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MAYOR BILL HASLAM

INTRODUCTION

To the Citizens of Knoxville:

| am pleased to announce the completion and release of the Knoxville South
Waterfront Vision Plan. In the last two years, my administration has worked
very hard to set the stage for revitalization of the South Waterfront. The Vi-
sion Plan provides an outstanding foundation for long-term improvements to
a key area of our city.

First and foremost, to those of you who attended public workshops and
provided comments during the planning process, please accept my sincere
thanks. Meetings held for public review of the Vision Plan were incredibly
well attended, and your input was invaluable. Also, | very much appreciate
the dedication of the South Waterfront Oversight Committee, whose guidance
and review of the plan was critical. Finally, | think we should all thank the City
Council members who took the time to attend the public meetings and voice
their support for this very important project. The result has been very encour-
aging. We now have a plan that is well supported due to a process that has
been transparent and open.

Now comes the next step: Implementation. We need to remember that the
Vision Plan describes a 20-year strategy for revitalization, and we have to be
both aggressive and patient. Not everything will be built exactly as shown in
the plan, so we have to be flexible, but the basic framework is very important.
| have said all along that the South Waterfront Plan must be realistic and
affordable. To that end, we will follow right behind the Vision Plan with an
Action Plan. The Action Plan will tell us what we need to do next and how to
pay for it.

| believe we now have a realistic plan that marries high quality development
expectations with public improvements such as open spaces, a riverwalk, and
upgraded streets. Imagine what we can do — by implementing the plan, we
will be able to stroll along the river, go kayaking, take the family out for dinner
and entertainment, or live and work right across from the downtown! Over
time, the South Waterfront will be a regional asset for all to enjoy. The next
five years will set the tone — please join me and stay involved to make sure the
Vision Plan becomes a reality.
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0.0 ACTION PLAN

INTRODUCTION

The Knoxville City Council adopted the Knoxville South Waterfront Vision Plan
in April 2006, after seven months of intensive technical research, extensive
publicinput, and review of several design options. A companion to the Vision
Plan is this Action Plan, a series of strategies recommended to implement the
Vision Plan over the next 20 years.

The Knoxville South Waterfront Action Plan contains five major elements:

1. The continuation of Vision Plan refinements and adaptations as a
response to evolving market demands,

2. The framework and principles for a new development code, based
on the concept of “Form-Based Zoning”, that will require a separate
public review and MPC / City Council adoption process,

3. A financial strategy that will be used to guide the construction of
public improvements needed to spur private development and pro
vide public amenities,

4. Priority Public Projects to be addressed in the next five years as a
catalysts to highest and best use growth,

5. A recommended organizational structure needed to direct decision-
making and maintain progress on South Waterfront revitalization
for the next 20 years.



1.0 VISION PLAN ADVOCACY ACTIONS

JOINT PRIVATE/PUBLIC RIVERFRONT CORP & TVA PERMITTING

Need

As part of the City’s priority public improvement projects, Corp/ TVA per-
mits for works within the flood plain will need to be applied for. There is
however, an opportunity to apply for more than this if private property own-
ers are willing to cooperate. For example if an existing landowner foresees
redevelopment of the properties riverbank or the addition of a marina this
could be grouped with the City permit applications on behalf of the property
owner. Such a permit would need to be renewed every 5 years or if significant
changes are made. The holding of a permit does not obligate any party to
do anything if there is no need but it does significantly reduce the longest
approval time for a new development and hence is a great incentive for fol-
lowing the Vision Plan.

The permit application would need to be reasonably specific as to the river-

dependant uses and as such a concept design would have to be agreed upon
as part of the Property Owner / Developer Liaison tasks.

Recommended Actions, Priorities & Role

actions by who
- Establish a working regulatory group City, Consultant Team, Agencies
- Test landowners on interest City, Consultant Team

- Develop concept designs on riverfront ~ Consultant Team

- Determine need for environmental study Consultant Team

- Determine scope of archeological study Consultant Team

- Seek owner’s consent City

- Combine with Priority Public Projects City, Consultant Team

Permit application

by when
July 06
July 06
Oct 06
Oct 06
Oct 06
Nov 06
Dec 06
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1.0 VISION PLAN ADVOCACY ACTIONS

LOCAL TRAFFIC IMPACT STUDY

Need

The Vision Plan was developed with a traffic strategy that distributed the in-
creased traffic over the system as development progressed in phases. The de-
velopment growth and its impact on traffic could be modeled in a study to
quantify the capacity and the impacts over time. This district wide study could
be another great incentive to development because if a development is planned
in accordance with the Vision Plan then it would not require its own traffic im-

pact analysis hence a reduced development approval time.

Recommended Actions, Priorities & Roles

actions

- Test City on interest

- Confirm scope of modeling & input data
- Draft impact analysis

- City review

- Document model results in public format

by who

Consultant Team

City, Consultant Team
Consultant Team

City

Consultant Team

by when
June 06
July 06
July 06
Aug o6
Aug o6



1.0 VISION PLAN ADVOCACY ACTIONS

PROPERTY OWNER / DEVELOPER LIAISON

Need

The Vision Plan has challenged current owners to re-look and re-value their property.
To date seven property owners have started to rethink the potential of their land and
its relationship to the Vision Plan. Some have been approached by potential develop-
ers and others are seeking developers. The first step in determining the highest and
best use of a property is by quick site studies that determine the building envelopes,
development yield and parking requirements. Also if there is some private and public
benefit in modifying adjacent streets or utilities, the Vision Plan could be made more
flexible in response.

The City could also investigate a role for the UTC School of Architecture’s Design
Center in assisting in this task.

This task would also be of help for those property owners who have agreed to include
their property in a joint Corp / TVA permit application. Additionally there is the 3D
animation model which could be updated to show how development proposals would
look in the context of the neighborhoods.

Recommended Actions, Priorities ¢ Role

actions by who

- Test landowners on interest City

- Create development vignettes as needed Consultant Team until

- Review and comment on developer Consultant Team until
Schemes as needed

- Determine fee pricing of 3D model South Waterfront Foundation

by when
July 06
Oct 06
Oct 06

July 06
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1.0 VISION PLAN ADVOCACY ACTIONS BUSINESS RELOCATION LIAISON

Need
The Vision Plan is mostly predicated on the market force of non-river depen-

dant industrial land being revalued for higher and better uses. In this case some
businesses will need to relocate and the city can provide some assistance in
finding other potential sites and/or organizations that can help.

In the extreme case, Marathon Asphalt have a river-dependant industrial use
that is currently still viable. In this case the City and the Owner have agreed to
form a working group to look at the long term relocation options for the plant in
terms of Chickamauga Lock’s future, of other potential sites on the lake within
the County and of phased relocation.

Conversely, there may also be a need to recruit and encourage new businesses
to the waterfront.

Recommended Actions, Priorities ¢ Role

actions by who by when
- Establish Marathon Asphalt Working Group members City June 06
- Regularly meet and discuss relocation options City As needed

o\
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1.0 VISION PLAN ADVOCACY ACTIONS STRATEGIC LAND CONTROL

Need
Besides the privately held land that needs to be acquired for the Priority Public

Projects in the short term, the land for future phases could also be studied to
determine how best those parcels of land could be reserved in the short term
and controlled in the future.

Recommended Actions, Priorities ¢ Role

actions by who by when
- Identify strategic land parcels City, Consultant Team July 06
- Establish methods to reserve or gain control City, Consultant Team Aug 06

- Approach owners City Sep 06
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1.0 VISION PLAN ADVOCACY ACTIONS

CONTINUING PUBLIC INFORMATION

Need

The Vision Plan process established a expectation for involving citizens in a
meaningful way no mater if you were a local resident or an out of town develop-
er. There will be an expectation that this goodwill and openness be continued
as the waterfront is developed into actions. Besides the need for public partici-
pation in the implementation of the Form-based Codes, there may be a need to
create or continue a less formal public information process as the first phase of
vision plan is implemented. This maybe in the form of continued neighborhood
meetings or he continued use of a drop in center.

Additionally, the project website could be looked at to see if it could transition
from a planning tool to an implementation tool. Potentially, the website would
become an instrument of the organizational entity and its mission to guide
improved growth to the benefit of all.

Recommended Actions, Priorities & Role

actions by who

- Create or update public information strategy City, Consultant Team
- Decide on appropriate media & method City, Consultant Team
- Document new strategy City, Consultant Team

by when
July 06
Aug o6
Sep 06



2.0 FORM-BASED CODE ADOPTION ACTIONS

Need

The current process for rezoning property and acquiring building approval is
lengthy and complex taking anywhere from 3 to 14 months, causing confusion,
frustration and delay to property owners and investors alike who are looking to
improve and invest in the city and to residents who can not visualize any po-
tential impacts of the developments. Traditional zoning regulates development
primarily by use (housing, industry, commercial) where districts are filled by a
primary use category. As opposed to traditional zoning ordinances, which can
be hundreds of pages long that describe what one is not allowed to do (pro-
scriptive), form-based codes are more graphic-intense, indicate what one may
do (prescriptive) and are generally easier for the public to understand.

Form-based codes place a primary emphasis on building type, relationships to
streets, building and site dimensions and location of parking. They de-empha-
size land use in favor of building form. Form-based codes encourage a greater
mix of uses and place stronger emphasis on the design of the “public realm”
— streets and sidewalks and their relationship to new development.

The drafting of the codes should include in-built mechanisms that are incentive
based to encourage:

. Mixed use over single use

. Sustainable or green over conventional

. Preserving significant trees on private land over clearing

. Historic preservation and/or adaptive reuse over demolition

. Dedication of private land to public benefit

. Developing blighted vacant lots

. Use of private commercial parking after hours for shared parking

Types of Incentives may include:

Money

. Bonus building density or heights

. Transferable development rights

. Reduction in permit fees

Time

. Expedited permit processing time

Image

. Award / Recognition for marketing

. Use of waterfront entity logo or endorsement for marketing



2.0 FORM-BASED CODE ADOPTION ACTIONS

To aid in the understanding and acceptance of a Forms Based Code for
regulating development in Knoxville’s South Waterfront a timeline should be
developed for eventual adoption and implementation of the code, taking into
account the need for public education, stakeholder and public review and
comment and individual and group meetings in the same spirit as the Vision

Plan was developed.

Recommended Actions, Priorities & Role
actions

- Release background information to public
- Consult with MPC, City Legal

- Hold public workshop

- Hold small group/neighborhood meetings
- Hold joint MPC & City Council workshop

- Finalize code technical content

- Finalize code enabling regulation

- Present to City Council for adoption

by who

City

Consultant Team, City
Consultant Team, City, MPC
Consultant Team, City
Consultant Team, City
Consultant Team

MPC, City Attorney

City

by when
June 06
June 06
July 06
Aug o6
Aug 06
Sep 06
Sep 06
Oct 06



3.0 FUNDING ACTIONS

Need

Based on the market study, an estimated $814 million in private investment
is anticipated from market-driven development, with approximately $139 mil-
lion needed for public improvements such as parks, roads, parking, and river
walks. The investment and cost figures have been generated for a 20-year
period, and will certainly change over time.

The Return-On-Investment (ROI) expected from South Waterfront revitaliza-
tion is $5.86 in private investment for every $1.00 spent on public improve-
ments. This leveraging of funds is very attractive when compared to other
cities’ waterfront projects.

Public Improvement Leverage of Private Investment

Comparable Knoxville, TN Chattanooga, TN Louisville, KY Pittsburgh, PA Newport, OH
Waterfront Cities

Time Span 20 Yrs. 1Y 8 Yrs. 8 Yrs. 5Yrs.

Private Development $814.0 $115.0 $364.0 $220.0 $158.0
Public Improvements $139.0 $67.0 $98.0 $103.0 $110.0

Total Investment $953.0 $182.0 $462.0 $323.0 $268.0
Return on Investment: $5.86 S $3.71 $2.14 $1.44

$1.00 of Public

Improvements

Leverages....

All Figures are in millions and in current value excluding relocation costs, conversion to Light Rail Rapid Transit (LRRT) & CityView TIF Public Im-

provements Costs and Revenue. Estimates assume parking garage investments are Public-Private Partnerships.

Vision plan market capacity vs. physical capacity

Limits to growth / sustaining private investment with phased public improvements
Coordination of market

Public improvements needed to leverage

6""%
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3.0 FUNDING ACTIONS

Public Improvement Costs by Type

ALL PHASES PHASE 1 PHASE 2 PHASE 3

(20 years) (o-5yrs) (5-10 yrs) (10-20 yrs)
Public Roads & Parking  $59,226,090 $15,283,390 $33,228,100 $10,714,600
Public Parks / Plazas $80,052,000 $28,619,950 $31,491,250 $19,940,800
Public Improvement $139,278,090  $43,903,340 $64,719,350 $30,655,400

Projects Total

Generally public roads & parking costs include allowances to replace overhead utilities
with underground, modify existing storm drainage, sewer, water, communications, gas, de-
molishing existing structures, modify existing outlets, culvert stream crossing, new roads,
streetscape, upgrade existing roads, streetscape, renovate existing bridges/underpasses,
rail underpass, roundabouts, traffic signal set, pedestrianize existing rail bridge, new, pe-
destrian bridge over river, parking surface lots, land acquisition, site investigation & design
and contingencies.

