systems crucial to undertaking a successful feasibility study.

http://www.canadacouncil.ca/grants/theatre/thsh08-e.asp
http://www.canadacouncil.ca/grants/dance/dash09-e.asp
http://www.canadacouncil.ca/grants/dance/dash11-e.asp
The Cultural Spaces Canada Program, funded by the Department of Canadian Heritage, is notable for its support of projects undertaking to improve, renovate or construct facilities for arts and heritage activities, as well as its funding initiatives to secure specialized tools for conducting feasibility studies:

http://www.patrimoinecanadien.gc.ca/progs/ecc-csp/index_e.cfm
Furthermore, there are other levels of provincial and municipal government that sometimes offer grants to help finance feasibility studies and development projects involving the improvement, renovation or construction of performing arts premises. In some exceptional instances, certain corporations or foundations can also finance this kind of study. Check with your local provincial and municipal government offices to learn more about these alternatives.

SECTION TWO – WHAT IS A FEASIBILITY STUDY COMPRISED OF?

The scope of the study will change depending on whether the project entails a new construction, an updating of old equipment or the re-use of a building for a performing arts premises. However, the following 4 elements must be taken into account regardless of your particular situation:

I -  PRE-FEASIBILITY STUDY

· Evaluating the situation and determining needs necessitates:

· Addressing the real challenges being faced by the organization;

· Elaborating the specifics of any long-term development plan envisioned by the organization (nature of the performances, artistic disciplines involved, operating structure, how much room for administrative purposes, how much rehearsal space, number of in-house productions, possibility of touring performances, etc.); and

· Taking into account the other inevitable requirements of the project: real estate agent, zoning regulations, financing opportunities, community support, and a market research study.

II -  PRE-FEASIBILITY STUDY

The following milestones will not necessarily follow chronologically and may actually oftentimes occur simultaneously.

· Elaboration of an initial architectural report responding to the needs established in the last step (list of required space and net surface area), including a schematic drawing that explicates each space and its function

· Site and/or building search

· Schematic drawings to scale

· Initial list of stage equipment that needs to be purchased, with cost estimates

· Tally of total project costs, including:

· Preliminary estimate of construction costs (including professional fees) 

· Associated costs for demolition permits, project insurance, temporary financing fees, etc.

· In some cases, testing for the presence of asbestos and geotechnical analysis (soil testing) may be unavoidable, especially if there is a possibility that the site is contaminated or the soil is inappropriate for construction

· In the case of equipment upgrading, inventory of current equipment must be included, as well as an evaluation of their condition

Note: A preliminary estimate of construction costs must also be accompanied by a report outlining the condition of the building and the problems that might occur through use (whether it be in terms of general operations or conformity to safety norms), as well as a list of work that must be undertaken or at least validated (where needed) by an engineering professional (structural, mechanical or electrical expertise, depending on specific needs).

SECTION THREE – HOW TO EVALUATE THE PROJECT’S IMPACT
HOW WILL PROJECT-RELATED COSTS IMPACT YOUR ORGANIZATION’S OPERATIONS?

In order for you to determine your organization’s revenue in comparison to operating costs, read this section in tandem with the worksheets attached below.

· A long-term budget: evaluation of the revenue and operating costs that will be incurred during the 3 years following the completion of the project.

· Impact on general operations: 

· Explanation and detailed description of the facility’s operational structure and the team who will undertake it; and

· Commentary and approaches for variations and significant gaps.

SECTION FOUR – KEEPING INFORMATION UP-TO-DATE

Should a delay in obtaining financing significantly postpone the project’s timeline, it is appropriate to update information contained in the feasibility study.

· The professionals must re-examine and re-validate the ensemble of information collected in Part II of Section Two: Feasibility Study.

· The organization must be capable of re-submitting a new operational budget, as described in Section Three: Impact of project costs on your organization’s general operations.

Warning: In the eventuality that there is a significant change between the data collected in the initial feasibility study and the new, up-to-date data, there are reasonable grounds for considering the viability of another feasibility study.

APPENDIX I: WORKSHEET DETAILING FACILITY REVENUE AND EXPENDITURES

FACILITY EXPENDITURES


Last Fiscal Year


YEAR 1
YEAR 2
YEAR 3

Total Expenditures for your Organization
$
$
$
$







1. Premises Rental Costs (if leaseholder)


$
$
$
$

2. Rehearsal Space Rental Costs (if leaseholder)


$
$
$
$

3. Other Rental Costs, e.g. workshops, storage, offices, etc., 

    (if leaseholder)
$
$
$
$

Subtotal of all Rental Costs 
$
$
$
$

4. Mortgage Interest (if owner)


$
$
$
$

5.Total Amortization Costs, according to your Statement of Revenue and Expenses in your financial statements from your last fiscal year


