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MALONE:
Good Afternoon everyone. Let's go a head and get seated. We have a few technical difficulties and our staff is working through that.  I understand that we have a pretty tight time schedule. Mr. Hagale has to leave at about 3:00, so we're going to go ahead and begin our meeting at this time.  Thank you so much everyone for coming out. We have Commissioners Ritz, Brooks, Mulroy, Ford, Avery and Carpenter here with us today. Joining us as well is City Councilman Reid Hedgepeth who serves with me and Jim Huntzicker and Robert Lipscomb on the Pyramid Renegotiating Committee. This is a pretty exciting day.  The citizens of Memphis and Shelby County have been waiting 20 years for this day. Finally the Pyramid will become a 365-day a year economic engine for downtown, for tourism, and for neighborhood rebirth. When the Special Pyramid Committee chaired by Scott Ledbetter was appointed, it set the kind of ambitious goals that were needed if Memphis had any chance of recruiting a high quality tenant to our most iconic building. After all, many cities have simply shut the doors on their arenas and walked away. That's what happened with the Houston AstroDome, once touted as one of the Wonders of the World. Other cities sold their arenas and converted them into mega-churches and although it did put the arenas into use, it created little economic impact. Instead of looking for a quick fix or easy answer, the Pyramid Committee set the bar high. They set bold milestones and most people predicted that they could never reach them. The committee members said they wanted to create the largest possible economic impact for the redeveloped Pyramid and that's been done. They said they wanted to redevelop the Pyramid without using any General Fund dollars from city and county governments, and that's been done. They said they wanted to redevelop the Pyramid without requiring any financial guarantees from city and county governments, and that's been done. They said they wanted a plan that would pay off the existing city and county debt for the Pyramid, and that's been done. They said they wanted a project that would create crucial spin-offs like new hotel rooms near the Convention Center, and that's been done. They said they wanted a tenant who would leverage existing relationships so that its whole would be greater than the sum of its parts, and that's been done. Most of all they wanted a tenant that would be a major piece in the puzzle of Uptown for revitalized Pinch District and that complements the investments made by St. Jude Children's Research Hospital, and that's been done. They wanted the landlord investment from the city and county to generate a 3 to 1 return, and that's been done. In other words, as you listen to this presentation today, keep one thing in mind – this proposal achieves every single objective set for it by that committee and then some. Early on, consultants said that destination retail would produce the most economic impact and we have successfully negotiated a development agreement with the most successful destination retail magnet in the nation – and that is Bass Pro Shops. When this development is completed, Bass Pro Shops at the Pyramid is likely to include an aquarium, natural history exhibits that pertain to our region, an aviary, marina and more. There are many facts about Bass Pro Shops that impress me, such as it's world's leading outdoor retailer with more than 100,000,000 visitors per year. But the statistics that impress me most is that 40% of Bass Pro's space is used for conservation exhibits, making it a regular destination for school field trips. Best of all, Bass Pro Shops comes to a city where it has many friends. Fedex is its exclusive shipper for catalog sales. St. Jude Children's Research Hospital and Ducks Unlimited are frequent beneficiaries of its generosity. Fishing legend Bill Dance has long ties with the company. It's sponsorship of Nascar can be seen at Memphis Motorsports Park. And Morgan Keegan and First Tennessee Bank have financed its projects. With this partnership with Bass Pro Shops, Memphis has reached an agreement with the most highly sought after destination retailer in the United States. A retailer that is regularly offered financial incentives the size of ours with some more than twice as much. To put it simply, to say that Bass Pro is just a store is like saying that Graceland is just a house. In fact, Bass Pro Shops at the Pyramid will attract so many visitors that it's the equivalent of another Beale Street. In closing, I would like to thank Mr. Jim Hagale for taking time from his crowded schedule to join us today, and also I want to thank each of you for joining us this afternoon for this special presentation. I am confident that you will find this agreement as exciting as I do. Mr. Robert Lipscomb will come at this time for some opening remarks.

LIPSCOMB:
Thank you Chairman Malone. I appreciate the opportunity to be here. I would like to also thank the other members of the county commission for receiving this report. You will get a copy of this complete report which is inclusive of most of the documents you will need, we will distribute it later, and if there are any questions subsequent to this report, please feel free to call me or to submit questions in writing to us and we will be glad to respond. We are not asking anybody to vote on anything today. We are asking people to review the report, view the presentation and come back later to actually vote on this. So we're not asking anyone to vote on anything today. We have a great team that we've put together on this project. It's a team of professionals in real estate, legal and finance. And so I'd like to introduce that team. I'll ask them to stand where they are. 


First, we have a great legal team that is led by our own, Marcus Lloyd. He's done a really, really great job. I think he's done a great job at leading the legal team, looking at the agreement. He is also supported by the team from Glankler Brown, Hunter Humphreys and Doug Inman (?). On the finance side, we have our internal finance person, Debbie Singleton who has done a really outstanding job, and they are supported by an outside group of professionals who have been really outstanding from Morgan Keegan – Tyree Daniels, Charles Carpenter, and Don Holm. Internal folks have been Sheila Whalum, Roland ?. We have also had some great support by other various internal people and those who have been there all along – Tom Marshall, Bennie (?) Lenderman, Bill Dance, and the person who has been there longer than anybody, 4 years on this and I can't think of a citizen who has given more in this effort than our own, Scott Ledbetter. He'll introduce his team later, but give Scott Ledbetter a hand.  So, I've just been the person taking the slings and arrows. You can see there have been a lot of teams behind me and I'm really glad to be associated with this team of professionals.


The Bass Pro project is just part of an overall vision that we've been trying to create for the north end of downtown. We created something called Uptown, which is the larger vision that we hope to create. The Uptown area was bordered primarily on the south by Exchange, on the west by the river, on the east by Manassas, and on the north by Chelsea. I think since we started Uptown it was dominated by dilapidated public housing; that public housing included some 1100 units of horrible housing that was 70% vacant. I want to thank Henry Turley for being a part in that effort to move Uptown forward. It's been a grand project.  And I'm proud to be associated with both the person and the project. Let's ask Henry Turley to stand. He did a good job. As you know Uptown consists of 1100 public housing units, formerly Hurtt Village, Lauderdale Courts and as I said they were largely empty. What we had to do because it was so blighted and so much crime and so dilapidated we had to remove that blight first. So we tackled … we established 4 or 5 goals. One was to eliminate slum and blight; improve the housing and create a mixed income diverse community. We wanted to expand the tax base. We really wanted to expand the potential for investment in the area because there were a lot of underutilized facilities and a lot of facilities that were not maximizing its potential. So Uptown was really about eliminating blight, eliminating crime, rebuilding the community, and creating a great walking community, and also creating a diverse community. So we had that goal as part of our vision. So the Pyramid was not initially empty when we started the Uptown vision. So after the Pyramid became empty we had the additional challenge of how do we also maximize the investment of the Pyramid and turn an underperforming asset into a revenue producing asset. So that was part of our goals for Uptown.  


The first major goal was to protect St. Jude which had the most investment in this area. St. Jude was looking to wall itself off or looking to leave if we hadn't done something about it because it was surrounded by public housing and crime ridden areas. So the first thing we did was look at Lauderdale Courts and renovate Lauderdale Courts and Barry Homes and Hurtt Village so that began to eliminate some of the distress around the area and I think that led to the investment and mega-investment that you see now in St. Jude.  I think Mark Hendrix is here, representing St. Jude and I think he can attest to the fact that had we not invested heavily in this surrounding area St. Jude would not have expanded the way it did. I also want to say this. John Moses with St. Jude outside has experienced some health woes and I'd like to offer a little silent prayer for John and that he gets well and come back as a strong and productive citizen. So I would ask that we have a little silent prayer for John because he means so much to this community and so much to St. Jude. He's part of our family although he's not a native son, he's a favorite son. So I would like to ask if we could prevail upon this group to have a small silent prayer for John, for his health and for his family.


Silent Prayer


In addition to the St. Jude investment of $1.5 billion we also looked at the Barry Homes, public housing development. We invested heavily in that development. It is bordered by Exchange on the south and Lauderdale Courts, we invested heavily in that high rise. Uptown Square which is formerly Lauderdale Courts is immediately to the east of the Pyramid bordered roughly by Exchange, Lauderdale, Thomas and Third Streets. Huge reinvestment in that. That led to the investment and to the expansion to the Marriott because had we not invested in that area and cleaned that area up, I don't think the Marriott would have expanded. The Crowne Plaza, the heir apparent to the Wyndom and it's now renovated. As I said it sits immediately west of the Uptown Square and had we not had the investment in Uptown Square I assure you the hotel would not have been expanded and renovated. The same for the Canon Center. Because we invested heavily into the area around it. Court Square. Rhodes Jennings Building the same thing. Because of the direct investment by the city and by the Center City Commission and by HCD we think that we protected the southern flank of that area.  This is Greenlaw Place, immediately north of the Pyramid was a blighted area. It is now mixed income housing. You see the whole Uptown area which was a very ambitious project. It was the whole Greenlaw area and that was a redevelopment of an entire neighborhood. I think we made great progress there. A blighted neighborhood has been replaced with a diverse community. The First Alliance Bank at the corner of Auction and Front across from the Pyramid.  That's the *** Building, immediately across from the First Alliance Bank. This is the Beale Street Landing project that's just got underway. Not only will the Pyramid Redevelopment benefit that area, but we think that's a huge point of leverage that we'll hopefully have to leverage the entire redevelopment of the river front. Beale Street Landing is a critical component of that, as is the Pyramid.  The area immediately in the area of Auction and Jackson and the whole area around Danny Thomas we hope to put in a Walgreens and another bank and some retail in that area, formerly dominated by Chism Trail and some challenging and blighted structures. As you can see, the Pyramid is central to the redevelopment of the whole entire area. It just wasn't one thing. It's a whole vision of redeveloping Uptown and the whole northern end of town and we think the Pyramid is the centerpiece of that investment, the centerpiece of our vision for that area.  We are very excited about it. With that, I would like to ask our chair of that committee. Like I said, he's a citizen, a strong citizen, one of the best people I've met. If I were in a war with somebody I'd want him in that foxhole with me. Mr. Scott Ledbetter.

LEDBETTER:

