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Objective: To consider the underwriting 
recommendation of a $2M Forgivable Loan 
for the historical renovation the Fine Arts 
Theater 

Objective & Agenda 

2



Strategic Focus Areas

Key Focus Area 3: 
Foster Economic Opportunity and Affordability

• Increase Tourism 

Economic Development Strategic 
Initiatives 

• 2040 Comp Plan – Redevelop Fine Arts Theater
• Downtown Development: continue to utilize 

various tools to stimulate new private investment 
in the downtown 



TIRZ Creation

Cities and Counties may create a TIRZ when 
the areas is:
• Unproductive, underdeveloped, blighted 

and deteriorated
• Predominately open space and because of 

obsolete platting, deteriorating structures 
or other factors, substantially impairs the 
growth of the city/county

• Adjacent to a “federally assisted new 
community”

This project helps to eliminate blight in the 
zone and the face of the Downtown Square
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Lot

10,530 SF

Hooligans 
4,675 SF

McNeill’s
14,642 SF
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6,000 SF

Fine Arts
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Fine Arts Theater, a Timeline
A  P I L L A R  O N  T H E  D E N T O N  S Q U A R E
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F I N E  A R T S  
T H E A T E R

According to 
Sanborn maps, the 
current Fine Arts 
Theater space was 
the “Opera House” 
with a drugstore 
inside. 

While the footprint 
of the space 
remained the same 
(a balcony on top 
with a split floor 
level), business 
inside changed. 

According to 
Sanborn maps, a 
Tailor shop was 
added to the Fine 
Arts space on Elm 
St. 

The Magill Shepard 
Furniture and 
Undertaking store 
provided services to 
Denton residents 
for nearly 20 years. 

According to 
Sanborn maps, an 
unnamed theater 
was present in this 
space in 1926.

The grand opening 
of the Texas Theater 
was Wednesday 
August 28, 1935. First 
movie shown at the 
Texas was “We’re in 
the Money”

After renovations 
and rebranding, the 
Texas Theater 
opened as the Fine 
Arts Theater.



Fine Arts Theater, a Timeline
A  P I L L A R  O N  T H E  D E N T O N  S Q U A R E

1952 1981 1982 1982 2000s

E I S E N H O W E R  
V I S I T S  
D E N T O N
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“Welcome Ike we 
wish you could 
stay” reads the 
marquee. 

After holding on with 
low ticket sales and 
the rise and fall of 
theater row, Fine 
Arts Theater closes. 

Fine Arts Theater 
briefly reopens as a 
dollar theater. 

In October of 1982 
there was a fire in 
the Fine Arts 
Theater. 

Throughout the early 
2000s the Fine Arts 
Theater operated as 
a Church on 
Sundays and 
occasionally as a 
venue.

1957

F I N E  A R T S  
T H E A T E R

After renovations 
and rebranding, the 
Texas Theater 
opened as the Fine 
Arts Theater.



NorthBridge Realty

Brad Andrus and Barak Epstein 

Denton Projects

• 222 S. Elm (Station 222)
• Texas Downtown Presidents’ Award Finalist 

• 212 S. Elm (Axis Realty Group)

• 101 W. Hickory St (Free Play)

• Guaranty Bank & Trust (University Dr)

• SOMA (Fort Worth, TX)



Aviation 
Cinemas

• Jason Reimer & Barak Epstein

• Texas Theater

• Oak Cliff Film Festival



Rehabilitated Fine Arts Theater

Project Details

• Capital investment: $9,969,232

• 200 seat main theater; 30 seat VIP 
Mezzanine

• 50 seat private theater

• Concession and bar

• Multi-use; movies, film festivals, 
concerts, live performance, and private 
event rentals 



Rehabilitated Fine Arts Theater

Project Details

Aquisistion $769,442

Pre Development Cost $1,377,272

$2,146,714

Rehabilitation Costs $5,185,490

Furniture & fixtures $629,985

$410,000

Interest & related costs $672,409

Total Rehabilitation costs $6,897,884

Cash Reserve/DSCR Requirement $924,634

Total Project Cost $9,969,232

Development Budget

Soft costs

Project Details

% Project Cost

Equity 2,029,313.95$   20%

Façade Grant 50,000.00$         1%

Bank Loan 3,195,000.01$   32%

Historic Tax Credits 2,694,917.68$   27%

Forgiveable Loan 2,000,000.00$   20%

Total Sources 9,969,231.64$   100%

Source



Underwriting Report 

• Developer's Credentials & Support 
Team:

• Expertise in real estate development, 
management, and business operations.

