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CAIRNS PERFORMING ARTS CENTRE – DETAILED FINANCIAL 
ANALYSIS

This report provides Council with an overview of the detailed financial analysis 
undertaken for the proposed Cairns Performing Arts Centre (CPAC). The detailed 
financial analysis provides forecasts for the activity, revenue and expenses for the 
CPAC. Forecasts have been compared to existing funding allocations made within 
Council’s 2015/16 Long Term Financial Model (LTFM) and demonstrate that Council 
has more than adequate capacity to accommodate the construction and operations of 
the CPAC. 

What does this mean for the ratepayer - the detailed financial analysis confirms the 
outcomes of Council’s LTFM which indicated annual rate rises in the order of 2% - 3.5% 
for the next ten years.

What does this mean for theatre customers – based on current forecasts there is no 
obvious need to change the charging structure of the theatre meaning no anticipated 
increases in hire fees other than CPI based increases.

During the development of the 2015/16 Budget, detailed design and planning for the 
CPAC had not yet been finalised and as such a combination of direct allocations (based 
on known operational costs of the existing Civic Theatre, depreciation and interest 
expense) and indirect allocations (general allowances for additional operational 
expenses associated with new capital works projects) were allowed in the LTFM for the 
CPAC.

Once the planning and design of the CPAC had reached an appropriate stage, the 
detailed costing analysis for the CPAC was developed. Operating forecasts have been 
developed internally by Finance and Civic Theatre management. Input has been 
provided from CPAC quantity surveyors Davis Langdon (AECOM) for the projected 
capital renewal requirements. AECOM have also provided assistance in the 
development of electricity expense forecasts. 
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Grant Thornton has been engaged to provide a Limited Assurance Engagement on the 
financial forecast, in which they have reviewed the reasonableness of the outcomes and 
underlying assumptions for the costings analysis. Their final opinion is contained in 
Attachment 1.  

The model for the operating revenue and expenses for the CPAC has been developed 
based on the activity of the existing Civic Theatre. The following table outlines the 
2014/15 operating result for the Civic Theatre:

Venue Hire                 209 
Ticket Sales - Council Funded Shows                 469 
Additional Hire Fees                 431 
Bar Sales                 171 

Employee Costs 1,015 
Programming Expenses 423
Materials and Services 358
Electricity 136
Bar Purchases 86

    
Depreciation 611
Interest Expense                      -

The following table shows a high level comparison of the Civic Theatre operating result 
to the forecast operating result for the CPAC:

Operating Revenue 1,280 1,772 
Operating Expenses 2,018 3,206 

(ex Depreciation & Interest)

Depreciation             611 2,120 
Interest                - 2,091 
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Civic Theatre Management have made assumptions on the growth potential for the new 
CPAC for both shows and ticket sales. Operating revenues and expenses relate either 
directly to the activity at the Theatre (i.e Council Funded Shows and private hires) or the 
building itself. A breakdown of the forecast revenue and expenditure and underlying 
assumptions are set out below:

Venue Hire                 209                 266 
Ticket Sales - Council Funded Shows                 469                 810 
Additional Hire Fees                 431                 468 
Bar Sales                 171                 228 

Revenue for the Civic Theatre consists of private hire revenue and the additional hire 
fees for equipment and staffing associated with these shows, ticket sales for the Council 
Funded Shows (shows which Council procures) and bar sales.

The 2014/15 Civic Theatre activity has been used as the base position for the CPAC 
forecast. All pricing has been indexed in line with forecast CPI.

The current charging structure has been maintained whereby hirers pay the higher of 
the daily hire rate or 10% of ticket sales. The concession rate for local not-for-profit 
groups has also been maintained.

In terms of ticket sales increases, the following growth factors have been applied at year 
one of the CPAC, with remaining years indexed in line with population growth forecasts:

o Comedy and Music – 20%
o Kids and Miscellaneous – 10%, 
o Remaining categories – 0%

Council Funded Shows have been increased in both the number of shows as well as 
ticket sales growth. Based on management expectations, Council will look to procure an 
additional eleven shows. Ticket sales have been forecast to increase in line with the 
category increases outlined above.  

The following tables summarise the show activity for the Civic Theatre in 2014/15 and 
the CPAC in Year 1 of operation based on the forecast:
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Bar sales revenue has been increased in line with ticket sales.

Employee Costs 1,015 1,342 
Programming Expenses 423 645
Materials and Services 358 558
Electricity 136 545
Bar Purchases 86 116

Depreciation 611 2,120 
Interest Expense                   - 2,091 

Consistent with revenue, the 2014/15 Civic Theatre activity has been used as the base 
position for the CPAC forecast expenses. All costs have been indexed in line with 
forecast CPI.