It is important for all of us to realize how deliberate the process was leading up to this day. Just over 4 years ago both mayors jointly asked 18 elected officials, corporate leaders and professionals to study the Pyramid and recommend the best adaptive reuse of that civic facility. I think you should know who those 18 are so you'll appreciate the dedication and professionalism that was brought to this process.  I chaired it but it could not have been done without Lynn Evans, Vice Chair, Wight Boggs, Councilman Joe Brown, Judge John Fowlkes, Tom Garrett, Bobby Gillis, Ken Goff, Mayor Sharon Goldsworthy, Edith Kelly Green, Kevin Kane, Bennie Lenderman, Marilyn Loeffel, Jim Prentiss, Elaine Sanford, Jeff Sanford, and Dr. William Trout Rhodes. As a committee we met every Wednesday morning for 2 or 3 hours for 18 months. That's nearly 4,000 man hours spent in formal meetings, not counting many of us who devoted a lot of time outside the weekly meetings. In September 2004 our Pyramid Committee held a public forum attended by more than 300 citizens, where we sought ideas for the future of the Pyramid as well as suggestions of how to proceed with our mission. As a result of the presses reporting on all of our meetings, and the public forum, we received more than 150 recommendations for the Pyramid. I believe we heard every single use imaginable. And those still servicing periodically are no different than ones heard before. The mayors told us early on that the city and county were not willing to invest local tax dollars in the Pyramid which greatly narrowed our choices. For example, public museums of all types had to be discarded. We also knew we didn't want to pursue any use where the user was unable to prove financial capability. We needed a sponsor with its own history of successful operations and its own substantial balance sheet, not just artist sketches, weak or no feasibility studies, or reliance solely on foreign borrowed money. Equally important, the particular use selected must leverage other community assets and contribute to economic improvement for the city and the county. Meaning a primary goal has been to use the Pyramid to increase business activity. One can always Monday morning quarterback any decision. But the Pyramid Committee was broad based, diligent in pursuit in its mission and had only the economic interest of the city and county in mind.  To help the committee analyze the most viable of the remaining ideas, we decided to utilize the services of a national real estate and economic consultant with experience in working on adaptive reuse of sporting facilities or other large public facilities. Robert Lipscomb's office allowed us to use one of his employees, who devoted almost 2 full months contacting all municipalities across the country with surplus public facilities to find out if they'd used consultants and to learn of their experiences. 20 national consultants responded to our RFP.  We narrowed the search to 5 consultants, based on their responses, and then interviewed them by phone and in person.  We selected a team of 2 consultants, RKG Associates and Bartrum & Cochran of New Hampshire and Connecticut. They had successfully assisted Millington Naval Air Station, giving them some local knowledge, and were just completing a successful engagement for the federal government on adaptive reuse of Fort Knox in Kentucky. With the help of these two consultants, we narrowed our selection significantly.  Our committee strengthened its resolve to weed out those uses and sponsors that failed to demonstrate financial capability, or that merely shifted commerce from one side of town to another. Examples being office uses and churches without any significant incremental economical benefit.  The highest and best use was determined by your Pyramid Committee with the help of its consultants to be a Destination Lifestyle Retail and Tourism user. There were a number of national examples to choose from, the most successful being Cabello's, L.L. Bean and Bass Pro Shops. Companies in this business had the demonstrated capacity to draw 3-4 million visitors a year to their stores from great distances, and literally transform the areas of towns wherever they located by attracting other retailers, hotels and restaurants who wanted to be located near them. We studied all companies generally included in the classification of a Destination Retail Lifestyle Center and we selected one to approach. It was Bass Pro and I'll tell you why.  Even though some of the others had operations and stores as successful, Bass Pro offered something we wanted that none of the others could.  Bass Pro embraces a community when it designs or opens a new store and brings the uniqueness that showcases that particular city's natural and cultural heritage. Every Bass Pro store offers an experience different from the rest. A Bass Pro store combines all the uses that we were precluded from considering because of city and county budget constraints, such as aquariums or conservation exhibits, similar to those found in outstanding public museums. We wanted Bass Pro and our committee approached them. When Bass Pro visited Memphis and responded positively, our committee's work was essentially done. Eighteen months after we began, our Pyramid Committee made its unanimous recommendation to the mayors that we do everything possible to reach an acceptable business agreement with Bass Pro for the Pyramid.  Thank you.

MALONE:
Thank you, Mr. Ledbetter. I'd like to acknowledge that Commissioner George Flinn has joined us and Mayor AC Wharton is here as well.  Commissioner Mulroy.

MULROY:
Is it possible to ask Mr. Ledbetter a question at this time?

MALONE:
Yes. Mr. Ledbetter.

MULROY:
You made reference to the Pyramid Reuse Committee. When was the last time that met?

LEDBETTER:

About two years ago.

MULROY:
So the committee has not weighed in on this particular development?

LEDBETTER:
No it has not. I have been personally involved in it but the committee has not.

MALONE:
At this time, Mr. Lipscomb would you like to introduce Mr. Hagale?

LIPSCOMB:
The principal of Bass Pro is here. I thought it was really important that we wait on his schedule to allow him to make the presentation today.  His schedule is really compact, as you can imagine with the responsibility he has. We asked Jim Hagale, the President of Bass Pro Shops, to come today to give his vision for this project. We thought that was very important that he do that. So, he presented this morning to the City Council and he is going to present this afternoon to the County Commission. And I want to also remind people that they already have a store in Memphis, out on Sycamore View, so he's already an investor in our community. He's already a businessman invested in our community, an existing business owner. I ask that you give Mr. Hagale a Memphis, Tennessee welcome.  Thank you.

HAGALE:
Thank you, mayors, commissioners, for inviting me here today. I want to give you a little background and then I want to show you a short video. One thing, we are always disappointed when people call us a "big box retailer".  I don't think they really know what bucket to put us in.  The fact is our model really is a collection of specialty stores wrapped inside a big skin. That's a very important distinction between us and other retail models, just generally. Bass Pro does three things that retailers cannot typically do. 
1) we attract men. Men don't like to generally go to retail stores. They love to come to ours. 


2) we draw from a much greater distance than retailers can pull. On average more than 50% of our customers come from beyond 50 miles from the store. 


3) the average length of stay 3-4 hours in our Outdoor World Destination stores is much longer than the normal stay in any retail environment. So when you put those 3 things together in combination, the men are not coming by themselves. It's a planned destination trip and they're bringing the wife and family.  


Our stores are all about family. So if you come into our stores, the components that are important, you know most stores sell shotgun shells and rubber worms. That's not what we do. That's not what our model is built for. What we do is turn family daydreams into lifetime memories. To our customers, our core business we're in is not a hobby, it's a lifestyle. When we build these stores, no two are alike. Some people might think it's because we cannot figure out how to get it correct. But we want to make sure that each one of these stores deliver surprise and discovery to customers who have not visited that store before. In addition to that, because we're a destination retailer, we know that if the next store does not embody something, if we don't create a store specific to that region, that's dedicated and honors and respects the heritage and tradition of the outdoor activities and the sports men and women of that region, we will lose that destination distinction because we'll dilute that model rather than strengthen it.  So there are two possible outcomes when you build a new store. You'll either strengthen the model and the brand or you'll dilute it. One of my favorite examples of that, and there are many. When you grow your business, even if you have a unique model, like the Rain Forest Café or Planet Hollywood. As you build stores, you're either going to strengthen that model or you're going to dilute it. You'll create an environment where the customer has no more sense of surprise or discovery. My favorite example of that is Krispy Kreme Donuts. Many years ago when our children were younger we went on spring break to Destin, Florida. In those days in Missouri we didn't have Krispy Kreme Donuts so that first morning that's what they wanted, Krispy Kreme Donuts. If you think about a model, it's just a donut, right? But they had a concept that engaged all the senses. So you went past and saw that neon sign that said "hot now". You opened the door and the aroma totally overtakes you.  There's that visual of those fresh donuts coming off the rollers. They are warm. You can't eat fewer than a half dozen. But as they began to grow their business, expanded their footprint, someone one day said if we buy a box truck we can deliver donuts to all the convenience stores and the grocery stores in the market. If we do more business, we'll make more money. Now in Springfield, Missouri  when you go into a convenience store there's a wire rack with boxes of Krispy Kreme Donuts with no engagement of any of the senses. There's no visual appeal. There's no aroma. They got delivered yesterday at 8:00. It's a cold ball of grease. So they have diluted their model. They've become just like any other donut. We recognize that we would quickly lose our distinction as a destination retailer and a major catalyst for new development and redevelopment if we don't continue to deliver more with the next store we build than we did with the last one. We're very excited about the opportunity here in Memphis at the Pyramid. Our store over on the east side of the market frankly was never intended to be a destination store. It's not called a Bass Pro Shops Outdoor World; it's called Bass Pro Shops Sportsman's Warehouse. The original intent for that model was to be a supportive store to an outdoor world store or to be placed in a B or C market. The Bass Pro brand is exceptionally strong in the southeast and the midsouth, and that store under represents our brand in this market and in this region. The Pyramid offers an opportunity in a terrific, from an infrastructure standpoint, a terrific regional location because of its access to all of those interstate highways.  


I would tell you that our enthusiasm along this lengthy process has never waned. We have many friends and very strong business relationships here in Memphis. We've been encouraged along the way to be patient and to stay enthusiastic about the opportunity here at the Pyramid. I know there has been some conversation and some concern that Bass Pro was not interested, not committed, that we didn't care one way or the other. Early on in this process, because this building is an iconic building, this process had a very high profile. The people who were designated as representative of the city and the county to work with Bass Pro Shops, we clearly communicated early on in the process that it's a part of our culture that we're not going to become embroiled in the politics or the theatrics of any site location in any community that we look at. We're not going to campaign to win approval. If we're not going to be welcomed based on the merits, it's not a good relationship for either one of us because they are very big bets. All of our stores anywhere we go are very big bets for all people participating in that project, and it's a long, long relationship.  These returns are very long term in nature. We want to come here, we're enthused to come here but only if it's an asset to the community and it works well for Bass Pro Shops.  


Some of the things that are different about Bass Pro Shops; the fact that there are equal components – retail, entertainment, outdoor education, and conservation. Those are equally important parts of what we deliver in this model. There are many, many school buses that come to our stores every week, every month because of the opportunities there in the outdoor education piece. These stores are part aquarium, part natural history museum, they are education centers. So that is in addition to what we do to sell a little product.  Wednesday evening we will open our 52nd store in Mobile, Spanish Fort, Alabama. With one major national developer in this country we've done 9 projects. With another we've done 3. We've done multiple projects with many national developers and I would suggest that those people are all financially oriented. They are business people. They wouldn't do the second one if it didn't make sense.  So, we again are here. We are grateful for the opportunity. But we don't want any relationship that is not mutually beneficial and widely recognized by the community to be an asset. We are very conscious of our role in the community in terms of our participation with the organizations that are important, the charitable organizations, the conservation efforts and we embrace all of those. Anybody can say anything but part of along the way of these 52 stores, a number of  state officials and city officials have made comments about the relationship with Bass Pro and of course we get a lot of customer comments, usually happy grams, sometimes not so but most of the time happy grams from customers, and comments and statements from customers. So I'd like to show you right now some of those comments. 

Video presentation.


Sorry about the audio. There were some characters in there. I wish you could have heard it. I just wanted to make a couple of other comments. Our stores are all about families, helping people turn daydreams into lifetime memories. When you start getting older like me those stories just keep getting better all the time.  Our core businesses of hunt, fish, boat are obviously very important and that's the magnetic draw from long distances, but we have incremental businesses in those stores that really serve the needs of the entire lifestyle. There was a question this morning, what if you don't hunt or fish? Last year in this country 60 million people participated in outdoor activities that had nothing to do with hunting or fishing. So it's wildlife watching, it's hiking, it's camping, it's backyard bird centers, it's all different kinds of optics. A key thing, several years back in 2002 we recognized that because we were a destination retailer, because a guy was going to plan a trip with the wife and family, it was really important for us to do a better job of engaging the wife and we didn't do a very good job in the old days of that. I think the perception was that it was a bait shop. So we worked real hard on those incremental categories – jewelry, casual clothing, casual footwear, home décor, furniture, restaurants – to make sure there was something there to engage women. And I'll tell you last year 23% of the purchases made in the company were made by women, and that's a dramatic improvement from where we were 6 or 7 years ago and it was a very important piece of that family destination that our stores are able to deliver. In addition to that, on average 46% of the people who visit our stores incorporate an overnight stay. It's again because of that planned destination trip coming from a long distance and the whole family being involved.


Thank you all very much for your time and consideration.  We're very enthusiastic about the opportunity here.

MALONE:
Thank you, Mr. Hagale. There are a couple of commissioners who have a few questions for you. Commissioner Ritz.

RITZ:

Thank you again for coming here today. I heard you this morning across the street. I was sitting in the back. I appreciate your time you've spent here and also congratulations on such a great company. It's a special place.


On your behalf I think either your employees or consultants have been providing information to Mr. Lipscomb and the city. Do you have any problem with that becoming public and making it available to the county commission?

HAGALE:
The only thing I would say about that is we are a privately held company. There are some competitive advantages to that. I'm not sure what information in particular you would like to review. Some of that is very sensitive but I think as long as it stayed within the commission body I don't think we'd have an issue with it.

RITZ:

Let me be very specific. I believe your consultants – I don't think your staff could have done this, prepared 4 separate reports about the Pyramid – an environmental report, a mold report, a seismic report, those are generally the titles.  I think your company paid for them. Yes sir your consultants prepared them and they were submitted to the city. Do you have any problems with those materials being made available to the county commission?

HAGALE:
No sir I don't.

