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Atascadero City Council   

Staff Report ï Community Development Department 
 

PLN 2009-1341 

CUP 2009-0244 / RAB 2010-0019 

 

Conditional Use Permit for a 

10 Screen Movie Theater / Retail / Restaurant building 

 

Request to Summarily Vacate a Portion of 

Atascadero Mall Ave. and El Camino Real 

 

6320 - 6490 El Camino Real  

(Hoff / Wysong) 
 

RECOMMENDATIONS:  
 
Planning Commission Recommends the City Council:  
 

1. Adopt Draft Resolution A approving Road Abandonment 2010-0019 to 
summarily vacate a 10-foot wide road and landscape easement along the El 
Camino Real right-of-way, and a portion of Atascadero Mall Ave based on 
findings and subject to conditions of approval; and,  
 

2. Adopt Draft Resolution B approving a Conditional Use Permit, height waiver, and 
Tree Removal Permit for the La Plaza Theater project based on findings and 
subject to conditions.  
 

 

REPORT-IN-BRIEF:  
 
The proposed application consists of a request for a Conditional Use Permit to allow a 
39,680± square foot building containing a 10 Screen Movie Theatre (33,000± sf), retail 
space (2350± sf), and sit down restaurant (4330± sf) on a 1.5± acre site, with a height 
waiver exception request, a tree removal permit for one 6-inch White Oak and road 
abandonment of a portion of Atascadero Mall Road and an easement along the El 
Camino Real frontage. 
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The Planning Commission held a hearing on the proposed project on April 20, 2010 
and is recommending approval of the project on a 6-1 vote.  A video tape of the 
meeting and draft Commission minutes are available on-line at www.atascadero.org. 
 

1. Property Owner:  Ben Hoff LLC, PO Box 928, Atascadero, CA 93423  
 

2. Project Applicant: Larry M. Wysong, Wysong Construction,  
7025 Morro Road, Atascadero, CA 

 
3. Project Address:  6320 ï 6490 El Camino Real, Atascadero, CA 93422 

(San Luis Obispo County) 
APN 030-191-030, 031, 016, 017, and 030-193-003 
 

4. General Plan Designation:  Downtown (D) 
 

5. Zoning District:   Downtown Commercial (DC)   
 

6. Site Area:     1.5 acres 
 

7. Existing Use:   Retail Commercial, Fire Damaged Commercial, 
Cellular Communication Tower  

 
8. Environmental Status: Proposed Mitigated Negative Declaration 2010-0001 

 

DISCUSSION: 
 
Background 
 
On March 11, 2010 the City held a Joint City Council / Planning Commission Study 
Session to review the proposed project.  The purpose of the meeting was to provide the 
applicant with an opportunity to present the project and for the Council, Commission 
and public to ask questions.  The Council was supportive of the project and directed 
staff to provide additional information on the following issues: 
 

 Information about how films are distributed to theater operators. 

 Additional parking information including possible diagonal parking on El Camino 
Real, recommendations of Downtown parking study, passenger loading zone, 
and provision of accessible (ñADAò) parking.  

 Additional information on road abandonment, reuse of road area and access to 
the pedestrian tunnel. 

 More information on the height waiver, appearance of the rear of the building 
and signs.   

 
This information is included in the staff report.   
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Analysis: 

 
The proposed project consist of a 39,680± square foot building that will contain a 10 
screen movie theater, retail stores and a sit down restaurant.  The project is located in 
the center of downtown directly across from the Sunken Gardens.  The project site is 
1.5 acres that has been owned by the Hoff family for many decades.  A large building 
that housed a thrift store burned down in 2008.  A coffee shop, beauty parlor and cell 
tower still remain on the site.  The project would provide a significant activity anchor and 
architectural feature in the middle of the Cityôs Downtown Redevelopment area.  The 
project appears to be consistent with the Cityôs redevelopment goals and vision for the 
Downtown.  The project will be in direct competition with the Colony Square theaters 
that are currently under construction.  This issue was discussed at length during the 
study session and no direction was given to staff to analyze the possible economic 
issue of two competing theaters.  
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Project Design and Appearance 
 