Employee costs are made up of fixed and variable components. All fixed costs relate to 
permanent full-time or part-time staff. 2014/15 actual costs for these staff have been 
indexed in line with expectations. The cost for a dedicated CPAC Manager (an 
additional position) has also been included in the forecasts. Variable employee costs 
relate to the casual staff employed directly for shows. The forecasts for these expenses 
have been based on the 2014/15 average cost per day’s hire. Additional allowances 
have been included for increased ushers, for fire safety compliance, as well as 
additional bar staff to service the larger two-sided bar.

Council Funded Show 24 74 49 22,034
Private Hire 49 139 135 48,303

Council Funded Show 35 90 66 35,074
Private Hire 49 139 135 51,133
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Bar purchases relate to the purchase of stock for the bar. These have been increased in 
line with ticket sales expectations.

Programming expenses consist of the fees paid to the entertainers in Council Funded 
Shows as well as the promotion expenses for these shows. Both costs have been 
forecast based on increased number of shows as well as the average cost per event in 
2014/15.

Materials and services costs relate to a number of items, these are:

• Theatre supplies and equipment – based on existing requirements;
• Cleaning – based on indicative costs from similar sized venues in Queensland;
• Electricity – usage is based on a consumption model developed by AECOM with 

prices indexed in line with expected price increases;
• Repairs and maintenance – whilst repair costs should be significantly lower on a 

new building, a 50% increase has been applied due to the increased size of the 
building as well as expectations that the building will be maintained at a high 
standard;

• Landscaping – based on internal estimates using Flecker Botanic Gardens 
experience;

• Misc Expenses – minimal based on 2014/15 actuals;
• Depreciation – calculated based on capital costs and estimates of useful lives; 

and
• Interest expenses – based on borrowings for $36.5M.

The following table identifies the revenue and expenditure components as either fixed or 
variable:

Employee Costs 847 495 1,342
Programming Expenses - 645 645
Materials and Services - 558 558
Electricity 158 386 544
Bar Purchases - 116 116

ex Depreciation & Interest
Depreciation 2,120 - 2,120
Interest Expense 2,091 - 2,091

Operating Expenses ex Depreciation & Interest
Total Operating Expenses
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This shows that only 30% of the forecast expenditure items are variable and are also
offset significantly by revenue, demonstrating a low level of risk exposure associated 
with these items.

Total capital expenditure for the CPAC is estimated at $66.5M and funding assumptions 
have been kept consistent with 2015/16 Budget as follows:

Grant Funding 30,000 
Loan Borrowings  36,500 

This represents an uplift of $11.5M compared to allowances in the 2015/16 Budget and 
LTFM however this can be accommodated through deferral of projects without any 
significant impact on ratepayers.

Davis Langdon (AECOM) has prepared a schedule of projected capital renewal 
requirements for the CPAC. This schedule indicates that capital renewal is not expected 
until year seven, with a total of $1.5M of capital expenditure required across years 
seven to ten.

The results of the detailed costings analysis have been compared to the allocations 
made in Council’s current Long Term Financial Model to determine the impact, if any, 
on Council’s overall forecast position.

As the detailed planning and design of the CPAC was not complete at the time the 
2015/16 Budget was finalised, the allocations in the Budget consisted of direct 
allocations (based on known operational costs of the existing Civic Theatre, as well as 
depreciation and interest expense) and indirect allocations (general allowances for 
additional operational expenses associated with new capital works projects). 

A comparison of the direct allocations for the CPAC demonstrates that an additional 
$1.3M in operating costs for the CPAC will need to be funded from the general 
operational expense allocation of $5.2M. This leaves $3.9M of the general allocation to 
fund additional expenses associated with other new capital works projects coming on 
line. Management consider this to be a comfortable allocation given the current capital 
works program requirements. 



135

Agenda – Ordinary Meeting 16 December 2015 - #4964372

The resulting forecasts for the CPAC have been compared to those of the previous 
Cairns Entertainment Precinct (CEP) project. For the purpose of this comparison, the 
CPAC and Munro Martin Parklands (MMP), jointly named The Precinct, forecasts have 
been combined. The following table provides a comparison summary of the operating 
position forecasts, capital spend and other key metrics for The Precinct and the CEP. 
The CEP Financial Position information has been sourced from the long term financial 
model prepared for the purpose of the Financial Sustainability Review conducted by 
QTC as part of the approval process for the CEP, presented to Council in November 
2011. The data contained in the Other Metrics section of the table has been sourced 
from the final Business Case for the CEP, presented to Council in November 2011.

The two projects are of significantly different scales, with capital investment for The 
Precincts being $76.5M compared to $154.6M for the CEP. Similarly the annual 
operational investment is $6.2M compared to $10.1M. 

