ITEM NUMBER: Cc-1
DATE: 07/27/10

Management Report i Community Development Department

Project Update #2
(Not a Public Hearing)

PLN 2009-1341
CUP 2009-0244 / RAB 2010-0019

Conditional Use Permit for a
10 Screen Movie Theater / Retail / Restaurant building, and
request to Summarily Vacate a Portion of
Atascadero Mall Ave. and El Camino Real

6320 - 6490 El Camino Real
(Hoff / Wysong)

RECOMMENDATION:
Council provide direction to staff for processing the project application.

(This agenda item and any public comments are not part of the official public hearing for
the project. Staff is providing Council with an update on the project and is requesting
direction on how to process the project.)

REPORT-IN-BRIEF:

On May 11, 2010, the City Council continued the Conditional Use Permit to allow a
39,680+ square foot (sf) building containing a 10 Screen Movie Theatre (33,000t sf),
retail space (2350+ sf), and sit down restaurant (4330 sf) on a 1.5+ acre site, a height
waiver exception request, a tree removal permit for one 6-inch White Oak, a road
abandonment of a portion of Atascadero Mall Road, and abandonment of an easement
along the El Camino Real frontage.

As part of the continuance, Council directed the project back to staff to analyze the
following issues:

1. Economic Feasibility Study of 20 Movie Screens



ITEM NUMBER: Cc-1
DATE: 07/27/10

2. Parking Impact Analysis
3. Expanded Master Plan Boundary
4. Downtown District Height Limit Zone Change

At the May 25, 2010 Council meeting the project was discussed further and the Council
clarified the requirements of the economic study.

On June 8, 2010, a project update report was provided to the City Council regarding the
status of the four outstanding project issues. No formal action was taken on the project.

The purpose of this report I's to update the Council
four project issues and request Council direction on processing the application.

DISCUSSION:

Analysis: On May 27, 2010, staff sent a letter to Larry Wysong (CUP applicant), John
Roush (La Plaza Theater operator), and Frank Rimkus (Galaxy Theaters CEO) outlining
t he Co direaionl(réfer to Attachment 2). On June 10, 2010, staff met with Mr.
Wysong to discuss the letter and the expanded master plan requirement. At that
meeting, Mr. Wys ong sai d t hat he was preparing
request. Mr. Wysongd dune 29, 2010 letter is provided as Attachment 1 and states that
he will not participate in an economic feasibility study and will not expand the
boundaries of the project master plan.

Based on the applicantds response, staff

proceed with the application. It appears that there are three general options for the
Council to consider:

1. Waive all Studies
Direct staff to process the project without the economic study, parking study or
expanded master plan.

2. Modify the Study Requirements
Direct staff to process the project with any combination of the following studies.
The Council may specific the scope and funding of any required studies.
a. Economic Study
b. Parking Study

c. Expanded Master Plan
3. Require all Studies

Continue to require the economic study, parking study and expanded master
plan to be provided prior to public hearing.

Background: The following is provided as background information and was presented
in the June 8, 2010 project update report.
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Economic Feasibility Study

At the May 11" hearing the Council raised a concern about the economic viability of two
competing 10-screen movie theater complexes in the City of Atascadero. During the
hearing conflicting evidence was introduced from the project applicant and Galaxy
Theaters about the market capacity to support 20 movie screens. Given the single use
nature of the buildings, the Council raised a concerned that oversaturation could lead to
failure of one or both operations leading to vacant buildings and a potential blight in the
Downtown. Since blight is a potential environmental impact under the California
Environmental Quality Act (CEQA), the Council will need adequate information to certify
the CEQA document.

In order to resolve this issue, the Council is requiring that an independent, third-party
economic feasibility study be prepared as part of the La Plaza CUP application. On
May 25", the Council clarified that the cost of the study will be shared between the
applicant and Galaxy Theaters. Furthermore, the Council requested the applicant and
Galaxy Theaters collaborate on selecting the study consultant. If the applicant and
Galaxy Theaters cannot agree on a consultant, the issue will be returned to the City
Council. The Council also directed that the cost of the study not exceed $15,000.

Staff has sent a letter to Larry Wysong (CUP applicant), John Roush (La Plaza Theater
operator), and Frank Rimkus (Gal axy Theat drecton
(refer to Attachment 2).

Mr. Wysong stated in his June 29, 2010 letter that he will not participate in
the preparation of an Economic Feasibility Study.