The project proposes to create a grand architectural statement with a large glass lobby 
surrounded by two high towers.  The building will be primarily stucco with decorative 
features included on the street frontages.  Two retail spaces will be provided along the 
El Camino Real frontage to break-up and enhance the street appearance and 
pedestrian scale.  A sit-down restaurant space is provided past the lobby near the 
freeway property line.  The rear and northwest end of the building are purely utilitarian 
and lack in significant architectural treatment.  The applicant is requesting that the 
standard requirements for colors, materials, trim details and signs be deferred.  
Planning Commission is recommending the final architectural elevations, details and 
signs be resubmitted for Planning Commission approval prior to approval of building 
permits.  Commission is also recommending that additional architectural features and 
detailing be added to the portions of the rear and northwest elevations that are visible 
off site.   
 

 
 
The building is located directly adjacent to the sidewalk consistent with Cityôs Downtown 
Design Guidelines and the building occupies over 90% of the site.  The project is not 
proposing to provide any off-street parking and a narrow landscape area will be 
provided at the rear along the freeway frontage.  The primary exterior amenity of the 
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project will be the sidewalks and streetscape.  The applicant is requesting the 
landscape plan, grading plan, drainage plan, utility plan and handicapped accessibility 
plans be deferred.  Due to the flat site and minimal grading required, staff is not 
objecting to this request and has conditioned these items to be provided at time of 
building permit.  The Planning Commission is recommending that the landscape and 
streetscape plans be approved by the Planning Commission prior to building permit 
issuance.   
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Height Exception 
 
The proposed project is located in a special Downtown Zone that restricts the height of 
buildings to 18 feet.  This requirement was adopted as part of the Redevelopment Plan 
in 2000.  The purpose of the restriction was to provide a visual window between the 
freeway and the historic City Hall.  However, due to the presence of vegetation within 
the freeway right-of-way, there is limited visibility of City Hall from the freeway.   
 

 
 
 
The applicant is requesting a height exception consistent with section 9-4.113 of the 
Zoning Ordinance to allow a 40± foot tall building with tower features up to 72± feet tall.  
The proposed building will be similar in size to the Carlton Hotel and the tower features 
will be taller than the existing cellular tower on the site.  Architecturally, this will be a 
very large and tall building that will be visible from the freeway.  Planning Commission is 
recommending that portions of the building that are visible from the freeway receive 
additional architectural detailing and treatment.   
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Deferred Submittals  
 
The applicant is requesting that the Planning Commission / Council defer the submittal 
requirements for the following plans. 
 
· Color & Material Board 
· Signage Plan 
· Grading Plan / Accessibility Plan 
· Drainage / LID Plan 
· Utility Plan 
· Landscape Plan  

 
Although these plans are standard requirements for CUP applications, the Council 
provided direction at the Study Session to defer the requirement for these plans.  The 
project is conditioned that these plans be provided at time of building permit submittal.   
 
Economic Issues 
 
A 10 screen movie theater is currently under construction downtown in the Colony 
Square project.  The Colony Square project is a mixed use entertainment, retail and 
residential project that is considered a significant part of the Cityôs Downtown 
Revitalization Plan.   
 
The proposed La Plaza Theater would also have 10 screens, bringing a total of 20 
movie screens to downtown Atascadero.  The City has no current policy or ordinance 
that requires the economic analysis of commercial projects.  Under CEQA, economic 
impacts are not considered environmental issues unless they have the potential to 
create off-site blight.  Blight is considered an environmental impact.  There does not 
appear to be a likelihood that the La Plaza theater would cause blight to occur at the 
Colony Square project.  Therefore, the proposed CEQA document does not include an 
economic / blight analysis.  The economic feasibility of 20 screens in Atascadero was 
discussed at length during the Study Session.  In the end, the Council did not request 
that an economic analysis of the project be prepared.  The Council did request 
additional information regarding how films are distributed to theater operators.  This 
information is included as Attachment 4.   
 