$
$
$
$

6. Property Taxes
$
$
$
$

7. Utilities: heat, electricity, etc. 
$
$
$
$

8. Insurance Costs
$
$
$
$

9. Facility Maintenance and Repairs
$
$
$
$

10. Project Management Costs, resulting from facility acquisition, renovation or construction (including legal, consulting and banking fees)
$
$
$
$

11. Salaries for Facility Management and Maintenance Personnel (excluding production costs)
$
$
$
$

12. Salaries and Expenses Directly Related to Operating the Reception Area and the Box Office (including telephone and computer costs)
$
$
$
$

13.  Salaries and Expenses Directly Related to Reception and Box Office Operations (including communications expenses such as telephone lines, a direct line for credit and cash card approval, and Internet hook-up.)
$
$
$
$

14. Equipment Rental and Maintenance Costs
$
$
$
$

15.  Other Costs (explain)       _
$
$
$
$

Total Facility Operating Costs (Sum of 1-15)
$
$
$
$







16.  Number of employees per year1 dedicated to facility operations


     Employees
     Employees
     Employees
     Employees

17.   Of this number, how many employees per year were related to sub-rental activities?


     Employees
     Employees
     Employees
     Employees

FACILITY REVENUE
Last Fiscal Year


YEAR 1
YEAR 2
YEAR 3

Total Revenue for your Organization


$
$
$
$







1.  Rental Revenue: Stages


$
$
$
$

2.  Rental Revenue: Rehearsal Space


$
$
$
$

3.  Rental Revenue: Other Space (workshops, storage)
$
$
$
$

Sub-total of Rental Revenue
$
$
$
$

4. Box Office Service Fees (from another organization)


$
$
$
$

5. Other Service Fees Procured by your Organization (e.g. ticket surcharges)


$
$
$
$

6. Sponsorships, Publicity Sales, Donations or Private Partnerships Directly Related to Facility Management


$
$
$
$

7.1. Federal Grants and Contributions


$
$
$
$

7.2. Canada Council for the Arts Grants: Operational


$
$
$
$

7.3. Canada Council for the Arts Grants: Technical Support (The Flying Squad Program)


$
$
$
$

7.4.  Provincial Grants: Operations


$
$
$
$

       Provincial Grants: Specific Projects
$
$
$
$

7.5.  Regional Grants: Operations 


$
$
$
$

       Regional Grants: Specific Projects
$
$
$
$

7.6.  Municipal Grants: Operations
$
$
$
$

        Municipal Grants: Specific Projects


$
$
$
$

8. Contributions for Mortgage Payments (grants or private partners)


$
$
$
$

9. Other Revenue (bar, restaurant, concessions, coat-check, retail, parking, etc.)


$
$
$
$

10.  Other (explain)


$
$
$
$

Total Facility Operating Revenue  (Sum of 1-10)


$
$
$
$

11. Considering the operating costs previously outlined, do you anticipate an increase in ticket prices? If an increase is required for the hall capacity, please indicate the impact.

Box Office Revenue
Last Fiscal Year


YEAR 1
YEAR 2
YEAR 3

Average Price per Ticket


$
$
$
$

Hall Capacity


Seats
Seats
Seats
Seats

Percentage of Unit Price per Total Capacity 
%
%
%
%

Total Box Office Revenue


$
$
$
$

12. What impact do you foresee this project having on the hours worked by management?  How will you handle this?





















WHEN UPDATING PROJECT INFORMATION
13. If you are required to update your project information, what are your organization’s priorities in terms of project completion? What are the consequences?
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INFORMATION ON HEALTH AND SAFETY IN THE ARTS

General


Defining the norms and standards to be followed when undertaking a construction, renovation or quality control project can be extremely complex. Therefore, we have compiled a brief document outlining the important steps required for a project of this kind.

Typical Project Development


The development and realization of a project is dependent upon the consideration of two aspects. Firstly, the technical elements that must be made to conform to current applicable regulations and norms, and secondly, the design criteria that establish the quality standards for the development of an artistic venue.

Verification of Code, Rules and Applicable Regulations


Generally, each province delegates one Ministry the responsibility of ensuring that the provisions of the National Building Code of Canada and other rules and regulations governing the specifications of a building, as well as the safety of workers and users of the building, are applied.


Before embarking on any project, it is important to know: Who is the competent authority? Or more expressly, who is the person responsible for verifying that the specifications conform to applicable codes, rules and regulations and for providing final approval of the project? To note: the definition of a competent authority may vary from municipality to municipality, from province to province, and furthermore, the authority’s individual requirements may diverge from the codes, rules and regulations currently in effect in that province.