Parking Impact Analysis Study

The Downtown Zoning Ordinance does not require parking for commercial uses in the
downtown area, north of Atascadero Creek. Consistent with section 9-3.263, the
proposed 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.

At the May 11™ hearing, the Council raised a concern about the project creating a
significant parking impact on the surrounding neighborhood. The Council directed staff
to prepare an additional parking impact analysis for the proposed project. Staff was
able to prepare a basic parking demand calculation for the project using the Downtown
parking model, see table on the following page. However, staff does not have the in-
house capabilities to prepare a formal parking impact analysis for the project.
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Staff has contacted Carl Walker Inc., the original authors of the Downtown parking
inventory and plan, for a proposal to prepare a formal parking analysis. Carl Walker has

provided a proposal for $8750 to prepare the study (Attachment 3).
recommending the Redevelopment Agency fund the parking st udy

Downtown parking strategy consistent with City0 s
Updating the parking study will be of mutual benefit to the entire Downtown area.
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funded by the Redevelopment Agency. Council should provide direction to
staff on whether to initiate the parking study.

Downtown Parking Model

t

Shared Parking Model - Results

Total Total
Adjusted Adjusted
. Base Base
Land Use Units Weekday | Weskend
Parking Parking
Demand Demand
Community Shopping Center (<400.000 sg. ft.) 2.350 sf. ] 10
Regional Shopping Center (400.000 to 600.000 sq. ft.) 0 sf. 0 0
Super Regional Shopping Center (=600.000 sq. ft.} 0 sf. 0 ]
Fine/Casual Dining 0 sf. ] ]
Family Restaurant 4.330 sf. 46 66
Fast-Food Restaurant 0 sf. 0 0
Mightclulb 0 sf a a
Active Entertainment 0 sf. 0 0
Cineplex 1.400 | seats 2580 378
Performing Arts Theater 0 seats a a
Arena 0 seats 0 0
Pro Foothall Stadium 0 seats 0 0
Pro Baseball Stadium 0 seats 0 0
Health Club 0 sf. 0 0
Convention Center 0 sf. 0 0
Hotel - Business 0 rooms 0 0
Hotel - Leisure 0 rooms 0 0
Restaurant/Lounge 0 sf. 0 0
Conference Center/Banquet (20 to 50 sq. ft /guest room) 0 sf. 0 0
Convention Space (50 sq ft /guest room) 0 sf 0 0
Residential - Rental 0 units 0 0
Residential - Owned 0 units 0 0
Office (<25.000 sq. ft ) 0 sf 0 0
Office (25,000 to 100.000 sq. ft) 0 sf 0 0
Office (100,000 to 500.000 sq. ft) 0 sf 0 0
Office (=500.000 sq. ft.} 0 sf 0 0
Data Processing Office 0 sf. 0 0
Medical/Dental Office 0 sf. 0 0
Bank - Branch with Drive-in 0 sf. 0 0 Peak Month
OTHER 0 sf. 0 0 Peak Base Demand
OTHER 0 sf. 1] 1] Shared Parking
OTHER 0 sf. 0 0 Reduction
OTHER 0 sf. 0 0
OTHER 0 sf. 0 0
OTHER 0 sf. 0 0
3 B¢

Total Adjusted Base Parking Demand

@

=

Peak Day / Month Peak Hour of
Accumulation ay / Mont Accumulation
117 Weekday - January 8:00:00 PM
151 eekend - January 8:00:00 PM
102 \VWeekday - February 8:00:00 PM
130 VWeekend - February 8:00:00 PM
104 - March 5:00:00 PM
130 - March 5:00:00 PM
99 - April 5:00:00 PM
125 - April 5:00:00 PM
122 ;- May 5:00:00 PM
156 - May 5:00:00 PM
163 r - June 5:00:00 PM
210 - June 5:00:00 PM
201 \ ;- July 5:00:00 PM
262 Weekend - July 8:00:00 PM
161 Weekday - August 8:00:00 PM
208 NVeekend - August 8:00:00 PM
a9 'eckday - September 8:00:00 PM
110 eckend - September 8:00:00 PM
90 eekday - October 8:00-00 PM
112 eekend - October 8:00-00 PM
116 / - November 8:00-00 PM
143 Weekend - November 8:00-00 PM
115 / - December 8:00-00 PM
144 Weekend - December §:00-00 PM
321 Weekday - Late December (25-31) 5:00-00 PM
428 Weekend - Late December (25-31) 5:00-00 PM
428 Weekend - Late December [25-31] 8:00:00 PM
454
26
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Expanded Master Plan