Generally public open spaces costs include allowances to modify existing storm drainage,
sewer, remediate hot spot contamination, demolishing existing structures, boat bulkhead,
bioengineered bank stabilization, pier, floating dock, floating walkway, small boat ramp, park
landscapes, plaza landscapes, kiosks, café, restrooms, maintenance storage, land acquisi-
tion, site investigation & design and contingency.

The detail of the public improvement costs is included in the appendix.

The estimate of $139 million for public improvements does not mean that City of Knoxville
taxpayers will be expected to foot the bill alone. Other funding sources will have to be ex-
plored to support the South Waterfront, including recapture of federal and/or state taxes
through grants, private donations, and/or user fees.

Identified Funding

A major identified source of public improvements funding is by Tax Increment Financing
(TIF). Simply put, TIF allows communities to borrow from the future property tax assess-
ments of new development to incentivize that development today. First, the assessed value
of properties within an urban redevelopment district are frozen, which sets the base level.
Then the difference between the revenues generated by current and future tax assessments
is called the “increment.” Bonds are sold to raise capital for major real estate development
and infrastructure projects, which increase the value of the properties. All tax revenues col-
lected above the base level are used to pay the bonds. Tax payments generated on the in-
creased property value may be called urban renewal taxes. After the bonds are paid off, the
TIF structure is retired, and the full property tax assessment is collected by the local govern-
ment, reducing dependency on residential and other local taxes.



3.0 FUNDING ACTIONS An illustration of how TIF works
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From “An Overview of Urban Renewal,” Nina Johnson and Jeffrey Tashman, 2000.

If established, the South Waterfront TIF District could support an estimated $43.6
million in improvements. The TIF District would not result in an increase in prop-
erty taxes for South Waterfront or City of Knoxville property owners.

Identified Potential Funding Sources for Public Improvements

Federal Transportation Grant - SAFETEA-LU $6.6

Projected TIF - Phase 1 $13.4
Projected TIF - Phase 2 $16.6
Projected TIF - Phase 3 $13.6
Projected TIF: 3-Phase Subtotal $43.6
Identified Funding Sources --Total $50.2
Public Improvements Funding Gap $88.8

6"‘&
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3.0 FUNDING ACTIONS

We treated the total net new revenue to be derived from future growth and
investment in the same manner as if it were to be used as tax increment financ-
ing. That is, we converted projected future revenues to “present value” and
further discounted the total in consideration of a typical “debt service coverage
ratio”. These are adjustments that would be made by any city finance direc-
tor or public financing/bond issuance organization in order to have a realistic
understanding of what these revenue projections would pay for, or what size
“loan” the city might be able to obtain to make current expenditures to be paid
back by future tax receipts — i.e. a bond issuance.

We chose to look at the question of how much current public investment could
be supported by net future taxes from two different approaches:

1. The first approach: The city borrows at one time the maximum amount
of money that can be supported by projected future revenues from the twenty
year development program. This approach indicated potential to fund a total
of $45.5 million. While this is simple and straight forward, it overlooks the fact
that current state law with regard to tax increment financing limits the period
of any such borrowings by cities to 15 years. If we had limited a single loan to
a 15 year term, the amount of debt supportable would be less than that for a 20
year bond (say $38 to $40 million instead of $45.5 million) since the additional
5 years of tax revenues could not be applied to debt retirement.

2. The second approach: The city borrows against future revenues in
three different clusters, phases, one starting every five years (years 1, 6, and 11)
and each extending for 15 years. This approach would maximize public bor-
rowing capacity using future revenues extending out a total of 25 years before
repayment of the third phase is complete. This approach indicated a potential
to fund a total of $52.2 million.



3.0 FUNDING ACTIONS

The implication to be drawn from the two alternative approaches to estimating
total public investment supportable by future tax revenues is that there is the po-
tential for the city to realize a current benefit of between $45 and $52 million.
However, this does not suggest that the city will necessarily be able to realize this
benefit within the confines of state defined and regulated tax increment financing.

In order for the city to realize the maximum current financial benefit with tax incre-
ment financing, it will be necessary that it do so by means of one or a combination
of the following:

1. City backing of bonds: The city can pledge its full faith and credit to the
repayment of any borrowings against the revenues to be derived from prospec-
tive future private investments within the project area. This will, of course, count
against the city’s debt ceiling and limit its capacity to borrow funds for other pur-
poses and projects.

2. Private project taxes pledged to pay bonds: Tax increment financing will
need to be limited to specific projects, each of which can be underwritten by bond
counsel based on the strength of the developer’s balance sheet or the financial
standing of his tenant leases. It would be possible to aggregate a set of projects
that are starting development at roughly the same in order to create a revenue
stream to finance a set of public improvements that are generally associated with
the success of the projects creating that revenue stream — parking garage, con-
necting riverwalk/bikeway, connecting and adjacent roads and utilities, etc. As
a practical legal matter, there should be a “rational nexus” between the projects
generating the revenues and the public improvements to be paid for.

Recommended Actions, Priorities & Role

actions by who by when
- Begin discussions with County & KCDC City July 06
- Consult with state TIF law attorney City July 06
- Identify clusters of private development Consultant Team, City,  Aug 06
- Configure a TIF district Consultant Team, City ~ Sep 06
- Establish policy for use of TIF money City Sep 06
- Obtain bond underwriting City Sep 06
- Enact TIF district City, County, State Oct 06

6"‘&



20

o\

3.0 FUNDING ACTIONS

ADDITIONAL FUND RAISING

The financial strategy indicates that a gap of $88.8 million is estimated if all
recommended public improvements are to be built. Reasonable expectations
from as yet untapped funding sources could yield as much as $165 million. If
slightly more than half of the possible funding sources are successfully tapped,
the public improvements needed to support redevelopment of private property

is feasible.

Potential Funding Sources for Public Improvements Funding Gap

Private Donations - General

Private Donations - Bridges, Ampbhitheater, Art, etc.
South Knoxville Foundation

State Economic Development Legislative Support
Grants - Federal / State Transport related

Grants - State Transient Boating related

Grants - State Fishing Pier related

Grants - Federal / State Stream |/ Wetland Mitigation
Grants - Federal Water Resources Appropriations
Water / Sewer Rate fee for waterfront up keep
Parking Garages

Other - Miscellaneous

Estimated Gap Funding Sources Subtotal $165.0

Recommended Actions, Priorities & Role

actions by who

- Identify targets for sources of funds City, Consultant Team
- Begin applying for phase 1 grants City

- Begin lobbying for appropriations City

- Establish fund-raising working group City

- [llustrate potential donor items Consultant Team

by when
July 06
Aug o6
Aug o6
Sep 06
Oct 06



4.0 PRIORITY PUBLIC PROJECT ACTIONS

Need

The Vision Plan identified 3 phases for implementation: o-5 years, o -10yrs, 0 -20 years.
The first phase o — 5 years is designed to be generative to seed development in 3 areas,
demonstrative to establish public uses and strategic to control key pieces of land. Phase 2
is more self guiding and exponential while phase 3 is more infill of missing pieces.

Available public improvements funding would focus on 12 Public Priority Projects.

Down River

1. Cherokee Trail Railroad Underpass & Goose Creek Crossing

. Corp/TVA permit needed for flood plain & stream crossing of road culvert
. CSX negotiation for easement & underpass

. acquisition of 1 property from 1 owner

2. Goose Creek Environmental Mitigation

. Corp/TVA/State ARAP permit needed for flood plain & stream modification

. acquisition / easement of 1 from 1 owner

. created wetlands, kayak ramp, access, parking, stream & riverbank stabilization.
Mid River

3. Blount Avenue Streetscape Improvements — St. Paul to Hawthorne Avenue

. acquisition of additional ROW from 1 owner

. road widening, streetscape, existing underpass improvements.

4. Henley Gateway South / Public Art Icon
. acquisition of 3 properties from 2 owners
. park, parking and public art landmark.

5. CityView Riverwalk

. Corp/TVA permit by property owner
. acquisition of riverbank
. riverbank stabilization, 20’ riverwalk, lighting, benches.

6. Knoxville Shoals Riverwalk (Baptist Hospital)

. Corp/TVA permit

. acquisition/easement of riverbank from 1 owner

. riverbank stabilization, 20’ riverwalk, lighting, benches,

. floating walkway & transient boast docks,

. kudzu control.

7. River Amphitheater (Foot of Gay Street Bridge)

. acquisition/easement of 4 properties from 2 owners

. park, amphitheater terracing, stairs, utilities for events, JFG sign restora
tion, lighting.

o\
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4.0 PRIORITY PUBLIC PROJECT ACTIONS

8. Gay Street / Sevier Avenue Improvements
. acquisition/easement of 1 property from 1 owner

. roundabout at intersection, removal traffic signals, convert Sevier Avenue

& Council Place to 2 —way, road widening and streetscape.

Up River

9. New River Street Section / Barber Street & Claude Street Extensions
. acquisition/easement of 1 property from 1 owner

. new road extensions and streetscape.

10. Wetlands Park (Between Barber Street & Claude Street)
. acquisition/easement of 2 properties from 2 owners

. wetlands park, riverbank stabilization, 20’ riverwalk, lighting, benches.

11. Sevier Avenue / Lincoln Street / Island Home Avenue Improvements

. Corp/TVA permit

. acquisition/easement of 4 properties from 2 owners
. roundabout, road widening, streetscape,

. public kayak ramp, access and parking lot.

12. Riverwalk at Quay Village
. acquisition/easement of 1 property from 1 owner
. riverbank stabilization, 20’ riverwalk, lighting, benches.

Recommended Actions, Priorities & Role

actions by who

- Scope design services & investigation City, Consultant Team
- Strategy for land control City, Consultant Team
- Strategy for permitting City, Consultant Team
- Concept design based on GIS data Consultant Team

- Site investigation & survey City

- Schematic design for costing & permitting Consultant Team

- Submit permit applications City, Consultant Team
- Design for bidding & construction Consultant Team

by when
June 06
July 06
July 06
Oct 06
Nov 06
Dec 06
Feb o7
Mar o7



5.0 ORGANIZATIONAL ACTIONS

Needs
As the Vision Plan transitions into the Action Plan and before implementation

there is a need for a group of people in some organizational structure that
wakes up every morning and works on the waterfront. The options for Knox-
ville to decide on an appropriate organizational structure must come from the
unique conditions found in the South Waterfront. What has worked in one city
will not necessary work elsewhere. The initial establishment of an organization
is as much dependant on the character and dedication of the first people in it
as it is on the organizational structure.

Options for establishment of a South Waterfront organization include:

1. Permanently create a city South Waterfront Department or Office.

2. Assign to existing city or city county body who has some redevelop
ment authority and will add on this function.

3. Incubate out of City Mayor’s office for one to two years, and then
transition to private non-profit status with a tight strategic plan.

4. Incubate out of City Mayor’s office for six months or so then create a
city based redevelopment corporation with semi-independent status.

6"‘&
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5.0 ORGANIZATIONAL ACTIONS

ORGANIZATIONAL RECOMMENDATION

The recommended course of action is to defer the establishment of a permanent entity
or organization for one to three years. During that time, Mayor Haslam’s administra-
tion will provide at least two full-time staff positions dedicated to implementation of the
Knoxville South Waterfront Vision Plan, with oversight of project activities conducted
through a direct reporting relationship to the Mayor. Within three years, the decision to
create a formal organization dedicated to the South Waterfront will be made.

Several potential activities that may need to be performed during Vision Plan imple-
mentation are listed below. Those activities that are underlined would be performed in
association with the Metropolitan Planning Commission.

. Hire staff and contract with consultants/contractors.
Create plans; propose zoning changes and other regulatory changes.

. Coordinate utility and infrastructure assessments, upgrades and relocation.

. Provide design review assistance as a whole and on a project-by-project basis.
Update Vision Plan every 5 years.

. Act as project spokesperson, and perform information clearinghouse and
public relations functions.

. Fundraising and hold private funds.

. Create and manage homeowner incentive program(s).

. Secure necessary regulatory approvals (TVA, USACE, etc.)

. Acquire, swap, maintain, insure or sell real estate.

. Develop real estate.

. Negotiate for and hold property ownership and/or easements.

. Make loans and grants for public and private improvement.

. Operate a business improvement district.

. Contract for and manage public improvements.

. Act as a limited liability partner.

. Relocate businesses and residents.

. Adopt PILOT agreements.
Perform and enforce design review guidelines.

. Issue tax-exempt bonds.

. Negotiate and grant TIF agreements.

