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Executive Summary
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Purpose of the Analysis
Hunden Strategic Partners was engaged to conduct a market, financial feasibility, and economic impact analysis to determine the highest and
best use of the Tahoe City Firehouse Properties redevelopment. The site, located in downtown Tahoe City, includes the former North Tahoe
Fire Station 51, the Tahoe Community Center Building, and the formers Chamber/Visitor Center located at 300 and 380 N Lake Boulevard.
Placer County aims to identify an entity that can provide a financially sustainable business that meets the needs of the community. Previously
conducted community outreach determined that re-use of the property should strive to:

§ Become a “welcoming access point” to Lake Tahoe and a year-around community gathering place
§ Serve the needs of the entire community
§ Fit in with the culture of Tahoe City
§ Bring people together
§ Provide economic return to community and County
§ Improve water quality and scenic conditions
§ Be feasible from cost and time perspective
§ Be financially sustainable
§ Link to Planning Documents (Tahoe City Mobility Study, Tahoe Basin Area Plan)
§ Be innovative, creative & enhance a sense of community
§ Leverage one-time County funding assistance
§ Provide flexible space allowing a variety of uses depending on time of year/day
§ Consistent with community vision for the property

The County aims to enter into a long-term lease with an entity to design, construct and operate a self-sustaining business that will bring
economic vitality to the area. 3Confidential Final Draft 7-1-19



Two Proposals

The County received two favorable submittals
in response to the RFI, Siren Arts at Tahoe
City and The Commonwell, that are profiled
and analyzed throughout this report.
This report analyzes the market and financial
conditions that influence the market
opportunity for both proposals. In addition to
providing conclusions related to the Siren Arts
and Commonwell proposals, HSP was also
asked to provide an additional highest and
best use recommendation based on the results
of the market analysis. Given the usage
constraints of the site, market and financial
conditions are only part of the decision matrix.
The balance of this document details the
market analysis and conclusions related to the
redevelopment of the Firehouse Properties site
in Tahoe City.

4Confidential Final Draft 7-1-19



Headline:

Neither of the proposed projects is currently financially viable. The most
viable, highest productivity, highest impact allowed use is Commonwell’s
concept, but it still falls short as of today.

The site size, environmental constraints, allowable uses, parking restrictions
and building envelope restrictions all contribute to making this jewel of a site
too expensive to develop without assistance. If more space were
allowed, economies of scale would improve the financials on a return-per-
square-foot basis, but still would not likely decrease the cost/SF enough to
make any project commercially viable.
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Site

The site is located in the heart of Tahoe City,
but is limited in size and capacity. There are a
number of restrictions on the site.
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Assessment as Currently Proposed

7

As currently proposed, both projects provide the intangible items desired, but lack the financial and other elements necessary
to be developed or sustainable, as currently proposed. In terms of serving the needs of the entire community, that is a
subjective item and HSP makes no clear judgement on that.
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Zoning Limitations
Firehouse 
Properties

Zoning Permissible Uses

Minor Use Permit
§ Employee Housing
§ General Merchandise (bike shop or retail)
§ Cultural Facilities
§ Publicly Owned Assembly and Entertainment
§ Outdoor Recreation Concessions
§ Arts & Crafts Center or Gallery

Conditional Use Permit
§ Eating and Drinking Establishments (Restaurant, Brewery)
§ Food and Beverage Retail Sales
§ Amusement and Recreational Services
§ Privately Owned Assembly and Entertainment
§ Participation Sports (Climbing wall or indoor golf)

Not Allowed
§ Hotel
§ Hostel
§ Professional Office
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Proposal Overview:  
Commonwell

The Commonwell Project Team, led by
brothers Justin and Kele Dobrinski of Colossus
MFG., believes that a common love of the
outdoors bonds locals and tourists.
The Commonwell Project is a play on
“commonwealth” which is a community of
shared interests and the word “well” evokes
the idea of “wellness” and the age old concept
of a local “watering hole” where stories and
experiences are shared.
The Commonwell Project reimagines the heart
of Tahoe City as a must-visit destination that
will involve a true public-private relationship
as a groundbreaking waterfront development
that turns pavement into green space, creates
local economic stability, and both visually and
functionally embodies the spirit of Tahoe City.
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Project Evolution:  
Commonwell 

The Commonwell team provided detailed
financials twice during the process, before and
after the building envelope results were better
known.