The Council raised questions about the extent of the project, given the comments from
John Roush at the Joint Study Session and Planning Commission hearing. The Council
had anticipated a coordinated redevelopment of the area between Traffic Way and
Atascadero Creek. The CUP application is for a 10 screen motion picture theater, 2350
square foot retail space, and a sit down restaurant all located on the Hoff property as
shown in Exhibit 1.The initial project discussions covered a much larger project shown
in Exhibit 2 that included the entire block from Atascadero Creek to Traffic Way. The
Council has directed staff to work with the applicant on an expanding master plan that
addresses coordinated development of the area and the compatibility issues with the
pedestrian tunnel and neighboring auto uses. The CUP project entittement is only
forthe 10 screen motion picture theater, retail on restaurant on the Hoff property.

Staff met with the applicant on June 10, 2010 to discuss the master plan
expansion. The applicant stated in his June 29, 2010 letter that the master
plan will not be expanded or changed.
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Exhibit 1

CUP Application
Project

Exhibit 2

Expanded Project
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Height Exception

The proposed project is located in a special Downtown zoning districtthat 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 Council directed staff to initiate a code text amendment to remove the 18 foot
height restriction from the Downtown Commercial zoning district. This amendment was
added to the Zoning Code Update option report on the June 8, 2010 Council agenda.

At the June 8, 2010 Council meeting, the Council ranked the Downtown
Commercial height restriction code text amendment as a low priority. This
code text amendment is not being processed at this time.

9-3.263 Downtown district general development standards

Forty-five (45) feet not to exceed three (3) stories; eighteen (18) feet on the
west side of El Camino Real between Atascadero Creek and the lot line
common to Lots 19 and 20, Block H-B, Atascadero Colony Map.

Applicant requesting waiver for 40 to 72 feet
9-4.113 Height limitations.
(b) Exceptions to Height Limitations.

(1 Planning Commission Waiver. The height limitations of this
section may be modified through conditional use permit approval,
provided the Planning Commission first finds the project will not
result in substantial detrimental effects on the enjoyment and use
of adjoining properties and that the modified height will not
exceed the Iifes%ving equipment capabilities of the Fire
Department.
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Road Abandonment

Staff and the City Attorney have reviewed the road abandonment request and
determined that a General Road Vacation process needs to be used instead of the
Summary Road Vacation process. The General Road Vacation process requires an
extended and expanded public noticing procedure. Due to the noticing and hearing
requirements, staff is recommending that the road abandonment process be combined
with the CUP hearing.

10 foot road and

V 3 landscape
2, o . | easement on El

Camino Real.

Right -of -way

¢ % abandonment over

Atascadero
Avenue. (also

called Atascadero
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Permit Streamlining Act

Conditional Use Permitsareanadj udi cat ory act and therefore
Permit Streamlining Act (PSA). Under the PSA, the City is required to adopt a mitigated

negative declaration within 180 days of the application being deemed complete and

then must approve or deny the project within 60 days of adopting the mitigated negative

declaration. The application was deemed complete on April 1, 2010 and must be

approved or denied no later than November 27, 2010.

Conclusion: The Council has requested that an Economic Feasibility Study, Parking
Study and Expanded Master Plan be prepared for the La Plaza Theater project. The
applicant has stated in his June 29, 2010 letter that he will not provide the additional
information requested. Due to the Permit Streamlining Act, this CUP application must
be approved or denied before November 27, 2010. The Council needs to provide
direction to staff on how to process the application.

FISCAL IMPACT:

There could be a fiscal impact to the City if the Council agrees to fund the preparation of
any of the special studies for the project. The cost proposal for the traffic study is
$8,750. The economic feasibly study is estimated to be $15,000.

ALTERNATIVES:

1. Waive all Studies
Direct staff to process the project without the economic study, parking study or
expanded master plan.

2. Modify the Study Requirements
Direct staff to process the project with any combination of the following studies. The
Council may specific the scope and funding of any required studies.
a. Economic Study
b. Parking Study

c. Expanded Master Plan

3. Require all Studies
Continue to require the economic study, parking study and expanded master plan to
be provided prior to public hearing.

