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H B MEMPHIS
COMMISSION

Center Revenue Finance Corporation
Board Meeting

To:  Center City Revenue Finance Corporation (CCRFC)

From: Downtown Memphis Commission (DMC) Staff

Date: June 10, 2016

RE: Peabody Place Centre, GP- Request to Amend Existing PILOT Lease for
ServiceMaster’s Relocation to Downtown Memphis and Occupancy of former
Peabody Place Retail & Entertainment Center

ServiceMaster has decided to consolidate and move its corporate headquarters to 150
Peabody Place, formerly the Peabody Place Retail & Entertainment Center. This decision
is not only great for Downtown Memphis in that it brings approximately 1000 employees
and contractors to, and reactivates a large and vacant building, it also benefits the city,
county, and state, in that a major company is retained. As part of a comprehensive effort
to not only retain ServiceMaster in the city, county, and state, but also to make it attractive
and financially feasible for them to move their headquarters to Downtown Mempbhis,
Peabody Place Centre, GP (PPC) is requesting that the CCRFC amend PPC’s existing
PILOT lease, of which includes the demised premises (Retail Center Unit 3). Amending
the existing lease could potentially mitigate operating expenses, which is essential to
ServiceMaster’s decision that its move to Downtown Memphis would be feasible.

In 1997 CCRFC entered into a PILOT lease with Hotel Peabody, LLC (now known as
Hotel Peabody GP, “Hotel Peabody”). The PPC PILOT lease is a sublease from Hotel
Peabody which commenced in 1999 and will expire on December 31, 2037. The
proposed amendments will amend the sublease and will include the demised premises
leased to ServiceMaster. The amended sublease will provide a 20 year PILOT for the
space leased to ServiceMaster, commencing January 1, 2018 and expiring December 31,
2037. Both the PILOT lease with Hotel Peabody and the sublease to PPC will still expire

on December 31, 2037.

Financial Analysis:

The renovation of the former retail center for ServiceMaster’s corporate headquarters will
result in approximately 340,000 square feet of Class A office space. PPC’s building shell
improvements are estimated to cost approximately $12,000,000. ServiceMaster’s portion
of the design and renovation/construction budget is estimated at approximately
$14,795,000. PPC will perform its work separately (contracts etc.) from ServiceMaster’s
work. Total design and renovation costs (excluding other Soft Costs) will be
approximately $27,795,000. Construction is anticipated to begin in October 2016 and be
completed by December 2017.



The annual city and county taxes on the property using the base assessment in the current
PILOT lease would be $86,779. The amendment allowing for the building to be
renovated and brought back into productive use would result in an estimated annual
payment in lieu of taxes of $203,005 for the term of the PILOT Lease. The amendment
allowing for the building to be renovated and brought back into productive use would
result in a cumulative increase in taxes of approximately $2,324,507 to the city and
county, not including expected increases in sales tax revenue.

The DMC’s Strategic Plan encourages facilitating and accelerating real estate
development and incentivizing Downtown development when necessary to increase
investment and economic development. A key objective in the plan, and a key initiative
of the DMC is to increase and retain office tenants. Supporting ServiceMaster’s
relocation to Downtown Memphis is consistent with DMC’s Strategic Plan and its

initiatives.

The DMC staff recommends approval of the PILOT amendment request, subject to the
following conditions:
e Design plans for the project, in its entirety, must be submitted to and approved by

the DMC Design Review Board.
¢ The project must be compliant with all applicable woman and minority-owned
business and disadvantaged business mandates, to include the DMC Equal

Business Opportunity (EBO) Program.
e The amended PILOT lease shall be subject to all current standard requirements

and conditions.