. Employ eminent domain for property acquisition.
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SHORT-TERM IMPLEMENTATION ACTIONS

Activities that require immediate attention include:

. Execute CityView TIF development agreement

. Land purchase, design, and construction of CityView Riverwalk segment

. Land purchase, design, and improvements to Blount Avenue

. Land purchase for future public street on southwest property line

. Establish Funding Sources:

. Establish South Waterfront TIF District

. Define eligible SAFETEA-LU grant uses

. Begin state & federal grantsmanship activities

. South Waterfront Zoning District (Form-Based Code)

. Continue extensive public involvement process

. Address neighborhood & waterfront property owner concerns

. Implement new code

. Implement new development application review & approval process

. Business Relocation Assistance

. Initiate Marathon Petroleum Relocation working group

. Holston Gas relocation site assistance

. Rinker relocation assistance

. Develop Public Improvements Land Acquisition Strategy

. Contract professional services for land surveys, design and construction
documents for selected priority projects

. Prioritize available public improvements funding to implement Vision

Plan objectives and support private project redevelopment

. Design Assistance

. Provide conceptual design assistance for redevelopment properties
. East TN Community Design Center

. UT School of Architecture

. Neighborhood Program Development

. Infrastructure Improvements

. Infill Assistance

. Homeowner Improvement Assistance

. Publish Final Vision Plan
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5.0 ORGANIZATIONAL ACTIONS

Recommended Actions, Priorities & Role

actions

- Discussion of organizational options
- Decision by Mayor’s Office

- Recruit people to run with it

- Organization in place & functioning

by who

City, Consultant Team, Committee
Mayor’s Office

City

City

by when
June 06
July 06
Aug 06
Sep 06
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1.0 EXECUTIVE SUMMARY

SITE OPPORTUNITIES AND EXISTING CONDITIONS

The Knoxville South Waterfront consists primarily of low-lying land
between the Tennessee River and the Chapman Ridge. Existing land
uses include a substantial amount of under utilized industrial land
along the waterfront. If made available for redevelopment, the South
Waterfront’s proximity to the river, attractive viewsheds, and connec-
tions to downtown all make it attractive for mixed-use development
that includes residences, offices, and retail /entertainment uses.

If a mixed-use environment is to emerge in response to market de-
mand, most, if not all, existing industrial uses will need to be relo-
cated, significant investment in new public infrastructure must take
place, and natural and man-made environmental constraints must be
mitigated. The market potentials for the area can only be fully real-
ized if guided by a master development plan encompassing the entire
South Waterfront. This will ensure that new developments are part
of a cohesive network in which uses relate to one another and key
sites are developed to their potential highest and best use. With co-
ordination, strategic public investment, and targeted land acquisition,
the economic value for the entire area will be enhanced. This value
will come in the form of higher-quality development, faster absorption
rates, higher long-term property appreciation and performance, and
greater synergy between different land uses.

DEMOGRAPHICS, ECONOMY, AND EMPLOYMENT

Despite the South Waterfront’s development potential, it has yet to re-
alize benefit from the growth occurring elsewhere in Greater Knoxville.
With a population of 700,000 and a ten-year growth rate of 17 percent
(1990-2000), the Knoxville Metro is positioned as a highly desirable
location for business and living that is likely to continue to benefit
from migration patterns found in southern cities. The region is cur-
rently adding an average of 6,600 people and 4,300 housing units
on an annual basis. By contrast, the South Waterfront did not grow
between 1990 and 2000, and has been characterized by relatively low
housing values (half the county median) and densities. More recently,
the area has experienced a modicum of new housing investment that
must be nurtured by related public improvements.

Knoxville has an economy that can be characterized as supporting
steady growth and development. Unemployment has remained be-
low the national average, and the region has added 30,000 jobs since
1995. Employers such as the Oak Ridge energy facility, the University
of Tennessee, and Baptist Hospital provide a stabile base of employ-
ment that is encouraging for real estate investors in the region.

6"‘&
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1.0 EXECUTIVE SUMMARY

The number of jobs located on the South Waterfront actually outnum-
bers the population living there. Most of these jobs are with industrial
employers that no longer represent the highest and best uses for wa-
terfront property across the river from downtown. It is likely that some
of the current employers will need to be relocated in order to achieve
the highest and best use potentials of the South Waterfront. Great
care should be taken to ensure that the relocation needs of these busi-
nesses are accommodated to minimize loss of vital jobs.

MARKET POTENTIAL AND FEASIBILITY

The highest and best use potential for the South Waterfront is not of
a single use. Rather, the most promising opportunity is to create and
capitalize on the market synergy from co-location of diverse but com-
plimentary uses. The following is an analysis of the market of the indi-
vidual land use categories.

Residential

With 4,300 units of new housing being added to the Knoxville region
each year, the opportunity exists to capture a share of this growth to
the Knoxville South Waterfront. There is currently an undersupply of
new housing in dense, walkable neighborhoods. Likewise, waterfront
housing adjacent to downtown should command premium values in
the residential market. We estimate the South Waterfront can success-
fully capture between 100 and 150 units of such new housing per year.
Based on current market trends, new market-rate residential proper-
ties on the South Waterfront are projected to sell for $250,000 at the
base-end to $700,000 at the high-end, with the majority of units sell-
ing for just under $400,000. Units not on the water but closer to
Sevier Avenue will achieve substantially lower prices, in the $175,000
to $250,000 range. Rental units on the water will have monthly rents
ranging from $900 to $1,500 depending on size, amenities, and views.
Rents away from the water will start lower, at about $700 per month.
Within the market for urban housing, the South Waterfront will stand
to capture a disproportionate share of higher income households.
New residential development phasing should initially occur along the
waterfront, where the market is strongest. As waterfront amenities
such as park space, greenways, restaurant/entertainment, and retail
uses are added, demand will increase for housing that is not directly
on the waterfront. Therefore, new housing along Sevier Avenue should
occur in subsequent phases. Looking forward, with a good framework
plan in place, a new market dynamic will exist after ten years of imple-
mentation. Development will build on previous successes, with less
intervention from the public sector required.
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Projected Demand by Market Segment
Knoxville South Waterfront
Annual  Five-year
Market Segment Percent Demand demand

College age (18-24 yrs) 10% 12 61
Empty nesters ( >50 yrs) 30% 36 182
Recent graduates, singles, couples
'without children (25-45 yrs) 35% 42 212
Recent relocations 20% 24 121
Families (children) 5% 6 30

Total 100% 121 605
|Data provided by Development Strategies

Interviews with local realtors, together with research in downtown
markets throughout the South and Midwest, suggest housing demand
by market segment for the South Waterfront as shown in the following
table. We project a strong mix of residents and over 600 units of new
housing within five years.

Retail

There is currently insufficient market demand to support a conven-
tional retail anchor such as a grocery store, super store (i.e. Target), or
a department store. There is limited demand for specialty retail, ap-
parel, sporting goods, and a drugstore. As new residences are added
to the South Waterfront, demand for some types of retail, including
restaurants, specialty apparel, and household products will increase
slightly.

Considering both regional and local demand factors, we recommend
that sites be made available to accommodate a total of some 25,000
square feet of eating and drinking establishments, 16,000 square feet
of specialty retail and apparel, and a possible urban grocery store. In
addition, 15,000 square feet of space should be set aside for the pos-
sibility of attracting a drugstore. Gay Street and Chapman Highway
represent the ideal locations for this type of retail development. Based
on the lack of regional market demand and difficult vehicular access,
the James White interchange is not recommended for retail develop-
ment.

Entertainment

Knoxville is primed to receive its first urban entertainment-oriented
development within the next five years, and a downtown site is most
promising. With a critical mass of dining and entertainment uses de-
veloping on Gay Street, the Gay and Cumberland or Cumberland and
Henley intersections present the best opportunity locations for this
type of development. Approximately 20,000 to 30,000 square feet

6""%
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of restaurant and other uses that specifically take advantage of water-
front views should be located in the South Waterfront. The Sevier and
Gay location is preferred for the location of restaurants because of
its closer proximity to the cinema and other opportunities along Gay
Street and in Old City.

An alternative to market-driven entertainment would be the develop-
ment of a cultural amenity, such as a museum or performing arts cen-
ter. Such facilities would give the South Waterfront a strong identity,
and draw people from throughout the region and beyond. This, in turn,
would bolster other types of business development in the district.

Office

With a vacancy rate of 16 percent, the downtown speculative, or gen-
eral occupancy, office market is relatively soft. As a result, little new
space has been added recently and the decision of the Tennessee Val-
ley Authority to reduce its presence and sell one of its two towers in
downtown has impacted both vacancy and rental rates. However the
suburban market is strong and has been adding new space at a rate of
over 700,000 square feet per year.

The South Waterfront is clearly not an appropriate location to seek to
foster a substantial new enclave of urban office development. There
are neither sufficient sites nor a deep enough market to sustain such a
pattern and, if it were possible, any significant amount of office space
on the South Waterfront would likely come at the expense of the down-
town office core across the river to the north. On the other hand, there
would be market justification for a limited amount of office use as part
of a larger mixed-use environment on the South Waterfront. Once
appropriate sites are secured and development proceeds with resi-
dential, restaurant and park uses in the South Waterfront district, we
project there will be sufficient market support for some 80,000 square
feet of general office space over a period of five years. And, this can be
accomplished without any negative impact on downtown.

In addition, demand for a limited amount of service office space (i.e.
offices for insurance, stock brokerage, medical, law, accounting, and
banking services) will be generated as housing and other business ac-
tivity is added. We recommend that some 12,000 square feet of ser-
vice office space be planned for in step with the first 1,000 units of new
housing. We also recommend that sites in the vicinity of the James
White interchange would be well suited to accommodate one or more
larger office users seeking the identity and amenities of the South Wa-
terfront district, especially regional or national headquarters facilities.
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Hotel

There is clearly not excess demand for downtown hotel space, particu-
larly in the high-end, luxury market segment. However, the develop-
ment of a mixed-use district in the South Waterfront with retail, office,
and entertainment functions could become an attraction that gener-
ates its own demand for additional hotel rooms. If the appropriate
pieces fall into place, an opportunity may exist on the South Waterfront
for a smaller boutique hotel of up to 100 rooms. The intersection of
Chapman and Blount is deemed the optimum location for a new hotel
facility for a variety of reasons. These include waterfront views and
proximity to both the Baptist Hospital and convention center. Tourists
and convention-goers would help bolster entertainment-oriented busi-
nesses in the South Waterfront.

Marina

Due to sometimes heavy river currents, competition from other ma-
rina locations, and with other waterfront activity, the market for down-
town rental slips is currently soft and is not likely to improve without
substantial additional waterfront redevelopment. However, the for-
sale market for boat slips is currently under served, and is a potential
growth area in the market. Assuming housing directly on the water
can continue to develop at a pace of 50 to 100 units a year, we antici-
pate market support for as many as 15 boat slips per year, primarily in
the for-sale market.

6"‘&
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1.0 EXECUTIVE SUMMARY DEVELOPMENT PROGRAM & PHASING STRATEGY
We offer the following Development Program and Strategy:

Development Program and Phasing Strategy
Knoxville South Waterfront

Cateqor Phase I Phase 11 Phase 111 20-Year
gory (0-5 years) (5-10 years) (10-20 years) Total
Residential 500-600 units 500-600 units 1,000 units
Catalyst Existing Market Removal of Industry,  Close to Waterfront 2,000-2,200
Regional Growth New Parks Devel units
Location Waterfront Waterfront Sevier Ave.
Retail 15K Drugst 16K-20K Specialt 20K-30K Retail
K rugstore . pecialty : etai 50.000-60,000
Catalyst Existing Market Industrial Reloc. New Residences square feet
u;
Location Chapman & Blount Gay & Sevier Gay or J. White 4
Restaurant/
Entertainment 10K-15K 10K-15K 30,000
§ Catalyst Existing Market Industrial Reloc. square feet
%’ Location Near Hosp/Water Waterfront
o | Office 80K-90K Spec/Serv Corporate HQ
s . 80-100K Spec
2= Catalyst Ind. Reloc/Restaurant/ Public Sector
= 20-30K Serv
= Hotel 270K HQ
Location Chapman & Blount James White
Hotel 100 Rooms
Catalyst Ind. Reloc/Office/
atalys nd. Reloc/Office 100 Rooms
Restaurant
Location Chapman & Blount
Marina 50 Slips 75 Slips 75-100 Slips
Catalyst Waterfront Housing Hsg./Park/Rest’rant/  Hsg./Park/Rest’rant/ .
. . 225 Slips
Special Events Special Events
Location Next to Residential Hsg./Rest/Park Hsg./Rest/Park
Industrial
Relocation
Type Small Scale Large Scale
Location Throughout Waterfront
Park and
_ | Greenspace
3
48» Type Park & Greenway Park & Greenway
»n Location Waterfront Throughout
%’ Infrastructure
£ Type Intersection/ Riverfront Drive/ Streetscape
Streetscape Imp. New Roads Improvements
Location Blount/Chapman; Near Waterfront Sevier Avenue
Gay/Sevier; J. White
Cultural/Civic 135,000 s.f.
o 135,000
Type Cultural Institution
. square feet
Location Waterfront

DEVELOPMENT STRATEGIES, 2006
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FISCAL BENEFITS & TAX INCREMENT

ANALYSIS
Revenue projections were modeled based
on the type, timing, and quantity of develop-
ment detailed in the development program
and phasing strategy offered in this report.
Revenues are based on current municipal
tax rates and methods of valuation and on
assumptions with respect to market condi-
tions, property values, and inflation rates.

The development program and phasing
strategy presented will generate $814 mil-
lion in private investment over 20 years
(in constant 2006 dollars). This will re-
sult in $190 million in assessed property
value. The adjacent table indicates the
potential tax capture in constant dollars
for the city, county, and school district.

The development project will generate a to-
tal of 84.7 million (in constant dollars) in
property taxes for the city and county. This
is the sum of money than can be borrowed
against by the city as part of a tax incre-
ment financing (TIF) district. Of course,
the current tax revenue must be subtracted
out to determine the incremental revenue
increase, and this revenue must be dis-
counted. In addition to property tax rev-
enues, the new development will generate
other forms of income for the city, county,
school district, and state. These forms of
revenue are indicated in the adjacent table.