ATTACHMENTS:

Attachment 1:  June 29, 2010 letter from Larry Wysong
Attachment 2:  Economic Feasibility Study Letter
Attachment 3:  Carl Walker Parking Study Proposal
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Attachment  1: June 29, 2010 letter from Larry Wysong

Wysong

COoONnNSsSTRUCTI O N 7025MORRD ROAD » ATASCADERD, CA 93422 « (805) 466-1038 » FAX (B05) 466-5176 » LIC. #471850

June 29, 2010

Hon. Mayor Roberta Fonzi &
City Council Members

6907 El Camino Real
Atascadero, CA 93422

Dear Mayor Fonzi and Council Members:

On June 1, 2010, I met with Warren Frace and Russ Thompson of the city staff to
review the added requirements imposed by the city council regarding the Conditional Use
Permit (CUP) for the proposed La Plaza Project.

After careful and considerate review, | am offering the following comments to the
city council and staff:

It is quite clear that the city council is 1) either trying to delay this project or 2)
making every effort to discourage my associates and [ in moving forward -- due to fear of
the Galaxy Theatre Project pulling out of Colony Square and Atascadero completely.
Galaxy Theatres has stated in previous letters, statements and public comment to the city
council that this is a real possibility.

While I truly understand the city's involvement with the other project, I find it very
disturbing that the city is placing itself in a position of choosing one project or the other;
especially considering that both projects can be very beneficial to Atascadero, its’
residents, business community and daily visitors which seek diverse recreational,
shopping and dining opportunities as a much needed draw to the city.

As the Applicant for the La Plaza Project, my associates and [ have no interest in
committing any funding to assist potential competition with an economic study of any
type. We, as local professional business owners and interests, have already done our own
cconomic study as part of a detailed business plan. One would think this obvious as an
ongoing enterprise of this type, with the considerable investment required to undertake
such a project.

Our business plan, again, for obvious reasons — as the city now has a “vested interest”
of $1.5-million in the competing project -- is not a public document and, therefore, will
not be provided to the city council, nor should it.
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T am, as a principal in this Application process, wondering, however, when the City of
Atascadero, through the city council, devised the requirement of an economic study for
development projects and where the eity plans to take this requirement in the future.

With considerable study and research, | am at a loss as to why such a requirement has
never been made before, to the best of my knowledge. Could you and staff please
enlighten me on this understanding?

Additionally, there was considerable discussion about a Master Plan for the La Plaza
Project, as ['m sure you recall. The project consists of the Hoff Property, as shown on
the plans that were submitted to the city for the Conditional Use Permit (CUP) which was
approved by the Atascadero Planning Commission.

City staff and I spent a great amount of time delineating this when [ personally
submitied the plans. [ have no interest in the other properties at this time and, therefore,
could hardly provide a Master Plan for such outside the designated “sphere of influence.”

1 have previously provided the legal documents for the easement which addresses the
road abandonment on the Hoff Property that the family owns. City staff also has the
complete information on the height restriction and easement along El Camino Real.

In closing, Mayor Fonzi and council members, a complele Application has been
submitted and approved by the Atascadero Planning Commission, which approved the
Conditional Use Permit (CUP) on a much publicized 6-1 vote.

Even more ironic is the fact that this is the same Planning Commission appointed by
you, our present city council.

The city staff has done a tremendous job in preparing the Application, as well as
putting required conditions on the approval of the Conditional Use Permit (CUP). There
are no problems to me with any of the conditions set forth on the permit by the
Atascadero Planning Commission or stafT.

The La Plaza Project. as you know, is a tremendous real “local”™ opportunity to
everyone in Atascadero. Projects with this impact and draw to our city do not come along
often.

I can only hope that the current political climate does not once again get in the way of
real progress for our great city.

Respectfully,

' Vi,
Larry M. Wyson,

c-1
07/27/10
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ATTACHMENT  2: Economic Feasibility Study Letter to Applicant

CITY OF ATASCADERO

COMMUNITY DEVELOPMENT DEPARTMENT

May 27,2010

Larry Wysong
7025 Morro Road
Atascadero, CA 93422

RE: La Plaza Theater / CUP 2009-0244
Economic Feasibility Study

Dear Mr. Wysong:

At the May 11, 2010 La Plaza CUP hearing, the Council raised a concern about the economic viability of
two competing 10-screen movie theater complexes in the City of Atascadero. During the hearing,
conflicting information was introduced about Atascadero’s capacity to support 20 movie screens.