Parking 
 
Downtown parking continues to be a cyclic issue in Atascadero.  When the Carlton 
Hotel and restaurant opened in 2004, downtown parking became a significant issue.  
Currently, with the economic down turn, downtown parking is not an issue at this time.   
 
The Downtown Zoning Ordinance does not require parking for commercial uses in the 
downtown north of Atascadero Creek.  Consistent with section 9-3.263, the proposed 
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project does not include any off-street parking.  In addition, under the latest CEQA 
guideline revisions, parking is not considered an environmental impact.  Although the 
ordinance does not require downtown parking, due to the size of the project there is 
likelihood that the project will create parking impacts.  One of the required CUP findings 
is that a project will not have a negative impact on the surrounding neighborhood.   
 
 

 
 
Based on the Downtown Parking Model, the theater, retail stores and restaurants will 
have a parking peak demand on weekend evenings.  According to the parking model, 
the monthly weekend parking demand will range from 110 spaces in September to 428 
spaces in the last weekend in December.  If the Christmas weekend peak is excluded, 
the average weekend parking demand is 157 spaces (see following pages).  The 
applicant has provided a letter stating that they believe the projectôs parking demand is 
31 spaces (see Attachment 3).   
 
Based on the Downtown Parking Action Planôs recommendations, projects of this size 
should provide 25% of the required parking on-site.  In addition, the California Building 
Code requires six (6) handicapped accessible parking spaces to be provided for a 
project of this size.  Due to the site configuration, on-site parking does not appear to be 
feasible.   
 
Therefore, to minimize the projectôs potential neighborhood impact, Planning 
Commission is recommending that the applicant be required to permanently provide 46 
off-street parking spaces within 500 feet of the property.  The off-site parking 
requirement can be satisfied through a long term lease agreement with neighboring 
properties.  
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Project parking calculations: 

 

 25% of 157 average parking spaces =  40 parking spaces   

 Handicapped parking requirement:    6 spaces 
 

Total       46 spaces 

 

 

 
 

May 2006 City of Atascadero Parking Utilization and Management Study ð Action Plan 

 

Action Plan Item A-6 

Update the Downtown Parking Ordinance to address the following: 

Any parking deficits created by small in-fill developments could be covered through the usage of in-lieu 

fees to fund the construction of future public parking.  However, if the development is substantial and 
will require a large number of parking spaces (50 or more spaces), at least a portion of the 

required parking spaces should be provided on-site by the developer.  This will help ensure 

sufficient parking is provided overall, but also help ensure close, accessible parking is provided.  The 

remaining portion could be covered through the use of in-lieu fees and public parking.  For larger 
projects, a minimum of 25% of the required parking should be provided by the developer on-site. 
 

 
The Council requested additional information regarding the possibility of providing 
diagonal parking along El Camino Real.  Staff has reviewed this issue and determined 
that El Camino Real would need to be narrowed to one lane in each direction to provide 
for diagonal parking.  Any additional analysis of potentially reducing the lanes on El 
Camino Real would require an in depth traffic and engineering analysis.  Staff is not 
recommending that any resources be devoted to this issue.   
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Downtown Parking Model 
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Environmental Issues 
 
Staff has prepared and posted a Proposed Mitigated Negative Declaration for the 
project (refer to attachment 5).  Due to the downtown, infill nature of the project, staff 
did not identify any unusual or significant environmental impacts.  Standard mitigation 
measures have been added for air quality and water quality issues.   
 
Tree Removal  
 
A single, small 6-inch white oak tree in good condition is located in the landscape 
planter along the El Camino Real frontage.  Do to the location of the theater building 
and the growth characteristics of a white oak tree, this tree is being recommended for 
removal.  Project is conditioned to pay a $200 mitigation fee consistent with the Native 
Tree Ordinance for the removal of the tree.  Due to the size of the tree and the 
likelihood it was planted as a landscape feature, staff did not require an arborist report 
to be prepared.   
 
