
Report to Council 
 

 

Date: 
 

August 28, 2017 
 

File: 
 

1140-50 

To:  
 

City Manager 
 

From: 
 

M. Olson, Manager, Property Management 

Subject: 
 

Library Parkade Commercial Lease – Pizza Studio 

  
 

Recommendation: 
 
THAT Council approves the City entering into a ten-year Lease Agreement, with Gem Hospitality Group 
Inc. and PS Restaurants Inc., for the purpose of operating a pizza studio restaurant, with the option to 
renew for two (2) additional five (5) year terms, in the form attached to the Report of the Manager 
Property Management, dated August 28, 2017; 
 
AND THAT the Manager, Property Management be authorized to execute all documents necessary to 
complete the transaction. 
 
Purpose:  
 
That Council approve the lease agreement between the City of Kelowna and Gem Hospitality Group 
Inc. to be assigned to PS Restaurants Inc. (dba Pizza Studio) for the lease of +/- 1,485 sq. ft. in the 
recently completed retail space located in the Library Parkade expansion. 
 
Background: 
 
The City-owned Library Parkade, located at 1360 Ellis Street, has been recently expanded to include an 
additional 4,285 sf of commercial retail space at street level.  After an advertising campaign by HM 
Commercial, Pizza Studio has submitted an offer to lease the southernmost end cap unit.  
 
The Pizza Studio franchise business is currently experiencing a period of growth as it is expanding into 
the Canadian market. Pizza Studio currently has 30 locations across the United States and 3 locations 
that have recently opened in Ontario with 2 more opening soon. 
 
A summary of the proposed Lease Agreement with the Pizza Studio is shown in the table below: 
 
Summary of Chapman Parkade Commercial Tenancies 
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The negotiated lease rate of $22.00/sf in the first 5 years, increasing to $25.00/sf over the remainder of 
the ten-year term is supported by market research as provided by the City’s real estate broker, HM 
Commercial. 
 
Staff believe the Pizza Studio will complement the area’s unique blend of services.  Background 
information related to the company is attached as Schedule B to this report. 
 
Legal/Statutory Authority: 
Community Charter, Sec. 26 – Disposal of Municipal Property 
 
Legal/Statutory Procedural Requirements: 
Community Charter, Sec. 94 – Notice Requirements 
 
Financial/Budgetary Considerations: 
 
Total annual revenue for lease years 1 to 5 is estimated to be $32,670 and years 6 to 10 are estimated to 
be $37,125; revenue related to the lease will be allocated to the Parking Reserve. 
 
The commission payable to HM Commercial estimated to be approximately $7,500 (inclusive of GST), 
and will be funded by Parking Services (7540.252.1270.*.*.000.10.). 
 
Considerations not applicable to this report: 
Internal Circulation: 
Existing Policy: 
Personnel Implications: 
External Agency/Public Comments: 
Communications Comments: 
Alternate Recommendation: 
 
Submitted by: M. Olson, Manager, Property Management 
 
Approved for inclusion: D. Edstrom, Director, Real Estate  
 
  

Lease Component Description                                                        

Lease Area 1,485 square feet  

Term 10 years  

Renewal Consideration 2 x 5 years  

Rent $22 psf. (years 1-5) $25 psf. (years 6-10)   

Lease Costs Tenant to pay proportionate share of operating costs  
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Attachments: 

1. Schedule A – Lease Agreement 
2. Schedule B – Company Information/Design 
3. Schedule C - PowerPoint 

 
cc:  D. Duncan, Manager, Parking Services 

G. Filafilo, Manager, Accounting Operations 