PILOTBasisSheetSM

PILOT Request
Requested PILOT Term (years)

Project Type

Current Amounts

Base Appraisal

Base Assessment 61,116,853

Annual City Tax on Base Assessment $37,973

Annual County Tax on Base Assessment $48,806
$86,779

Annual RE Taxes on Base Assessment

Project Costs

Acquisition Cost

Building Shell Improvements

Tenant Improvements

Total Project Costs w/o PILOT fee

Public grants eligibie for PILOT fee basis reduction
PILOT fee basis

$14,795,000

PILOT fee $221,925
Total Project Costs w/ PILOT fee $28,689,445
Hard Costs Investment Check - 93.4% YES
Valuation & CBID Assessment
Current Value $1,674,600
Percentage of Hard Costs $16,075,752
Estimated Appraisal after Improvements $17,750,352
$7,100,141

Estimated Assessment after Improvements

Located in the CBID? E . ORI

Estimated Annual CBID Assessment after Improvements $46,086

Annual RE Taxes

Hypothetical taxes without PILOT*

Estimated Hypothetical Annual City Tax without PILOT* $241,405
$310,276

Estimated Hypothetical Annual County Tax without PILOT*
Estimated Hypothetical Total Annual Taxes without PILOT* $551,681
Estimated taxes with PILOT

Estimated Annual City Tax with PILOT 588,831

Estimated Annual County Tax with PILOT $114,174

Estimated Total Annual Taxes with PILOT $203,005

Estimated Annual Benefit $348,676

Cumlative RE Taxes

Hypothetical taxes without PILOT*

Estimated Hypothetical Cumulative City Tax without PILOT* $4,828,096
$6,205,523

Estimated Hypothetical Cumulative County Tax without PILOT*
Estimated Total Hypothetical Cumulative Taxes without PILOT* $11,033,619

Estimated taxes with PILOT

Estimated Cumulative City Taxes with PILOT 41,776,619
Estimated Cumulative County Tax with PILOT $2,283,478
Estimated Total Cumulative Taxes with PILOT $4,060,097
Estimated Cumulative Benefit over 20-year PILOT $6,973,522
Estimated Cumulative Increase in Taxes due to PILOT* $2,324,507

*Staff has concluded that this project would not go forward without @ PILOT. Hence, the "Estimated Hypothetical"
amounts are fictional/moot numbers used to calculate the benefit of the PILOT to the project. The benefit figure does not
represent lost tax revenue to the City or County. Without the PILOT, the property would remain unimproved and the tax
assessment would continue to be based upon the unimproved value. With the PILOT, the amount listed above as
"Estimated Cumulative increase in Taxes due to PILOT" would be the approximate benefit over the PILOT term to the City
and County from newly generated property tox revenue. That amount does not include any new sales taxes that will be
generated by the construction and operation of the project. Furthermore, after the PILOT term has finished, it is expected
that the annual taxes will be approximate to the amount listed as "Estimated Hypothetical Total Annual Taxes without

PILOT".



APPLICATION TO AMEND CURRENT
P.L.L.O.T. LEASE

Submitted to:

MEMPHIS CENTER CITY
REVENUE FINANCE CORPORATION
TO PROVIDE FINANCIAL INCENTIVES TO:

SERVICEMASTER GLOBAL HOLDINGS, INC.
CORPORATE HEADQUARTERS
150 PEABODY PLACE
MEMPHIS, TN 38103

Submitted by:
Peabody Place Centre GP

June 9, 2016



1. Provide the following:
a. State the name, address and telephone number of the applying entity.

Peabody Place Centre, GP

100 Peabody Place Avenue, Suite 1400
Memphis, TN 38103

901-260-7400

State the name(s) of the applying entity’s representatives and any other
financlal guarantors of the Project and their addresses and telephone
numbers if different from above. Entity.

Ron Belz
President, Peabody Place, Inc.
General Partner of Peabody Place Centre, GP

2, Provide background information about the applicant and guarantors, Including
development experience, If any, and all other relevant Information this
organization may need to conslder while reviewing the application. Describe the
corporate or partnership structure as applicable.

Belz has been In the real estate development business for over 70 years. Belz has
developed industrial, retall, office, residential, apartments and mixed use projects in
eight states. Belz has been a leader in the revitalization of Downtown Memphis.