 
 
 



ITEM NUMBER: C - 1 

DATE: 05/11/10 

 

 
 
Findings - Conditional Use Permit 

 
The City Council must make the following findings in order to approve the Conditional 
Use Permit.  If the Council chooses to deny the project, one of the following findings 
must be sited as the reasons for denial. 

 
1. The proposed project or use is consistent with the General Plan and the Cityôs 

Appearance Review Manual. 
 

Staff Comment:   
The project architectural, site design and land use are consistent with the goals 
of the General Plan and the design standards of the Appearance Review 
Manual. 

 
2. The proposed project or use satisfies all applicable provisions of the Title (Zoning 

Ordinance).  
 

Staff Comment:   
As conditioned the project would be consistent with the zoning ordinance once 
the Planning Commission approved the request height waiver.   

 
3. The establishment, and subsequent operation or conduct of the use will not, 

because of the circumstances and conditions applied in the particular case, be 
detrimental to the health, safety, or welfare of the general public or persons residing 
or working in the neighborhood of the use, or be detrimental or injurious to property 
or improvements in the vicinity of the use.  

 
Staff Comment:   
Due to the size of the project and the lack of off-street parking, the project does 
have the potential to create parking impacts in the surrounding neighborhood.  
The project is conditioned to provide 25% of its required parking off-street in 
order to reduce this impact to an acceptable level. 

 
4. That the proposed project or use will not be inconsistent with the character or the 

immediate neighborhood or contrary to its orderly development. 
 

Staff Comment:   
The proposed project is consistent with the Downtown design guidelines and will 
not be detrimental to the surrounding neighborhood uses and character. 

 
5. That the proposed use or project will not generate a volume of traffic beyond the 

safe capacity of all roads providing access to the project, either existing or to be 
improved in conjunction with the project, or beyond the normal traffic volume of the 
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surrounding neighborhood that would result from full development in accordance 
with the Land Use Element. 
 

Staff Comment:   
A traffic analysis was prepared as part of the CEQA document and indicates that 
the project will not have a significant traffic impact on the surround 
neighborhood.   

 

Based on staffôs analysis in the preceding sections, it appears that all of the required 
findings for approval of a Conditional Use Permit can be made.  
 
Findings ï Height Waiver 

 
The Council must make the following findings in order to approve the Height Waiver.   
 
1. The project will not result in substantial detrimental effects on the enjoyment and 

use of adjoining properties. 

Staff Comment:   
The proposed project will create a significant architectural change in the downtown 
and will change character of the area surrounding the Sunken Gardens.  Due to the 
architectural character of the building, and the potential to reduce freeway noise in 
the Downtown, these changes would not be detrimental to the enjoyment of 
surrounding properties.    

 

2. The modified height will not exceed the lifesaving equipment capabilities of the Fire 
Department.   

Staff Comment:   
Although the proposed building is quite tall, the theater, retail store and restaurant 
are one story uses.  The tower elements are architectural features that will not be 
occupied.  The proposed height waiver will not exceed the capabilities of the Fire 
Departmentôs equipment.   

 
Road Abandonment 
 
The requested right-of-way abandonment will increase the size of the adjacent 
commercial property.  At present, a commercial development and theatere complex 
have been proposed for the site.  The requested abandonment is for two parcels of 
land: 
 

1.) All of the existing right-of-way on the north side of Atascadero Avenue (also 
referred to as ñAtascadero Mallò) between El Camino Real and the Highway 
101 right-of-way, which is approximately 0.24 acres, as shown below; and,  
  

2.) An excess 10-foot wide strip of land along the southwest side of El Camino 
Real, which is approximately 0.11 acres, as shown below. 
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The portion of the Atascadero Avenue right-of-way has served as essentially a driveway 
to the adjacent commercial properties since the construction of the freeway in the mid 
1950ôs.  The strip of land along El Camino Real was negotiated for as part of a previous 
road abandonment proceeding between the Hoffôs and the City in the early 1990ôs for 
landscape, sidewalk and road purposes.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Abandonment Process 
 
Right-of-way abandonments are governed by the following code sections from the 
California Streets and Highways Code and the Atascadero Municipal Code. In order for 
the proposed abandonment to be approved, the project must comply with all of the 
provisions and requirements set forth in each code section. 
 