RITZ:

One other question. Have ya'll ever closed a store?

HAGALE:
No the bloom would go off the rose in a hurry if we started doing that. That's why we have to be very thoughtful and cautious about site selection. Now I’m going to give you a caveat.  We have a little small store that under represents our brand on the east side of this market. Our intent is to leave that store there. That store is not a regional destination draw.  It serves the east side of the market.  We have a lot of customers over there, a lot of really good customers, who have come to us on a number of occasions and said please don't close this store. We're going to leave that store to serve the east side of the market. Now, if at some point in time it becomes redundant to the store at the Pyramid, we would have to make another decision.

RITZ:

My question was not leading into that at all but I appreciate the explanation.

FLINN:
Thank you. Good to see you again. Thank you for your time. I've met with you before. We had a good meeting and I appreciate Bass Pro's interest in Memphis. We may as well have everything on the table. There's a store in Buffalo and also one in Leeds, Alabama. Have they slowed down on their progress or anything like that?

HAGALE:
Leeds, Alabama will open in October. Buffalo, New York is a, was a very, very difficult project. They haven't done as good a job as Memphis has in redeveloping their downtown. That's been a 30 year effort that has really, frankly, been stuck in the mud. They are kind of on the front side of that curve. We are committed to Buffalo. We are going to Buffalo. Originally our intent was to redevelop Memorial Auditorium there, the AUD.  That building has a lot of history in Buffalo. Just about every major even that occurred in that part of the country occurred at the AUD, and the building is owned by the city. That building is 50 or 55 years old. It's been vacant for 12 years with no utilities in it. That building has very serious structural and environmental issues. The initial intent was to remediate that. That's what Bass Pro wanted to do and that's what the city wanted to do but it became financially impossible really to do that. That was the city's decision, not ours. So that building today as we speak is being demolished, is being razed, and we'll build a new structure that's reminiscent of that waterfront there. It's going to be a very historic building. But we will build on that site.

FLINN:
Thank you. I very much appreciate you being very forthright with us and explaining this rather than hiding behind any explanation. Thank you.

MULROY:
Thank you, Mr. Hagale. I also want to thank you for coming all this way and taking the time out of your busy schedule to talk to us. We haven't had a chance to speak before. A couple of questions about Bass Pro and its agreement.  Can you tell me roughly do you have an average number of visitors per year that a Bass Pro super store would receive?

HAGALE:
Well it depends on the population obviously and the density of the population in the region. But our outdoor world destination stores will draw anywhere from 2-4 million people.  

MULROY:
Do you get a little over 100 million visitors a year? And you have 50?

HAGALE:
Yes, we had 47 coming into this year. We've opened 4 stores and will open the 5th one Wednesday; then we'll open one store in October and one in early November.

MULROY:
I was just trying to do the math. Seemed like it averaged out to 2 million. So you're saying 2 million is the low end?

HAGALE:
It is and some of those stores obviously have not been open a full year. They've been open half a year.

MULROY:
And you said this morning that about 46% of your outdoor world customers are overnight?

HAGALE:
Yes an overnight stay.

MULROY:
The contemplation is with this project a significant percentage of the people who are going to Bass Pro here at the Pyramid would be people who would be traveling from out of town just to go to the Bass Pro Outdoor World at the Pyramid and then stay overnight in Memphis, right?

HAGALE:
Or incorporate other activities when they come to our store. That is typically what happens.

MULROY:
One of the things that puzzles me is there seems like there are dozens of Bass Pro super stores within a day's drive of Memphis and if you include Gander Mountain and Cabello's you get a pretty crowded map. I think there was a similarly crowded map this morning in showing the epicenter. So I'm trying to figure out why people would drive past those locations to come to the Pyramid?

HAGALE:
Let me give you the best example of that. In the old days Bass Pro Shops was a catalog company with one retail store in Springfield, Missouri. That Springfield store every 30 days had customers from all 50 states. But the core of that customer base was a day's drive from Springfield, so, where people lived because no one lives in Springfield. So it was Dallas, Oklahoma City, Tulsa, Kansas City, St. Louis and Memphis. Those were the major population basis that formed the core of the customers for the Springfield store. Today we have 2 stores in the Dallas market, one on the east side and one on the north side. Cabello's has one in Fort Worth about 15 miles from our grapevine store.  We have a store in Oklahoma City, one in Tulsa. We have two stores in the Kansas City market, one on the Missouri side and one on the Kansas side. Cabello's has one on the north side of the Kansas City market. We have a terrific very, very successful store in St. Louis. We have a smaller store here in Memphis, but it still does some business. The Springfield store has continued to set records for sales revenues in each of the quarters since we've done that. Part of the reason for that is as you create these stores different from the others, people will still travel to them.  The other reason is that when you have a store here in Memphis, some of the stores that are within a day's drive, we'll draw here from southeast Missouri even though we have stores up that direction, we'll draw Arkansas, Mississippi, the northern half of Mississippi particularly, we'll draw Tennessee. We're going to draw from a long distance here partially because of people traveling through on these interstates and partially because of our destination draw to begin with.

MULROY:
Is it possible to get some documentation of the figures that we were talking about just now with respect to the number of visitors per year and percentage of those who stay overnight?

HAGALE:
I can get you the percentages of people who stay overnight. Do you want averages? We're not going to give any store specific information. Our competitors would love to have that.

MULROY:
And I don't want to get in to anything that is proprietary. Averages then.

HAGALE:
I can get you some averages and I can get you some overnight stay data.

MULROY:
All right, great. Particularly what you're envisioning for this Pyramid project, and I had a chance to briefly look through the Development Agreement so I’m not sure it specifies this but this morning we were hearing about an aquarium, museum, hotel. Is it definitely the case that the Pyramid project will include an aquarium?

HAGALE:
We've never built a store without an aquarium. That's sort of a minimum expectation.

MULROY:
Do you have any sense as to the size? Depending on which Bass Pro you go to it might be a wall to ceiling tank or maybe larger than that. What are you envisioning for that?

HAGALE:
Well obviously this is a large space so it will be a significant aquarium, and in addition to that there will be other water features in that store. This is a major water fowl flyway. One of our major conservation partners is based here in Memphis, Ducks Unlimited, so we're going to do some things in conjunction with them that will highlight the water fowl piece of our business.

MULROY:
There will be a museum as well?

HAGALE:
There will be museum quality wildlife mounts and murals, artwork. It will be reflective of this region and all the activities that are important here.

MULROY:
The 250 person hotel. That will not be done by Bass Pro but by one of the development partners? Is that right?

HAGALE:
We will have a hotel operating partner.

MULROY:
Is there any contemplation of having an observation deck or inclinator? Or have we sort of moved past those?

HAGALE:
We would love to do an observation deck at the top of the Pyramid. I'm not sure about the Inclinator. That has to be studied further. A lot of that depends on the safety and security issues but we would love to do that observation deck on top.

MULROY:
We talked about tourist attractions. Is there a tourist attraction in Springfield called The Wonders of Wildlife? Is that Bass Pro?

HAGALE:
We donated the property. It is adjacent to our store. It is a not for profit museum. It is under total renovation right now. Bass Pro has been very supportive financially in that renovation effort. So that will be renovated and increased in size.

MULROY:  So the status of that is that is closed?

HAGALE:  Yes. 

MALONE:
Commissioner we have other commissioners with questions. Are you wrapping up?

MULROY:
Yes I just have one or two more questions. One of the things I want to emphasize is that this is our first time after many years to have an opportunity to ask questions of Bass Pro representative and I don't know when the opportunity will come again and I’m sure other commissioners like myself have questions, but I will get done as quickly as I can.

MALONE:
I completely understand that. Thank you. I appreciate that very much.

MULROY:
Commissioner Flinn asked something about the Buffalo situation.  How long did negotiations go on between Bass Pro and the City of Buffalo?

HAGALE:
The negotiations in that case were not real long at all. The real issue there was trying to find a way to remediate the issues in that building.

MULROY:
I'd read references to six years. Is that not accurate? What was it?

HAGALE:
No. As far as the negotiation itself was a matter of months, it was less than a year.  The real issue again was trying to find structurally and from an environmental standpoint a way to remediate that building.

MULROY:
Thank you and then one final question and I'll let another commissioner ask a question.  The Development Agreement as I understand it contemplates that there will be a year period between finally entering into the Development Agreement and the next phase, the construction phase, during which Bass Pro looks at the feasibility – financial and structural feasibility – what I'm trying to figure out is even though negotiations have been going on for about 3 years, what kind of studies does Bass Pro intend to do in the next year that they haven't had a chance to do in the last 3 years?

HAGALE:
At this point I don't think we have any concerns about the structural feasibility of that building. With all due respect commissioner, I have signed 3 agreements since this all started that have not been counter-signed but have been agreed to prior to being papered. I said early on today and early on in this negotiation process that we wouldn't become involved in the politics or theatrics of this thing and we haven't. But frankly I think Bass Pro has been given credit for delays in this project that aren't rightfully ours.

MULROY:
Sure. And so to answer my question then, and I don't really dispute that, actually but in terms of my question about what's going to happen over the next year. The concerns aren't so much about the structural but it's more about studying the financial feasibility in the next year?

HAGALE:
Well I think it's more about the permitting process. It's more about, frankly, on the city and the county side the financial piece. That is not in place. It is my understanding that's going to take some time.  We've got a lot of design work to do here. This is not a simple project. It's going to take us some considerable amount of time to put this design concept together.

AVERY:
I would just like to say thank you so much for your interest in Shelby County and I would be remiss if I didn't thank each and every committee member that worked so hard to get to this point today. And I especially want to thank Mr. Lipscomb for his hard work. He's worked on this so hard. Thank you so much. I had the opportunity to visit your store in Springfield, Missouri. Amazing. Just amazing.  We spent several hours there. Madam Chair Malone and I left a little money there. But we won't say how much. I thought you might appreciate that. We're very excited about it. Commissioner Mulroy asked some questions that I had, but I won't be redundant with my questions, but thank you so much and thank you committee members. I truly appreciate it.

CARPENTER:
Thank you. Mr. Hagale good to see you here. First question can you talk about in general when you do a new store from the point of negotiation through completion store opening, generally how long does it take you to get through your model – negotiation to construction to opening.

HAGALE:
Well that really does vary but in most cases it's about from start to finish, from beginning the conversation to doing the site analysis is usually about a three year period.

CARPENTER:
The other thing I wanted to ask you about – you mentioned the number of people coming to the Bass Pro store that would spend the night and perhaps take advantage of some other activities, what I see is a cross-over demographic between Graceland, Memphis Motor Sports Park, and some of the others. So kind of the reverse of that, those coming to those attractions would stop and spend some time at your facility.

HAGALE:
Maybe 6 weeks ago I met with the people from Elvis Presley Enterprises and we're going to work on some cooperative marketing arrangements. Our affiliation association and our marketing relationship with Nascar is pretty well documented, so we'll be doing a lot of things in conjunction with them and others. Ducks Unlimited is a very important partner here for us and that shouldn't go unnoticed.

CARPENTER:
I'm glad you raised this because that brings me to my next comment. I mentioned this to you when you were in town previously but I wanted to say it for the record. We have a brand new, hot off the presses approved Master Plan for Shelby Farms Park which happens to include Ducks Unlimited, and we would love Bass Pros participation at some point in that process when you get here. I say when because I believe you are going to come and that's the conservation gem of our community and we just recently received a $20 million grant and we would be happy to have some support from Bass Pro as well.

HAGALE:
We would be happy to be involved in that.

MALONE:
Any other questions commissioners for Mr. Hagale? Mr. Hagale thank you for your time. Thank you so much. City councilman Reid Hedgepeth?