3. Briefly describe the proposed Project. Include in this sectlon:

Intended usage:

ServiceMaster Global Holdings, Inc. 2 public company traded on the New York
Stock Exchange, Is seeking to consolidate and move Its corporate headquarters
to the heart of downtown Memphis.

ServiceMaster has determined that the site In downtown Memphis would be
desirable in recruiting, hiring and retaining its present workforce — a city rich in

history, music, food and culture. The new headquarters will serve as the hub for

the ServiceMaster Innovation Center and state-of-art, collaborative work
spaces.

While the proposed location in downtown Memphis is attractive for

ServiceMaster’s corporate headquarters, the building itseif presents significant
challenges to convert it from its former use as an enclosed urban retail mall and
entertainment venue to office use. Because of the high cost of retrofitting the
space for its proposed use, ServiceMaster needs the requested public assistance
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in order to make this project economically competitive with alternative
locations.

ServiceMaster’s decision to move its headquarters te the former Peabody Place
wlll play a key role In the continued revitalization of downtown Memphis by
investing in and bringing new life to an existing structure that has been dosed to
the public since 2009. The plan to have more than 950 employees, plus a
slgnificant number of additional independent contractors work [n the
downtown offices also will be a boost te the downtown economy.

ServiceMaster’s global headquarters in downtown Memphis will support local
economic development plans and expanded community partnerships. The
Memphls downtown community is going to get a great neighbor.

Economic and environmental impact:

This currently vacant building will be occupied by the ServiceMaster Corporate
offices, which will bring more than 950 employees plus a significant number of
additlonal independent contractors to Downtown Memphis. These workers as
well as the visitors to the ServiceMaster Headquarters will increase the business
to downtown restaurants, shops, hotels and other establishments.

The square footage of the bullding / land area to be renovated:

Total Building Area: Approximately 360,000 SF
ServiceMaster Leased Area: Approximately 340,000 SF
Potential Retail Area: Approximately 20,000 SF

All other information needed to fully explain the project:

The building consists of 4 levels with ground floor access on 2 levels — 2" Street and
3" Street. A 12,000 SF loading dock provides off-street service and loading for the
building. A half-acre atrium covered with a dramatic skylight forms the central foca)
point of the preject providing an attractive naturally lit space. ServiceMaster will
occupy all of the office space surrcunding the atrium, This new office space was
previously utilized as a retail entertalnment center. Significant renovation will be
requlred to transform this space Inte corporate offices.

Attach architectural plans and renderings and any avaitable history on the

subject:
{See Attached)



f. Aletter from a certifled engineer, licensed (n the State of Tennessee, as to
the structural Integrity of the bullding for its Intended usage:

N/A

4. State the marketing plans for the Project identlfying the Intended market, What
types of lessees are anticipated? If the project is speculative how long is full
occupancy expected to take and who will manage the project?

Project’s office component Is to be fully occupied by ServiceMaster through a long-term
lease.

5. Provide the following:
a. State the location of the proposed project by street address and legal

description:
a) 150 Peabody Place Avenue, Memphis, TN 38103
Unit 3 of Peabody Place Centre Condominium as described in Master
Deed, Declaration of Covenants, Conditions and Restrictions of Peabody
Place Centre Condominiums as recorded as Instrument No. JM 5808,
Register's Office, Shelby County, Tennessee.

b. Name the property owner at the time of application submittal:

CCRFC {Subject to a lease to Hotel Peahody, GP and a sub-lease to Peabody Place
Centre, GP)

¢. If the Applicant does not presently own the property, does the Applicant
have a valid optlon to purchase the property?