California Streets and Highway Code Requirements 
 
Requirements for summarily vacating a road are found in the Streets and Highways 
Code, Section 8331 and 8334, which provides: 
 

10 FOOT ROAD AND 
LANDSCAPE 
EASEMENT ON EL 
CAMINO REAL. 

RIGHT-OF-WAY 
ABANDONMENT OVER 
ATASCADERO 
AVENUE. (ALSO 
CALLED 
ATASCADERO MALL) 

ATASCADERO 
MALL 

PROPERTIES 
IN QUESTION 
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8331. The legislative body of a local agency may summarily vacate a street 
or highway if both of the following conditions exist:  

 
 (a) For a period of five consecutive years, the street or highway 

has been impassable for vehicular travel. 
   
  (b) No public money was expended for maintenance on the street 

or highway during such period. 
 

8334. The legislative body of a local agency may summarily vacate any of 
the following: 

   
(a) An excess right-of-way of a street or highway not required for 

street or highway purposes. 
 
(b) A portion of a street or highway that lies within property under 

one ownership and that does not continue through such 
ownership or end touching property of another. 

 
 

El Camino Real Easement 
 
The El Camino Real right-of-way under consideration is a 10-foot wide strip of land 
created by an offer of dedication per Official Record 88-O.R.-114, and is in addition to 
the standard El Camino Real right-of-way width.  The subject portion of right-of-way has 
never been constructed or used.  The current alignment of El Camino Real and location 
of future sidewalks and streetscape features are, and will be, inside the standard 100-
foot wide El Camino Real right-of-way alignment.   In addition no structures have been 
built in the right-of-way and the open area has been impassable for five or more years.   
 
Atascadero Mall Right-of-Way 
 
The Atascadero Ave right-of-way under consideration was created by the original 
Atascadero Colony Subdivision map in 1914.  In 1982 there was a San Luis Obispo 
Superior Court order (2397 OR 908) that required the north half of Atascadero Mall 
Avenue between El Camino Real and the freeway be quitclaimed by Gordon Davis (as 
successor trustee of the Atascadero Development Syndicate) in favor of the Hoff 
Family.  The Hoff Family has been paying property taxes on the subject land since the 
subject court ruling.  Regardless of the court action, the public right to use the land as a 
public street was never waived by San Luis Obispo County, or later the City of 
Atascadero.   
 
The subject portion of right-of-way along the north side of Atascadero Mall Avenue has 
curb, gutter and sidewalk, and a paved street.  The street right-of-way is bisected by a 
City owned parcel where the current Main Street Office is located.   The businesses on 
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the south side of Atascadero Mall Avenue and the Main Street office will continue to 
use the southerly portion of the street to park and access their property. 
 
It is the staffôs recommendation that the entire right-of-way (0.24 acres) be abandoned 
to accommodate the currently proposed project.  The proposed abandonment is 
acceptable since the City would maintain access via public easements for vehicles and 
pedestrians. 

 
City Requirements  
 
California Government Code Section 65402 requires that all abandonments be 
consistent with the legislative bodies General Plan, as follows: 
 

ñIf a general plan or part thereof has been adoptedéno real property shall 
beévacated or abandonedéuntil the location, purpose and extent of 
suchéstreet vacation or abandonmentéhas been submitted to and reported 
upon by the planning agency as to the conformity with said general plan or part 
thereof.ò 

 
El Camino Real is identified in the General Plan Circulation and Bikeway/Trail diagrams 
as an arterial road; and, Atascadero Avenue is identified in the General Plan Circulation 
and Bikeway/Trail diagrams as a local road.  Commercial areas typically front to 
collector roads and they are two-way streets with maximum acceptable traffic volumes. 
The acceptable traffic volumes are dictated by residential concerns regarding intrusions 
rather than traffic capacity considerations.  Currently there are three businesses (other 
than Hoff) with driveways on Atascadero Avenue.  The existing road way is comprised 
of two travel lanes with a sidewalk on the eastern side. The 101 freeway borders 
Atascadero Avenue to the west.  
 
