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merica has been asking for a compact,

urban-centric environment for decades.

Homebuyers pay a premium for high-
density housing versus suburban single-family
homes. Planners and architects try to integrate
land uses to create walkable communities.
And a whole industry has emerged around
building and using transitoriented homes and
businesses. Yet, until recently, this confluence
of buyers, builders, and planners has fallen on
deaf ears.

What tipped the pendulum may have seemed
absurd to the pioneers who espoused “new
urbanism” in the 1980s. It was climate change -
the scarcely understood yet suddenly ubiquitous
theory of climatic global impacts wrought by
human activity. Mounting evidence shows that
emissions of carbon dioxide have a warming
effect on the planet, threatening a long-term
ecological bankruptcy of our earth. Those
emissions come from factories, buildings,
utilities - and tailpipes. So strategies to address

climate change will have to deal with a range of
questions, including how to reduce the length
and frequency of commutes.

Juiljpue

Nowhere is the focus on transportation more
prominent than in carobsessed California,
where an estimated 30 percent of our carbon
emissions come from passenger vehicles.
California was the first state to enact a clear
policy of mitigating climate change, and that
policy relies largely on creating a new land use
pattern to get people out of their cars.

In 2006, the California Legislature enacted
Assembly Bill 32, the Global Warming
Solutions Act, which grants broad powers to
the California Air Resources Board to regulate
carbon emitters. That law was promptly
followed by Senate Bill 375 in 2008, which
targets emissions related to transportation

by curbing suburban sprawl. Traditionally,

the real estate development industry has had
more to fear from government regulators than

continued on page 10
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PERSPECTIVES: The Cosmopolitan

he Cosmopolitan is a dramatic,

mixed-use redevelopment project in

downtown Sacramento that offers
the public a unique entertainment experience.
The project, located at 10" and K Street,
combines a cabaret theater, restaurant, rooftop
nightclub and lounge, and office space all in
the same building. Since it opened last fall,
the Cosmopolitan has won the Downtown
Sacramento Partnership’s Visionary Icons in
Building Excellence (VIBE) award, as well as
the Sacramento Business Jowrnal’s 2008 Real
Estate Projects award for Best New Mixed-Use.
ULI Sacramento sat down with David Taylor
and Ellen Warner of David S. Taylor Interests,
Inc., the developer of the Cosmopolitan, to get
more insight on this impressive new addition to
Sacramento.

ULI: The building was originally the old
Woolworth's store, which stood vacant
for many years. What was the original
vision for redevelopment of the site
and how did the project evolve?

David: Starting about thirteen years

ago, before we were involved, there were
numerous failed attempts to redevelop the
site, including a couple different efforts
to develop a cinema project. One of those
proposals included a fourteen-screen
AMC theater with a venue that spanned
10th Street and included the Washington
Mutual site on the opposite side of 10™
Street, followed a few years later by a
proposal for a six-screen arts theater.

In 2004, the City of Sacramento hosted
the JKL Corridor Workshop to gather
community input on the vision and
strategic direction for this downtown

area. The workshop reaffirmed that 10th
and K Street would be the focus of the
entertainment district, while the areas
closer to Westfield Downtown Plaza
would focus more on shops and residential
development. The City put out a request
for proposal, and our company joined with
the CIM Group to propose what became
the Cosmopolitan project.

We started having discussions with
Richard Lewis, the executive producer of
the California Musical Theatre. Richard
had come across this cabaret concept
with some cohorts in the industry that
had run similar theaters in Denver and

Pittsburgh. He believed it
was a venue that was not
offered in Sacramento but
could be very successful here.
He felt comfortable that the
cabaret theater could be
profitable and be a real asset
to the theater offerings in
Sacramento.

We then approached Randy
Paragary and asked him: if
we could bring the theater,
would he be interested in
opening a restaurant! Randy
was excited about the project
having a theater and was
convinced that it would bring
enough regular business to
the restaurant, similar to

the way many patrons of the
Sacramento Community
Theatre dine at Esquire Grill.

We also wanted to add more

to the mix, not stopping at the

live theater and restaurant,

but with nighttime club and music venue,
even if it went on the second floor. We
could open it up to the air and really try
to engage it with the street. That’s how the
concept of the Social Nightclub came to be.
I had seen similar venues in Austin, Texas.
If you walk down 6% Street in Austin there
are a number of restaurants and clubs, and
some of those restaurants and clubs are
second level and open air.

ULI: There are so many unique aspects
of this project, from the history of

the building to the multi-dimensional
entertainment venue. Are there any of
these unique aspects that the general
public doesn’t necessarily know about?

Ellen: The cabaret theater. You can

count on one hand the number of these
venues across the country. There is a very
successful one in Pittsburgh and another
in Denver, and when they are developed
they are very popular, but it’s a very novel
concept. It is really something very special
for Sacramento.

David: The fact that the same show is
performed eight times a week is amazing.
They hope to have it run for a year or two at
a time before they switch shows.

photos by Bruce Damonte

Ellen: You really have to see the inside.