Canada has adopted the National Building Code of Canada (1995) as their general guideline for building standards. During the early stages, it is recommended that you evaluate the following issues in order to achieve conformity with the building codes:

1) Determine the principal use(s) of the building

2) Determine the dimensions of the building

3) Determine the applicable section of the Code – Section 3, 9 or 10

4) Determine the type of construction

5) Determine the partitioning:

· Primary: horizontal or vertical

· Secondary: office, suites and corridors

6) Determine the building envelop (exterior)

7) Determine the auxiliary systems

8) Determine additional safety measures:

· Building of great height

· Building with adjoining areas

9) Determine the interior cladding 

10) Determine the number of sanitary installations

11) Determine handicap accessibility

Conformity to the National Fire Code must also be considered when verifying specifications.

This step is crucial to the project’s realisation and must be undertaken – wholly or in part – by a reputable professional. This could be an architect or a consultant specializing in situations demanding building design expertise, as well as a familiarity with the codes in effect. Also, it is important to verify the requirements of each individual province concerning the application of rules governing the licensure of different professionals. 

Security 

It is imperative to implement certain measures, such as visible exits, functional staircases and amply wide hallways, to make the public feel safe while in your building. The security of the public is as pressing a need as are safety and security measures for the persons who work there.

Each province has their own specifications as to health and security issues for both the public and the persons who work in the building. For example, in Quebec, these safety rules and regulations are under the jurisdiction of the CSST, an organization  that falls under the jurisdiction of the Ministère du travail – the very same ministry responsible for the application of the building code. These rules address many aspects, including: health and safety on the job, work-related accidents and illness, and security in public buildings. Each of these rules, in turn, contains various regulations that must also be respected. Therefore, it is imperative to be well informed about the rules and regulations that apply to your project, as well as the ministry responsible for overseeing them.

A study examining the various locations used for the performing arts has permitted us to compile a list that outlines the public areas and workspaces commonly found in these locations.

3.1  
Public Spaces

Lobby, box office, bar, restaurant, washrooms, auditorium (seating and standing, on a flat  surface or in tiers) and balconies, green room

3.2 
Reserved Areas for Workers

Performance Areas 

Stages (fan-shaped, Italian-style, round, thrust, facing), wings, orchestra pits, grids, and catwalks

Service Areas

Artist dressing rooms, workshops, warm-up areas, rehearsal space, offices, physiotherapy rooms, costume workshops, and an employee lounge

Technical Support Areas

Areas for building stage scenery, landings, service elevators, and mechanical/electrical support

Areas for workers handling stage equipment, lighting, sound and projection

Stage lifts, retractable chairs, rotating stage, counterweight set, footbridges, lighting cove, spotlights, consoles, loudspeakers, intercom, projection room, projector, and projection screen

1. List of Responsible Parties by Province/Territory

Alberta

Ministry: Alberta Municipal Affairs

Code: Alberta Building Code

Year: 1997

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals, the general contractor and the owner

British Columbia

Ministry: Minister of Municipal Affairs 

Code: British Columbia Building Code (National Building Code of Canada 1995)
Year: 1998

Jurisdiction: 

Person(s) in Charge: 

Manitoba

Ministry: Manitoba Labour And Immigration

Code: Manitoba Building Code (National Building Code of Canada 1995)

Year: 1998

Jurisdiction: 

Person(s) in Charge: 

New Brunswick

Ministry: Environment and Local Government

Code: National Building Code of Canada

Year: 1995

Jurisdiction: 

Person(s) in Charge: 

Newfoundland

Ministry: Municipal and Provincial Affairs

Code: National Building Code of Canada
Year: 1995

Jurisdiction: 

Person(s) in Charge:

Northwest Territories

Ministry: Municipal and Community Affairs

Code: National Building Code of Canada

Year: 1995

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals and the owner

Nova Scotia

Ministry: Minister of Housing and Municipal Affairs

Code: Nova Scotia Building Code (National Building Code of Canada, 1995)
Year: 1997

Jurisdiction: Provincial and municipal

Person(s) in Charge: 

Nunavut

Ministry: 

Code: National Building Code of Canada

Year: 1995

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals and the owner

Ontario

Ministry: Ministry of Municipal Affairs and Housing

Code: Ontario Building Code

Year: 1997

Jurisdiction: Legislation – provincial; Application – municipal

Person(s) in Charge: Professionals are responsible for providing documents conforming to code, which will be revised by the municipality before they issue a construction permit. The general contractor must build in accordance with the documents provided by the professionals.