The city has several tools that allow it to
capture revenues generated by public and
private investment. These tools include Tax
increment financing (TIF), which captures
incremental real and personal property
taxes, Special Assessment Districts, and
revenue generated from publicly-managed

parking structures.

A net present value analysis was conducted to estimate the amount of money
that might be “borrowed” using future TIF dollars for repayment. Two scenarios
were considered, the first being a hypothetical 20-year TIF. Since Tennessee law
only allows for 15-year TIF periods, we recommend three separate TIF districts
be created — one at the beginning of each phase outlined in the development
program and phasing strategy. Each TIF district will last the maximum 15 years,
ensuringthe greatesttax capture for the city. These TIF strategies, when added to
special assessment and parking revenues, yield the following return for the city:

Knoxville South Waterfront Revenue Projections
One Phase Scenario Three Phase Scenario
(One 20-year TIF) (Three 15-year TIF Phases)

City and County Cumulative Net Present

(Combined) Revenues Value Cumulative Revenues Net Present Value
Real Property Tax* $121,000,000 $60,400,000 $153,300,000 $69,800,000
[Minus Base Revenue ($26.400,000) _ ($16,500.000) ($33.000.000) ($18.600.000),
Eligible TIF Revenue $94,600,000 $43,900,000 $120,300,000 $51,200,000,
[Plus Personal Property Tax $2,900,000 $1,400,000 $3,600,000 $1,700,000)
[Plus Special Assessment $6,700,000 $3,300,000 $8,500,000 $3,900,000)
[+ Public Parking Structures $10.000.000 $5.900.000 $10.000.000 $5.900.000
Other Revenue $19,600,000 $10,600,000 $22,100,000 $11,500,000
Combined Revenues $114,200,000 $54,500,000 $142,400,000 $62,700,000
Potential Cash Proceeds $43,600,000 $50,160,000
| @ 1.20 Debt Coverage Ratio

In both scenarios above, the annual base property tax revenue of $1.3 million
was subtracted to determine the tax increment. Based on the above scenarios,
the city could afford to borrow $63 million in three phases or $55 million in one
phase. These numbers are reduced to $50 million and $44 million, respective-
ly, at a 1.20 debt coverage ration. This assumes a 5.0 percent annual interest
rate, and a three percent annual inflation rate.

REVENUES (in constant dollars)
Total revenues in aggregate through year 20
from KSW Development Program

Jurisdiction Value

City

Real Property Tax $38,600,000

Personal Property Tax $900,000

Bond Retirement Fund $14,000,000

Parking Revenues $7,400,000

Special Assessment $4,700,000
$65,600,000

Sales Tax $2,000,000

Hotel Tax ___$1,400,000|

Total: $3,400,000

County

Real Property Tax $46,100,000

Personal Property Tax $1,100,000

Bond Retirement Fund $4.,300,000
$51,500,000

Hotel Tax $1,400,000

School District

Sales Tax $5,000,000

State

Sales Tax $21,800,000

6""%
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1.1 EXISTING SITE CONDITIONS &
OPPORTUNITIES

EXISTING SITE CONDITIONS
The Study Area is located in the
City of Knoxville along the Ten-
nessee River, immediately across
from the Central Business District
(CBD) and the University of Ten-
nessee. With a daytime worker
population of 20,000 in the CBD
and 26,000 students at the univer-
sity, Knoxville’s Greater Downtown
is the cultural, commercial, and
academic center of the region. The
following map shows the boundar-
ies of the Study Area in the context

of the Greater Downtown.

The Study Area, also referred to in this document as the Knoxville South Wa-
terfront (KSW), stretches along the river for approximately 2.5 lineal miles, and
consists of a total of 750 acres (1.2 square miles). The most intensive develop-
ment exists in the low-lying areas adjacent to the river, which are relatively flat
and, therefore, simultaneously the easiest properties to develop and most vul-
nerable to flooding. Approximately 400 feet from river's edge, the topography
rises dramatically, terminating at the peak of Chapman Ridge, which affords
excellent views of the waterfront and downtown.

Land uses are oriented around the river, with heavy industrial uses consuming
much of the land at the water’s edge. Farther in, the predominant land use is
single family residential. Sevier Avenue, which runs east to west in the flat land
between the river and the ridge, consists primarily of light industrial and com-
mercial uses. Development on the Chapman Ridge incline is less intensive and
consists of single family homes. There are several large multifamily develop-
ments at the top of the ridge.

The most prominent site and facility is the Baptist Hospital, which sits directly
across the river from the CBD and between the two key bridges that link the
South Waterfront to downtown. The Henley Street Bridge is the more heavily-
traveled of the two, and links the Convention Center and I-40 interchange on
the north side to the Hospital and Chapman Highway commercial district on
the south side. The Gay Street Bridge is more pedestrian-friendly, with wider
sidewalks and fewer cars. It links the South Waterfront to Gay Street and Old
City to the north, two revitalized mixed-use districts in downtown.
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Existing Land Use
Map

Rural Residential

Single Family Residerfal
O Multifamily Residential
B Commercial

Office

Industrial {Manuiacturing)
B Wholesale : .
TransportationCommunicaionsiiilies
B PublicAQuasi Public Land
Agricubture/Forestry/Vacant Land
Public Parks
Private Recreation
Under Construction/Cther Uses

Warer
Right-of-Way

Knoxville MPC, 2000

The James White Parkway Bridge is part of a limited access highway that links
the eastern end of the South Waterfront to the north and I-40. An interchange
at Anita Drive links Sevier Street to the Parkway. Two rail bridges cross the Ten-
nessee River in the South Waterfront. One is located just west of the Henley
Street Bridge, while the other is located at the western end of the South Water-
front Boundary.

Two historic Civil War sites sit atop the Chapman Ridge — Fort Dickerson and
Fort Stanley — providing the area with potential regional attractions, as well as
green space. Fort Dickerson is the larger of the two, and features Civil War-era
canons and historic markers. The fort is adjacent to a large quarry that is no
longer in use and is water-filled today, thereby creating a very attractive lake.

Southside retail is concentrated along Chapman Highway where visibility is
greatest, just south of the Study Area boundary. There are three grocery stores
within a one-mile area along this commercial strip. Regional shopping is eight
miles to the west, at West Town Mall. There are some limited destination
entertainment opportunities across the river in Old City and along Gay Street.
There are two theaters along Gay Street, and a first-run movie theater is cur-
rently under construction. Public transit serves the area, with bus lines run-
ning along Chapman Highway, Sevier Avenue, and Blount Avenue.

SITE DEVELOPMENT OPPORTUNITIES & CONSTRAINTS

There is a new focus and commitment across the nation to waterfront redevel-
opment as more cities recognize the value of their lakes and rivers. As demon-
strated in Knoxville, urban waterfronts have long been dominated by industrial
uses that relied on water-borne transportation. Increasingly, waterfronts are
being redeveloped with residential, entertainment, recreation, and office uses
as these industries become obsolete or less dependent on water for transpor-
tation, processing, and shipping. Cities have recognized these new uses to be
higher-value generating enterprises that enhance not only property values and
tax revenues, but also their image and visibility both regionally and nationally.

6"‘&
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1.2 EXISTING SITE CONDITIONS &
OPPORTUNITIES

Opportunities for development are strong along the South Waterfront, but the
market potentials for the area will only be fully realized if they are guided by
a master development plan. Projects such as the Rivertown Condominiums
have confirmed the strength of the residential market along the river. The op-
portunity then is to develop a plan that encompasses the entire South Water-
front area, ensuring new developments are part of a cohesive network in which
uses relate to one another and key sites are developed to their highest and best
use potential. With coordination, strategic public investment, and land acqui-
sition, greater economic value will be generated for the entire area, not just
properties on the waterfront. This value will be in the form of higher-quality de-
velopment, faster absorption rates, better long-term property appreciation and
performance, and more synergistic opportunities between different land uses.

We have identified the following site development opportunities & constraints:

e WATERFRONT. The desirability of waterfront land generates opportunities
for residential, entertainment, restaurant, marina, and public space land
uses. By devoting land to public park space and/or a linear greenway that
create access to water, amenity is created and value is added to properties
along the water, and properties throughout the South Waterfront district.

e VIEWS. Views of Downtown Knoxville and/or the Tennessee river will add
substantial value to residential, office, and entertainment development.
Where visibility is not possible, accessibility to water will still add value,
but at a diminished rate.

e CONNECTIONS TO DOWNTOWN. Connections to the region’s largest
employment center and the University of Tennessee add substantial value
to the South Waterfront. In order to maximize value, linkages should be re-
inforced for vehicles, transit, and pedestrians wherever possible, and bar-
riers should be mitigated in order to maximize value for residential, office,
hospitality, and entertainment uses.

o GAY STREET. The reemergence of this historic main street will add signifi-
cant value to Downtown Knoxville. As Gay Street once again becomes a
prominent address, and housing, entertainment, and retail mature along
it, the South Waterfront’s direct connection via the Gay Street Bridge will
increasingly improve the South Waterfront’s marketability.

e TRANSIT. Alternative modes of transportation that improve connections
to downtown will increase the desirability of the South Waterfront for resi-
dential and commercial development. Extending Downtown Knoxville's
existing system of free trolleys to the South Waterfront provides an excel-
lent opportunity to achieve this end.
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OPPORTUNITIES

The following diagram indicates opportunities and constraints:

BAPTIST HOSPITAL. The presence of this large employer provides excellent op-
portunities for development synergies. Residences will appeal to hospital employ-
ees who choose to live close to work. The location of new businesses or offices
adjacent to the hospital will create a critical mass for a variety of daytime, service-
oriented businesses.

INDUSTRIAL USES. Industrial uses are a valuable source of employment and tax
base for Knoxville. However, the relocation of certain of these uses with their as-
sociated noise, odor, and traffic impacts will be necessary to enhance the market-
ability of residential, retail and entertainment uses in the South Waterfront.

SEVIER AVENUE. The lack of accessibility and visibility are substantial barriers to
the realization of market-driven mixed use development along Sevier Avenue. The
improvement of the Sevier Avenue/Gay Street intersection is vital to these efforts
because it improves visibility from Gay Street, and accessibility from Chapman
Highway and the James White Parkway.

ENVIRONMENTAL CONSTRAINTS. Environmental issues affect much of the
highest-valued property in the South Waterfront district. Flooding affects the prop-
erties closest to the water, while the steep slopes of the Chapman Ridge constrain
development and simultaneously afford some of the best view premiums in Knox-
ville. Industrial site contamination must be evaluated and mitigated along much
of the waterfront.
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1.3 DEMOGRAPHICS, ECONOMY &
EMPLOYMENT

The condition of the regional economy and current population and employment
trends can have a significant impact on development projects that may occur
in the South Waterfront. The following analyzes these trends for Knoxville.

POPULATION

The Knoxville region is characterized by relatively high growth, creating oppor-
tunities for new development. The following table presents population trends
for the City of Knoxville, the Knoxville Region, and the State of Tennessee:

2005 Demographic Trends
Description Cityof  Knoxville  State of
P Knoxville CBA* Tennessee
Population
2010 Projection 172,584 680,140 6,159,360
2005 Estimate 172,537 647,044 5,915,950
2000 Census 173,890 616,079 5,689,283
1990 Census 173,288 534919 4,877,185
Growth 2005-2010 0.0% 5.1% 4.1%
Growth 2000-2005 -0.8% 5.0% 4.0%
Growth 1990-2000 0.3% 15.2% 16.7%
© 2005 CLARITAS INC. All rights reserved.
*Core Based Statistical Area

The Knoxville Region’s growth rate is strong, indicating it has a healthy econ-
omy and is considered a desirable place to live. Between 1990 and 2000, the
region grew by 15.2 percent, exceeding the national average of 13.2 percent.
On the other hand, the City of Knoxville’s population was little changed dur-
ing the decade due to a lack of easy to develop open land. The majority of
the region’s growth occurred in suburban areas to the west and north. With
a projected 6,620 new residents entering the region each year, an oppor-
tunity exists for Knoxville to capture some of this growth by creating a new
residential development district in the Knoxville South Waterfront. The fol-
lowing table compares Knoxville’s growth rate with those of selected regions:

The following table indicates a growth rate for the Knoxville Metropolitan Sta-
tistical Area, or MSA, that exceeds those of Greenville, Chattanooga, and Bir-
mingham regions. While not in the hyper-growth mode of Nashville, Charlotte
or Raleigh, Knoxville’s 17.3 percent regional growth rate positions it as a desir-
able city that is likely to continue to benefit from migratory trends to southern
cities. This steady stream of new migrants will bolster the housing market in
the South Waterfront.
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Comparison Table: Regional Growth

Percent Growth  Population  Nationial
Metropolitan Statistical Area (1990 - 2000) (2000) Ranking
Raleigh--Durham--Chapel Hill, NC 38.9% 1,187,941 41
Charlotte--Gastonia--Rock Hill, NC--SC 29.0% 1,499,293 34
Nashville, TN 25.0% 1,231,311 39
Greensboro--Winston-Salem--High Point, NC 19.2% 1,251,509 37
Lexington, KY 18.0% 479,198 86
Knoxville, TN 17.3% 687,249 63
Greenville--Spartanburg--Anderson, SC 15.9% 962,441 52
Birmingham, AL 9.6% 921,106 55
Chattanooga, TN--GA 9.6% 465,161 90
Louisville, KY--IN 8.1% 1,025,598 50

Source: Census 2000

The following table compares selected demographic variables among
the Study Area, City of Knoxville, and Knox County:

Demographic Comparison Table
Study City of Knox

Description Area  Knoxville County
People

2005 Population 2,115 172,537 398,623

Median Household Inome $18,781 $27.845 $38,049

Median Age 29.5 33.6 36.1

% Bachelor's Degree or Higher 12.8%  24.6% 29.0%
Households

Average Persons Per HH 2.20 2.12 2.34

% Children Present ( >18 yrs.) 21.1% 25.2% 31.3%

% Owner Occupied 34.3% 51.2% 66.9%

Median House Value (Owner Occ.) $51,818 $77,769  $96,045
O©CLARITAS INC. All rights reserved.