The original proposal included approximately
40,000 SF of developed space, including
27,000 SF of leasable space and 107 parking
spots. Total cost of $34 million, with $7
million from public/donated sources.

The revised proposal includes approximately
20,000 SF of space (all leasable) and 35
parking spots for a total cost of $14.5 million,
with $4.25 million from public/donated
sources.

Based on new info regarding the building
envelope, budget and leasable area, HSP then
applied market lease and expense rates to the
plan. These adjustments resulted in lower
revenues, higher expenses and a larger likely
feasibility gap (nearly $10 million).
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Proposal Overview:  
Siren Arts

Siren Arts, in collaboration with Olson-Olson-
Ena, LLC, plans to bring a revenue-generating
multi-use community space focused on arts
and culture to the heart of Tahoe City.
Siren Arts, as a 501(c)(3) non-profit, will serve
as curator of programming and facility rental,
bringing outside performances, artists and
events to the space to serve the public and
generate revenue.
The $22 million, 23,000-square foot space
could offer artist studio spaces, classrooms,
year-round event space (theater capacity of
300+), and a commercial kitchen as well as
vital office space for key non-profit and
community-based organizations in the area.
An endowment to support operations of $8
million was also proposed, bringing the total
capital needed to $30 million.
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Project Evolution:  
Siren Arts 

The Siren Arts proposal evolved as well during
the process.

The original proposal included the potential
for artist lofts, but this evolved into non-living
artist studio spaces.

Based on new info regarding the building
envelope, HSP made adjustments to the space
program and budget (reducing development
cost from $22 million to $19 million), as well
as the business plan from a best-practices
perspective. These adjustments resulted in a
lower development cost and lower operating
losses.

The financial gap to be filled was reduced from
approximately $30 million to approximately
$21 million, assuming the $19 million upfront
cost and $2 million for ten years of operating
support.
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High-Level 
Comparison

The County received two favorable submittals in
response to the RFI, Siren Arts at Tahoe City and
The Commonwell, that are profiled and analyzed
throughout this report.
HSP compared the original submitted proposals,
plus revised versions based on the reduced
building envelope.
HSP also completed demand and financial models
for both projects, as revised to fit the smaller
building envelope.
As shown, the financial gap estimated by HSP is
more than double what is estimated by
Commonwell and totals $9.7 million.
For Siren Arts, their original proposal suggested
$30 million in donated funds to cover upfront
cost and ongoing endowment. HSP’s revised
estimate is $18.7 million upfront and $2.1 million
assumed to be needed over the first ten years of
net operating loss, for a total gap of $20.8 million.
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HSP reviewed Commonwell’s projections and, based on market data, made
projections regarding the likely future performance of the Project. HSP’s assumed
rents were lower and expenses were higher than the proposal, leading to a lower
net operating income than their revised proposal.

Proforma - Commonwell
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HSP projected supportable financing based on debt coverage ratio of 1.3x and a
25-year loan at 8.0% interest. Remaining profit for equity needed to support an
18% average annual return. The results support $3.8 million in debt, $1 million in
equity, resulting in a gap of $9.7 million. Supportable development cost is
$244/SF vs. cost of $736/SF.

Supportable Financing -
Commonwell
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HSP assumed $24 spent per visitor to the Project and $391 of sales per square
foot, based on achievable sales and rent levels. Of the total of nearly 350,000
customers per year, 10% were assumed to be new daytrippers, while 2% were
assumed to be new overnighters, resulting in 12% of customers (1.24 million over
30 years) assumed to be net new to the market.

Net New Visitation -
Commonwell
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Impact Detail -
Commonwell

HSP uses the IMPLAN model to calculate
indirect and induced impacts (waves of
spending from direct spending). HSP uses per
daytrip and per overnighter spending by
category to calculate direct spending per
person per daytripper and overnighter. HSP
only counts new/recaptured spending as
having a positive impact, whereas the other
spending is recycled.
Based on the analysis, over the period, $107.5
million in new direct spending is expected,
with indirect and induced spending bringing
the total to nearly $190 million.
New earnings are about one-third of new
spending that ends up supporting 40 new full-
time equivalent jobs in the County.
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Impact Summary -
Commonwell