It is a Broadway-quality theater, and I

am not exaggerating at all. The sound,
the lighting—it is definitely on par with

a Broadway theater but it’s in this little
space. We had a large, heavy, concrete
building with columns, so we had to do

a bit of structural acrobatics to get a big
open span for a theater. It was challenging
because you have a theater where they
have moments of quiet and you only

hear one person singing, and then
upstairs is a club with a real beat going
on, so the acoustical system also had to
accommodate that. It’s a little project, but
it’s really like a little Swiss watch.

David: I don’t think we want to overlook
the City’s role, because they are basically a
partner in the project. The City partnered
with us on the project by granting us the
building and providing redevelopment
funds. It isn’t just a straight grant, but
also an investment, so it’s important not
to overlook the public-private relationship
that created the project.

continued on page 9



Cosmopolitan, continued from page 8

Ellen: To create new arts venues anywhere
now requires more than just a market
based program. The arts always need extra
support. They can’t thrive in a competitive
market environment in the same way

that another business might be able to.
That’s just the nature of the theaters and
museums. The community has to support
those ventures. In this case, that’s what
made this successful.

ULI: How have the neighbors reacted
to the Cosmopolitan project?

Ellen: They have been great. We did a
door to door outreach before we even
started the design just to talk to the
other merchants and say: here is what
we'd like to do, how do you feel about

it The feedback ranged from “oh that’s
nice, good luck,” to a warm embrace and
questions about how they could help us.
It’s good for everybody. When you take a
blighted property that people see empty
for 20 years and then turn that around,
it’s like a breath of fresh air for the whole
community.

ULI: Now that a settlement has been
reached between the City and Moe
Mohanna, what are your thoughts
about K Street development and what
do you consider important priorities?

David: The private sector and the public
sector have to keep investing in K Street
to fill the holes and to create an additional
mass of activity to build on what we
already have. Over the last few years, we
put in Esquire Grill at the IMAX, the
restaurant Ella was finished about two
years ago, Pyramid Alehouse opened a few
years before that, we now have the Citizen
Hotel, the Cosmo - so that was all over a
10 year period. If you let that momentum
go downhill, it’s hard to pull it back up
without investing a lot more money than
you would otherwise need to.

In May, we brought in the CIM Group,
our partner on the Cosmopolitan, to
purchase the Sheraton Grand Hotel. The
City earned $50 million in net profits
from the sale. As part of the transaction,
the City committed half of that with

us, to be applied toward redevelopment
projects on ], K and L Streets. It was a
fairly unique and complicated transaction,
and this project that we’re now working on

at the site adjacent to The Cosmopolitan,
which includes a night club, restaurant
and a bar, is the first project that we're
developing that will use some of the City’s
recommitted funds. The strategy is to
help the City earn money from the public-
private joint venture, harvest those funds
and put them back into reinvestment.

So essentially, my answer to your question
is: you've got to keep investing both
privately and publicly. We have invested,
along with our partners, roughly $383
million privately in and around K Street
in just five projects that we've done since
1990. The City invested $26 million
along with us, so for $26 million, the City
attracted $383 million of private capital.

ULI: With the opening of the
Cosmopolitan and the US Bank

Tower, the last few years have been
tremendous for your company. What's
on the horizon for you?

Ellen: We have hopes and dreams for all
of K Street from 7™ to 13%. We would
like that to be a vibrant part of the
downtown destination that people think
about when they want to go somewhere
for entertainment, similar to the Gaslight
District in San Diego or the 16™ Street
Mall in Denver. In the not too distant
future, we would also like to develop the
site next to the US Bank Tower at 601
Capitol Mall.

On K Street, we are working on a

project at 1012-1022 K Street next to the
Cosmopolitan, which David mentioned
earlier. There is one concrete building
where the Rite Aid used to be, and the
other building looks like three buildings
but is actually one building divided

into three suites. Both buildings will
immediately be brought up to code

and cleaned up to be ready for tenant
improvements. Three separate venues

are planned for the three-suite building:
Dive Bar, Pizza Rock and Frisky Rhythm.
Dive Bar will have kind of a rat pack vibe
to it and is aimed at a younger crowd,
with a different kind of happy hour every
night. There will be a huge jukebox that’s
actually an enormous, oversized iPod, and
a huge aquarium that on rare occasion will

continued on page 10

PROGRAM
CALENDAR

ULI Sacramento
Upcoming Events

» Globe Mills - Tour and Panel
Discussion
Wednesday, April 29, 5:30 - 7:30 p.m.
Open to ULI Young Leaders Group &
APA Young Leaders
Location: Globe Mills (corner of 12t" &
C Streets)

» Come Play with ULI Sacramento
Game Night Benefiting UrbanPlan
Thursday, May 7, 6:00 - 9:00 p.m.
Location: Tsakopoulos Library Galleria

» Transit Oriented Development
(TOD) Study Tour
Friday, May 15, 8:00 a.m. - 6:00 p.m.
Location: Hayward and Fruitvale

» Annual Members Meeting

Thursday, June 11, 8:00 - 10:00 a.m
Location: TBA

For more information on these
programs, please visit www.
sacramento.uli.org or contact Mary
Sater, District Council Coordinator
at marysater@comcast.net.
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SB 375, continued from page 1

virtually anyone else, and builders would
have been justified in their alarm at

two expansive new laws with profound
implications for land use planning. But
in fact the surprise of history is that AB
32 and SB 375 might create a pathway,
clearing away a tangle of decades-old
fiscal and regulatory obstacles, where
developers actually stand to gain.