Prince Edward Island

Ministry: Community and Cultural Affairs

Code: National Building Code of Canada

Year: 1995

Jurisdiction: Provincial and municipal

Person(s) in Charge: 

Quebec

Ministry: Ministère du travail / Régie du bâtiment du Québec

Code: Code de construction du Québec (National Building Code of Canada, 1995)
Year: 2000

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals and the owner

Saskatchewan

Ministry: Saskatchewan Corrections and Public Safety

Code: National Building Code of Canada

Year: 1995

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals, the general contractor and the owner

Yukon

Ministry: 

Code: National Building Code of Canada

Year: 1995

Jurisdiction: Provincial and municipal

Person(s) in Charge: Professionals and the owner
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Alberta Ballet Company

4th Line Theatre

Arts Club Theatre

BAANN The Theatre Centre

Bairstow, Ted - Canadian Heritage

Ballet British Columbia

Ballet Jorgen

Belfry Theatre

Bosworth, Joan

Boyer, Constance - Canada Council for the Arts

Bradley, Pat - Ontario Arts Council

Buddies in Bad Times Theatre

Calgary Opera Association

Canadian Opera Company

Canadian Stage Company

Carousel Players

Carousel Theatre Company

Carrousel (theatre company)

Catalyst Theatre Society of Alberta

Centre du Théâtre d'Aujourd'hui

Chandler, Zan - Canadian Heritage

Circuit Est

Cloutier, Pierre-Denis - Canadian Heritage

Compagnie FLAK

Compagnie Marie Chouinard

Concerts symphoniques de Sherbrooke 

Corenblum, Al - Canadian Heritage

Courchesne, André - Canada Council for the Arts

Dancemakers

Dancing Sky Theatre

Danny Grossman Dance Company

Decidedly Jazz Danceworks

D'Entremont, Francine, Fonds de stabilisation, Québec

Docter, Hamal - Canadian Dance Assembly

Eastern Front Theatre

Edam Performing Arts Society

Edmonton Opera

Edmonton Symphony Society

Factory Theatre

Fondation du Théâtre du Nouveau Monde

Fondation Jean-Pierre Perreault

Fortier Danse-Création

Geordie Productions Inc.

Gerrand, Jim - Toronto Arts Council

Ginder, Jennifer

Great Canadian Theatre Company

Green Thumb Theatre for Young People

Hamilton Philharmonic Orchestra

Harvey, Sue – City of Vancouver

Howorth, Patricia - Canadian Heritage

Jones, Tim - Toronto Artscape

Jutras, André – Canada Council for the Arts

KAEJA d'DANCE

Kelly, Russel - Canada Council for the Arts

Kitchener-Waterloo Symphony Orchestra

La Bordée

La Compagnie Jean Duceppe Inc.

La Rotonde, Centre chorégraphique contemporain de Québec

L'Agora de la danse

L'Avant-Pays Marionnettes

Le Carré des Lombes

Le Théâtre de la Manufacture Inc.

Le Théâtre de Quartier

Le Théâtre du Trident Inc.

Le Théâtre Les Gens d'en bas

Leclerc, Stéphane

Les Grands Ballets Canadiens

Les Jeunesses musicales

Les Sortilèges danse du monde

L'Illusion, théâtre de marionnettes

Lock-danseurs inc. / La La La (Human Steps)

L'Opéra de Montréal

Lorraine Kimsa Theatre for Young Peop

Manitoba Theatre Centre

Marsland, Jane

Mc Caughey, Claire - Canada Council for the Arts

McGill Chamber Orchestra

Menaka Thakkar Dance Company

Mermaid Theatre of Nova Scotia

Montréal Danse

Musici de Montréal (chamber orchestra)

Needles, Jane

Neptune Theatre Foundation

New Music Concerts

Nightwood Theatre

Northern Light Theatre

Nouveau théâtre expérimental

O Vertigo danse Inc.

O'Connel, Beverely - Canadian Heritage

Opéra Atelier

Opera Ontario Inc.

Prairie Theatre Exchange Inc.

Prince Edward Island Symphony Society

Production Cas Public

Productions A tour de rôle inc.

Regina Symphony Orchestra

Saskatoon Symphony Orchestra

Shaw Festival

Stratford Shakespearean Festival of Canada

Sylvain Émard Danse

Symphony Nova Scotia

Tangente, Inc.

Tarragon Theatre

The Citadel Theatre

The Dance Centre

The Firehall Arts Centre

The Grand Theatre and Theatre London Foundation

The National Ballet of Canada

The Royal Winnipeg Ballet

The Vancouver Playhouse

Theatre Aquarius Inc.