HEDGEPETH:
I just wanted to make a brief comment. First of all I'd like to thank Mr. Hagale for coming and for giving us this great news.  When Commissioner Mulroy was talking about the time deadline, I got asked to be on committee along with Commissioner Malone and when we first got to this committee I was shocked that Bass Pro did not have all their information to make a *** decision; structurally and as far as the soil tests. So it wasn't until probably 3 months ago that Bass Pro had all the facts they needed to tell the city, and that's partially our fault, but they did not have all the facts to make their decision. The facts were given to them, then a timeline was put on them to give an answer whether they were or were not coming here and kind of left it open ended. While there are many things they could put in a contract to give the citizens a very strong feeling that they are going to come here. I think they have done that. I guess the biggest point I’m trying to make is and something that I didn't know – Bass Pro up until 3 months ago did not have the information they needed to make a decision whether to come here or not.

BROOKS:
Thank you Mr. Hagale for coming and I want to thank all of you who have worked so hard on this project. Just one thing I had a concern about, and you did mention this crossover appeal, and that's one of the things I'm turning over in my mind.  Are you factoring this into your agreements, your business plan agreements, with entities in this city? Let me ask another question before you answer that and this may give you some clarity of that question. Participation of visitors to your Bass Pro here VS.  information from visitors from out of town VS. those here in Memphis – what has been the trend? 

HAGALE:
I'm not sure I understand, but let me try.

BROOKS:
What has been the trend of those, of the participation, or of the visitors to your Bass Pro shops, or centers, from the hometown VS. those from out of town.

HAGALE:
Well, over 50% will come from beyond 50 miles of the store. I guess we'd call that out of town. Within a 50 mile radius there will be a very strong core of business.

BROOKS:
As Commissioner Carpenter mentioned, we do have Motorsports and Graceland and Ducks Unlimited, so goes back to the original question which is – are you factoring in, which I think is very important, the crossover demographics into your business plan?

HAGALE:
Yes. There are two things that are very attractive about the Pyramid location. We frankly like the fact that it's downtown and in close proximity to a lot of the other draws here in Memphis. In addition to that, that critical mass in the highway system is beneficial to us because when people plan a destination trip to our store, they are going to plan a lot of other activities that they cannot go into another market to get.

BROOKS:
Is Bass Pro the destination attraction, or is it something that is a part of Bass Pro?

HAGALE:
Well there is no doubt that the more critical mass there is, the more attraction there is in that market, the better it is for us, and we'll add to that. We'll be a catalyst for some additional traffic to all of those activities. At least we have in the past, unless Memphis is an exception. 

BROOKS:
I'm not sure how far you've gotten in terms of looking at the demographics here in Memphis, but have you seen some particulars that will require you to make some adjustments in your demographic crossover that you haven't seen in other cities?

HAGALE:
In terms of the merchandise assortment in our stores? Or, I mean we have a store here so I think we understand the demographics pretty well. In addition to that, we've had catalog customers here for many, many years so we understand their buying habits, what they buy, and what's important.

BROOKS:
Well not to belabor, but that's a lot different from what we're talking about right here.

HAGALE:
Well it is but that's the way we'll determine what assortments go in this store. When I say no two of our stores are alike, that's not just the design and theming of the stores, but is the merchandise in them. We sell a lot of ice fishing equipment in Detroit, but not a lot in Ft. Lauderdale.

BROOKS:
Ok. Well I'll look forward to this whole plan evolving as we move forward, and again thank you very much. Mr. Lipscomb.

MALONE:
Thank you Mr. Hagale.  Mr. Ledbetter with Project Description, Evaluation Matrix and Economic Impact.

LEDBETTER:

As I mentioned earlier, one of our committee's major selection criteria was how much a potential use would bring in incremental economic benefit to the city and county. We asked our real estate and economic consultants to assist us in this deliberation by preparing a strategic matrix that would compare the relative economic impacts of a number of potential uses for the Pyramid. Their work in 2005 indicated that the combined net present value of tax revenue for a Destination Lifestyle Center would be more than twice that of either a theme park or an aquarium, and more than 5 times that of an office use. With Bass Pros project better to find, earlier this year RKG Associates recalculated its physical analysis. 


The analysis was based on a contemplated project with 150,000 square feet of retail space, 240 hotel rooms, restaurants, a marina for boat demonstrations, a 70,000 square foot aviary, and 110,000 square foot museum area – a total development of 730,000 square feet. This latest analysis by our consultants suggests a 20-year net present value for the city and county of $250 million. 


Direct employment is estimated to be 566 persons and indirect employment 95 persons, generating total annual wages of $15 million.  There is excellent confirmation of what Bass Pro will bring to Memphis and Shelby County.  We are not gambling on whether or not it will work.  I want to give you five reasons for this confidence.  Bass Pro is one of the most successful destination retailers in U.S. history.  It is the world’s leading outdoor retailer with 50 stores, $2.7 billion in annual sales and more than 100 million visitors annually.  Bass Pro drives economic development.  Evidence is profound.  Cities, states and developers pay between $25 and $35 million just to recruit Bass Pro to their markets.  Bass Pro has a proven ability to stimulate economic development and even successfully turns around blighted areas in urban settings.  Bass Pro is frequently listed in the top ranks of tourist attractions in many states where their stores are located.  In our case, there will be nothing in the entire country like the Pyramid Bass Pro.  Their stores are a frequent destination for field trips and draw heavily on family and conservation tourism.  Their one of a kind surprises such as tall indoor waterfalls, massive aquariums, natural exhibits, conservation programs, marina attractions, it is the largest seller of boats, will attract millions annually to downtown Memphis and the river front who have never picked up a fishing rod or fired a rifle or a shotgun.  We don’t need to guess whether Bass Pro will give back to the community.  About 40 percent of each store space is devoted to education, history of the region and conservation.  Bass Pro is continuously praised for its charitable and civic contributions.  Fed Ex is exclusive shipper for Bass Pro catalog sales.  St. Jude’s Children Research Hospital is a major beneficiary of its charitable support and our Bill Dance is one of its major spokesmen.  Their Duck’s Unlimited ties are very strong and mutually supportive and Morgan Keegan and First Tennessee Bank finance projects for Bass Pro.  Our committee members are convinced that the Pyramid, with Bass Pro as its occupant, will be the hub of activity and catalyst for development of the northern part of downtown Memphis.  Unique retail experiences, entertainment venues, nature wetland exhibits, restaurants, Wolf River Harbor Marina, aviary, aquariums, museum, and hotel.  Just think of the areas that will be transformed; the Pinch District, St. Jude, the Convention Center District, uptown and the water front.  Thank you.  

MALONE:   
Developer Agreement – Hunter Humphreys, Glankler Brown.   

HUMPHREYS:  
Good afternoon.  As Commissioner Malone said, my name is Hunter Humphreys.  I am with the Glankler Brown law firm.  With me today is my partner, Doug Earthman.  We were requested early this summer to assist the city in drafting and negotiating a development agreement and we have worked with the city and with Bass Pro on that project for the last couple of months.  What I have been asked to do today is one, is give a general overview of the legal documentation and where that process is, and two, give a brief summary of the development agreement.  As far as the legal process is concerned, Scott Ledbetter mentioned to you that on June 27, 2007, a non-binding letter of intent was entered into which did not create binding contractual obligations between the city and county and Bass Pro.  The next step in that process and the one that is being introduced to you now, is the development agreement.  It is a one year agreement that does create binding contractual obligation between Bass Pro and the city and county.  Upon completion of the development agreement, it is contemplated that the city and the county will then enter into a long term lease and an improvements contract with Bass Pro.  The development agreement, as I said is a one year agreement.  During that one year period, it provides that Bass Pro will pay $35,000 in monthly payments to the city and county.  This is in addition to the cost and expense they will incur during that period, as you heard today, additional planning, permitting, design work that – and work on financing that will go on during that one year period.  During the one year period of the development agreement, Bass Pro will also be required to provide liability insurance and indemnification to the city and county where they will indemnify and hold the city and county harmless if there should be any damage to the property or any injuries to any one resulting from their activities on the property.  The development agreement provides for specific milestones, specific obligations that each party to the agreement is required to complete during that one year and they are set up on quarterly guidelines for that period.  During the first quarter, among the things that Bass Pro will be required to do is complete their conceptual plans, including structural, mechanical, electrical, plumbing design and environmental studies.  They will provide is detailed quantitative statement of probable cost.  They will provide a detailed timeline of deliverables through design, construction and occupancy.  They will provide a funding approach outlining the intended funding sources of the project.  In the second quarter, they will provide a progress report and project presentation to the city and county for approval.  The third quarter, they will complete the process of obtaining necessary consents, waivers, permits approval for all governmental departments and agencies and in the fourth quarter, they will complete the preliminary financing package, complete design schematics, provide a final project presentation to the city and county and negotiate the long term lease and improvements contract.  During that same one year period, the city and county will have a number of duties and obligations under the development agreement.  A number of those have been mentioned today, but in particular, they will be assisting in working with Bass Pro in negotiating the various permitting, licensing, consent, waiver requirements with all of the various city and county and state governments and agencies that are required for a project of this scope.  The other thing that will be going on with the city during the development period, city and county, is that the city and county will be working on the sources of federal and state financing that will be provided as an incentive to Bass Pro.  There will be a more detailed discussion of those in just a few minutes.  The development agreement sets out what the basic terms of the lease agreement and of the improvements contract will be upon completion of the one year term of the development agreement.  Those terms will be incorporated into those documents and will be part of those documents unless this agreement should be terminated at the end of the one year development term.  That – in that unlikely event, Bass Pro would be required to pay a $500,000 termination fee to the city.  It is designated as liquidated damages in the document.  The only exceptions in the development agreement to the obligation to pay – for Bass Pro to pay that termination fee if they do not proceed with the project would be if the city and county default under the agreement, or second, if there was a determination that the Pyramid structure could not be developed as contemplated and the city was unable to correct those structural deficiencies.  The lease and development agreement that will be entered into at the conclusion of the – the improvements contract that will be entered into at the end of the development agreement provide initially for a two year construction period.  During that two year construction period, there will be no fixed rent payable, but Bass Pro, in addition to all of the development costs and construction costs, it will be vested in the property at that point and it also will be paying all maintenance, repairs, security and liability insurance for the property.  After the two year construction period, the 20 year lease term commences.  In addition to the 20 year lease term, there are five seven year renewals options that could be exercised by Bass Pro at the end of the 20 year term.  During the lease term and after the construction period, Bass Pro, in addition to its other obligations will be required to pay percentage rent equal to two percent of the gross sales of merchandise and restaurants sales for the retail Bass Pro store.  The exceptions to that two percent rent requirement are that Bass Pro would be required to pay one percent of any sales of boats, RVs or ATVs up to $250 per sale on those items and that they would not be required to pay any fees for bowling or bowling-related activities other than those activities the two percentage rent would apply.  During the first year after the construction period, the first of the 20 years, Bass Pro would guarantee a minimum percentage rent of $800,000 -- $880,000 and for all subsequent years, it would be $1,000.  The development agreement does provide that there is a – excuse me -- $1 million – excuse me.  Minimum rent of $1 million after the first year.  The development agreement does provide, to the extent that Bass Pro was required to pay any real property taxes or any payments in lieu of taxes, that that would be credited against the minimum percentage rent.  That does not include any personal property ad valorem taxes and it is anticipated that the government entities would continue to own the facilities so there should not be any real property taxes due.  The development agreement also sets forth a 30 percent female/minority hiring target for the project development.  It includes exclusivity language which would prohibit Bass Pro from operating a similar store within 100 miles of the facility in Memphis and it goes into a substantial amount of detail about the project finance.  Those are going to be addressed – that component is going to be addressed by the next couple of speakers.  So, that is a general overview of the development agreement.  After you have had an opportunity to review that in more detail, we will be happy to try to answer any specific questions you have.  

MALONE:  
Mr. Humphreys, I think a couple of Commissioner have a few brief questions for you.  Commissioner Ritz.  

RITZ:  

Thank you, Madam Chairman.  Mr. Humphreys, how are you doing?  

HUMPHREYS:  
Fine, thank you.  

RITZ: 

I haven’t seen you in a while.  Are you working for the city or the county, or who are you working for right now?  