Assembly Bill 32 requires a statewide
reduction of carbon emissions to 1990
levels by 2020, and names the Air
Resources Board as the lead agency for
reaching this target. After several years,
the Board has published a comprehensive
strategy, called a “scoping plan,” for
minimizing emissions from commercial
and industrial sources. For the reduction
of transportation-related emissions,

the plan defers in large part to AB 32’s
successor, SB 375.

Senate Bill 375 encourages homebuilders
and local governments to reduce vehicle
use through compact land uses and
increased transportation options, such
as public transit. This requires a reversal
of the traditional policies that have
segregated land uses, creating bedroom
communities and retail corridors,

as well as a renewed commitment to
planning residential development near
transportation hubs, employment
centers, and neighborhood-serving retail.
Emission reductions also require a more
coherent integration of transportation,
housing, and natural resource planning.

The carrot which drives this mule is a
promised vacation from the California
Environmental Quality Act (CEQA).
Essentially, new housing projects may
circumvent large portions of CEQA in
exchange for adhering to a preapproved
regional plan that is projected to decrease
carbon emissions. Since its enactment
in 1970, the CEQA review process has
become renowned for causing project
delays and cost overruns. While often a
useful tool for environmental analysis,
CEQA also creates broad potential for
litigation against projects on the basis

of procedural details. So a chance to
streamline this process for new housing
is no small reward. Senate Bill 375 offers
the incentives necessary for public and

private decision-makers to “buy in” to
a regional plan that, in the absence of
significant regulatory relief, would test
the bounds of feasibility.

Senate Bill 375 may also cure CEQA of
its shortcomings as an environmental
planning tool. Critics of CEQA have
complained that the law is inherently
myopic, focused on environmental
impacts on a project-by-project basis
without regard for the “bigger picture”
on any community-wide or region-wide
scale. Local governments face statutory
and constitutional limits on the types of
concessions that they can exact from a
project applicant, including requirements
to find a direct relationship (a direct
“nexus,” in legal terms) between the
exactions required and the project

in question. As a result, mitigation
measures under CEQA must be bound
in some way to a specific projectlevel
impact. In contrast, SB 375 allows
homebuilders to “opt out” of CEQA

in exchange for building in accordance
with a regional strategy that takes other
projects into account. This channels the
concessions that developers must make
toward a regional goal, rather than an
isolated projectlevel impact.

By most accounts, this scheme is still

a work in progress. Due to its sheer
breadth and complexity, experts agree
that follow-up legislation is needed

to round out the state’s housing and
transportation requirements, some of
which still hinge on the old ways of
doing things. SB 375 also leaves a lot

to question where “the rubber hits the
road.” Still a collection of mostly abstract
ideas, this overhaul has yet to manifest in
the real world. Its ultimate meaning for
land use will depend upon the technical
capacity, judicial interpretations, and
political will that are brought to bear on
its implementation.

Part 11 of this article will focus on the
implementation of SB 375 and ongoing
legislative efforts to modify this landmark
environmental law.

- Josh Rosa is a Legislative Analyst at the
State Office of Planning and Research, whose
portfolio includes land use, transportation,
and climate change.

on't forget, we welcome your

submission to be included in LandLink.
And of course, we like to highlight if you
are a ULl member or your organization is a
ULl sponsor. So, do you have an interesting
project you would like chronicled? An issue
discussed? An article idea published?

You might want to address one of ULI's
seven Priority Areas:

« Sustainability/Climate Change;

* Housing;

* Infrastructure;

« Place Making/Public Realm;

« Places of Commerce;

» Capital Markets and Finance; and
« Development at the Edge.

If you have something to contribute, do

not hesitate to contact the LandLink team
(marysater@comcast.net). We are always
interested in photos and articles to include,
interesting people to interview, etc. Why not
share with LandLink readers?

Cosmopolitan, continued from page 9

have a live mermaid swimming inside.
Pizza Rock will feature pizza throwing

by Tony Gemignani, who is a world-
champion pizza throwing master. Next to
that will be Frisky Rhythm, which will be
a dance club for people in their 30s, 40s
and 50s.

The operator of these three venues

wants to be supportive of this entire
entertainment district. Based on his
review of our market, he is confident that
there is a huge opportunity to increase
patronage downtown, so he wants to help
create that buzz to expand the number

of people who think to come downtown
for a great evening of entertainment. We
see it here every Second Saturday and we
saw it here at New Year’s Eve—who would
have thought 12,000 people would have
shown up!

- contributed by Catherine Oh, Murphy
Austin Adams Schoenfeld LLP, and Carla
Collins, MatriScope Engineering



