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Louisville, Cordish sign development deal

Sheldon S. Shafer
August 14, 2008
The Baltimore developer of 4th Street Live will invest at least $200 million in new downtown development under an agreement with Louisville government that calls for a city investment of about $25 million -- and the potential for a new "entertainment fee."

As part of the deal signed this week by Mayor Jerry Abramson, the city agrees that The Cordish Co. can later ask the Metro Council to help offset costs by imposing a 1 percent entertainment fee on all food, alcohol and retail goods sold at 4th Street Live, as well as its planned Center City development and The Gardens, which Cordish will renovate and operate.

The new Center City development -- essentially a $200 million to $435 million expansion of Cordish's 4th Street Live entertainment hub -- is planned in the so-called water company block bounded by Second, Third and Liberty streets and Muhammad Ali Boulevard.

The Metro Council does not have to approve the development agreement but does have to approve the city's purchase of land for the project, said Bruce Traughber, city economic-development director.

The council will introduce a resolution tonight calling for that approval.

The city and state previously approved a tax-increment financing district for the Center City project, which directs that much of the new state and city taxes generated by the development go back to Cordish for up to 30 years.

That's meant to allow the company to recover its anticipated $130 million investment in such public improvements as sidewalks, parking, lighting and landscaping.

Water company block

The centerpiece of the deal is Cordish's agreement to develop at least 100,000 square feet of retail, office, entertainment and residential space in the water company block, and improve The Gardens as a "performance venue."

But the agreement outlines other related plans, including $2 million in unspecified improvements that Cordish plans for 4th Street Live.

And while it requires that Cordish spend at least $200 million on the Center City development, company officials have said its investment may reach $435 million over 10 or more years.

Blake Cordish, a partner who signed the agreement last week, was not available for comment yesterday.

But Zed Smith, a Cordish vice president, said in an e-mailed response to a reporter's questions that the agreement "marks an important milestone" for a project meant to transform a section of downtown into "a world-class development."

Other highlights of the agreement:

The city will issue bonds to cover the $15.25 million cost of acquiring the land in the water company block. That includes $4.8 million for land it already has bought, as well as other land that the city or Cordish have contracts to buy. Cordish will pay the city $1 a year for 99 years to lease the land.

Cordish is making a separate deal to lease the first floor of the privately owned Starks Building at Muhammad Ali Boulevard and Fourth Street, probably for development of two restaurants, city officials said. The city will provide $1.8 million to renovate that space. Traughber said the money is set aside in an economic-development fund.

The city will provide Cordish with $2.5 million to help offset design and other "upfront" costs, city spokesman Chris Poynter said. Traughber said the money will be added to the bond issue the city plans to sell to cover the cost of acquiring land.

The Parking Authority of River City will sell the old Galleria garage to Cordish for $2.7 million, and Cordish will spend $500,000 to improve it, including new lighting, Poynter said.

In addition to its plans for The Gardens, Cordish has the option to lease an adjacent half-block park called Founders Square.

The agreement says the water company block development must be "substantially completed" within 24 to 36 months after Cordish arranges financing. City officials said no schedule has been set for that, because of the volatile stock market.

Entertainment fee

David Morris, the city's assistant economic-development director, said the possible 1 percent entertainment fee mentioned in the agreement would be a "local-option, occupational license fee," which is allowed under state law.

Both he and Traughber declined to predict the likelihood of Cordish requesting the fee or the city approving it. But Traughber said Cordish has similar options in other cities where it has urban developments.

In Smith's e-mail, he said such fees "are widely applied in comparable developments across the United States. It is premature in the process to determine whether or not it will be necessary" to seek the fee in Louisville.

Metro Council president Jim King, D-10th District, said the council would "need a lot more information before we approve anything like that."

And Stacey Roof, chief executive officer for the Kentucky Restaurant Association, said her group would oppose any tax applied exclusively to its industry. Such "specialty taxes" are simply "not fair," she said.

The total city commitment to Center City -- counting the value of the land -- already is just under $25 million, or about 12 percent of the minimum $200 million that Cordish is committed to investing in the development.

If Cordish spends as much as $400 million, the city's funding would be only 6 percent, Traughber said.

By comparison, Poynter said, the city funded 20 percent of the $70 million cost of 4th Street Live and more than 40 percent of the $110 million cost of the Marriott Louisville Downtown project.

City's investment

King said yesterday that he likes the fact that the city investment in the development is, on a percentage basis, far less than with some other major projects.

And he said he believes the council will approve the necessary land acquisition, although, "I am sure there will be questions."

Council member Kelly Downard, R-16th agreed: "Oh sure, the council will approve it," he said, while adding that many details need to be explained.

Confident in downtown

Since it opened five years ago, 4th Street Live is drawing more than 4 million people a year and generating more than $3 million a year in tax revenue for the city and state, according to Cordish estimates.

Smith said in his e-mail that his company "could not be more confident in the future of downtown Louisville," which he described as "a national success story."

However, several businesses have come and gone since 4th Street Live opened, including the Fashion Shop, Red Cheetah, Parrot Beach, the Felt billiards lounge, a comedy club and several smaller outlets.

King said some of those businesses probably weren't "the right fit, or weren't well managed." He also said it takes a "critical mass" for businesses in a new development to succeed, which he thinks the new Cordish plans will help create.

Traughber said the renovation of The Gardens and the Starks Building could begin in a year or so.

"This is a good agreement," he said. "This is a critical piece in the development of downtown."
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