The above table indicates several striking contrasts between existing
residents in the Study Area relative to residents in the city and coun-
ty. With a median household income under $19,000, Study Area resi-
dents earn substantially lower incomes than the regional population.
Study Area residents tend to be younger, have lower levels of educa-
tion, and are less likely to have children. Relative to the county, Study
Area residents are 50 percent less likely to own their home. Residential
housing values in the Study Area are about half of those in the county.

Educational attainment in the Knoxville region mirrors the national aver-
age. Approximately 8o percent of its residents have high school degrees,
and 25 percent have college degrees. At 78.4 percent, the percent of high
school graduates in the City of Knoxville is just below that of the region.
The percentage of college graduates in the city is equal to that of the region.

é"‘&
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ECONOMY

With healthy employment growth and low unemployment, the Knoxville econ-
omy is strong and appears poised to sustain continued growth. Above aver-
age employment in the Professional and Scientific fields and Education and
Health fields indicates a concentration of rapidly expanding and/or highly de-
sired knowledge-based professions. The following chart indicates employment
trends for the Knoxville Region:

Employment Trends: Knoxville MSA

Source: U.S. Bureau of Labor Statistics, 2005
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Since 1995, the Knoxville region has added 30,000 jobs. Unemployment has
remained below the national average over the last five years, indicating that job
growth in the region has kept up with the increase in residents. The following
table indicates major employers in the Knoxville Region:

Major Employers: Knoxville Region

Number of
Company Product Employees
U.S. Dept. of Energy - Oak Ridge Energy, Research 12,610
Covenant Health Health Care 9,317
University of Tennessee Education 8,104
Knox County Schools Education 8,000
Wal-Mart, Inc. Retail 3,606
St. Mary's Health System Health Care 3,225
Baptist Health System Health Care 2,820
City of Knoxville Government 2,500
University of Tennessee Med. Ctr. Health Care 2,500
Knox County Government 2.401

Source: Knoxville Area Chamber Partnership, 2005

Knoxville has a relatively stable employment base, with concentrations of
jobs in key fields. Large governmental or institutional employers such as the
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Oak Ridge facility and the University of Tennessee ensure a steady stream
of well-paying jobs with good benefits. The Baptist Health System, with
over 2,800 workers, is the seventh-largest employer in the region. Its flag-
ship facility is located in the Study Area, and employs approximately 1,600.
Overall demographic conditions in Knoxville are positive, reflecting a
strong economy that is likely to support growth opportunities in the region.

EMPLOYMENT

With 1,600 workers, the Baptist Hospital is the largest employer in the Study
Area. In addition, there are several industrial businesses in the area that con-
tribute to the regional employment base. The following lists industrial employ-
ers in the Study Area:

Industrial Employers
Study Area, 2005

Total Total
Industry Establishments Employees
Agriculture 1 5
Mining 0 0
Construction 5 42
Manufacturing 26 602
Transportation and
Communication 1 2
Wholesale Trade 13 255
Total 46 906
©CLARITAS INC. All rights reserved.

The above table indicates that a total of 9o6 industrial jobs are provided in the
study area, primarily in manufacturing and wholesale trade. Valley Apparel,
with 200 employees, and Rinker Materials, with 150 employees, are among the
largest employers in the study area. In addition to the above industries, an
analysis of employment data and a field survey reveal 190 jobs in building ma-
terials and garden supply and 20 jobs in retail. These jobs, along with hospital
employment, amount to an estimated total of 2,700 jobs in the Study Area.

A survey of industrial and heavy commercial facilities conducted by the city in
2003 identified 20 buildings in the Study Area with a total of 715,000 square
feet of space, or an average of 37,500 square feet per building. One building
was identified as vacant, creating a vacancy rate of 3.7 percent. Based on a
windshield survey in December of 2005, it was determined that several other
buildings are partially vacant, raising the overall vacancy rate.
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1.4 MIXED-USE MARKET POTENTIAL &
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The highest and best use potential for
the South Waterfrontis not a single use,
but rather the co-location of a variety
of complimentary uses. For example,
hotels and offices are complimentary
uses, as are restaurants and offices.
Nevertheless, each component or use
must be evaluated separately to deter-
mine market demand and feasibility,
with the understanding that its pres-
ence in a mixed-use, waterfront devel-
opment will add value to the whole.

6"3‘%

RESIDENTIAL DEVELOPMENT
Located in what is known as the South City area of Knoxville, the Study Area’s opportu-
nities are driven by its proximity to downtown, as well as its location to the waterfront.
The site is in fact part of Knoxville’s “Greater Downtown” which includes the Central
Business District (CBD), the University of Tennessee, surrounding neighborhoods, and
Fort Sanders (see map, page 3).
Our conclusions with regard to residential development are:

1. The region is experiencing substantial growth in housing;

2. Most of this growth is occurring in suburban communities;

3. Demand for dense, walkable neighborhoods is significant and largely unmet;

4. Much of the demand for market-rate urban housing is currently not being met,

suggesting an important housing opportunity for the Study Area.

Housing Supply

Housing supply for the Study Area is affected by trends occurring in the region, in the
central city, in downtown, and at the national level. Therefore, it is necessary to examine
at each level, and the interrelationships between the three, in order to gain insight into
the housing opportunities that exist.

KNOXVILLE REGION

Between 1995 and 2004, the Knoxville/Knox County area added 36,000 housing units,
or an average of 3,600 units per year (Knoxville MPC). The U.S. Department of Housing
and Urban Development (HUD) projects that the region will add an average of 4,300
units per year over the next three years. Between 1995 and 2004, 73 percent of new
residential units were constructed outside the city, primarily to the west and north where
land is available. The combined housing additions in the Southwest and Northwest
Planning Sectors accounted for 41 percent of the region’s growth, while the North Plan-
ning Sector accounted for an additional 16 percent.

KNOX COUNTY
BUILDING PERMITS
2004

KNOXVILLE
* BAUNDARY.,

1 i
- e

MPC Flanning Sectors
2004 Residential Building Permits

1 Dot = Housing Unit
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CENTRAL CITY KNOXVILLE

Despite the Study Area’s location in South City, its market opportunities are
more closely aligned with the Central City, due to its proximity to downtown,
the University of Tennessee and the waterfront. This area has a population
of 48,000 and includes the CBD and the university, along with surrounding
neighborhoods such as Fort Sanders, Mechanicsville, Morningside, and Lin-
coln Park.

Recent trends indicate a rapid acceleration in demand for central city housing.
In 2004, the area added 786 new housing units, representing 17 percent of the
regional housing growth for the year — more than double the historical average.
Since there were 351 demolitions in the central city, there was a total net gain of
417 housing units in the city.

DOWNTOWN KNOXVILLE

Following national trends, Downtown Knoxville has experienced a relative boom
in market-rate housing development, adding roughly 150 units between 2000
and 2005, or 30 units per year. This pace has accelerated, with 170 units current-
ly under construction or accepting presales. The Knoxville MPC indicates that
an additional 190 units are in the planning stages. Following are representative
downtown housing projects that have been developed within the last five years:

Rivertown Promotory Point
Type: Condominium Type: Condominium
Status: Under Construction ISJ‘aFUS¢ ggmpleted 2003
e nits:
Hnﬁ's 1d: 451(3) Units Sold: 20
o 9 . Absorption Rate: 2 units per month
Absorption Rate: 5 presales per month
. Unit Mix/Pricing:
Unit Mix/Pricing; Unit Type Size (f.) Sale Price Sale/SF
UnitType _Size (sf) Sale Price SalelSF 2Bedroom 1,650  $300,000-8350.000 $196.96

2-Bedroom 1,400  $250,000-$300,000 $19643 3-Bedroom 2,000  $375,000-$450,000 $206.25
3-Bedroom 1,450  $250,000-$300,000 $189.66

Comments: Waterfront development. New construction.
Sold out in less than one year.

Fire Street Lofts Sterchi Lofts
Type: Condominium Type: Apartment
Status: Under Construction Status: Completed 2001
Units: 28 Units: 100
Units Sold: 26 Occupancy: 95%
Absorption Rate: 3 presales per month o

Unit Mix/Current Rents:
Unit Mix/Pricing . .

Unit Type Size (s.f) Rent Rent/SF
Unit Type Size (s.f) Sale Price Sale/SF

1-Bedroom 600 $700 $1.17
1-Bedroom 1,050  $180,000-$210,000 $185.00 2-Bedroom 950 $950 $1.00
1-Bedroom 1,732 $260,000-$290,000 $159.00 3-Bedroom 1,280 $1,350 $1.05
2-Bedroom 1,450  $220,000-$280,000 $172.00 4-Bedroom 2,180 $1,700 $0.78

3-Bedroom 1,850  $280,000-$310,000 $160.00

. . . Comments: Located near Old City on Gay Street.
Comments: Located in Old City. Renovation. One Renovation.

reserved parking space per loft.

There is currently a proposal for a waterfront development located at the glove
factory site on Blount Avenue. These plans call for 140 units in the first phase of
development that will be marketed at $190,000 to $250,000 per unit, or $200
per square foot. A total of 100 boat slips will be included, with one-third to be
sold to homeowners in the facility and two-thirds to be rented to the public.

6"‘&
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Housing Demand

The level of housing demand for the Knoxville South Waterfront is impacted
by a variety of factors, including regional growth patterns, demographics, in-
comes, and housing trends. The following table estimates the amount of an-
nual demand for urban housing in the region:

Market Demand for Urban Housing, Knoxville Region, 2005
Units _ Percent

Annual Regional Housing Growth1 4,300
Market for Dense, Walkable Communities2 30%
Urban and New Urban Housing Demand 1,290
Percent Urban Housing Demand 55%

Annual Demand for Urban Housing 710

1 U.S. Department of Housing and Urban Development, April 2005
2 University of Southern California School of Policy, Planning and Development, 2002

Demographic Data provided by Claritas, Inc. 2005

A recent study (see table above) indicates that 30 percent of a region’s annual
housing market demand is for dense, walkable communities. This would rep-
resent a baseline estimate of regional demand for some 1,290 housing units in
the Knoxville Region.

Demand for these units should be seen as divided between urban neighbor-
hoods in and around Downtown Knoxville and new developments that incor-
porate elements of Traditional Neighborhood Design (TND) or New Urban-
ist principles. Further, our research has revealed that family households with
children, which comprise 30 percent of all households in the region, have not
been inclined to relocate to central city communities for a number of reasons,
including insufficient space and negative perceptions of school systems. This
demographic factor, as well as preferences for TND communities by some of
the market, we estimate that 55 percent of the total market for dense, walkable
communities could actually be captured by urban neighborhoods, provided the
appropriate products and environment are offered. This amounts to a total
annual demand for urban housing of 710 units. This number roughly corre-
sponds with the total housing units added to the Central City in 2004.

The 710 units of annual demand for urban housing would be distributed through-
out Knoxville’s Central City. Based on current real estate trends in Knoxville, as
well as research and field work conducted in other cities, we find that the South
Waterfront and CBD will capture a disproportionate share of urban housing de-
mand from higher income households. This is due to market potential as well
as the complexity of development in these areas that necessitate higher returns
on investment to ensure project feasibility.



1.4 MIXED-USE MARKET POTENTIAL &
FEASIBILITY [A] RESIDENTIAL

Based on current market trends, we estimate that new market-rate residen-
tial properties on the South Waterfront will sell for $250,000 at the base-end
to $700,000 at the high-end, with the majority of units selling for less than
$400,000. Prices for units not on the water closer to Sevier Avenue will be sub-
stantially lower, in the $175,000 to $250,000 range. Rental units on the water
will range from $900 to $1,500 depending on size and amenities. Rents away
from the water will start at $700 per month.

Based on affordability standards, we estimate that 58 percent of the market for
urban housing will be income-qualified for new housing in the South Waterfront
(a minimum income of $35,000 to rent a $700 per month apartment), result-
ing in a potential market of 412 units. Current downtown housing trends in
Knoxville indicate that the CBD and Old City could absorb up to 170 units per
year over the next several years, reducing the amount of qualified housing de-
mand for the South Waterfront to 242 units. We estimate that approximately 50
percent of this demand can be captured along the South Waterfront, for a total
of 121 units, with the other 50 percent being captured throughout the central
city (but outside the CBD).