Theatre Beyond Words

Théâtre du Rideau vert

Théâtre La Seizième

Théâtre Le Clou

Theatre Network Society

Theatre New Brunswick

Theatre Newfoundland Labrador

Théâtre Niveau Parking

TNW Theatre North West Society

Toronto Dance Theatre

Toronto Symphony Orchestra

Trudel, Claude – Commission des arts, de la culture et du patrimoine de la ville de Montréal

Tulloch, Sandra

Valois, Anne - Canada Council for the Arts

Vancouver East Cultural Centre

Vancouver New Music Society

Vancouver Opera Association

Vancouver Symphony Orchestra

Vinok Worldance

Western Canada Theatre

Winnipeg Contemporary Dancers

Wonderbolt Productions

Workshop West Playrights Theatre Society
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Appendix 3 

Survey Questionnaire

RESEARCH ON PERFORMING ARTS VENUE MANAGEMENT IN CANADA

QUESTIONNAIRE for ballet, contemporary dance and theatre companies, as well as for orchestras, contemporary MUSIC ensembles and opera COMPANIES associated with a production and/or a presenting venue and receiving operating support from the Canada Council 

YEAR OF REFERENCE : Fiscal Year Ending 2001 

Please return the completed questionnaire as soon as possible by e-mail at jf.dion@jolicoeur-sondage.qc.ca, or by fax at (514)284-9206 or by mail to the following address: Jolicoeur & Associés,  370  Rachel East, Montreal, Quebec) H2W 1E9. Your participation is very important.

This completed questionnaire will remain confidential. The Research Section of the Canada Council for the Arts and its subcontractors, Les Productions Louise Poulin and Sondage Jolicoeur et Associés, certify the confidentiality of all information received from the participant.

The objective of this consultation is to provide the Canada Council for the Arts, in collaboration with the Canadian Heritage Department, with data that will help federal partners determine the best form of  support and to recommend changes to programs and forms. The main topics of the study will be: a proposal for a standard tool to assess the impact of a new building or renovation on operating companies; an analysis of revenues and costs associated with a venue so as to better reflect that aspect in the application for operating support;  and recommendations on equipment life-cycle, amortisation and working capital reserves.

For further information, please contact Jean-François Dion at 1-800-636-3106 ext. 109 or (514)284-3106 ext. 109, or by e-mail : jf.dion@jolicoeur-sondage.qc.ca.

ALL FINANCIAL DATA SHOULD REFER TO YOUR 2001 FINANCIAL STATEMENTS

Name of your organization :













2. Please indicate your organization’s main area of activity 



Dance

(according to your Canada Council annual operating grant 



Theatre

support section):



Music





Opera

If you are supported by more than one Canada Council support section, please indicate which one:









3. Please specify the province or territory where your venue and/or presenting facility 
 is currently located:
Province :


Indicate in which region of Canada :                                                                            Atlantic





Quebec





Ontario





Prairies





Pacific/Yukon











4. Do you own or are you a leaseholder
 of a venue and/or presenting facility?
Owner
If owner, for how many years

Leaseholder (2 years or more)


A- Venues, stages, box office and lobby area






B- Rehearsal space






C- Workshop and storage space






D- Offices for marketing and administration






E- Other spaces








If you own a venue and/or a presenting facility as mentioned above, please answer the following questions regarding ACQUISITIONS OF A VENUE OR FACILITY

5.                                                                                 ACQUISITION COSTS OF A VENUE

If you own a presenting facility or a creation and/or production space 
, please answer the following questions:





Historical Acquisition Cost
According to your Financial Statements
Working Capital Reserves

Global Acquisition Costs :

all costs including acquisition of land, building, construction, renovation or re-use 


Total Cost of acquisition
Grant related to the acquisition costs
Donations or sponsorship related to the acquisition costs
Net Historic Cost 

Minus received grants, donations and sponsors for the acquisition
Amortization/Depreciation Method 

(Choose one of the two methods according to your Financial Statements)
Book value

Net Cost minus accumulated depreciation (according to your 2001 Financial Statements)
If you had to undertake any construction, re-use or renovation project today, would you be inclined to accumulate a Working Capital Reserve?
How many years would this reserve be accumulated?

Fixed Assets (with amortization costs ) 

Ex : a building
$
$
$
$
Straight-line

OR
diminishing balance
Years

%

YES

Years

Non-amortized Costs (classified as yearly expenses) 

Ex : a new carpet


$
$
$
$
N/A
N/A
N/A
NO



6.                                                                                            ACQUISITION OF SPECIALIZED EQUIPMENT

Have you acquired specialized equipment (lighting and sound systems, a sprung dance floor, technical equipment, electronic box office system, seating, carpets, any other equipment related to creation, production and dissemination activities) ?  If so, please answer the following questions:


Historical Acquisition Cost
According to your Financial Statement
Working Capital Reserves 

Type of equipment :

not included in the Acquisition cost of a venue, and if stated separately in your Financial Statement


Total Cost of acquisition
Amortization/Depreciation Method 

(Choose one of the two methods according to your Financial Statement)
Amortization/Depreciation Method 

(Choose one of the two methods according to your Financial Statement)
Net Historic Cost 

Minus received grants, donations and sponsors for the acquisition
Amortization/Depreciation Method 

(Choose one of the two methods according to your Financial Statement)
Book value

Net Cost minus accumulated depreciation (according to your 2001 Financial Statement)
If you had to make any major replacements today, would you be inclined to accumulate a Working Capital Reserve?
How many years would this reserve be accumulated?