Total new spending is projected to be $189
million, with $63 million in new earnings
supporting 40 full-time equivalent jobs.
HSP also calculated local fiscal impacts from
new spending in the market. The lodging tax
of 10% is expected to increase by $1.6 million
from the Commonwell over the 30-year
period, while the local 1.25% sales tax is
expected to increase by $1.3 million. Property
tax paid by the Project is estimated to generate
$500,000 over the period. In total, $3.4
million in net new fiscal impact is expected.
Construction spending is based on $14.5
million and splits 60/40% labor/materials.
These then have indirect and induced impacts
in the market. Overall, 161 one-time job-years
are expected from the development.
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HSP reviewed Siren Arts’ design and adjustments during the review process.
Originally, there was consideration of artist lofts, which then converted to artist
spaces. The building envelope was then reduced to match the amount allowed.
HSP recast the program to keep as much, and actually more rentable space, than
had originally been planned.

Assumed Program – Siren 
Arts
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HSP reviewed Siren Arts’ projections and, based on market data, made projections
regarding the likely future performance of the Project. HSP’s assumed a pure
rental model to reduce production risk and staffing expense. When not counting
artist space uses, HSP still projects more than 100 events per year, however most
would not be performances, but rather receptions (including weddings),
conferences and meetings.

Event Projection – Siren 
Arts
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HSP estimated average and total attendance by type of event, based on the size of
available spaces. On average, events range in attendance from 50 for meetings to
260 for entertainment events. Total attendance is expected to stabilize at nearly
15,000 visitors/attendees per year.

Attendance – Siren Arts
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Proforma – Siren 
Arts

HSP created a model that is used for event
facilities and, based on a number of
assumptions regarding rental rates, staffing,
utilities and other costs, resulted in a facility
that requires a bit more than $100,000
annually in operating support once it ramps
up. The initial years show heavier operating
losses, as is typical for these facilities.
Siren Arts’ original projection suggested that
the annual operating budget would be $1.5
million, with a $400,000 operating loss per
year. HSP believes that to be too risky and
large of a business model to run in such a
small space. While it is typical that one-third
of annual budgets for arts facilities needs to be
donated, HSP believes that this small facility
can overachieve if staffing is limited,
production risk is limited (only rent the
facility, do not promote/produce events) and
conference, meeting and reception business is
maximized.
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Supportable 
Financing – Siren 

Arts
Because the facility is not expected to
generate operating cash flow, there is
no supportable loan nor supportable
upfront equity. As a non-profit, all
upfront funding will need to be
donated or secured from beneficial
sources.
Because of the ongoing operating
deficits, assumed to total $2 million
of ten years, this amount will also
need to be secured or an endowment
created to mitigate the losses.
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HSP made assumptions for the various types of events in terms of new daytrippers
and overnighters. Given the small local population and desire for a place to host
events from those visiting, HSP expects that most of the users will be non-local,
leading to 62% (about 264,000) of the 425,400 visitors over 30 years to be new.

Net New Visitation – Siren 
Arts
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Impact Detail –
Siren Arts

HSP uses the IMPLAN model to calculate
indirect and induced impacts (waves of
spending from direct spending). HSP uses per
daytrip and per overnighter spending by
category to calculate direct spending per
person per daytripper and overnighter. HSP
only counts new/recaptured spending as
having a positive impact, whereas the other
spending is recycled.
Based on the analysis, over the period, $51.6
million in new direct spending is expected,
with indirect and induced spending bringing
the total to nearly $90 million.
New earnings are about one-third of new
spending that ends up supporting 17 new full-
time equivalent jobs in the County.
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Impact Summary 
– Siren Arts

Total new spending is projected to be $90
million, with $28 million in new earnings
supporting 40 full-time equivalent jobs.
HSP also calculated local fiscal impacts from
new spending in the market. The lodging tax
of 10% is expected to increase by $2.2 million
over the 30-year period, while the local 1.25%
sales tax is expected to increase by $0.6
million.
Construction spending is based on $18.7
million and splits 60/40% labor/materials.
These then have indirect and induced impacts
in the market. Overall, 207 one-time job-years
are expected from the development.
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Comparative 
Summary with 

Impact
As shown, the Commonwell proposal, as
reduced, returns the most on investment and
the most impact overall and per dollar invested.
The fiscal impact returns 35% of the current
financial gap.