In order to resolve this issue, the Council is requiring that an independent, third-party economic feasibility
study be prepared as part of the La Plaza CUP application. On May 25", the Council clarified that the cost
of the study would be shared between the applicant and Galaxy Theaters (refer to attached funding offer
from Galaxy). Furthermore, the Council requested the applicant and Galaxy Theaters collaborate on
selecting the study consultant. If the applicant and Galaxy Theaters cannot agree on a consultant, the issue
would be returned to the City Council. The Council also directed that the cost of the study not exceed
$15,000.

Staff would be happy to assist in any way possible. Please contact me at 805/470-3488 if I can be of
assistance or if you have questions regarding this letter.

Sincerely,

Warren Frace
Community Development Director

Attachment: May 18, 2010 Galaxy Theater Letter
cc: W. McKinney

J. Lewis

B. PeiriK

M. Torgerson
John Roush, 8500 Graves Creek Road, Atascadero, CA 93422 (certified letter)
Frank Rimkus, 15060 Ventura Blvd., Suite 350, Sherman Oaks, CA 91403 (certified letter)

T:\- 09 PLNS\PLN 2009-1341 La Plaza Theatre - Hoff Property'\Econ Study Itr.5-27-10.wmf.docxLast printed 5/27/2010 4:52:00 PM

6907 EL CAMINO REAL = ATASCADERO, CA 93422 = (805) 461-5000 = FAX 461-7612
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e
CITY OF ATASCADERO
COMMUNITY DEVELOPMENT DEPARTMENT

May 27, 2010
Page 2 of 2

__From; 8054617612  Page:1/2 __Date; 5/24/2010 8:45:56 AM

May 18,2010 MAY 20 2010 GALAXY
. THEATRES

ARCADERO 15060 Ventura Bivd.

Mr. Wade McKinney, City Manager RN Bt Shor::r 03:&
City of Atascadero California 91403
6907 T1 Camino Real Tel (818) 986-9000
Atascadero, CA Fax (818) 784-0106

Dear Wade:

T.ike the majority of public comments and newspaper editorials have already expressed, 1 too
congratulate and support the lcadership of the City and Council Members in their need 1o first verify the
scope of the proposed T.a Plaza Project before going further, and then to understand the possible social
and economic impact of having 20 movie screens in a market the size of Atascadero. As you have seen
from two independent theatre market|studies provided the City, outside credible sources indicate the
market will support up to 10 screens.; Galaxy believes the addition of more sercens will over saturale
the market and have a disastrous economic impact on both the theatres and the Downtown.

That aside, we understand that Mr. Rousch has a different opinion of the market. Thercfore, we would
support a third independent economic impact report. Customarily, this is commissioned by a City, but
puid for by the developer of the proposed project. Tt is our understanding that the |.a Plaza developer

has refused to fimd the cost of the report, citing financial hardship as the reason. The burden of cost is
now to be borne by the City.

Galaxy Theatres believes the ('.‘-il-y shomld not be saddled with an expense that is normally not its
responsibility. ‘1o that end we would offer the following:

Offer: Galaxy has listened to the Public’s angst about the City having to spend taxpayer money
on this. We agree. Mr. Rousch, under normal conditions, is obligated to pay for such a report.
However, in the inlerest of being a supportive member of Lhe Atascadero Communilty, Galaxy is
willing to pay half (up to $7,500) of Mr. Rousch’s cost for the economic impact report if Mr.
Rousch will pay the other half. As you know, Galaxy has already paid for two and is confident
in the credibility of their resjlls.
Suggestion: To climinate a prolonged debate as to the accuracy of the Report’s results, we also
propose that the City have both (Galaxy Theatres and Mr. Rousch approve the consultant who
will prepare the Report. With mutual approval, the results (whatever they are) should speak for
themselves. Galaxy Theatres will agree o honor the results.

As time is of (he cssence, with Atascadero’s new Galaxy Colony Square ‘Theatre under construction,
this offer is valid through Friday, Turic 4, 2010, 5:00pm PST. Please feet free to contact me with any
questions you may have about our offfer.

FIR/ph

cc via email: Honorable Mayer Ruoberta lfonzi, Honorable Mayar Pro Tem Tom O'Malley, Boh Kelley,
Jerry Clay, Ellen Beratd, Jim Lewis

This fax was received by GFI FAXmaker fax server. For more information, visit: http:/Awww.gfi.com
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ATTACHMENT  3:

Carl Walker Parking Proposal




