Request for City Council Committee Action
From the City Attorney’s Office

Date: December 15, 2005
To: Zoning & Planning Committee
Referral to: None

Subject: City of Minneapolis v. Clearwater Products, Inc. d/b/a B.J.’s Lounge (administrative law
proceeding regarding amortization of an adult use business)

Recommendation: That the City Council approve settlement of the above-entitled administrative law
proceeding and authorize the City Attorney’s Office to execute the necessary document(s) in support of the
same with Clearwater Products’ attorney, Dennis Johnson, Esg.

Previous Directives: On June 23, 2005, the Zoning & Planning Committee referred this matter to the
state Office of Administrative Hearings.

Prepared by:  Erik Nilsson Phone: 673-2192
Assistant City Attorney

Approved by:

Jay M. Heffern
City Attorney

Presenter in Committee:  Erik Nilsson, Assistant City Attorney

Financial Impact (Check those that apply)
_X_ No financial impact - or - Action is within current department budget.
(If checked, go directly to Background/Supporting Information)
____Action requires an appropriation increase to the Capital Budget
____Action requires an appropriation increase to the Operating Budget
____Action provides increased revenue for appropriation increase
____Action requires use of contingency or reserves
____Other financial impact (Explain): Payment of $8,000.00 from Fund /Org. 690 150 1500 6660
____Request provided to the Budget Office when provided to the Committee Coordinator

Community Impact:
City Goals: Build Community

Background/Supporting Information

This memorandum is submitted to request City Council approval of a settlement reached in the
above-entitled zoning matter involving B.J.'s Lounge, located at 229 West Broadway, Minneapolis,
Minnesota, and owned by Clearwater Products, Inc. B.J.'s is a Class A liquor establishment that



features topless female entertainers. Under an amendment to the Adult Entertainment Ordinance
passed on April 5, 2002, adult entertainment centers like B.J.'s located outside of the B4, B4S and
B4C zoning districts were declared to be non-conforming uses and were given until May 1, 2003,
to terminate the adult entertainment center uses.

Pursuant to Minneapolis Code of Ordinances (MCO) 8549.360(d), the owner of B.J.'s Lounge
applied for an extension of the termination date. The City agreed not to enforce the termination
date of May 1, 2003, pending the City Council's decision on B.J.'s application for an extension. In
the meantime, the City Attorney’s Office requested B.J.'s to furnish documentation to support their
application. The City Attorney’s Office submitted the documentation to retained expert
accountants for analysis, and set the matter for hearing by the State Office of Administrative
Hearings based upon a referral from the Zoning & Planning Committee of the City Council on June
23, 2005. Before the matter was heard, however, tentative agreement was reached with B.J.'s
owner, Clearwater Products, Inc. as to a resolution of this matter, subject to the City Council's
approval.

Under the proposed agreement, Clearwater would agree to terminate all adult entertainment at
B.J.'s Lounge after December 31, 2006. B.J.'s would agree not to increase the degree of nudity,
nor expand into other sexually oriented uses prior to the termination date. The City would have the
right to enforce the agreement by injunction with Clearwater paying the attorney's fees and
expenses of obtaining an injunction. Clearwater Products, its officers and employees would also
be subject to criminal prosecution for any sexually oriented use of the property after December 31,
2006.

| believe this settlement recommendation is in the best interests of the City based upon the
significant costs of proceeding to a hearing in this matter and the possibility that the administrative
law judge would recommend a longer extension than we negotiated. We are also cognizant of the
possibility that a City Council decision adverse to Clearwater could result in protracted litigation in
State or Federal Court and that a final judgment could easily be delayed beyond the December 31,
2006, deadline we have negotiated.

It is therefore recommended that your Committee recommend that the City Attorney’s Office be
authorized to enter into a stipulated settlement agreement with Clearwater Products, Inc. to the
effect that Clearwater Products, Inc. will terminate the use as an adult entertainment center at 229
West Broadway at the end of business on December 31, 2006 and thereafter consistent with the
terms described in this letter.
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