The Siren Arts proposal, as reduced and with
more credit given on the operating side than
projected by the development team, requires
100% of upfront and ongoing operating losses
to be donated upfront and ongoing.

The fiscal return of $2.8 million over 30 years is
less than the $3.4 million in return for the
Commonwell and mitigates only 14 percent of
the economic gap for the project. In total and
per dollar spent, the Commonwell is the higher
and more productive use for the site and safer
investment for the community, all else being
equal.
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Conclusions:
Highest & 
Best Use

Neither of the proposed projects is currently financially viable. In fact, even a
hotel (not allowed), which is likely the highest and best use, would not be
feasible due to high costs versus potential profit. The most viable, highest
productivity, highest impact allowed use is Commonwell’s concept, but it still
falls short.

The site size, environmental constraints, allowable uses, parking restrictions
and building envelope restrictions all contribute to making this jewel of a site
too expensive to develop without assistance. If more space were allowed,
economies of scale would improve the financials on a return-per-square-foot
basis, but still would not likely decrease the cost/SF enough to make any
project commercially viable.

HSP recommends that the County make a determination regarding the
amount of upfront funding it is willing and able to provide for the
redevelopment of the site. This figure could at least be the amount necessary
to redevelop a mostly passive use. The County could choose any figure to
apply equally or to mirror the fiscal impact of a project, which would suggest
different figures, depending upon the proposed use.
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Next Steps:
For next steps, HSP recommends that each group be given the chance to
prove out their ability to develop their project. For each, the hurdles are
different, based on what they have proposed.

The County’s contribution could be based on both fiscal and community
benefit measures, as well as a recognition of baseline costs to develop
anything on the site (demolition, etc.).

HSP suggests that the groups be given a specific time period to prove out
their plans, based on the following:
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Next Steps:
Commonwell

For Commonwell:

§ Add an experienced developer to the team,
§ Revise development costs down, if possible, to mitigate the funding gap,

§ Show how the revised project will sit on the site and have enough parking
to accommodate demand,

§ Reduce financing/financial projections down to match the market reality,
similar to HSP analysis, unless proven otherwise,

§ Secure commitments for tenant spaces at rent levels that support the
financing and proforma, and

§ Assume a minimal contribution by the County (to be determined) and
show how the remainder of the financing can be achieved by private debt
and equity, including terms (interest rate, amort period, debt coverage
ratio, loan-to-value and loan-to-cost metrics) from a private lender.
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Next Steps:
Siren Arts

For Siren Arts, a community arts/events space would be a non-profit model
in any market. Often, the public sector funds and owns these facilities.
Therefore the challenge is not demonstrating a breakeven or better model,
but demonstrating the ability to fund, manage, operate, produce events and
successfully sustain the Project.
As such, to move forward on this or any other site, the Siren Arts group
would need to:
§ Add an experienced arts/events facility/financialmanager to the team,

§ Revise development costs down if possible to mitigate the funding gap (if
possible),

§ Show how the revised project will sit on the site and have enough parking
(or nearby) to accommodate demand for events,

§ Secure as strong of commitments as possible for artist spaces at rent
levels that support the financing and proforma,

§ Provide more detail and commitment from potential user groups,
assuming either a rental model, a production at-risk model or a
combination thereof. The HSP model is a rental model, the least risky.

§ Assume a minimal contribution by the County (to be determined), and
§ Show commitments for the remainder of the financing (upfront and

endowment to fund operating losses).
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Conclusions:
Firehouse 
Properties 

Based on the analysis, the County could commit funding to a
project on the site, (to-be-determined by the County). If neither
project moves forward, the County could use the funds to create the
semi-passive use with the pavilion.
§ For Commonwell, based on the models showing a financial gap

of $9.7 million, the group would need to show higher lease
commitments and cost reductions to mitigate the funding gap.

§ For Siren Arts, based on the models showing a financial gap of
$20.8 million (which is lower than the $30 million they initially
proposed), the group would need to show funding/donor
commitments (or cost reductions or both) in order to mitigate
the funding and ongoing operating gaps.

§ The County can request whether each group would like to
continue, given these mathematical and financial realities.

§ HSP does not believe that any group should be provided the site
to use as a stop-gap or intermediate step in the process.
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Thank you
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