HUMPHREYS:   We have been working with the city and it is my understanding that we are employed by the City.  

RITZ:  

That’s what I thought.  Would it surprise you a great deal, if I told you the tax and other benefits of this transaction would be considerably different between the city and the county?  Their interest would not be the same.  

HUMPHREYS:  I understand that the ownership interests are different and the debt is different.  I am aware of that.  

RITZ:  

But you are not familiar with the issue of the different kinds of taxes that have been implied will be beneficial to the community, how they will be divided between the city and the county.  

HUMPHREYS:  I have looked at the ad valorem taxes, the real estate taxes and the other financing components, I have not been involved in.  

RITZ:  

I think the answer would be no, right?  

HUMPHREYS:  Well, to the extent that it is ad valorem taxes, yes.  To the extent that it is other taxes, no. 

RITZ:  

There are no real estate property taxes on the Pyramid because it is publicly owned and not contemplated to be any.  

HUMPHREYS:  Correct. 

RITZ:  

With respect to the credit against the rent, in the require agreement that we looked at and I believe an agreement is now going to be before us here soon, maybe today even, the sales tax was a possible credit against the rent in the agreement we looked at in February.  Is that still the case here?  

HUMPHREYS:  
This agreement does not reference sales tax, no. 

RITZ:  

Does it specifically say that they cannot use sales taxes as a credit against this rent? 

HUMPHREYS:  It specifically says that Bass Pro will be responsible for paying real estate taxes or payments in lieu thereof and that Bass Pro will receive a credit on a dollar for dollar basis for the rent equal to all payments made by Bass Pro in this regard which I read to mean with regard to real estate taxes or payments in lieu of taxes.  

RITZ:  

I cannot be more complimentary of you as a lawyer on representing a client.  But if you were representing the public, like I’ve seen you representing private, wouldn’t you make sure that sales tax couldn’t be used in this case?  

HUMPHREYS:  As a credit?  

RITZ:  Yes.  

HUMPHREYS:  This was a negotiated agreement.  There are a number of things in here, that if I could draft it exactly as I would like to draft it, it might say things a little bit differently, but I think it is clear on this issue.  Yes, I would like to have another two or three sentences in there, but I think it is clear enough.  I would love to be arguing this if it was ever disputed on this issue.  

RITZ:  

Well, I think the real big question I have to ask you is – that I would like to ask is this, Mr. Humphreys, as you describe, this is sort of a two step process of negotiation.  We apparently take this contract or not, the way it has been pitched at us.  And if we take this contract and go into a process where somebody on our behalf negotiates a lease and improvements contract and that’s where all of the meat and potatoes are.  I’m sure you would agree.  

HUMPHREYS:  The lease and improvements contract will have a lot more detail and there will be a lot more paper there.  

RITZ:  

The answer would be yes.  I will accept that as a yes.  In that regard, given the nature of public entities, do you think that’s a safe thing to do?  Where taxpayers can get into a situation with anybody, whether it is Bass Pro or Hoops or anybody else – get into a situation where if we say, yes, we are going to do this, and at the end of the day we cannot, can’t be delivered.   

HUMPHREYS:  Commissioner, as you well know from all of the contracts you have worked on, that typically, you enter into a contract that doesn’t have all of the details of the final transaction and then, prior to closing, prior to conclusion of the deal, you enter into more definitive documents that have got more detail and more specifics in them.  But this has got the basics that you would normally expect to see in a contract that was preliminary to preparation of the final closing documents which here would be the lease and improvements contract.  

RITZ:  Except for the sales tax issues.  

HUMPHREYS:  Oh, yes, I think that’s clear. 

RITZ:  Are you going to defend us on that matter?  

HUMPHREYS:  One of our lit gators could.  

RITZ:  Are you aware of any conflicts between the proposed agreement that you all are asking us to agree to and our agreements with Hoops or regarding the Hoops bonds?  

HUMPHREYS:  I have not been requested to look at those issues.  

MALONE:  We will get an answer to that question for you, Commissioner Ritz.  

RITZ:  Before we, I guess, get to the point of being asked to sign the agreement.

MALONE:  Absolutely.  We will have to have discussion in committees.  So, we will get the answer to that question for you.  

RITZ:  That’s all of the questions I have of Mr. Humphreys.  

MALONE:  Thank you, Commissioner Ritz.  Commissioner Mulroy. 

MULROY:  Thank you, Madam Chairman.  Good to see you again, Mr. Humphreys.  A couple of quick questions, just to make sure I understand.  If the city and the county were, for some reason, I’m not saying it is likely, but if they were for some reason not to come up with the ability to guarantee the $30 million by the end of the year period, the development agreement and then basically, the deal would be off and Bass Pro could walk without having to pay the half million dollars liquidated damages, right?  

HUMPHREYS:  Let me answer that by referring to the agreement, if I could.  There is a – there are statements throughout this document that the city will facilitate, the city will assist in, the city will take these other actions to insure that this financing from other than general funds is available.  

MULROY:  Will we have to have a letter of credit?  

HUMPHREYS:  It provides that – a letter of credit or other security will be provided for those obligations.  Now, the question, and I think where you are going and what the financial people are telling us is, in the extremely unlikely event that there were issues with this financing from other sources, what would happen.  And I think, if you look in Section 5.4 – 

RITZ:  
Will we get a copy of the agreement, Madam Chairman, as long as we are going to be using it?  Can we get a copy of this?  We don’t have a copy. 

MALONE:  
Yes, we will get a copy.

RITZ:  
Can we get it now, can we get it right now?  

MALONE:  
I’m not sure if we have them in the building now.  Do we have them, Mr. Lipscomb?  Well, we well get those now, Commissioners, but again, we will have an opportunity to ask Mr. Humphreys and others very detailed questions in our next committee meeting.   

HUMPHREYS:  If I could, let me give you a short answer on that and then we can give you a more detailed answer with more references and things, but in Section 5.4, I guess the third full paragraph of that, it says that in the event Bass Pro terminates its development agreement pursuant to subsection b or d above, neither party shall have any obligation or liability to the other pursuant to this development agreement or otherwise and all obligations and liabilities of the parties shall end.  Above that, it is carved out the liquidated damages provision as an exception to that, but it says that if it is terminated accordance with b or d – d is the city or county fails to satisfy those necessary obligations as set forth in this agreement which would be the financing obligations, so, I think the position would be that if the city failed to meet that financing obligation, in other words, if again, in the unlikely event as we are told that you couldn’t get this other source of financing, then the city said we’re not putting in general funds in this and the county says we are not putting any general funds into this, then you would go to this section and it says, if it is terminated pursuant to one of those defaults that the parties have no further obligation.  So that would be – 

MULROY:  
That sounds like yes.  

HUMPHREYS:  That would be argument for that.   

MULROY:  
It sounds like a pretty – you would have a pretty good ***…*** argument and the answer would be yes.  

HUMPHREYS:  I think would be the argument ***…***.  

MULROY:  
Thank you for that, Mr. Humphreys, and then the development agreement refers to $75 million for the total project cost.  That includes the $30 million that we would contribute?  In other words, $45 million from Bass Pro, $30 million from us, adding up to a total project cost of $75 million, if I’m reading that right? 

HUMPHREYS:  I don’t think that’s correct, but I think someone can answer that question better than I could.  

MULROY:  
Before we do that, let me ask one other question that I know – that I’m pretty sure you can answer because it relates directly to a comment that you made during the formal presentation mere moments ago.  I remember you saying that Bass Pro basically is obligated to go forward or pay the liquidated damages unless one or two things happened, we didn’t come up with our obligations or there was some sort of structural problem.  What I’m asking is, I’m a little confused because, isn’t it also conditioned expressly on Bass Pro being able to obtain funding and also having development partners acceptable to Bass Pro?  I heard some discussion before about a hotel entity being a separate development.

HUMPHREYS:  Again, I would refer you to Section 5.4.  It says, the following termination by Bass Pro pursuant to a, c, or e above, Bass Pro shall pay the $500,000.  There are five sections included there that give Bass Pro the right to terminate.  In those three – if it is any of those three sections, they pay the $500,000.  The two sections where they would not be required to pay the $500,000 would be b and d.  B is the city or county failed to satisfy those necessary obligations set forth in the agreement, city or county defaults.  D and that’s the other one, is – it is determined after careful review that the Pyramid structure is unable to be redeveloped in the manner, and there is a typo in my agreement, it says created by Bass Pro, and contemplated by the parties and the city and county failed to correct the deficiencies in the Pyramid structure required for redevelopment.  Those are the two instances where they would be exempt from paying it.  The other three terminations items –  

COMMISSIONER MULROY:  I understand exactly what you are saying.  Madam Chair, this is absolutely my last question.  It follows naturally from the colloquy I’m having with Mr. Humphreys.  I said what you’re saying and the way you are reading the termination clause, right, the only reason that prompted – the only thing that prompted my question is that I was trying to figure out which section governed because on Page 9, Section 3.2.4 says Bass Pro’s obligations on this agreement are expressly contingent on and then it lists things like Bass Pro finding an acceptable development partner that is acceptable to them, finding financing.  Are you saying that the termination clause trumps that?  

HUMPHREYS:  I think the way these sections work is – these are ***…*** their obligation to go forward, but if they elect not to go forward for any of those reasons, they still pay the termination fee, unless they come with one those two ***…*** 

MULROY:  
Thank you, then the only unanswered question I have is I was trying to figure out whether the $30 was in addition to the $75 or ***…*** 

HUMPHREYS:  Somebody can answer that better than I can.   

MULROY:  That’s all I have. 

MALONE:  When the finance team comes up, Commission; we will get them to answer that for you.  

MULROY:  
Thank you, very much.

MALONE:  
Commissioner Brooks, you’re recognized.  

BROOKS:  
Thank you, Madam Chairman.  Mr. Humphreys, just one question.  I think I did hear you mention something about goals and I probably was reading something else, but would you go back with me, if you will, and help me to understand what assurances I will have to insure that there will be ethnic minority participation that is in line with the demographic of ethnic minority participation in Memphis and Shelby County?  What kind of assurances do I have in writing? 

HUMPHREYS:  Well, I think the agreement, as I mentioned, contemplates a 30 percent female and minority participation in this project.  

BROOKS:  
Okay, I don’t mean to interrupt, but I want to – let’s delete female.  I just want to talk about African Americans specifically.  

HUMPHREYS:  Let me, on that, that provision was part of this agreement when we became involved.  I was not involved in the negotiation, how that number was reached and how that language was reached.  So, I think, I can tell you what was agreed to and what is in the document now and that’s what I told you, but in terms of how it got to that point, or whether there is background on that, I don’t have any idea.  

BROOKS:  Madam Chair, just one other thing – 

MALONE:  I think Mr. Lipscomb wants to answer your question.  

LIPSCOMB:  Yes, we set the goal of a minimum of 30 percent minority participation.  We set that goal early on because we thought that was an important goal to achieve as part of this project.  So, there was no technical reason for doing, we just thought that was an achievable goal for a government project of this magnitude.  We didn’t base it on demographics, we just said that we felt that was a realistic goal for a project of this magnitude, given the level of – the number of minority firms in construction and issues like that, so we felt that was a decent baseline goal to start with.  

BROOKS:  I understand that and why you are standing there, Mr. Lipscomb, will you tell me where – what page I can turn to for that assurance?  

LIPSCOMB:  Well, the assurance is in the document itself and the other assurance, I think is that we are going to stay involved in this project.  

BROOKS:  Is there specific language that I can turn to? 

LIPSCOMB:  I don’t know exactly where it is – 

BROOKS:  But it is in here?  

LIPSCOMB:  It is in there, sure.  

BROOKS:  Thank you, that’s all I need.  Thank you, Madam Chairman. 

MALONE:  Commissioner Brooks, did you have one final question for Mr. Humphreys?

BROOKS:  No, I allowed Mr. Lipscomb to answer that question. 

MALONE:  Thank you, so much.   Project financing at this time -- We will have an overview.  Go ahead, Mr. Lipscomb.  