• Supported by an experienced team, 
including Jason Reimer, a key figure at Texas 
Theater.

• Mr. Reimer, as a Class B Member of Fine 
Arts Theater of Denton LLC, assists in 
building design and viability assessment.

• Financial Capacity:
• Developer can fund rehabilitation cost 

overruns and has invested $2,146,714 in 
the Project, pledging additional assets 
beyond the requested $2,000,000 
incentive.



Underwriting Report 

• City Incentives:

• The Project is eligible for City economic 
development incentives.

• Without these incentives, the Project will not 
proceed due to financial gap in project funding

• Developer's Investment:

• Invested $2,146,714 in the Project and willing to 
pledge more.

• Developer's total contribution exceeds the 
requested incentive of $2,000,000 and will forgo a 
$250,000 fee for 10 years.

• Return on Investment:

• With City’s incentive, the Developer projects a 0% 
return for 6 years and less than 3% from years 7 to 
10.

Recommendation for City Incentive:

• $2 million forgivable 0% loan, deferred 
payments for 10 years post-rehabilitation.

• Loan is forgiven by 10% annually, if the 
Project remains operational under consistent 
ownership.

• After 10 years of operation, the loan is 
entirely forgiven. An exception: funds 
remaining in the reserve account will be 
returned to the City after 10 years.

• Before any incentive is awarded:

• Convert Developer Notes worth $346,593 (as 
of 2/28/23) to equity.

• Project can't be sold or cash out refinance 
until loan is fully forgiven. Any early sale or 
refiance requires full loan repayment and 
City's written consent.

• ACI North LLC, a non-voting member, will 
assist in Project management. City must 
review and approve their involvement before 
granting any incentive.



Financial Gaps Analysis

Two types of “Gaps” 

Renovation Funding Gap Debt Service Reserve Funding Gap 
Loan to Cost 4,897,421$       

Loan to Value 3,195,000$       

Financial Gap 1,702,421$       

LTC LTV

Gap

1.25 Debt Coverage Ratio 4,217,468$ 

Net Operating Income 3,292,834$ 

Financial Gap 924,634$    

DCR

Gap

NOI

D/S 1.25

D/S



Financial Gap Funding 

Renovation Funding Gap Debt Service Reserve Funding Gap 

Gap 
Funding

Gap Gap

Gap

NOI
Forgivable 

Loan

Equity

Gap 
Funding

Equity from Developer 627,055$          

Forgiveable Renovation Loan 1,075,366$       

Loan to Value  Gap 1,702,421$      

Forgivable Reserve Loan 924,634$          

1.25 DCR Gap 924,634$          
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Fiscal Impact Analysis

• Scenarios
• Pessimistic – 5% Rate of Return
• Normal – 7.9% Rate of Return 
• Optimistic – 9.7% Rate of Return

• Developer Return on Equity – 3%



Downtown Tax Increment Fund Revenues and Expenditures



Downtown Tax Increment Fund Revenue Forecast



Economic Impact 

• In stand-alone theaters, 20.4% of 
people dine or shop around their 
movie experience.

• 50.6% of theater patrons dine or shop 
around their movie experience when 
visiting a Main Street theater in Texas

• Surrounding businesses are expected 
to have a $20,803,966 increase in 
revenues prompted by patron’s visits 
to the theater. 



Patron Activity at Free-Standing vs. Main Street Theater Locations

2.6% Retail & Leisure

8.9% Dining

BEFORE AFTER
1.2% Retail & Leisure

7.7% Dining

8.8% Retail & Leisure

14.9% Dining
BEFORE

7.4% Retail & Leisure

19.5% Dining

AFTER

Main Street

Free-Standing



Community & Economic= 
Impact

• Arts Job Training
• Historic Fine Art Theater to partner with UNT Media Arts 

& Hospitality Management Department

• Training, jobs, and internships for film and theater majors 

• Community and Special Events
• Non-profits, civic and community groups, or local 

businesses

• Regional festivals such as film, music, and arts culture

• Private rentals such as weddings or party venue

• Education
• DISD field trips to view educational/historical films

• HS theater arts and film education, including film labs 
aligned to TX Essential Knowledge and Skills

• Partnerships
• Classic and historical movie series

• Greater Denton Arts Council, Thin Line and Black Film 
festivals and KUZU radio



Options and Recommendations

• National Development 
Council (NDC) recommended 
incentive 

• No incentive 