This market for central city housing will be attracted to units with larger spaces
and single family or townhome units, while the South Waterfront market will
be attracted to the waterfront, downtown views, denser housing and proximity
to nearby amenities. These may include a greenway, park(s), retail, entertain-
ment, and marina(s). Within the income-qualified market for urban housing,
the South Waterfront will still capture a disproportionate share of higher in-
come households. The following table indicates the potential annual market
demand for housing along the South Waterfront:

Market Demand for South Waterfront Housing, Knoxville Region, 2005
Units  Percent

Annual Demand for Urban Housing 710
Percent Income-Qualified ($35,000 and up) 58%
Income-Qualified Urban Housing Market 412
-170 Units Downtown Housing Demand 242
Percent Market Share of remaining units 50%
Annual South Waterfront Housing Demand 121

Demographic Data provided by Claritas, Inc. 2005

The above table indicates a market support for approximately 100 to 150 units
of housing annually for the South Waterfront site. This assumes that the entire
area will be developed as part of a coordinated plan, that incompatible uses
such as the asphalt plant will be removed, and that complimentary uses (i.e.
park and greenway, retail, marina, entertainment) will be developed.
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FEASIBILITY [A] RESIDENTIAL to appeal to the broadest market possible. If industrial uses remain, housing
occurs in a piecemeal, uncoordinated way, or complementary public and pri-
vate uses are not developed, absorption will slow considerably, perhaps as low
as 50 to 75 units per year.
Housing phasing should occur first along the waterfront, where the market is
strongest. As waterfront amenities such as parks space, restaurant/entertain-
ment, and retail, demand for housing that is not directly on the waterfront will
increase. Therefore, efforts along Sevier Avenue should occur in subsequent
phases. With a good framework plan in place, a new market dynamic will exist
after ten years of implementation, and development will build on previous suc-
cesses, with less intervention from the public sector.

Market Segments

Understanding the market segments that will be attracted to housing in the
South Waterfront area lends insight into the type of housing best offered in
order to optimize housing demand capture. Interviews with local realtors, and
research in downtown markets throughout the South and Midwest, reveal the
following housing demand by market segment for the South Waterfront:

Projected Demand by Market Segment, Knoxville South Waterfront

Market Segment Percent Annual Demand 5-yr Demand
- College age (18-24 yrs) 10% 12 61
- Empty nesters ( >50 yrs) 30% 36 182

- Recent graduates, singles,
Couples without children

(25-45 yrs) 35% 42 212
- Recent relocations 20% 24 121
- Families (children) 5% 6 30
Total 100% 121 605

Data provided by Development Strategies

Different demographic groups will have unique housing needs. College age and
recent graduates will show a preference to location near employment, school,
and/or entertainment and retail space. Empty nesters (parents whose children
have left home) will place a high priority on space, as well as covered parking.
This group will typically hit the highest price points in the market, will also be at-
tracted to retail and entertainment, but will want to be distant enough that they
are not impacted by noise. Couples will be more attracted to three-bedroom
units than singles. Families will value space, but are not significant generators
of overall demand in this market.

6"3‘%
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The presence of appropriate retail development in a mixed-use district gen-
erates activity, adds value to surrounding development, and provides useful
neighborhood services. A substantial amount of retail “strip” commercial
development exists along Chapman Highway, just south of the Study Area.
Therefore, the following questions must be answered to establish a retail strat-
egy for the South Waterfront:

Does excess retail demand currently exist in the market?

If yes, what type of retail?

If no, can a market be created?

Assuming a retail market exists, what types are appropriate and how
much?

AW N A

The South Waterfront has three sites that have the access and visibility needed
for retail development. They are: 1) the Chapman and Blount intersection, 2)
the Gay and Sevier intersection, and 3) the James White Parkway interchange
(see map, page 6 for commercial development opportunities). To determine
whether there is sufficient market demand for these sites, the amount of exist-
ing regional retail demand must be determined. Additionally, the amount of
neighborhood demand that will be generated through new housing develop-
ment recommended in this plan must be assessed.

Existing Retail Competition

Shopping centers within a five-minute driving range of the Study Area were
identified to determine the immediate competitive retail environment (gener-
ated by Claritas Inc). The market area has three retail concentrations that
are deemed competitive: 1) Magnolia Avenue Shopping Center; 2) Chapman
Highway, just south of the river; 3) Chapman Highway between Parkway Shop-
ping Center and Parkway South. The following table lists the shopping centers
within these concentrations:

Name Total GLA Vacancy Year Built

1 Magnolia Shopping Center 32,000 0% 1940
2 2623 Chapman Hwy 33,000 o% 1989
3 Parkway Shopping Center 56,000 0% 1979
3 4006 Chapman Hwy 71,000 67% 1971

3 4011 Chapman Hwy 27,000 59% 1966
3 Food City Center 50,000 65% 1965
3 Chapman Square 107,000 25% 1985
3 Venture South 79,000 0% 1988

6"‘&
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Of the three retail concentrations, the third is the by far the largest, with 390,000
square feet of gross leasable area (GLA). The oldest center, the Magnolia Shop-
ping Center, was built in 1940 and is fully leased, perhaps due to a lack of com-
petition in the direct surroundings. The second location (Chapman Highway)
is the most recently built center and is also fully leased. Vacancies in the third
location, however, are very high, ranging from 25 percent to 67 percent.

Maps based on the US Census of 2000 (ersys.com) show that the population
of the market area has both the highest density as well as the lowest median
household income level in Knoxville (under $25,000/year). A wealthier popula-
tion can be found mostly in the low density western suburbs of the city (over
$55,000/year). With the exception of these suburbs, the city has experienced
no growth in recent years and in some parts, has even experienced a decline in
population. The market region has the lowest median age of the city, with an
average age of between 25 and 30.

Legend - Incore Distribution (000) Legend - Cengus 2000 Growth Over 1990

Over 55 45t055 35t0d5 251035 Under 25 Over 100 | 66- 100 | 33-66 | 1 - 33 | Under 1
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FEASIBILITY [B] RETAIL Comparing supply and demand (Claritas) shows that there is a general oversupply of retail in the market
area. These findings correspond with the high vacancy rates in nearby retail concentrations. Certain cat-
egories, however, form an exception:

Net retail sale Market within Market within
CLOTHING potential in s.f. 5-minute range 10-minute range
Most clothing categories show an op- TOTAL 771,516 -3,788,43

portunity gap in both the five and ten
minute range. However, large differ- ~ CLOTHING

ences exist by subcategory, suggesting Men -6,086 7,281
an undersupply of women’s and family ~ Women 2,590 24,660
clothing apparel. Children 987 3,055

Family 5,470 4,992
GENERAL MERCHANDISING Accessories 601 1,545
In the five minute range there is a short- Shoes 851 1,189

age of all general merchandising cate-

gories. For example, there are no super ~~ GENERAL MERCH

stores (such as Walmart or Target) and Dept. Stores 34,776 -436,284
a shortage of department stores within Super Stores 27,174 22,288
this area. The ten minute range also

shows a shortage of super stores, but ~ SPORTING GOODS,

an oversupply of department stores. HOBBY, BOOKS

Sporting Goods 6,397 -5,311
SPORTING GOODS, HOBBY, BOOK/  Hobby/Toys 389 8,914
MUSIC STORES Book stores/News 439 -68,219
There is an opportunity gap in the five Record Stores 1,669 -8,063

minute range for most subcategories in
the sporting goods, hobby, book/music FOOD/DRUG STORES

category. However, most show a sur- Supermarkets -15,879 -133,787
plus in the ten minute range indicating Convenience Stores 3,644 1,503
these types of retail are located just out- Speciality Stores 634 7,884
side the five minute range. Drugstores 13,578 70,599
FOOD/DRUGSTORES

sources: Claritas net demand for by driving distances 2005: ULI’s Dollars and

Both in the five and ten minute ranges Cents of Shopping Centers, 2004,

there is a surplus of supermarkets but a
shortage of convenience stores and spe-
cialty stores. Drugstores show a short-
age in the five minute range and a sur-
plusintheten minute range, suggesting ~ The above analysis demonstrates thata market exists for some
there are a large number of drugstores ~ small specialty retail within a five-mile radius, but not for a
just outside the five minute range. large supermarket anchor, super store, or department store.

6"‘&
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Anticipated Neighborhood Demand

The addition of new residential housing units in the South Waterfront will ex-
pand the market for retail development. The following is an analysis of the antic-
ipated net gain in neighborhood retail demand as a result of the new residents:

Average Household Income, Knoxville Metropolitan Area

Per Capita Income 1999 $20,538
Average Household Size 2.38
Average Household Income $48,880
Knoxville MSA Per Capita Income Growth 1999-2003 15.8%
Anticipated Average Household Income of New Residences $70,000
Percent of HH Income Spent on All Retailing* 35.5%
Amount Spent on Retailing ($70,000 x 35.5%) $24,850
Average Sales per Square Foot (from ULI $&¢ of Shopping Centers) $265
Retail Square Feet Supported per Household ($24,850 + $265) 93.8

*From Consumer Expenditure Survey, 2003, by the U.S. Department of Labor.
** Also from CES, 2003, but selected by Development Strategies as representative of the kinds of

retailing that would likely be attracted to a downtown-riverfront-entertainment kind of location.

Considering the anticipated incomes of those who will likely occupy new hous-
ing in the South Waterfront (the average household income will exceed that
of the region), it is estimated that each new household will support about 95
square feet of retail space. However, because overall local submarket demand
will be insufficient even after the arrival of the projected new households to sup-
port large new retail additions, a substantial amount of locally generated retail
expenditures will continue to be made well outside the Study Area (including
those bought at supermarkets, super stores, large specialty stores, department
stores, auto dealerships, etc.). The following analysis indicates the scale and
type of waterfront-appropriate retail that could be supported by local demand
from the new residences built in the Study Area:

Pct of HH Income Spent on Riverfront-Appropriate Retail** 9.0%

Food away from home

Alcoholic beverages

Fees and admissions

Specialty household equipment

Specialty apparel and services

Tobacco products
Amount Spent on Riverfront-Appropriate Retail ($70,000 x 9.0%) $6,300
Average Sales per Square Foot (from ULl $&¢ of Shopping Centers) $310
Riverfront-Appropriate Sq. Ft. Supported per Household ($6,300 + $310) 20.3

Thus, 500 new units of housing developed in the Knoxville South Waterfront
would support 10,150 square feet of new riverfront-appropriate retail space. A
total of 750 units would support 15,225 square feet of space, and 1,000 units
would support 20,300 square feet of space.
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Competitive Market Positioning

In the competitive retail market, a new product in a superior location can per-
form well even when in an area that is over-supplied with retail space. How-
ever, this will often comes at the expense of an existing retail business or shop-
ping center. Retail development along the South Waterfront could also impact
downtown. A waterfront location with good accessibility and visibility will be
attractive to some types of retail — for instance, a boating merchandise store
would be ideally located adjacent to a marina.

Given the general oversupply of retail space in the market, careful consider-
ation must be given to determine appropriate specialty types of retail for the
South Waterfront that will not siphon demand from existing businesses. Nei-
ther a specialty grocery store that features organic foods nor an urban grocer
is likely to negatively impact existing supermarkets. An art theater will not
compete directly with a first-run cinema. Therefore, some space within the
plan should be flexible enough to capture a retail niche provider if such a ten-
ant can be secured.

Uses such as restaurants and marinas often penetrate a broader market than a
ten-minute driving distance typical for most convenience retailers. These uses
will not cannibalize on existing businesses in the area, because they draw from
a regional market area. Instead they enhance the market by bringing consum-
ers downtown that otherwise would not have reason to be there.

Retail Conclusions

There is currently insufficient market demand to support a conventional retail
anchor such as a grocery store, super store (i.e. Target), or a department store.
There is limited demand for specialty retail, apparel, sporting goods, and a
drugstore. As new residences are added to the South Waterfront, demand for
some types of retail, including restaurants, specialty apparel, and household
products will increase slightly.

Considering both regional and local demand factors, we recommend that sites
be made available to accommodate a total of some 25,000 square feet of eat-
ing and drinking establishments, 16,000 square feet of specialty retail and ap-
parel, and a possible urban grocery store. In addition, 15,000 square feet of
space should be set aside for the possibility of attracting a drugstore. Gay
Street and Chapman Highway represent the ideal locations for this type of re-
tail development. Based on the lack of regional market demand and difficult
vehicular access, the James White interchange is not recommended for retail
development.

6"‘&
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The trend in new entertainment districts emphasizes creating a sense of place.
Successful entertainment-oriented developments are increasingly in open-air,
mixed use environments, and have natural synergies with restaurants and retail
uses. As developers have become more comfortable with this trend, they have
invested in increasingly smaller markets such as Dayton, Louisville, and Boise.

A growing number of policy makers have seized entertainment-oriented devel-
opments as opportunities to rejuvenate their downtowns. An appropriately-lo-
cated and designed Urban Entertainment Center, coupled with new downtown
housing, could provide an anchor that draws people from throughout the re-
gion. This simultaneously brings pedestrian life downtown after five o’clock
and increases retail sales for the city.

Development Strategies (DSI) has assessed the current market conditions enter-
tainmentasitrelates toregional demand, regional competition, and site location.

Regional Demand

Entertainment-oriented developments increasingly become more refined and
specialized in their programming, and take on many forms. The following syn-
opsizes the two major categories identified:

«  Lifestyle Centers and Town Centers These developments exist in suburban lo-
cations and have a mix of entertainment options as well as small conventional
department store anchors and specialty retail stores. Both attempt to mimic the
public spaces and squares of historic Main Streets, and can consist of as much
as 500,000 to one million square feet of space. Parking is typically free.