LIPSCOMB:  I’m going to have to go leave because we both have a flight to catch at three o’clock, but I will introduce our finance team led by Tyree Daniel.  I think Tyree is going to introduce Charles Carpenter, who is involved as well as – I think we have an internal finance team as well as Don Holm will explain the issue of the new market tax credits.  

MALONE:  Thank you.  

LIPSCOMB:  Those are the three big issues, I think, new market tax credits which Don will cover.  I think the TDZ issue which Charles will cover and then Tyree will handle the overall financial information.  

MALONE:  Okay, and as you stated earlier, any questions we might have after Commissioners review the information, we can funnel those questions to you for response?  

LIPSCOMB:  Right, and I prefer they be in writing, so therefore we get the questions in writing, and we respond right away and – so that everything will be above board and transparent.  

MALONE:  Okay, Commissioner Ritz.  

RITZ:  
You will respond right away?  

LIPSCOMB:  Well, let’s say within a week.  

MALONE:  
Within a week.  

RITZ:  
Four months? 

MALONE:  
Within a week.  Thank you, Mr. Lipscomb. 

LIPSCOMB:  
Right, within a week.  

MALONE:  
Thank you, so much.  Okay, Mr. Daniels. 

DANIELS:  
In evaluating the $30 million that the city and county will agree to contribute to this project, we had a couple of objectives that we decided to figure out before we undertook this project.  And the first one was, we did not – as has been said before, we did not want to encumber any of the general fund revenues to commit to this $30 million nor did we want to make sure that any of the projects were on-going, that money would be taken away from.  So, we did that.  Second, we wanted to make sure that the $30 million was at the most beneficial rate to the city and the county.  Third, we wanted to maximize the amount of capital that was going to be used that would not require repayment.  Fourth, we wanted to make sure we identified all of the sources that – all of the sources that this money was coming from and all of the steps it would take to obtain this money.  And I think the committee – the finance committee did that.  We identified six sources or potential sources that could provide this money for us and the first one is a BEDI Grant which stands for Brownfields Grant Economic Development Initiative.  The second is an HUD, Section 108 long and that’s basically bridge financing the BEDI grant is also an HUD program administered by HUD.  The third is new market tax credits and you will hear more about those from Don Holm who will come up after me from Farris and Bobango.  And the third was the existing Convention Center TDZ or Tourist Development Zone.  This zone right now is established and it is basically, sales tax rebate from the State of Tennessee.  This is money that if not used would go to the State of Tennessee and this money can be pledged for redevelopment projects.  Also, we could possibly get the – since part of this $30 million will go for parking garages, maybe one of the – part of the $30 million could be bonds issued by the Downtown Parking Authority which is under the Center City umbrella, CDC, Downtown Parking Authority that have issued bonds for a garages before.  And the last one would be maybe tax increment financing and the tax increment financing is where you take property that is under-utilized, maybe blighted and use the future value of that property for financing.  And if we could mine all of those sources together, they could potentially raise $87 million, if we needed all of that for the project.  So, the committee will, over the development period of the next 12 months will be going and identifying which of these sources would be best and would meet all of the objectives that we set out for funding for this project and we think we can get that done.  All of these sources are definitely viable sources.  These are not maybe – these are sources that we know are viable and would help in under-gird this $30 million commitment from the city and the county.  

MALONE:  
Thank you, Mr. Daniels.  Commissioner Ritz has a question. 

RITZ:  
Mr. Daniels, I heard you this morning, and I made some notes and now  I’m hearing you the second time.  I’ve got a couple of questions.  You mentioned the $87 million – you have some materials you can give us that would show us, from here you expect X, so that we can see where it adds up to $87 million?

DANIELS:  
Yes, sir, now that you have the book, this whole section on financing is in there.  It is entitled, the redevelopment financing guidebook and there is a description of each source and a list of all of the potential revenues.

RITZ:  
Good, I will read it tonight.  The other question is you mentioned TIF and we’ve had experience with one of those here with a proposed tax increment being property tax and sales tax, but focused on the property tax. 

DANIELS.  
Correct. 

RITZ:  
You understand.  

DANIELS:  
Yes, I do.  

RITZ:  
But this property, the pyramid is publicly owned and will remain publicly owned.  So, there won’t be any property tax increment from that property.  Are you with me so far? 

DANIELS:  
Yes. 

RITZ:  
All right, if this property is in, as you probably know, another TIF area. 

DANIELS:  
Correct.  

RITZ:  
For Uptown.  

DANIELS:  
Correct. 

RITZ:  And the property developer up there has some interest in the tax increment up there. 

DANIELS:  Correct.  

RITZ:  Has he, they, agreed that this property and the impact of this development, that they will permit tax increments – that they are due and promised to go to pay off, if you will, bonds financed to help the Pyramid. 

DANIELS:  Commissioner, that’s a great question.  I will say, those are the types of discussions that will be going forward over the next 12 months to really optimize the combination sources that we will use. 

RITZ:  
You haven’t contacted them? 

DANIELS:  
No, we have not ***…*** 

RITZ:  
One other little piece to that same question.  If you use tax increments to include sales taxes, and you have TIF funds for that which you can calculate for the project – there aren’t any sales tax coming out of it now, whatever, you also mentioned, though, the sales tax because of the tourism and development zone.  Those are all the same sales taxes, so you couldn’t do both, could you?  

DANIELS:  
Right, and, to answer your question, the TDZ already gives us the sales tax, the state portion of the sales tax.  The TIF would be for the property tax and in particular for this development, if we did do a TIF for this development, it would not necessarily be the Pyramid itself, it would be all of the component units that will around the Pyramid.  When everyone knows the Pyramid is there, there will be businesses that will try to – across the street from the Pyramid. 

RITZ:  
Mr. Daniels, my point, my question was, there are other people who already have an interest in those. 

DANIELS:  
Correct.  

RITZ:  
Thank you.  Thank you, Madam Chairman. 

MALONE:  
Commissioner Carpenter. 

CARPENTER:  Thank you, Madam Chair.  I may need some help from Mr. Kuhn on this matter, it is kind of a process matter, there may be somebody else that can answer it.  If we get to the point of TIFs, the authorizing the use of the TDZ that already exists, the Parking Authority bonds, was a possibility, new market tax credits.  Everyone knows that the county owns half of the Pyramid, but it is obviously – the City has taken a lead on this project and it’s obviously in the city.  Which of those things does the county or the Commission, would we have to approve or authorize or would any of them, would we have to approve or authorize in terms of financing? 

KUHN: 
You’re going to need help from more than Mr. Kuhn on this one, I’m afraid.  Mark ***…*** does my TIF and PILOTS and those type questions.  He will be the one I would have to refer that to.  I really – Mr. Carpenter may know out there, sitting in the audience, he does a lot of this and the finance people may know.  I’m a little familiar with the sales tax and property tax issues, but the TIF and the PILOTs and things like that, I’m not familiar enough to answer that question.  

CARPENTER:  
Mr. Chairman, could somebody else maybe – Mr. Carpenter, I don’t want to put anybody on the spot.  

MALONE:  
Mr. Carpenter, do you have the answer to the question? 

CHAS. CARPENTER:  Yes, I can assist with that, Madam Chairman. 

MALONE:  
Okay.    

CHAS. CARPENTER:  To answer your question, Commissioner Carpenter, the county would have to approve all of it. 

CARPENTER:  
Okay.  

CHAS. CARPENTER:  I mean, this what I think we are outlining today was the exact structure of the development agreement, but the financial structure is still being in place, so it was the TDZ, it would be approved by the County Commission and the City Council.  If it was the Downtown Parking Authority parking bonds, the garage bonds, that would be approved by the County Commission and the City Council.  And if it was a TIF, it would be approved by the County Commission and the City Council.  So, all of this, from a financing standpoint is preliminary.  Any of the final structures and that would be presented, would have to be brought back before this body for your scrutiny and your approval.  

CARPENTER:  Okay, thank you.  

MALONE:  Thank you.  Commissioner Mulroy.  

MULROY:  Just to follow up on this, just so I understand.  The TDZ money that we’re talking about would be money that would otherwise be going to the state, right?  

DANIELS:  
Correct.  

MULROY: 
So, we are not talking about any sales tax revenue TDZ that would otherwise be going to the city or county? 

DANIELS:  
Correct.  

MULROY:  
Is the same true with the TIF or is it true that with respect to the TIF, some of the money would be revenue that would otherwise being to the city or the county.

DANIELS:  
Well, with the TIF, if we did not do a TIF financing for the structure, that – the City or the County would receive that money in property tax directly. 

MULROY:  
So, the TIF would represent money that would otherwise be coming in to the city or the county? 

DANIELS:  
Exactly.  And then actually, the TIF would only – the incremental part over and above what is already there. 

MULROY:  
I understand that part.   With respect to both the TDZ and the TIF, are we contemplating only the existing TDZ that is there and the existing TIF that is there and not adding a new TDZ or a new TIF? 

DANIELS:  
Right, we would not envision adding a new TDZ or a TIF right now.

MULROY:  
Just using the existing one?  

DANIELS:  
The existing one. 

MULROY:  
And of course, with respect to both the TDZ and the TIF, there are currently designated recipients of that money?  

DANIELS:  
Yes, there are.  

MULROY:  
And then, the only other question I have is, there are references in the agreement to the city or the county being required to seek legislative approval for a TDZ or it to establish a TDZ.  Does that contemplate the creation of a new TDZ or is that just, an inartful reference to keep the TDZ that already exists?  Do you know what I mean?

DANIELS:  
Right, I would – speaking from where I know the development agreement, I would say that is an artful reference, not – we do not intend –

MULROY:    Inartful reference.  

DANIELS:  
Right. 

MULROY:  
Okay, despite the reference in the current draft of the development agreement to seeking legislative approval for a new TDZ or establishing a TDZ, we are not contemplating any new TDZ or any new TIF, just redirecting TDZ – existing TDZ and TIF funds to the Pyramid project?  

DANIELS:  
Exactly and actually – let me make this clear – for the TDZ, we are not really redirecting the existing funds.  We will be redirecting the excess funds from the TDZ from the new development coming on line.  Right now, that TDZ already produces – we are already getting rebates from the existing TDZ.  But when the Bass Pro from the additional sales tax dollars that will be raised, there will be excesses and we would bond for the excess portion of that only.  

MULROY:  
In both cases, when it comes time for us to commit our $30 million in order for the project to go forward, we won’t know exactly how much in excess is generated by the project because Bass Pro won’t be open for business yet, right?

DANIELS:  
Correct. 

MULROY:  
So, in both cases, we’re going to issue bonds based on our estimate of how much revenue that should bring in, right?  

DANIELS:  
Right and Mr. Carpenter will address this a little later.  But, yes, there will be a feasibility study done that will give us a consultant’s estimates of what that would be.  

MULROY:  
Thank you, very much.   

DANIELS:  
Thank you.  

MALONE:  
Thank you, Commissioner.  Thank you, Mr. Daniels.  New tax credit – new market tax credits – Don Holme, Farris Bobango.  