(See 5-b)
d. Describe any and all existing financing, options and liens on the property.
Lincoln Life & Annuity Company of New York $ 7,325,000
Section 108 Loan $ 6,540,000
Section 108 Accrued Interest £ 3,654,000
CDBG $ 2,750,000
Total $20,269,000



6. State the estimated Project costs broken down by component (i.e., land, buildings,
equipment, soft costs, etc.) Attach bid estimates and show amounts to be pald
from loans and equity amounts.

iTenant Improvement Allowance {TIA) $ 14,795,000
iPILOT Fee {1.5% of TIA) - $ 221,925
‘Total $ 15016925

See Footnote # 1 below. *

7. Are changes needed to the public space around the Project {For example,
sldewalks, lighting, and planting)?

Minor improvements needed to sidewalks and some trees need replacing

8. State the proposed time schedule for the Project including the dates anticipated
for the following:
a. Closing of the loan or contributing financing availabllity:

8/1/16

b. First expenditure of funds with regard to the project
6/1/16

¢. Anticipated date construction will begin
10/1/16

d. Anticipated completion date

12/1/17 for Landlord’s Work

3 Other Costs include [a) Land cost from Assessor’s records $1,674,000; (b) Soft costs of $750,000, include items
such as loan origination fees, third party reports, lenders, etc.; (¢} design, demolition & replacement of existing
core and shell improvements of $12,000,000 ~ Landlord previously paid PILOT Fee on these improvements as part
of its current PILOT.



9. Financlal Background:

a. Attach current audited financlal statements of the applicant and
guarantors, If audited financlal statements are unavailable, please submit
non-audited statements.

b. State the relationship any applicant or guarantor has had with any
accounting firm over the last five years and reason for change, If any.

N/A
c. Attach three years tax returns If Applicant is an individual

N/A

10. Name any of the following that wlll be Involved with the Project (with address and

phone numbers):
a. Andrea Bienstock, Belz Corporate Counsel
Belz Enterprises
100 Peabody Place, Suite 1400
Memphis, TN 38103
501-260-7246

b. LRK, Architects
175 Toyota Plaza, Suite 600
Memphis, TN 38103
901-521-1440

CSA, Structural Engineers
9700 Village Circle, Suite 300
Lakeland, TN 38002
901-260-7850

Barham Cain Mynatt, Mechanical Engineers
1015 Cordova Station Avenue

Cordova, TN 38018

901-685-2371

Depouw Engineers, Electrical Engineers
9056 S. Corporate Edge Drive
Germantown, TN 38138
901-754-2535



IA, Interior Design

3455 Peachtree Road, N.E., Suite 325
Atlanta, GA 30326

404-455-0919

c. Belz Constructlion Services, LLC, General Contractor (For Landlord’s work)
100 Peabody Place, Suite 1400
Memphis, TN 38103
901-260-7207

d. N/A
e. N/A

11. Give three credit references for you personally, and three for your business:

Carl E. Peoples
Goldman Sachs

Carl.peoples@gs.com
404.846.7211

Kevin Briske

First Tennessee Bank

kmbriske ttennessee.com |
901.523.4105

John Pettey

Raymond James-Morgan Keegan
Jobn.pett raymondiames.com
901.818.7623

12, Please disclose whether any applicant, guarantor, or any other person Involved
with the project is currently engaged in any civil or criminal proceeding. Also
disclose whether any Individual involved with the project has ever been charged or
convicted of any felony or currently Is under indictment. Please supply detziled
information.

Except normal litigation occurring in the ordinary course of business.



13. State law requires that title to the projects be conveyed to CCRFC in order for it to
grand payments in lieu of taxes; CCRFC then leases the property to the applicant or
entity designated by the applicant. Indicate who the lessee will be for the Project.

Lessee: Hotel Peabody, G.P. with a sublease to Peabody Place Centre, G.P.

a. State the tax parcel number for all property involved with the Project and
the current assessed value of the Property

002051 A00003

b. Are any assessments presently under appeal? If so, describe the status of
the appeal.

No

¢. Will the Project result in the subdivision of any present tax parcel?
No

14. Provide the following information about the loan or proposed loan for the Project.
a. Name, address, and phone number of lender and contact person with

lender:
N/A
b. Amount of loan:
N/A
c. Attach lender's commitment letter:

N/A

15. Attach cash flow pro-forma at least five (5) years along with a statement of
Sources and Uses of Funds for the project (this may be prepared by applicant).
Sample formats are attached.