The Public Works Department has evaluated Atascadero Mall Avenue and has 
determined that the current southerly half of the right-of-way and existing improvements 
are sufficient to support the surrounding area at build-out.  Therefore, abandonment of 
the northern portion of the right-of-way would be consistent with the General Plan street 
classification and would maintain sufficient traffic capacity for future build-out. 
 
The project has been conditioned to provide a public access and utility easement 
across the Atascadero Avenue road area prior to abandonment.  This easement has 
been prepared and will be recorded prior to Council action (refer to attachment 7).  A 
condition has also been added to require any buildings or structures to be located 
outside the easement.   
 
Zoning Designation 
 
Staff has determined that when a right-of-way or portion thereof is abandoned, the 
zoning shall become the same as the adjacent zoning designation. The requested 
abandonment will be for the benefit of the adjacent parcel and will become part of the 
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Downtown Commercial zoned parcel. No new parcels will be created as a result of this 
abandonment. 
 

FISCAL IMPACT 
 
The applicant shall pay all fees and expenses to abandon the Right-of-Way.  City 
Council will be considering issues regarding right-of-way compensation and final terms 
of the property transfer. The theater and retail portions of the project will be revenue 
positive to the City regarding sales tax and property tax increases.   
 

CONCLUSIONS: 
 
The Planning Commission has found the proposed theater project to be consistent with 
the Cityôs downtown revitalization goals and guidelines.  The project will compete with 
the Colony Square theater project but would not create an inconsistency with any 
adopted City policy.  Parking is likely the biggest impact related to the project, but can 
be minimized with conditions to provide off-street parking.  The proposed building will 
be very large and tall and requires the Council to grant a height waiver.  Views from the 
freeway to downtown will be permanently changed by the project.   
 
The proposed road abandonments meet the criteria of the State Streets and Highways 
Code since: 
 

1.) the portion of the El Camino Real right-of-way has not been constructed on 
and has been impassable for vehicular travel for a period of five consecutive 
years, and no public money has been expended for maintenance on the subject 
right-of-way during the stated time period; and,  
 
2.) the portions of El Camino Real and Atascadero Mall Avenue right-of-way are 
considered excess right-of-ways not required for area circulation.   

 
The abandonment is also consistent with the Cityôs Circulation Element of the General 
Plan and will not reduce or interfere with necessary improvements to the road at build-
out, future bikeways, or planned trails. 
 
 

Bond 
payment 
for tree 
#31, 
impacted 
45% :  
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ALTERNATIVES: 
 
1. The Council may approve of the project with additional or revised project conditions.  

 
2. The Council may deny the project if it is found that the required findings cannot be 

made.  The Councilôs motion to deny must include a finding for denial.  
 
3. The Council may continue the hearing and refer the item back to staff for additional 

information or analysis.  Direction should be given to staff and the applicant on 
required information.  

 

ATTACHMENTS: 
 Attachment  1 ï Location Map (General Plan & Zoning) 
 Attachment  2 ï Municipal Code Sections 
 Attachment  3 ï Applicantôs parking letter 
 Attachment  4 ï Film Distribution Fact Sheet 
 Attachment  5 ï Public Comments received 
 Attachment  6 ï Proposed Mitigated Negative Declaration  
 Attachment  7 ï Atascadero Avenue Easement 
 Attachment  8 ï Draft Resolution A: Road Abandonment  
 Attachment  9 ï Draft Resolution B: CUP 
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ATTACHMENT 1:    Location Map (General Plan and Zoning)  

  6490 El Camino Real  

 

 

 

Project Site 
6490 El Camino Real 
  
Zoning: DC 
General Plan: D 
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ATTACHMENT 2:   Municipal Code Section s  

   

 

 
 

Municipal Code Sections  
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ATTACHMENT 3:   Applicantõs Parking Letter   
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ATTACHMENT 4:   Film Distribution and Film Finance Facts  

  Provided for Commission information  

 

 
FILM DISTRIBUTION AND FILM FINANCES 

 

The following is sourced from How Stuff Works- Movie Distribution
1
 

 

Here's the path a film usually takes to get to your local theater: 

 Someone has an idea for a movie. 

