To: TWS Board of Governors

Date: May 10, 2008

On May 5, 2008, some former TWS BOG Chairs Harry Hultgren, Peter Hilton, Bill Rotz, Dick Traut,
George Dempsey, and Ann Marie Hultgren, along with Active Laureate Lou Schauer and TWS
Treasurer Ed Wavak met with current BOG Chair Dennis Hudson to share their serious concerns with
the proposal to build an enclosed ramp to the front entry of TWS. Please see the attached memo
which summarizes in more detail some of the more important thoughts of those attending the
meeting.

We appreciate Dennis taking time to meet with us last Monday to discuss the ADA access. We
thank all of you for your hard work and we appreciate the difficulty of the problem and your
dedication to its solution.

Your commitment to address ADA issues is right, and we applaud you for accomplishing the
addition of the new bathrooms in an efficient manner. By accomplishing that goal, it allowed us to
enter into a new phase of ADA compliance.

As you will read in the attached memo, we support the front access proposal except for the
enclosures. If that aspect is eliminated, we believe the project is more financially doable (although
still difficult), possibly without borrowing, and might be done fairly quickly, perhaps before the start of
next season. Harry Hultgren is in the business of heating sidewalks and he has thoughts about how we
might get part or perhaps all of the project donated by some of his vendors. This should leave TWS in
a healthier financial position to possibly tackle other ADA projects in the coming years as well as
other items on the to do list.

We are requesting that the BOG suspend action on the enclosure of the ramp to TWS until more
information is available to Actives and the source of funds for such modifications is known. In
addition, we recommend that the BOG explore alternative ramp designs that would be
financially more cost-effective.

A town meeting to discuss this with all the Actives would be welcome.



To: TWS Board of Governors
Date: May 10, 2008

Re:  Recommendation for the BOG to reconsider its decision to add the enclosure to the
planned ADA ramp and entrance to TWS and downsize the scope of this project, in light of the
major financial cost associated with that enclosure, which may hurt the financial stability of
TWS.

From: The undersigned
BACKGROUND AND FACTS
The facts as we understand them are:

e The architectural drawings have been contracted by the BOG. This cost is estimated at $18,000,
of which $3,000 has already been spent, and $15,000 is due upon completion of the drawings.

e The final cost of the enclosed ramp project is estimated in the range of $250,000 - $350,000.

e TWS does not currently have the funds to pay for the project. We would have to raise the
money by conducting a capital campaign, or by borrowing from a bank.

e The TWS BOG intends to apply for a line of credit with one or more local banks, in
anticipation of borrowing the necessary funds for this project.

e There are no promised pledges to provide a solid financial foundation for this expenditure.

e That TWS reserves are not to be used for this project, but only for ongoing capital maintenance
of the TWS facility (i.e. roof repair, new furnace etc.)

CONCERNS

FINANCIAL RISK

The main concern is the financial risk to the theatre by taking on the additional cost to the ramp project
of an enclosed ramp. This extra financial risk, above and beyond the cost of the ramp itself, is nearly
$100,000, based on the architect’s estimate. It seems that this is an unnecessary feature. Fiscal
responsibility to the TWS organization is paramount in any endeavor and is amplified when the
expenditure is of this magnitude.

e A realistic, acceptable cash flow analysis should first be presented before signing off on this
project. This includes projections for annual maintenance, which adds to the cost as well.
Factors should be considered which include the ability to raise funds given the current
economic environment now and in the future.

e Borrowing money in large amounts, given the current recessionary economy and consensus
predictions about the economy, entails above-average risk for a not-for-profit arts
organization such as TWS. What are the pay-back plans? For example, $150,000 loan at 5%
requires an annual interest payment of $7,500, which does not include any principle repayment.
Do we have the projected excess funds to accommodate this requirement in light of any
other potentially large unexpected capital outlay in the decade ahead?




e The viability of a successful capital campaign is uncertain. TWS does not have a capital
campaign plan in effect right now, to measure the risk that going into significant debt will
entail. Specifically:

* A capital campaign plan should be well in place before a construction
proposal is put out for bids
* Are there some Actives that collectively have verbally pledged a

sizable amount of money, so that the financial goal has some
solid and dependable backing from the beginning?
* Do we really have the enthusiasm and dedication of a majority of
Actives to provide the push to achieve the goal of a capital
campaign to raise the funds needed?
* Our history of the financial success with the usual fund-raising
methods is not encouraging in being able to significantly raise
above and beyond the normal annual fund-raising activities (annual
appeal, donations, corporate sponsorships, grants, etc). In addition, the effect of
a capital campaign on our annual appeal is unknown, but could be harmful.

FUND RAISING AND GENERAL OPERATIONS

It is a fact that TWS cannot maintain its current level of operating expense with the operating
income generated from our programs alone (i.e. ticket sales, tuition). Our operations depend on
additional sources of funds including the Annual Appeal, the Illinois Arts Council Grant, donations
and the fund raising activities generated from the likes of the Taste of the Arts and the Patty Duke fund
raiser. We cannot fiscally afford to divert funds away from any of these “in place” fund raising
activities to go for any major capital improvement(s).

PROLONGED CONSTRUCTION TIME

We understand the project would take five months (not including delays) to accomplish and would
prevent the use of the building front during much of that time. When could this five month period be
practically scheduled? What affect will this be on our normal operations including our Patrons
attending MainStage shows, and more importantly our ability to hold our Children’s Theatre Summer
Camp?

OTHER CONSIDERATIONS

e Is this the highest and best use of TWS funds? After spending about $60,000 of our reserves
for the new washroom facilities, are we in a financial position to commit to spending $250,000-
$300,000 for a new entry way? (Only the recent $40,000 BOG allocated funds exist, all other
ADA designated funds have been spent.)

e With an expenditure of this size (over $100,000) shouldn’t there be an Actives meeting to
inform the community and get this type of feedback, before the BOG commits to spending
TWS funds?

e Have all aspects of this project been considered, i.e. cost of on-going maintenance, cost to
modify the auditorium to accommodate the wheelchairs etc.?

e Have all the zoning variance issues been addressed?

e Have we considered other alternatives in depth?



CONCLUSION

We feel that by continuing on with this project, the BOG will put TWS in a severely weakened
financial position, in an already weak economy. In addition we feel that the BOG has not
adequately prepared the Actives for this major building modification and major expenditure.
Expenditures of this magnitude should be discussed with Actives at open meetings called for that
purpose.

We respectfully request that the BOG make the following motion:

“ To suspend action on the enclosure of the ramp to TWS until more information is available to Actives
and the source of funds for such modifications is known. In addition, to explore alternative ramp
designs that would be financially more cost-effective”

Thank you. We truly appreciate your time and consideration of our concerns.