The operational assumptions underpinning the forecasts for each are also significantly 
different with the CEP based on a standard hire rate of $6,000 per day compared to 
$1,200 for the CPAC and a not-for-profit hire rate of $5,100 per day compared to $650 
for the CPAC. The following table identifies the forecast rate increases required for each 
of the projects:

Total Operating Revenue 1,772 - 1,772 3,300 ( 1,528)
Operating Expenses ( 3,206) ( 353) ( 3,560) ( 7,300) 3,740
Depreciation ( 2,120) ( 209) ( 2,329) ( 3,900) 1,571
Interest Expense ( 2,091) - ( 2,091) ( 2,200) 109

Total Operating Expenses ( 7,417) ( 562) ( 7,980) ( 13,400) 5,420

Grants 30,000 - 30,000 97,306 67,306
Borrowings 36,500 - 36,500 30,766 ( 5,734)
Land Sale Proceeds - - - 16,000 16,000
Revenue - 10,000 10,000 10,540 540

FTE 14 1 15 25 (10)
Standard Daily Hire Fee 1,200$ N/A 1,200$ 6,000$ ($ 4,800)
NFP Daily Hire Fee 650$ N/A 650$ 5,100$ ($ 4,450)
Bar Revenue per Patron 2.64$ N/A 2.64$ 5.00$ ($ 2.36)
# Performances 201 N/A 201 200 1
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The following table shows the cumulative effect of the above forecast rate increases:
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The detailed costing analysis for the CPAC confirms that adequate allocations were 
made to fund the CPAC’s capital and operational requirements as part of the 2015/16 
Budget. This means that we can now formally confirm the following extract from the 
Mayor’s 2015/16 Budget Speech.

“If the organisation continues to be prudent in its planning and expenditure, financial 
modelling forecasts over the next decade, a capital expenditure of approximately $1.4 
billion and annual rate increases in the order of 2% - 3.5%.” 

Based on the current forecasts, there is no obvious need to change the charging 
structure of the theatre meaning no anticipated hire fee increases outside of forecast 
CPI (2.75% pa) and no anticipated increase in Council Funded Show ticket prices 
outside of forecast CPI (2.75% pa).

Forecasts for the operating impact of Munro Martin Parklands (MMP) have also been 
developed using the same process as outlined for the CPAC including review by Grant 
Thornton.

Operating costs include:

Depreciation - which has been calculated based on the approved construction 
cost; 
Landscaping maintenance - based on internal estimates using Flecker Botanic 
Gardens experience;
Repairs and maintenance – cost associated with security and minor reactive 
repairs and maintenance; and
Labour – based on internal estimates using Flecker Botanic Gardens experience 
with an allowance for two additional positions.

Revenue has not been modelled for MMP given that, similar to CPAC, the events to be 
held at MMP are either cost neutral or will be transferred from other existing sites within 
CRC.

Based on allowances already made in the 2015/16 LTFM, the additional impact of the 
MMP is estimated at $227K.  
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Risk Management:

To provide additional assurance to Council on the process and outcomes of the detailed 
costing analysis, Grant Thornton has been engaged to undertake a Limited Assurance 
Engagement. This engagement involved the review of the outcomes and underlying 
assumptions for the CPAC forecasts. Grant Thornton’s opinion is included at 
Attachment 1.

The risks associated with the forecasts can be summarised as follows:

1. for the CPAC cannot be sourced. In this case, Council would look to 
invoke one of the two sensitivities explored in the development of the 2015/16 
Budget. These were to either increase loan borrowings to cover the funding shortfall 
or to defer other capital projects in the program to later years. The impact of both 
options has been represented in terms of impact on rates increases. A comparison 
of the adopted budget (Base Model) to each of these scenarios is contained in 
Attachment 2.  

2. As with any construction project of this size there is always the 
risk that unforseen costs will arise. This project will be closely managed to mitigate
the risk of such circumstances and Council will be updated monthly on the progress 
against key milestones including time and budget performance.

3. Assumptions have been made regarding the increase in show 
attendance as well as the number of shows. This is considered low risk as the 
impact of any derivation is offset by expenditure savings given the very small profit 
margin associated with show activity.

4. Assumptions have also been made regarding the anticipated 
operating costs of the CPAC. The risk of variation mainly relates to the variable 
expenses for the CPAC and is considered low risk due to the impact of variation. As 
demonstrated in Table 7, the variable costs relate to only 30% of total operating 
costs and are offset by revenue. 

Financial: 

The forecast capital and operational expenses associated with the CPAC are within 
current 2015/16 Budget and Long Term Financial Model allocations.
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1. Audit Opinion – Grant Thornton Limited Assurance Review
2. 2015/16 Long Term Financial Model – Sensitivity Impacts

Lisa Whitton
Manager Finance

John Andrejic
Chief Financial Officer
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Attachment 1: Audit Opinion - Grant Thornton Limited Assurance Review
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