«  Urban Entertainment Centers These centers are located downtown and combine
shopping, recreation, and entertainment, typically with a reduced emphasis on
retail. Entertainment may occupy as much as 40 percent of the total space,
and traditional department anchors are not present. Instead, anchors may in-
clude a cinema, entertainment-oriented retail (Nike Town), virtual reality/com-
puter gaming (GameWorks), live entertainment, and other attractions such as
an aquarium. Urban Entertainment Centers rarely exceed 200,000 square feet
in leasable area.

Given current entertainment trends and strong population growth in the Knox-
ville Region, it is likely that an entertainment-oriented development will be
introduced in the region within the next five years. Recently, several leaders
in entertainment-oriented development have begun to enter smaller markets.
Following successes in markets of over two million people (such as Miami,
Pittsburgh, and Cincinnati), renowned developers Steiner + Associates and The
Cordish Company have developments underway in Dayton and Louisville re-
spectively — both markets of approximately one million people.

Other entertainment-oriented developments are now occurring in even small-
er markets like Toledo, Ohio and Boise, Idaho — each consisting of less than
700,000 people. In both instances, the developments use cinemas as anchors,
and retail space is 80 percent occupied in less than one year of lease-up.
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Regional Competition

Successful entertainment-oriented developments have occurred in downtowns as Urban Entertain-
ment Districts (often with incentives) and suburban locations in the form of Town Centers and Lifestyle
Centers. Following is a selection of representative developments occurring in the last five years:

Project:
Region/Population:
Location:

Project Type:

Year Opened:
Anchor(s):

Retail/Entertain. Square Feet:

Project:
Region/Population:
Location:

Project Type:

Year Opened:
Anchor(s):

Retail/Entertain. Square Feet:

Project:
Region/Population:
Location:

Project Type:

Year Opened:
Anchor(s):

Retail/Entertain. Square Feet:

Project:
Region/Population:
Location:

Project Type:

Year Opened:
Anchor(s):

Retail/Entertain. Square Feet:

Project:
Region/Population:
Location:

Project Type:
Planned Opening:
Anchor(s):

Retail/Entertain. Square Feet:

Project:
Region/Population:
Location:

Project Type:

Year Opened:
Anchor(s):

Retail/Entertain. Square Feet:

Peabody Place

Memphis (1.1 million)
Downtown

Urban Entertainment Ctr.
2001

Cinema, Computer Gaming
532,000 square feet

4th Street Live!

Louisville (1.1 million)
Downtown

Urban Entertainment Ctr.
2004

Live Entertainment, Bookstore
270,000 square feet

Newport-on-the-Levee
Cincinnati (2 million)
Downtown/Waterfront
Urban Entertainment Ctr.
2001

Cinema, Aquarium
200,000 square feet

Levis Commons
Toledo (670,000)
Suburban

Lifestyle Center
2005

Cinema, Bookstore
250,000 square feet

The Greene Town Center
Dayton (850,000)
Suburban

Town Center

2006

Cinema, Bookstore
500,000 square feet

BoDo

Boise (530,000)
Downtown

Urban Entertainment Ctr.
2005

Cinema

93,000 square feet
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Market support may exist for an Urban Entertainment Center in Downtown Knoxville, al-
though at a smaller scale than what could occur in suburban Knoxville or in a downtown
in a larger-market. Such a development would likely not exceed 90,000 to 100,000
square feet, including a movie theater. Since a movie theater is currently under con-
struction on Gay Street in downtown, the net amount of additional supportable enter-
tainment development would be in the order of 60,000 square feet. The center should
be located close enough to the theater to take advantage of synergies created by com-
plimentary uses.

Site Location

Several potential sites have been identified for an Urban Entertainment Center in Down-
town Knoxville, each with its own opportunities and constraints. The following five
sites, two of which are in the South Waterfront, have been identified and evaluated
based on their market strengths, availability of land, and ability to stimulate additional
investment:

«  Cumberland and Henley. Located at the intersection of two heavily-traveled roads,
this site has maximum visibility and accessibility, and is within view of the Tennes-
see River. This site is also located at a critical junction between downtown and the
University of Tennessee. A well-designed Urban Entertainment Center could pro-
vide the vital missing link between the two. The site is near the convention center,
creating a marketing opportunity for this particular facility.

. Old City. Already a thriving entertainment district, this area still has several vacant
sites that could be acquired and assembled. However, new development in this
area could impinge on existing stores and shops, and might disrupt the quaintness
and historic feel of the area.

«  Cumberland and Gay. The only large parcel remaining on historic Gay Street, this
site has excellent visibility. It is within a five-minute walk of a new cinema that is cur-
rently under construction, and the development of new restaurants and entertain-
ment would create natural synergies between the two. Located one-half mile from
Old City, the two could compliment each other by appealing to different market seg-
ments, assuming careful consideration is given to the types of tenants attracted.

«  Chapman and West Blount. Located along the Tennessee River at the most heav-
ily-traveled intersection in the South Waterfront, this site could be attractive to en-
tertainment uses that take advantage of views of the waterfront and downtown
skyline. Some businesses would benefit from the lunch crowd generated by the
Baptist Hospital. At a distance of nearly one mile, the site is the most remote from
the new cinema development on Gay Street.

. Sevierand Gay. Located along the river on the South Waterfront, this site presents an
exciting opportunity to create a third node of activity along Gay Street. A front-door
could be created to Sevier Avenue, improving the marketability of this main street
for redevelopment efforts. The site is just over one-half mile from the new cinema.
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Entertainment Conclusions

Knoxville is primed to receive its first urban entertainment-oriented develop-
ment within the next five years, and a downtown site is most promising. With
a critical mass of dining and entertainment uses developing on Gay Street, the
Gay and Cumberland or Cumberland and Henley intersections present the best
opportunity locations for this type of development. Approximately 20,000 to
30,000 square feet of restaurant and other uses that specifically take advantage
of waterfront views should be located in the South Waterfront. Entertainment
uses that do not relate to the river (i.e. a computer-gaming facility) should be
located as close to the new cinema on Gay Street as possible not across the
river.

The Sevier and Gay location is preferred for the location of restaurants because
of its closer proximity to the cinema and other opportunities along Gay Street
and in Old City. A rubber-wheel trolley linking these entertainment uses on Gay
Street is recommended. The design should take advantage of riverfront views,
and be located near other waterfront amenities, such as a promenade, water-
front park, and/or amphitheater.

An alternative to market-driven entertainment is the development of a cultural
amenity, such as a museum or performing arts center. Such facilities would
give the South Waterfront a strong identity, and draw people from throughout
the region and beyond. This, in turn, will bolster other types of business devel-
opment in the district.
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Office development can be an important component of a mixed-use development, and
can have market synergies with restaurant, hotel, and some retail activities. Three types
of office development are possible: corporate office, speculative or general office, and
business services office. Speculative office is market driven and can occur in either a
stand-alone office facility or as part of mixed-use buildings that also contain retail and/
or residential development. Business service office, such as an accounting firm, is also
market driven as a function of income and population and can be evaluated in a fashion
similar to retail. Corporate office relocation occurs as a function of economic develop-
ment trends and opportunities, and is influenced more by the city’s relative success at
business recruitment and retention efforts rather than by market forces.

Speculative Office

The Downtown Knoxville office market lends insight into market opportunities for the
South Waterfront. Consistent with other downtowns in small and mid-sized markets,
downtown office development in Knoxville has been stagnant over the last several years.
On the other hand, the suburban office market has seen substantial growth in Knoxville.
The following table highlights recent office trends:

Greater Knoxville Office Market

Market 2000 200§ Annual Change
Downtown
Buildings 77 71 (1.2)
Gross s.f. 6,137,693 5,962,999 (34,939)
Avg. Building Size (s.f.) 79,710 83,986 855
Vacancy Rate 91% 15.9% 1.4%
Suburban
Buildings 355 451 19.2
Gross s.f. 10,064,296 13,740,062 735,153
Avg. Building Size (s.f.) 28,350 30,466 423
Vacancy Rate 7.0% 10.3% 0.7%

Source: Knoxville-Knox County MPC, 2005

While the downtown office market has been stagnant for some time, recent construction
reveals a strong demand for office buildings in the regional marketplace. Since 2000,
96 office buildings have been constructed in suburban locations, for an average of 19
new buildings per year. Over the same period, there has been no new office develop-
ment downtown. The majority of new office development has occurred in the western
suburbs, with several new office buildings constructed in the Pellissippi submarket.

The lack of recent interest in downtown office space may be due to a lack of newer build-
ing product. Since 1980, just 10 new office buildings have been constructed, totaling
33.5 percent of downtown office supply. These office buildings cumulatively have a va-
cancy rate of less than one percent; versus 16.0 percent for office buildings constructed
over 25 years ago. The 2005 downtown vacancy rate of 15.9 is up considerably from
2004, when it was 8.8 percent. This is due to a recently-vacated TVA East Tower, which
added 211,863 vacant square feet to the market.
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Based on current trends, it is likely that new speculative office space, particularly if it is
located along the waterfront adjacent to restaurants and/or services, will be attractive to
some tenants. The recent abandonment of the Tennessee Valley Authority (TVA) tower
has softened the downtown market, and is cause for caution. Because of the site’s
unique qualities (the only downtown office space on the waterfront), we believe there is
a small but distinct market for speculative office space in the South Riverfront. If water-
front space is acquired with good access and visibility adjacent to the Baptist Hospital or
James White Parkway, and industrial uses are relocated, we anticipate a two percent cap-
ture of regional growth, for 80,000 square feet of office space over a five year period.

Service Office

There will be market-based opportunities for some limited office services resulting from
the addition of housing units to the South Waterfront. Generally, a market of 10,000
people is needed to support a full range of services. Current market demand is met
along Chapman Highway, at the Baptist Hospital, and downtown. The following indi-
cates the types and amount of office space demand that will be generated by the addi-
tion of 1,000 new units of housing in the South Waterfront:

Household Buying Power Support of Office Space, Knoxville South Waterfront
Average Household Income, Knoxville Metropolitan Area

Per Capita Income 1999 $20,538
Average Household Size 2.38
Average Household Income $48,880
Anticipated Average Household Size of New Residences 2.00
Anticipated Average Household Income of New Residences $70,000
Projected Per Capita Income of New Residents $35,000
Per Capita Income Spent on Neighborhood-Appropriate Services* $3,098
Supportable Services (Based on 1,000 housing units) ** Square Feet
Personal Care 1,200
Accountant 2,000
Bank 3,000
Dentist 1,500
Other 4,000
Total 11,700

*From 1997 Economic Census. Appropriate services include legal, accounting, finance, real estate, den-
tist, optometrist, chiropractor, video rental, child day care, fitness center, banking. Services were selected
by Development Strategies as representative of the kinds of services that would likely be attracted to a
mixed-use neighborhood location.

** From ULI’s Dollars and Cents of Shopping Centers, 2004.

Based on the above data, 1,000 new units of housing (which is not likely to occur before
year five) will support roughly 12,000 square feet of office services. The existing Baptist
Hospital employer, and an additional 1,000 units of housing (approached around year
10), create added demand for laundry services and other personal services. Other types
of services may choose to locate in the South Waterfront, but this will likely involve a
relocation of these services from an existing location in the market, as opposed to the
addition of new services.
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Corporate Offices

Office market forces have little impact in the site selection process for a corpo-
rate relocation. Companies are more concerned with factors such as availabil-
ity of land, incentives, a skilled workforce, and the presence of entertainment
and cultural amenities. If the City of Knoxville chooses to recruit a corporate
office, the most attractive sites will be those adjacent to the Baptist Hospital
along the waterfront, and near the James White Parkway.

The sites adjacent to the Baptist Hospital are better connected to the down-
town via transit, but will necessitate sizable parking garages due to a lack of
space. Sites adjacent to the James White are attractive due to their easy freeway
access.

A strategic asset for the James White location is that, unlike the sites near the
hospital, it is not critical that it be developed in the short term. The site could
remain vacant for five to ten years as the city works to attract a corporate office.
Barring an interested corporate office occupant within the next five years, the
sites adjacent to the hospital would be better developed as restaurant, retail,
hotel, or mixed-use projects that would stimulate interest and act as catalysts
for the entire South Waterfront.

Office Conclusions

While the downtown speculative office market is soft, new, waterfront office
facilities in a unique mixed-use environment should be able to capture a share
of regional demand. The amount of new housing units proposed cannot sup-
port a full range of office services, but demand for some services will be created
as the 1,000 unit threshold is approached. Once sites are secured and restau-
rant and park uses are established, we recommend that 80,000 square feet
of speculative office be phased in over a period of five years. We recommend
12,000 square feet of service office space be developed in pace with the first
1,000 units of new housing. We recommend the James White interchange as
the preferred location for new corporate offices. It is strategically less impor-
tant that this site be developed in the next ten years, allowing time for the city’s
recruitment efforts to bear fruit.
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FEASIBILITY [E] HOTEL tend to enhance their image and identity. They have synergies with office, en-
tertainment, specialty retail, and restaurant uses. Therefore, the South Wa-
terfront will be attractive for a hotel chain, provided market support exists.
In turn, hotel patrons will provide some support for retail and entertainment
uses, particularly if the hotel targets conference attendees and tourists.