Stage Equipment 

Fixed Assets (with amortization costs)
$


$


$


$


Straight-line

OR
diminishing balance
Years

%

YES

Years









NO



Non-amortized Costs (classified as yearly expenses) 


$
$
$
$
N/A
N/A




Main Hall Equipment

Fixed Assets (with amortization costs)
$


$


$


$


Straight-line

OR
diminishing balance
Years

%

YES

Years









NO



Non-amortized Costs (classified as yearly expenses for Year Ending 2001)
$
$
$
$
N/A
N/A




Other Equipment 

Fixed Assets (with amortization costs)
$


$


$


$


Straight-line

OR
diminishing balance
Years

%

YES

Years









NO



Non-amortized Costs (classified as yearly expenses for Year Ending 2001)
$
$
$
$
N/A
N/A




7.            CREATION, PRODUCTION AND/OR  PRESENTING FACILITIES
If you own a venue and/or a creation, production and/or presenting facility, please indicate the surface area you are using: 




A
B
C
D
E



Stages, lobby and box office

 Rehearsal
Other spaces

TOTAL


Main stage


Second stage


Third stage and fourth


Sub-total
spaces


 Workshop and storage 
 
Offices for marketing and administration 
Other spaces


2000-2001



7. What is the size of your facility:






7.1. Number of seats
Seats
Seats
Seats
Seats
Seats



Seats

7.2. Surface area  
m2
m2
m2
m2
m2
m2
m2
m2
m2












8. How many days throughout your fiscal year have your facilities been used:








8.1. Number of days used for rehearsal or creation activities
Days
Days
Days
Days
Days
Days


Days

8.2. Number of performances put together as a self- production

      
      
      

Performances



Performances

8.3. Number of performances  given as a co-production, by invitation and as a host
      
      
      

Performances



Performances

8.4. Number of days used by a third party (sub-rental)
Days
Days
Days
Days
Days
Days
Days
Days
Days

8.5. Number of days the facility has been available, but not used 
Days
Days
Days
Days
Days
Days
Days
Days
Days

FACILITY EXPENDITURES




A
B
C
D
E
TOTAL

If you cannot separate costs according to A, B, C, D, write the Total Costs related to surface areas in the E space.
Stages, lobby and box office
Rehearsal

space
Workshop and storage


Offices for marketing and administration


Other spaces


2000-2001



9. Total expenses for your organization





$


10.Total facility expenses







10.1. Salaries and fees for personnel dedicated to facility management (excluding production costs)
$
$
$
$
$
$

10.2. Maintenance of premises : heat, electricity, telephone, insurance, taxes,…
$
$
$
$
$
$

10.3. Total annual amortization costs (refer to Question 5)





$

10.4. Mortgage interest  (if owner)





$

10.5. Rental costs (if leaseholder)
$
$
$
$
$
$

10.6.  Equipment maintenance costs
$
$
$


$

10.7.  Equipment rental costs (for production and stage)
$
$
$


$

10.8. Equipment amortization costs  (refer to Question 6)
$
$
$
$
$
$

10.9.  Administration costs for the facility





$

10. Total facility expenses (sub-total of 10.1 through 10.9)                                        
$
$
$
$
$
$


10.10.  Number of permanent staff dedicated to facility management 
Jobs






10.11.  How many of these positions were related to your sub-rental activities?
Jobs






FACILITY REVENUES


A
B
C
D
E


Stages, lobby and box office


Rehearsal

space


Workshop and storage


Offices for marketing and administration
Other  spaces



If you cannot separate costs according to A, B, C, D, write the Total Costs related to surface areas in the E space
Main stage


Second stage


Third stage and fourth


Sub-total




TOTAL

2000-2001












11. Total Revenues 








$

12. Total Facility Revenues










12.1.  Box office service fees (from another organization) 
$
$
$
$




$

12.2.  Other receipts related to ticket sales
$
$
$
$




$

12.3.  Rental spaces
$
$
$
$
$
$
$
$
$

12.4.  Other revenues (restaurant, bar, parking…)



$




$

12.5.  Sponsorship, publicity, donations or private partners (for venue only)








$

12.6.  Reported payments for mortgage (grant or private)








$

12.7. Others, please specify 








$

12. Total Facility Revenues (sub-total of 12.1 through 12.7) 
$
$
$
$
$
$
$
$
$



IMPACT 




13. Other than the time spent by your personnel on the direct management of the facility and equipment ( See 10.10), how many days a year do the executive directors (artistic directors, administrators, production directors, etc…) spend on the following tasks: 




- Research on facilities

Days


- Acquisition of facilities and equipment 
 

Days


- Research and acquisition of financial means for facilities and equipment 

Days


- Facility and equipment management

Days


- Others, please specify

Days


TOTAL DAYS

Days







14. The Canada Council for the Arts and the Canadian Heritage Department wish to propose a guide that would standardize how feasibility studies are conducted and help to more accurately measure the impact of new facilities (or equipment) on your general operations. What are the costs and revenues that must be considered in such a guide?