(See Attached)



16. Attach Informatlon about the financial history of the Project and previous
attempts to develop, If possible.

The Project was opened In 2001 as a Retail-Entertainment Center, anchored by a multi-
screen cinema. After several years of operation, the cinema owner reduced the number
of screens in operation and then following financial difficultles, the owner ceased
operations in 2008, This had a serlous negative impact on the entire center. The Center
closed In 2009 and has remained vacant until now.

17. EBO.

The project will be compliant with the DMC EBO program. Landlord will work with the
DMC staff along with the Mid South Minority Business Councll and other organizations
to maximize minority and women owned business participation In the project’s
development. The EBO plan will include the establishment of a digital plan room
providing information about the Landlord’s portion of the construction activities in the
project, meetings with organizations assisting minority and wemen owned businesses to
brief them on the project and opportunities to bid on the Landlord’s components of the
project and other appropriate activities to Inform minority and women owned
businesses about the project.

18. The following statement on the followlng page must be included along with a
dated signature of the applicant or applicant’s representatives.

This application is made in order to induce the Memphis Center City Revenue
Finance Corporation {CCRFC) to grant financial incentives to the applicant. The
applicant hereby represents that all statements contained herein are true and
correct. All Information materially significant to the CCRFC in its consideration of the
application Is Included. The applicant expressly consents to the CCRFC's investigation
of its credit in connection with this application. The applicant acknowledges that it
has reviewed the descriptions of the CCRFC financial program for which it is applying
and agrees to comply with those policies. The applicant shall also be required to
show a good faith effort with regard to the employment of minority contractors. The
applicant specifically aggress to pay all reasonable costs, fees and expenses Incurred
by the CCRFC whether or not he incentive is granted or project completed.

APPLICANT SIGNATURE DATEL/F/22/



Attachment for Item 3.e

Architectural Plans and Renderings



e

Sylluojd ool F o EEE

% ES ¥
I 0 W

1yBiAnQ puo smaip Joj
Bujusd(y mopuip [pyuziog

T SMB)
F e WL

Q_____:_...' ssedy 1o Ayugy Joleiy

m— 3UI] jUOYaI0Ig pasodoiy

sayialoy poddng

@20dg adi0y

Aqqo1 whwy
mEE:EmmM/E&EEctﬂcmcmﬁux

SJUBWIa|] UoYD|NAUD) paxy

1% 509'9F

$649°L saa0 Bujispa
S0e9'LL }rog Bujpnoey
5 00F'EL sepRY Hoddng
$5006°61 eyo
STVLOL SbZ1

PLOZLT PO QI 0O'SZOPL' L0 "ON Poloiy 3] “Pavessy 14 iy 4 %1 9107 B 00 Apompey 758

:

|oAST] JaMOT

eR|d Apogped
2 00F'EL
0 souinizy 1soddng
v [VIvTmm
(NVRLNYNRNL ULy
LVRVINENNN) uay
LA TARE NS
L
BOgYLL
wag Bupooy :
FrSie'L
wﬂwn...aﬁoué._ﬁ

(s

iS9u5 puz



PLOZL SO 00 Z071"10 O Pood 0 “Powsssy b Iy D1 9102 8 oo Aoy g

[oAST] JeauS pug,

@op|d Apogqoay

-

09Z1UPlJio0y + = =+ ¢

lllllll

1yBijAng puo smeip 10§
Buiuady mopuip, |eyusiog

Q__________@ §5820Y 10 Ajyug soloy
— 3U[] JUOHBIOIS PasOAOLY
seyiapy poddng

! 220dg s 1" 009°C|

FRHO
Aqgon winyy

@ans puz

SjUDINDIsEY\juBILIDHSIUT\ |IDjaYy

‘BUCZ UBKiIEPRg AjpuUBLY

. ${UBWII|Z UoYL|NDIIT) paxiy
sl

920dg uoisundxg {40Y) [osnyey iy jo yBry

wowo’'2ee T

#08L'TL @2ndg uojsundxy ¥yio0Y I

#0082 Aqqo wnpyy eapo w e oﬁf ]
# 005°eS — [ —— d .