DON HOLM, FARRIS BOBANGO:  Good afternoon.  I’m going to speak about an $8 million line item that is in the sources that’s in your new markets – maybe five or six – six.  What I’m going to talk about today, very briefly is one of the descriptions of the new market tax credits, what they are.  I am going to talk about how they apply to the Pyramid, sort of from a legal perspective and then I’m going to address the issue of what are the likelihood of success of getting new markets for the Pyramid.  First of all, the new markets tax credit is a program that was established back in 2000 in the Clinton administration.  It is administered by the U.S. Treasury Department and more specifically by the Community Development Financial Institutions Fund.  And what they do is, since 2001, they’ve been allocating about $3.5 billion per year in new markets tax credits to things called community development entities.  And what ends up happening is if you get an allocation of new markets tax credits, that $3.5 billion or let’s say $100 million, what that means is that an entity, community development entity who attracts $100 million in funds will get an investment of that $100 million in funds which they will then put into low income community businesses like the Pyramid and in return for that investment into the community development, they get a 39 percent tax credit over a seven year period.  In addition to the tax credit, the investor is then going to get at some point in time, seven years down the road, actually, is going to get some portion of his money back.  So, what happens is, the money comes into a community development entity, that entity then goes out and makes investments in low income community businesses which the Pyramid is and we will talk about that in more detail later, and as a result, the investor gets – the investor ends up getting the credits.  The important thing, though, is that this $8 million that we are talking about, is going to stay in the business for seven years or more, at least seven years.  A new markets tax credit, in order the get it, you’ve got to put money into a low income community business which is the Pyramid, that’s what we are talking about today.  In order to qualify as a low income community business, the project has to be in a census tract that has at least 20 percent or more of poverty.  It also has to generate more than 50 percent of its income in a low income area, have more than 40 percent of its property located in a low income area and more than 40 percent of its services in a low income area.  That all being said, since the Pyramid is a building that doesn’t move, all of its income is going to be generated in a low income area.  All of its services are going to be performed in a low income area and all of its property is in a low income area, so it qualifies for a new markets tax credits.  It meets the baseline test for credits.  There are a number of projects in Memphis that have qualified for new markets and in fact, have received them.  I would point out that the projections that you see here – we’re looking at a $30 million allocation in new markets tax credits that is going to produce net to the project $8 million.  The Pyramid is not the largest new market tax credit project in the City of Memphis.  In fact, it is Court Square which has already closed.  They had to raise $40.5 million in new market tax credits in order to make that project happen.  In addition, there is another project, not too far from there which is the Westin Hotel.  That also attracted new market tax credits, $15.5 million and finally the Town Center in Soulsville just received an allocation from Wachovia Bank which is $7.3 million.  So, as sort of an aside, there is an entity that is Jackson, Mississippi based that just opened a branch here in Memphis called Hope Community Credit Union and they attracted some incredible attention.  They got the Director of the CDFI Fund to come down and do a press conference two weeks ago.  They’ve leveraged that $15 million new markets tax credits into $50 million worth of loans.  As I mentioned, what I’m here talking about is $8 million.  This project, and the boxes that you’ve got to draw and the agreements that you’ve got to do and the flow of funds and all of that stuff is real complicated.  There are a few boxes in our tab six that you will see that’s just sort of give you the basic flavor for what the new markets tax credit transaction looks like – a sort of back of the envelope picture.  There are a significant number of – a geometric portion of the boxes that, in fact, need to be sort of drawn to make this thing happen.  The bottom line is $8 million net to the project is going to stay in, will stay in the project through the term of the project.  Now, where are we going to get these?  Well, City of Memphis has applied for new market – an allocation of new markets tax credits.  The allocation is expected to be announced – the award is supposed to be announced by the CDFI Fund in October of this year.  In addition, there are four other CDE’s that have had some contact with the City of Memphis that also put the Pyramid in as a project that they would like to use and fund with new markets tax credits.  Again, those folks will also hear in October.  The acid test – once you sort of qualify and you meet the statutory test of 20 percent poverty and you’re a low income community business, in accordance with all of the statistics and stuff, there are two other things that you’ve got to do in the beauty contest in order to get new markets tax credits.  First of all, you have to be – nowadays – the CDFI fund has raised the bar in terms of the requirements in order to get a reward of credits, for a CDE to get an award of credits and therefore, the CDE has also raised the bar to the same height and that is that you have to be in an additionally distressed census tract.  Well, frankly, I looked – there are a number of tests and there is not a single one of them that the Memphis Pyramid doesn’t meet.  In fact, it has a poverty rate of 63.5 percent, and it only requires 30; an unemployment rate of 3.16 times the national average, 1.5 is what the threshold is.  It happens to be located in a Memphis renewal community.  It is located in a brownfield site.  It is located in a local TIF District.  It is located in an SPA HUD zone and it is also in an area that is part of the Delta Regional Authority.  So, the first hurdle that they had to jump over is, is this an additionally distressed census tract?  The answer is clearly yes.  Second, the second hurdle is what’s the community impact?  And I think we heard a lot about that already, but let me remind you.  We’re talking about 2.4 million -- 2 to 4 million visitors per year.  We’re talking about 1,000 jobs from construction -- $43.2 million in wages.  We’re talking about 661 permanent jobs according to the estimate which is $14.8 million in wages per year and total annual revenues to the combined City and County of $19 million.  That’s a significant impact.  And ass far as the duty contest is concerned, that impact is very impact because the CDE, once they give an award of allocation, they are going to have to account to the CDFI fund when they go back to the till to say I want more and they also have to report their community impact on the investments they’ve made.  And creating the number of jobs that you’re seeing, generating the amount of dollars that we’re talking about, and certainly Memphis is generating 2 to 4 million visitors a year to the site, I think, is very significant and bodes well for their opportunities to get some new markets tax credits for this project.  

MALONE:  
Thank you, Mr. Holm.  I think Commissioner Brooks has a question.

BROOKS:  
Mr. Holm, just one question.  As I was listening to your presentation, you were talking about new market credits and the criteria for that and you did mention blight and poverty – 

HOLM:  
Additionally distressed criteria is sort of the buzz word, but yes, ma’am.  Yes, that is obviously blight and poverty.  

BROOKS:  
Okay, now, we are talking about the Pyramid area – so, around the Pyramid, what I see is Pinch District, I see Uptown and I see where there has been quite a bit of infrastructure improvements and quite bit of redevelopment and revitalization, so, I’m not seeing blight and I guess I need to ask you to tell me how far out are you going. 

HOLM:  
This is according to the 2000 –

BROOKS:  
I didn’t finish my question, please.  

HOLM:  
Yes, ma’am. 

BROOKS:  
Thank you.  How far out are you going with regard to census tracts in order to qualify these new market tax credits under slum, and blight and poverty in distressed areas?  Now you may speak.

HOLM:  
In the first instance, new markets are based on a single census tract and that is based on an address that you input into the CDFI fund web site to determine what the census tract is, and then they come back with statistics.  Those statistics are based on the two census.  

BROOKS:  
Which census tract are you using here for the new market credit?      

HOLM:  
The last three digits, that’s 102 – let me look.  It is not the same as downtown because downtown statistics are significantly better than they are – right actually – the Pyramid is the census tract just north of where the downtown census tract is and I’ll tell you – census tract 47157002100.  

BROOKS:  
Would you happen to know which ZIP codes are included in that one?

HOLM:  
38105 is the ZIP code for Number One Auction Street. 

BROOKS:  
I guess, Madam Chair, what I’m – I’m a little confused here.  When we talk about qualifying these new market credits, are we talking about retroactively, using – retroactive criteria of blight and poverty because 38105 – well, I guess we haven’t redeveloped the entire census tract, so you can still qualify if you have partially developed a census tract, you can still qualify for new market credits under this slum and blight?  Is that correct? 

HOLM:  
Yes, and it is also based on a census that was done eight years ago. 

BROOKS:  
Right.  So you can qualify for – you’re using 38105 based on eight year old data? 

HOLM:  
Well, I am because the CDFI fund does, yes, ma’am.  

BROOKS:  
And we can – I guess I’m so astonished, I can’t get the question out.  That’s amazing.  

HOLM:  
Well, let me help you on one thing that is always interesting is where are you constituents and I honestly don’t know, I just moved back here from Washington.  I used to live here a long time ago, but if you, if any of your constituents live in a renewal community, in Memphis’ renewal community, then those census tracts, because it is also in the Delta Regional Authority area which is the entire Shelby County, those census tracts, if those are in the your district, those will qualify as additional distresses census tract and you could attract new markets, assuming you had an investment that made sense.  You could also attract new markets tax credits for those census tracts.  

BROOKS:  
So, Madam Chair – I’ll be done – you can continually attract new market tax credits and get financing based on criteria, and it doesn’t matter how old or – it doesn’t matter how old it is, over and over and over again, using the same data and census tract, even though it has been redeveloped; it’s been revitalized and new infrastructure and all of that?  

HOLM:  
Well, I don’t set the rules, but when – as long as the rules don’t change, the answer is yes. 

BROOKS:  
That’s all I need.  

HOLM:  
Now, of course, it will be conditioned upon finding a community development entity that had an allocation of tax credits that was willing to put money into your project.  

BROOKS:  
Thank you, Madam Chair.  

MALONE:  
Okay, Commissioner Ritz and then we will move on.  

RITZ:  
I just wanted to help the gentleman, until the 2010 census.  

HOLM:  
The rules change in 2010, yes.  

MALONE:  
Thank you.  

HOLM:  
Every ten years.  

MALONE:  
Thank you, so much. Mr. Carpenter.  

CHAS. CARPENTER:  I will attempt to be brief.  I know we are going a little long, but as Mr. Daniels indicated, there are a number of potential sources of funding that could help the city and the county to fund the commitment of the $30 million under the development agreement and one in particular deals with the tourist development zone dollars which, as has been pointed out by the Commissioners, we currently have a TDZ that is currently set up and based on that stream of revenue which comes from sales taxes, there are two outstanding bond issues that are pledged for repayment based on that current stream of revenue.  One is a Convention Center bonds and the second would be the FedEx Forum bonds.  What we are envisioning, preliminarily, with the TDZ funding for the Pyramid Bass Pro would be excess capacity over those two securities which would be senior to anything that comes after that and in order to determine what the excess capacity is, a feasibility study would have to be conducted.  One preliminary feasibility study has been done which indicates that there is excess capacity and they estimate the capacity of being able to fund a certain amount of bonds, the debt service on those bonds.  And then, it is also projected that once Bass Pro starts to operate with their estimated sales, then that would be a significant increment in the capacity to fund over and above what the commitment already is with the Convention Center and with the FedEx Forum.  Now, the way that we would have to approach that would be that number one, we would have to have an agreement with the County Commission and approved by City Council and once we have that, then we would discuss the matter with the Financing and Administration at the State of Tennessee.  Preliminarily, we’ve already had discussions with the city finance and with the county finance and with the state.  And no one has objected at this point because it is still preliminary, they understand how this mechanism would work and how it would be structured and so far, there has been no objections noted.  So, that would be the approach that we would take because the Pyramid does qualify as a qualified public facility under the statute.  The structure that is being proposed with the master lease agreement does qualify as a structured lease agreement under the statute and as we go forward within this one year period, we will have a more formal feasibility study done which would have various assumptions based on sales that Bass Pro has done in comparable areas.  We do have a track record of the revenues that have been rebated to the – from the state to the city and county with the current TDZ and based on this, we can structure this level of security for any bonds that would be issued to fund the $30 million commitment from the city and the county.  

MALONE:  Questions?  Commissioner Mulroy and then Commissioner Ritz.  

MULROY:  
Thank you, Madam Chair.  Good afternoon.  

CHAS. CARPENTER:  Good afternoon.  

MULROY:  
Good to see you again. 

CHAS. CARPENTER:  We’ve spent the day together.   

MULROY:  
Yes, exactly.  It has been charming.  You mentioned that there was a preliminary feasibility study from which you determined that there would be excess capacity for the TDZ and the TIF.  

CHAS. CARPENTER:  Yes.  

MULROY:  Is it possible to get a copy of that?  

CHAS. CARPENTER:  I believe it is – it may be included. 

MULROY:  
Is it in the packet?  

CARPENTER:  RKG is the entity and I believe it is in the information that you have.  

MULROY:  
I see, so the preliminary feasibility study that you referred to is offered by RKG and is somewhere in this packet.  

CHAS. CARPENTER:  Correct.  

MULROY:  
Just one other question – other than the $500,000 in liquidated damages, what material differences, if any, are there between the current proposed development agreement and the January 31, 2008 agreement.  

CHAS. CARPENTER:  Commissioner, I am not qualified to answer that question.  My firm has only been recently engaged and we’ve just looked at the financial piece of it.  

MULROY:  
Can we get Mr. Humphreys before we recess today to answer that question, please?  