YES
NO


14.1. Personnel directly implicated in facility management (excluding production costs)




14.2. Facility maintenance: heat, electricity, telephone system, insurance, general maintenance, repairs, taxes, etc…




14.3. Total annual amortization costs for facility




14.4. Mortgage interest  (if owner)




14.5. Equipment maintenance costs (for production and stage)




14.6. Equipment rental costs (for production and stage)




14.7. Equipment amortization costs




14.8. Administration costs for facility management




14.9. Number of permanent staff dedicated to facility management




14.10.  Box office service fees (from another organization or your organization) 




14.11.  Revenues from rental of venue space






14.12. Other revenues (restaurant, bar, coatroom, parking, etc…)




14.13. Sponsorship, publicity, donations or private partners (for your venue only)




14.14. Savings gained from use of the facility and/or ownership of the actual facility 




14.15. Others, please specify 




15. What recommendations would you propose to the Canada Council for the Arts and the Canadian Heritage Department to help keep them up to date on your individual challenges?

16. Finally, what recommendations would you propose to the Canada Council for the Arts and the Canadian Heritage Department concerning the management of long-term facility rentals and equipment rentals for artistic purposes?

To the best of my knowledge, the information provided in the above questionnaire is true.

Name of person who completed the questionnaire: _________________________________


Title:_____________________________________




Telephone:________________________________

Signature: __________________________________
Date:_____________

Appendix 4

Questionnaire for roundtables 

and individual interviews
Appendix 4: Questionnaire on roundtables and individual interviews

Research on the management of performing arts premises in Canada

The Canada Council for the Arts, in collaboration with the Department of Canadian Heritage, recently conducted a study on premises management by performing arts organizations that owned or were long-term tenants of their premises. The overall aim of the study was to improve support mechanisms for these organizations and recommend appropriate changes to the federal partners’ related programs and forms.

As an interested party, you are therefore invited to take part in a roundtable to discuss the long-term management of performing arts facilities in Canada and any changes that need attention in the near future.

Date:

Place:

Invited participants:
TOPICS

Performing arts organizations that own or are long-term tenants of performance facilities face major challenges in this regard, either in terms of day-to-day management or long-term planning.

During the roundtable, we would like to cover three main questions that deal with these challenges as they manifest themselves on a day-to-day basis:

Challenges:

· Controlling overhead

· The time that the main managers have available for either managing as such or for dealing with obtaining funds for equipment, renovations and annual operating costs 

· Premises staff, i.e., human resources 

· Maintenance

· Occupational health and safety

· Adequate feasibility studies

· Programming quality issues 

· Availability problems involving the performance auditorium or rehearsal space

· Equipment life-cycles and wear-and-tear ( a daily management challenge

· Surprises: unexpected costs, work overload, lack of human and financial resources, etc.

Question 1:

What is your main challenge in managing your facility or facilities?

Question 2:

What solutions should be envisaged for these challenges, both in the short and long term.

Question 3:

What recommendations would you make to the Canada Council and Canadian Heritage that would take your particular challenges into account?
Appendix 5: Members of the Project Team
Appendix 5:
The members of the project team

Productions Louise Poulin

A multidisciplinary team carried out this project. All its members have considerable experience in conducting projects across Canada and abroad and are specialists in the performing arts, especially in the area of performance halls and performing arts economics. The team was led by Louise Poulin, a consultant in arts analysis and strategy; she was assisted by Janine Boileau and Ginette Bergeron for the financial analysis and Nicole Martin for the analysis of economic repercussions. The survey was directed by research sociologist Jean Jolicoeur, assisted by Alain Vézina, Jean-François Dion, Gisèle Poirier and Marik Danvoye. Lorraine Berthiaume, a project manager experienced in the construction of cultural buildings and Danielle Paré, an architect and consultant in safety standards and building codes, helped write the two guides.

The Canada Council / Canadian Heritage work team 

The joint work team for the study that was set up within the Canada Council and Canadian Heritage consisted of three Canada Council section heads ( Anne Valois (dance), Russell Kelly (music) and André Courchesne, (theatre and research), the Council’s research manager Claire Mc Caughey, and three of its Flying Squad advisors ( Francine D’Entremont, Tim Jones and Joan Bosworth, as well as Ted Bairstow, Director of Canadian Heritage’s Arts Development and Programs directorate, and Zan Chandler, a senior policy analyst also with Canadian Heritage. 