 They create an outline and use it to promote interest in the idea. 

 A studio or independent investor decides to purchase rights to the film. 

 People are brought together to make the film (screenwriter, producer, director, cast, crew). 

 The film is completed and sent to the studio. 

 The studio makes a licensing agreement with a distribution company. 

 The distribution company determines how many copies (prints) of the film to make. 

 The distribution company shows the movie (screening) to prospective buyers representing the 

theaters. 

 The buyers negotiate with the distribution company on which movies they wish to lease and the 

terms of the lease agreement. 

 The prints are sent to the theaters a few days before the opening day. 

 The theater shows the movie for a specified number of weeks (engagement). 

 You buy a ticket and watch the movie. 

 At the end of the engagement, the theater sends the print back to the distribution company and 

makes payment on the lease agreement. 

 
Once a distributor is interested in a film, the two parties arrive at a distribution agreement based on one of 
two financial models: 
 

 Leasing 

 Profit sharing 

 
In the leasing model, the distributor agrees to pay a fixed amount for the rights to distribute the film. If the 

distributor and the studio have a profit-sharing relationship, on the other hand, the distributor gets a 
percentage (typically anywhere from 10 to 50 percent) of the net profits made from the movie. Both 
models can be good or bad, depending on how well a movie does at the box office. The goal of both the 
studio and the distribution company is to predict which model will benefit them the most. 
 

Most theaters use buyers to represent them in negotiating with the distribution companies. Large chains 

such as AMC Theatres or United Artists employ buyers while small chains and independent theaters 

contract with a buyer. The negotiating process is very political. The buyers often will accept a movie that 

the theater is not very interested in to make sure they get a film they really want. Distributors try to balance 

the movies they lease to theaters in the same local area to make sure all of the theaters will continue to 

                                            
1
 Entertainment.howstuffworks.com/movie-distribution.htm/printable 

http://www.howstuffworks.com/framed.htm?parent=movie-distribution.htm&url=http://www.amctheatres.com
http://www.howstuffworks.com/framed.htm?parent=movie-distribution.htm&url=http://www.uatc.com


ITEM NUMBER: C - 1 

DATE: 05/11/10 

 

work with them. Sometimes a theater will get an exclusive or special engagement to premiere a 

movie in its area. Once a buyer is interested in a movie, the lease terms are discussed. 

 

 

The Need for Concessions 

 

There are two ways for a theater to lease a movie: 
 

 Bidding 

 Percentage 

 

Bidding requires that the theater agree to pay a fixed amount for the right to show the movie. For 

example, a theater might bid $100,000 for a four-week engagement of a new movie. During that time, it 

could make $125,000 for a profit of $25,000. Or it might take in only $75,000, which means the theater 

has a loss of $25,000. Few distribution companies use bidding anymore. Most agreements are for 

a percentage of the box office (ticket sales). 

 

In this sort of deal, the distributor and the theater agree to several terms: 

 

 The theater negotiates the amount of the house allowance, or nut, with the distributor. This is a 

set figure to cover basic expenses each week. 

 The percentage split for the net box office is set. This is the amount of box office left after the 

deduction of the house allowance. 

 The percentage split for the gross box office is set. 

 The length of engagement is set (typically four weeks). 

 
The distributor will get the vast majority of the money made by the movie. The agreement gives the 
distributor the agreed-upon percentage of the net box office or gross box office, whichever is greater.  
 

While first run movies that have just been released are loss leaders, movies that have been out for a 

while can be profitable for the theaters that show them.  Second run theaters often get very attractive 
leasing terms from the distributor. These theaters are facing increasing competition though, as first run 
theaters continue to show more movies past the traditional four to six week time frame. 
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ATTACHMENT 5:   Public Comments received  

 
 

 
 
 
 
 