MALONE:  
Yes, we can, if he has reviewed the first one.  Mr. Humphreys, will you stick around a little bit after we question Mr. Carpenter, we would like for you to answer that question for us. 

MULROY:  
That’s all I have.  Thank you, very much, Madam Chair. 

MALONE:  
Thank you, Commissioner Ritz.  

RITZ: 
I have two questions, Mr. Carpenter, sort of like the question I asked Mr. Humphreys about – please understand, I’m not trying to embarrass you with this question, but who is paying you to do what you’re doing right now?  

CHAS. CARPENTER:  The City of Memphis.  

RITZ:  
If there is a bond issue on this transaction of any kind, will you be getting additional consideration of any kind?  

CHAS. CARPENTER:  My firm has a contract with the City of Memphis on bond transactions and yes, that would be additional consideration.  

RITZ:  
I think the public ought to know those things, always. 

CHAS. CARPENTER:  Absolutely. 

RITZ:  
Now my question, in the old lending times, we used to call the ability of a piece of property to pay for its debt service, we used the number called debt service coverage a little more money coming from the property that might be for debt service.  Debt service coverage might be $1.2 or $1.7 if it was a high risk – whatever – as I recall the last report and we’re a year behind, and that’s our fault, and not yours, getting a report on the FedEx Forum, but if you would, a similar kind of situation there was hardly any protection.  We were making debt service coverage on the Hoops bonds, but we weren’t building up any money and any hiccup could cause a problem, car rental, you know the drill.  

CHAS. CARPENTER:  Yes, sir, we’ve participated on that.  

RITZ:  
That’s what I thought.  So, what happens if there is a hiccup on the Hoops bond payments and we’ve permitted somebody to sort of, in this case, the Pyramid to pile on and grab what could be extra chips coming of the sales tax.  It seems to me that we would be giving away a little protection that we’ve got.  Am I missing something? 

CHAS. CARPENTER:  Well, I think the point that we have to make clear is that with the FedEx Forum bonds, there is a specified payment that is required from the TDZ.  So, there are six streams of revenue with those bonds and with the TDZ, there’s those specified payments.  So, that caps the amount that would come from TDZ and that is required in order to determine what any excess capacity would be.  

RITZ:  
Is it a dollar per year or is it some different dollars per year?

CHAS. CARPENTER:  I would have to confirm it, but I think there is a specified amount, whether that fluctuates from year to year, I am not sure.  And the ultimate – and the other significant difference is that the ultimate guarantor, with – and the backstop for the FedEx Forum bonds would be the city and the county at 50 percent each.  So that under that transaction, if the debt service reserve fund is utilized because there is a deficiency in revenue, then the city and the county would have a twelve month period in which to replenish that draw from the debt service reserve fund. 

RITZ:  
That is one of the things that I learned when I got here, that we have that responsibility.  Thank you.  I am going to make a request of the County Attorney, before we adjourn, if that is okay. 

MALONE:  
Okay, that’s fine, Commissioner Ritz.  Commissioner Brooks. 

BROOKS:  
Just one question, Mr. Carpenter.  What processes or what mechanisms do we have in place to assure that – and let me just kind of give you a little backdrop on this.  I was in the legislature during the FedEx Forum.  So, what processes and what procedures or do we have in place to insure that there is transparency and there is adequate public disclosure throughout and all stakeholders are kept abreast of everything going on; well any major changes in the agreement, that kind of thing?  What do we have in place, in writing? 

CHAS. CARPENTER:  Commissioner, that is outside of the scope of the finance view that we’ve had, but just as general information, there is a public building authority for the Pyramid.  Now, how this will be handled going forward and what oversight and reporting, I believe that all of that is to be determined, with input from the County Commission and from the City Council.  I am not exactly sure how that is going to be structured; but what my firm has been involved with is, at this point, is purely the financial structure of this and to determine security and streams of revenue that could satisfy the debt service on any bonds that may be issued in this regard. 

BROOKS:  
Just one follow up – and Mr. Carpenter, and I’ve known you for a long time and I just have great admiration for you and your expertise in all that you do, but quite frankly, I don’t really think that transparency and adequate public disclosure would be outside of finance.  If we are talking public financing, I certainly want to bring those into play.  

CHAS. CARPENTER:  Oh, and I agree with you and I’m sure that they will be, but you know, we’ve made certain comparisons with the FedEx Forum and this is a completely separate model from that.  

BROOKS:  
Well, I didn’t make the comparison, I just sort of gave you a backdrop of my history.  

CHAS. CARPENTER:  Sure. 

BROOKS:  
Okay.  

CARPENTER:  There was one other comment, if I might, Madam Chairman, we were talking about the TIF, potential TIF funding earlier and one clarification that I wanted to make, Commissioner Ritz, there is an Uptown TIF and I have had some preliminary discussions with Mr. Turley, who represents the Turley Belz who own that and they are aware of it and they are going to be cooperative in that regard and the further clarification is that under Tennessee law, the TIF will deal with property taxes only and not sales taxes.  So, that is something that we are still in the preliminary stage looking at.  We’ve talked to everyone because we did not want to make any public statements without having talked to the various stakeholders involved and preliminarily, everyone wants to see this project take place and they are being very cooperative.  

MALONE:  
Okay, Commissioner Brooks, last question? 

BROOKS:  
Last question, and very quickly, I just happen to notice that we have here as part of the project financing a tourism development zone.  Are we talking about something in addition to the one that we already have at Liberty Land?  And if so – 

CHAS. CARPENTER:  Just to clarify that point, the TDZ that we’re talking about with the Pyramid is already in existence and we would be talking about amending that existing TDZ.  Before there was a sunset in the state legislature with awarding TDZs, there was a TDZ approved for the Fairgrounds and for Graceland.  But they have not come on line yet, but the legislation has been put in place for that to be enacted.  

BROOKS:  
Thank you, Madam Chair. 

MALONE:  
Thank you, Commissioner Brooks.  Thank you, Mr. Carpenter.  At this time, Mr. Humphreys, would you come forward so Commissioner Mulroy can get an answer to his question and if there are any civic leaders who would like to comment, please come forward at this time, come closer down. 

HUMPHREYS:  Commissioner, I think I can answer this as best I can quickly.  We did not become involved in this project until June.  I have some general understandings of what the original draft of the agreement said back in January.  I understand that they did not contain a number of the milestones in this agreement, the termination fee – it was more in terms of non-binding commitments by the parties, but I think it would be easy to get you, if you haven’t seen than original agreement, or to get you a comparison of the original agreement and the current agreement, but I was not involved in the that part of the transaction, so, I couldn’t comment more than just generalities about the funding. 

MALONE:  MULROY: 
Madam Chair, I appreciate that, Mr. Humphreys.  I actually have a copy of the January 31 development agreement and I reviewed it.  I don’t see that many material differences except for the one significant one which is the liquidated damages provision.  But I thought I might have been overlooking something which is why I asked the question.  

HUMPHREYS: I would be happy to get you a comparison. 

MULROY:  
Thank you, very much. 

MALONE:  
Thank you, Mr. Humphreys.  Any civic leaders who would like to comment before we close out?  Mr. John Moore.  

JOHN MOORE:  My comments will be brief.  I just wanted to point out, having be been an observer and looking – the Chamber looking at the details of this and the facts related to this project, it is a very compelling argument to go after Bass Pro.  A couple of reasons, from a broad sense, you know that we’re involved in the Memphis Fast Forward Economic Development Plan which includes one of our key industries which is tourism and this destination, life style retail concept is one of the key type of generators in the communities that we find them in generating tourism and tourism dollars.  Secondly, as you know, we have been meeting and you will soon see the executive summary from their Aerotropolis Master Planner process and project that we’ve been working on for almost two years now.  And the guiding principles, if you will, of the master planning process includes three really main themes and those themes are making wise economic development decisions that maximize economic benefit to the community that are esthetically beautiful and that are socially and environmentally responsible and all of those features are built into this project.  Lastly, it is very difficult to find, and I think this is really important to remember, the marching orders that this team received was to find a project that would sustain itself and help us pay off the debt on this Pyramid.  And there are very few uses that produce the types of tax revenues, sales tax revenues in order to fund a TDZ project of this size and magnitude.  So you are very limited.  Being limited to the very – various type of use is really remarkable that we’re even at this point today.  Everything that has been done up to – I know there has been some skepticism, but I can assure you that where skepticism is mitigated is at the point where these types of conversations and these types of partnerships are developed.  So, from an economic development perspective for our community on behalf of our citizens, we believe at the Chamber of Commerce, that this is absolutely vital to move forward with and that we support it 100 percent.   Thank you.

MALONE:  
Thank you, Mr. Moore.  Mr. Jeff Sanford. 

JEFF SANFORD:  Thank you, Madam Chairman and Commissioners.  My name is Jeff Sanford and President of the Center City Commission.  But I’m here this afternoon to speak to you about my person opinion about this project.  Subject to your review and that of the City Council, I believe as a member of the original Pyramid Reuse Committee, and I believe now that this project represents an unusual opportunity to not only impact the economy of downtown, but of the entire region in a very, very positive way.  Thank you for giving its just consideration.  Thank you.  

MALONE:  
Thank you, Mr. Sanford.  I see my good friend Mark Hendricks.  Moving forward, ALSACS/St. Jude. 

MARK HENDRICKS:  Thank you, Madam Chair.  Just to speak on behalf of St. Jude Children’s Research Hospital and ALSAC, who is the main property owner in that area, we have – Commissioner Ritz is chuckling – we have had the opportunity to meet with Mr. Hagale on numerous occasions.  He has visited the hospital.  He brought his family and his wife and what has impressed us most about this new neighbor or potential new neighbor is that we felt immediately that we were not faced with a reaction that we had when we picked up the paper on numerous times and thought, there goes the neighborhood.  Mr. Hagale has conveyed to us in language that we understand that while we are all about the science of medicine of saving lives and saving children, he is about the science of retail and we have been very impressed by his knowledge of the type of person that visits and the details of their time spent there and what he shared with us and the main comment I have to say, is while we represent middle America’s charity with over 6,000 active donors at any given time, 6 million, excuse me, he represents middle America in his space as well.  And we see a great deal of cross over there and we’re excited that these people would be visiting in our neighborhood and see us as they came to see him.  And we feel there is a great deal of opportunity.  They have been generous with us in the past and we see even greater opportunity to partner with them, particularly in Nascar and other outlets to raise funds to help the children of St. Jude.  So, we totally support this effort and we will appreciate your consideration as well.  Thank you, Madam Chair. 

MALONE:  
Thank you, Mr. Hendricks.  Anyone else?  Commissioners?  Okay, Commissioner Ritz. 

RITZ:  
I would like to respond to what Mr. Moore said and then ask the County Attorney to prepare some materials for us.  With respect to the property taxes – pardon me – debt service of Shelby County on the Pyramid, we owe right at $5 million right now.  By the time these people get open, it will be less than $1 million.  So, as you talk about this project, this benefit for the county taxpayers and paying a debt off, it is not like that.  It is less than a million dollars that will be outstanding by the time this project opens.  Mr. Kuhn, I would like to ask you to do three things for us.  I would like for you to share with the Commission, in the form of an opinion to be written whether or not we could sell or assign our interest in the Pyramid to the City, provided, however, that the county raises no funds in relation to Hoops and the PILOT extension fund, ***…*** next stop.  And if we issue no bonds, or be involved in no TIF approvals for this project.  If we can do that ***…*** I would also like your opinion as to whether or not this agreement, as it has been proposed, has any conflicts with our agreement with Hoops, and now there is concern that the FedEx Forum and the backup site for the basketball team.  And thirdly, with Jim Huntzicker, I would like you to share with us your opinion with respect to the impact of this agreement on any bonds that we have now outstanding, including the FedEx bonds, ***…*** that Mr. Carpenter made a few seconds ago and any other obligations that we might have.  That’s it.  Thank you, Madam Chairman.

MALONE:  
Thank you.  Any other discussion before we end our meeting?  All right, thank you so much for your time. 