When art meets management…
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Artistic director Ken Gass in the furnace room of the Factory Theatre, Toronto

(Photo: Toronto Star, 21 October 2001)
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�  The Canada Council’s Research Report on Large Performing Arts Organizations; Spaced Out? A Study of Facility Needs of Small and Mid-Sized Performing and Visual Arts Organizations; Sustaining Our Facilities Investment and Building Blocks: New Tools and Strategies for Funding Bricks and Mortar in the Cultural Arena (in Ontario).


� The company occupies premises whose owner is the foundation with the same name.


� After the tragic events of 11 September 2001, public liability insurance in Canada increased by 10% to 30% [Source: Canadian Risk Insurance Management Society (CRIMS)].


�  [Translation] “Creative management in heritage and the arts: Retaining and replacing professional management for the 21st century,” Jocelyn Harvey for the Canadian Conference of the Arts, June 2002, p.13.


� Canada Council for the Arts, Research Report on Large Performing Arts Organizations, September 2001, p.38.


� Janis A. Marlow & Associates, Building Blocks Forum: New Tools and Strategies for Funding Bricks and Mortar in the Cultural Arena …a Policy Makers’ Forum, April 2002.


� Janis A. Marlow & Associates, Building Blocks Forum, April 2002, p.17.


� Premises: A setting in which creative development and/or performances take place; a location, building or space furnished and equipped for the creative development and/or performance of professional presentations, including spaces for rehearsal, workshops, storage, administrative offices and production; performance space: this term also includes the auditorium, the stage, the box office and the collective of all space dedicated to and equipped to welcome the public to a professional presentation.  ‘Premises’ may also indicate areas set aside for administration, creative development and production.


� “Spaced… Out? A Study of Facility Needs of Small and Mid-Sized Performing & Visual Arts Organizations in Ontario,” Sandra Tulloch and Catherine Smalley, September 2001, p.19.


� “Spaced… Out? A Study of Facility Needs of Small and Mid-Sized Performing & Visual Arts Organizations in Ontario,” Sandra Tulloch and Catherine Smalley, September 2001, p.15.


1 Employees per year: Indicate the number of jobs per year related to personnel costs identified in 11 and 12. One employee per year is calculated on a basis of 35 hours/week at 52 weeks/year, totalling 1820 hours/year.


� Venue and/or presenting facility : the term ‘venue’ includes space used for creation, production, presenting, rehearsal, workshop, storage, inventory and resources such as archives and librairies.


� Owner or leaseholder: an owner is an organization that legally owns the building OR acts as the venue manager of a building owned by an affiliated organization. A leaseholder is an organization that has a long term lease of more than 2 years.


� Venue and/or presenting facility : the term ‘venue’ includes space used for creation, production, presenting, rehearsal, 


workshop, storage, inventory and resources such as archives and libraries.


� Stage Equipment : lighting and sound systems, a sprung dance floor, technical equipment, or any other equipment related to creation, production and dissemination activities.


� Main Hall Equipment : chairs or seating, carpet, or any other equipment related to the public. 


� Other Equipment : electronic box office system, computers, telephone system, office equipment, etc.


� Stages, lobby and box office :including main hall, stages, back stage, bar, coatroom, library, restaurant and box office, public facilities, etc...


� Workshop and storage :  All spaces dedicated to archives, sets, costumes, instruments (fabrication or storage).


� Self-presented home production : when the work presented is entirely produced and presented by your organization.


� This may take the form of financial inquiries, feasibility studies, etc…
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Chart 1.2 C:  Workshops/Warehouses
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Chart 2.2:  Renter Size
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Chart 11.2: Reserves  (org. size) 
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Chart 1.2 D:  Offices
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Chart 12.1: Spending to buy or upgrade premises  
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Chart 3:  Breakdown of premises use by activity
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Chart 6.1: Average typical operating costs d'exploitations types
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Chart 2.1:  Owner Size
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Chart 11.1:  Reserves (by discipline)
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Chart 1.2 A: Performance Facilities 
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Chart 1.2 B: Rehearsal space
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Chart 1.1: Owners vs. Renters
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Chart 5.2:  Theatre companies’ average annual operating costs







(net over income) as a percentage of total expenses
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Chart 7: Dance companies’ average operating costs
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Chart 9: Music and opera companies’







average operating costs
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Chart 10.1: Average net operating income as a percentage of total income
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Chart 8: Theatre companies’ average operating costs
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Chart 5.3:  Music and opera companies’ average annual operating costs 







(net over income) as a percentage of total expenses 
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Chart 5.1:  Dance companies’ average annual operating expenses revenus) 







(net over income) as a percentage of total expenses ur les dépenses totales pour les organismes en danse 
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