~ ) Al W
b o
#5000'8 neiey [

STVLOL 09Z1 g

g



e ———— e — |

LLET] VO|do0l] = ™

>

\"-—-\
&

=k

A Tk
Q_:_._._:e

yBidog puB smaip 1o}
Buuad) mopuips |pyualoy

SMBIA

55920y Jo Ajug Jolopy

2U7 yuoyaiolg pesodoly
ssliiayoy poddng

200dg soy0

Aqqo wniyy
SluDINDISeY\JusLLILID BT\ |Iojay

sjusiisig uoyDINATy paxly

Eal\

(seamds goo’L)
aboing

o4 uopseuucy ¢

P10Z.LT 7O (EATY 00'SZ071' 10 ON PR Y] "pansssy ifing v U N1 PI0E & 0y Aposoag 7

|ona] abpug Bunying

230} Apogneyg

5 005'¥LL

bt 0]

FIVLOL L2421

#o0sS piLt
L2 Te]

josus puz

eBning




— ]

V6Z1UDgIo0[] = 7 =

1BiAng pup smaip Joy
Bujuad mopuip, [plusjoy

st Z
QEE_:_.V 5900y Jo Ayug Jolopy
— 5ur] juoijI0lg pRsodoly
seliaYoY poddng
I exndgeoyo
qqo7 wniyy
. uEEaEmuz/EmEc_utm_cmx__Emm_
B swewspg uoyojnouy pexy

Auoojog Jouapg

sool’s Aucsjpg Jopepg

BosL'vLL

1B 05L'9 sajijalsy Meoddng
§5 000'80L 2O
SIVAOL ¥621

PLOTLZ PO (HIAR 0O'EZ00L 10 O Paloy 3y Powsasey w1y = 3] 9102 & oy poped g

[oAs] Jeddn

eamjd Apoqoeg

“n

008'L

i 000’801 i,

S0

#0051y
4y paisAljag
sejMpYy peddng

e3ng = \J ‘ == k= mﬂ \l oajbg
, L% i , -

@24 puz

5 00E'E



QLO0T/Z'S0 CRIATY 00'6Z0P1' LY O Pola R Povasay s iy > 1 910C & 0K 4popsd 3o

Buuspusy uoyos|g pasodoyy

e ar s

iy il DDNINENIENE BN DR R

DVId AQOEVId

TA10H ATO8Y3d 3HL



13341S Q¥E

PLOZLTR0 QIR 00'4Z091°10 ON PRI ] Panmcay S48 iy U 3l §LOZ & R0k Apocpey eg

Buuspusy uolpas|g pasodoyy

o e

d

B

NIRRT

I I
e

L133ULS ANZ



T31OH AQO8Yad IHL

PLOTLZS0 (HINR 006209110 ON PR SR Pavasy 5450 B 0] 910 @ oy Apodosy g

Buuspusy uoyoAs|] pesodoy

DVId AGOEVId



133418 aNT

.

PUOTLTC0 AT 00'SZ091" |G ONPIRUN] Powesing 5B v ™ X PLOT & oK Apogosy g

Buuspusy uoyoas)g pesodol

I b

13341s QUE



Attachment for Item 15

Pro Forma
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sSources

New Loan $ 39,542,920
Uses

Bullding Shell improvements 11,987,920
Payment to Tenant 14,795,000
Soft Costs 750,000
Interest Carry 1,200,000
Commissions 3,300,000
Current Debt Pay Down 7,500,000
Total Uses $ 39,542,920

b r o]

Section 108 Loan 6,540,000
Saction 108 Accrued Interest 3,654,000
CDBG 2,750,000

Total 12,944,000