A hotel located in the South Waterfront will be in the competitive environment

of the Greater Downtown. The following table indicates existing supply in the
Knoxville Hotel Market:

Downtown Hotel Supply, Knoxville 2005

Hotel Product Type  Year Built Days Open Rooms Annual Rooms
Marriott Luxury 1972 365 378 137,970
Crowne Plaza Luxury 1983 365 197 71,905
Holiday Inn Select Convention 1983 365 203 106,945
Hilton Luxury 1982 365 317 115,705
Cumberland House Luxury 2005 365 130 47,450
Hampton Inn Commercial 2006 365 8g 31,025

Totals: 1,400 511,000

Downtown Occupancy: 62.5%
Annual Hotel Demand: 319,375

Knoxville Tourism Alliance, 2005

The above table indicates there are 1,400 hotel rooms in Greater Downtown.
Interviews with area stakeholders indicate that the average annual occupancy
rate runs between 60 percent and 65 percent. It is noteworthy that four of the
six hotels are luxury hotels, comprising 73 percent of the total rooms in the
downtown submarket.

Two hotels have been built since 1983. The Cumberland House, completed
earlier in 2005, is the only hotel adjacent to the University. The Hampton Inn,
scheduled to complete construction in Spring of 2006, gives the downtown its
first commercial hotel, and will appeal to a different market segment than the
existing downtown hotels.

A number of factors influence hotel demand, including convention business,
meeting business, tourism, airport capacity, the presence of major attractions,
levels of expendable income, and the current state of the economy. Employ-
ment, office space, and market size indicate the scale of the local economy, and
the downtown'’s relative market position, which affect hotel demand.
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The following table compares these three downtown hotel market indicators with selected regions in the United States:

Regional Comparison, Downtown Hotel Demand Indicators, 2005

Demand Indicators

City/Region Downtown Annual Downtown Downtown Regional Pop. Annual Rms./ Annual Rms./ Annual Rms./
Hotel Rms Rooms Worker Office SF Downtown Worker 1,000 SF Office 1,000 Pop.
Little Rock 1,750 638,750 42,000 6,000,000 585,000 15 106 1092
Toledo 850 310,250 N/A 6,500,000 620,000 N/A 48 500
Knoxville 1,400 511,000 23,000 6,000,000 690,000 22 85 741
Omaha 1,700 620,500 34,000 9,000,000 720,000 18 69 862
Greenville, S.C. 700 255,500 17,000 3,000,000 960,000 15 85 266
Jacksonville 2,100 766,500 55,000 11,000,000 1,100,000 14 70 697
Nashville 2,950 1,076,750 46,000 8,500,000 1,200,000 23 127 897
Charlotte 4,110 1,500,150 61,000 17,000,000 1,500,000 25 88 1000

Development Strategies, 2005

The table above indicates that there is likely to be an adequate supply of hotel space in Downtown Knoxville for the near to mid-term.
The city has a high number of downtown hotel rooms relative to the amount of employment and office space in the downtown, as
well as relative to the size of the regional market. This is probably due to the presence of the University of Tennessee, and Knoxville's
proximity to the Smokey Mountains — a major national attraction. The downtowns of Omaha and Little Rock have more hotel units
relative to their regional populations, and this is likely due to their greater concentrations of employment and office functions which
drive up demand.

Hotel Conclusions

The downtown hotel market does not have excess demand, particularly in the luxury market segment. The development of a mixed-
use district with retail, office, and entertainment functions could become an attraction that creates its own demand for additional
hotel rooms, in much the same way demand for a hotel adjacent to the University of Tennessee drove the market for the Cumberland
House. This underscores the fact that new hotel facilities should not be anticipated until other development has occurred. If the
appropriate pieces fall into place, an opportunity may exist for a smaller boutique hotel with up to 100 units.

The intersection of Chapman and Blount is an obviously promising location for any new hotel facility. Its advantages include: 1)
adjacency to the Baptist Hospital, 2) panoramic views of the waterfront and downtown, 3) high traffic counts along Chapman, 4)
proximity to the convention center, and 5) a grade change to the west that allows for and underground parking garage below adjacent
planned park space.

A hotel at this location would also be within a reasonable walking distance to restaurant, retail, and entertainment uses on the
waterfront. It would appeal to tourists and convention-goers primarily who will be more likely than business travelers to shop, and
therefore add greater benefit to the district.
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Recreational boating generates activity and increases interaction with urban waterfronts.
Marinas have proven to be value-adding enterprises, particularly when associated with
adjacent residential, entertainment, retail, and open space development. Demand for a
downtown marina has been tested by the Volunteer Landing facility on the north side of
Fort Louden Lake, which has been moderately successful.

The market potential for additional recreational marinas in Downtown Knoxville is eval-
uated here for both the for-sale market and the rental market. Sales of boat slips, some-
times referred to as “Dockominiums”, typically occur with the sale of waterfront homes
or condominium apartment units. Boat slips in marinas are rented on a monthly or
annual basis, with the exception of “Transient” slips, which are rented daily.

Rental Market

A survey of large rental marinas throughout Knox County was conducted in December of
2005. Of the six marinas contacted, four responded. The survey requested information
fromthe peaksummerseason,andtheaggregateresultsare providedinthefollowingtable:

Summer Boat Slips, Knox County 2005

Total Estimated Slips 1,368
Slips Surveyed 946
Percent Occupied 1%
Annual Slip Increase 32
Average Annual Rate/

Linear Boat Foot $95.35
Average Boat Length (feet) 34.5

DEVELOPMENT STRATEGIES, 2005

The above table indicates a mature marina market with a moderate growth rate resulting
from population increase and a growing number of households in higher income strata.
Because boats are generally considered to be luxury purchases, the market is sensitive
to changes in the local economy. Projections indicate an additional 14,000 households
will earn more than $100,000 annually in the Knoxville Region by 2010 — a strong posi-
tive sign that the demand for new boat slips will continue.

Despite these numbers, the demand for new rental slips downtown is unproven. Volun-
teer Landing, with 111 boat slips, is currently operating at 75 percent occupancy, and has
not expanded in several years, despite capacity to do so. Local marina owners and boat-
ing enthusiasts cited strong river currents, the narrowness of the river relative to nearby
lakes, and a lack of waterfront activities as reasons for its limited demand.

New development along the South Waterfront with activity generators such as a wa-
terfront park with public festivals will stimulate interest in the Greater Downtown. We
estimate that the with more riverfront activity, the rental market could capture 15 percent
of annual demand for boat slips, or five slips per year.
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For-Sale Market

The emerging market for private boat-slip ownership figures to have a signifi-
cant impact on the South Waterfront. While it is difficult to estimate the number
of boat-slips purchased, the sale of boat slips in at least one new development
is encouraging. The new Rivertown Condominiums on the South Waterfront
sold out 18 boat slips in under six months. The price of each slip was $25,000
and was added to the final price of the condominium unit. The velocity of these
sales suggests an underserved market.

Based on current market data and interviews with real estate brokers and boat
manufacturers, we estimate that a market exists in the South Waterfront for
approximately 12 to 15 boat slip sales per year. This assumes the South Water-
front can continue to absorb approximately 50 for-sale residential units with
waterfront access over the next five to ten years. We anticipate that the sale of
slips will be robust in the first several years of waterfront development, perhaps
reaching 25 sales per year, before leveling off.

Marina Conclusions

Due to sometimes heavy currents, competition from other marina locations,
and a lack of waterfront activity, the market for downtown rental slips is current-
ly soft and is not likely to improve without substantial waterfront development.
The for-sale market for boat slips is currently underserved, and is a potential
growth area in the market. Assuming waterfront housing can continue to de-
velop at a pace of 50 units a year, we anticipate market support for 15 boat slips
per year, primarily in the for-sale market.
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PHASING STRATEGY

Successful mixed-use developments, often referred to as MXD for short, like
any single use, occur because there is ample demand for the product, be it
housing, retail, etc., that is offered. Because of the increased complexity as-
sociated with multiple uses, they are more dependent on factors such as urban
design, which must resolve issues with potentially conflicting uses, and phas-
ing, which is necessary to ensure that market synergies are capitalized on. The
following table indicates potential market synergies and land use conflicts:

@ g ?; E - c 8 _
Primary Use Components £ ) R E - T -] 0w -3 v] = Q -9
Residential u] L] X X _1_ a | Q [ ] x | .“_
Offices . a - a - L ] a a L] L]
Hotel a Q L ] 0 u] L] 4 L] | X —
Retail: C_un_v;l_e_n-c_e_ - L J ‘ . J a T -X_ 1 J 4 L] ]
R‘e;l:_Spec ialty Sfurv-; a - L a ‘ L] L L x L] Jd .|
Retail: Comparisen - .| ] L ] L] - ] J .| .|
Entertai Bars & R : N L] @ L] L ] ] . a L] . ul
Entertainment: Theaters | - - ﬁ__l T L L] L] 4 d - X
Entertainment: Sports - ‘ 4 | 4 0 ] a d [ ] . . X
-h;:-lrinu B | - ] - a [ L ] L ] d - e
Health Care -lal - -Tol-1T-Taa [ 0

| ;
| Level of Market Synergy in MXD

! ® Strong

| - Weak or Uncertaln

| = Meutral, Absence of Synergy
X Potential Market Conflict

The table above outlines the synergies between residential and marina uses,
specialty retail and entertainment uses, and hotel and office uses. It also notes
potential conflicts that entertainment and hotel uses bring with them. Based
on market support, land-use synergies, site development opportunities, and
the removal of certain uses detailed in this report, the following table offers a
phasing strategy that will maximize development opportunities in the South
Waterfront area.
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The preceding strategy outline was guided by the following framework:

Phase I. The first phase should allow for development where the mar-
ket is currently strongest. During this period, strategic public in-
vestments and land acquisition should occur in a manner that sets
up the next phase of development. For example, the Gay Street/Se-
vier Avenue intersection should be improved to increase access and
visibility for later development opportunities at this key location.

Phase II. Development in the second phase should build upon the momen-
tum of existing development and capitalize on synergistic opportunities.
As obtrusive land uses are removed, new development should occur in its
place, and complimentary uses, such as office and hotel space, should de-
velop concurrently. Publicinvestments in the framework of the development
should be completed to set the stage for the third phase of development.

Phase Ill. After ten years of public and private investment, the development
should build on itself. Public investment will be greatly reduced, giving
way to private, market-driven improvements. This frees the public sector
to focus on other initiatives, such as attracting a corporate headquarters.
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The following table illustrates the extent and timing of involvement that the
public and private sectors will have:

Development Program and Phasing Strategy

Knoxville South Waterfront

Category Phase I _Phase IT Phase 111 29?Year
(0-5 years) (5-10 years) (10-20 years) l'otal
Residential 500-600 units 500-600 units 1,000 units
Catalyst Existing Market Removal of Industry,  Close to Waterfront 2,000-2,200
Regional Growth New Parks Devel units
Location Waterlront Waterfront Sevier Ave.
Retail lS.K .Drugstorc IGK-ZO}IC Specialty ZOK-BOKI Retail 50,000-60,000
Catalyst Existing Market Industrial Reloc. New Residences
Location Chapman & Blount Gay & Sevier Gay or J. White square feet
Restaurant/
Entertainment 10K-15K 10K-15K 30,000
5] Catalyst Existing Market Industrial Reloc. square feet
E Location Near Hosp/Water Waterfront
o | Office B0K-90K Spec/Serv Corporate HQ .
= . 80-100K Spec
= Catalyst Ind. Reloc/Restaurant/ Public Sector
£ Hotel 20-30K Serv
Location Chapman & Blount James White ZPEHe
Hotel 100 Rooms
Catalyst Ind. Reloc/Office/ 100 Rooms
Restaurant
Location Chapman & Blount
Marina 50 Slips 75 Ships 75-100 Slips
Catalyst Waterfront Housing Hsg./Park/Rest'rant/  Hsg /Park/Rest’rant/ 225 Slips
Special Events Special Events
Location Next to Residential Hsg. /Rest/Park Hsg./Rest/Park
Industrial
Relocation
Type Small Scale Large Scale
Location Throughout Waterfront
Park and
Greenspace
= Type Park & Greenway Park & Greenway
dgn Location Waterfront Throughout
% Infrastructure
E Type Intersection/ Raverfront Drive/ Streetscape
Streetscape Imp. New Roads Improvements
Location Blount/Chapman; Mear Waterfront Sevier Avenue
Gay/Sevier; J. White
Cultural/Civic 135,000 5. 135.000
Type Cultural Institution e
) square feet
Location Waterfront

DEVELOPMENT STRATEGIES, 2006
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1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

Revenue projections were modeled based on the type, timing, and quantity of de-
velopment detailed in the development program and phasing strategy in the pre-
vious chapter. Revenues are based on current municipal tax rates and methods of
valuation, and assumptions with respect to market conditions, property values,
and inflation rates have been made to be as accurate as possible. The following
indicates projected public revenues generated by the proposed development:

BUILDOUT (20-year scenario)

Constant Dollars

Quantity Units Property Value Assessed Value

Residential

Single Family 174 Units $69,600,000 $14,800,000

Condominium 1520 Units $501,400,000 $106,600,000

Rental 507 Units $102,700,000 $21,800,000
Retail 65,000 s.f. $8,500,000 $2,900,000
Restaurant/Ent. 30,000 s.f. $6,100,000 $2,100,000
Office 400,000 s.f. $109,500,000 $37,200,000
Hotel 100 Rooms $10,100,000 $3,400,000
Marina 225 Units $6,100,000 $2,100,000

Total:

REVENUES (in constant dollars)
Total revenues in aggregate through year 20
from KSW Development Program

Jurisdiction Value

City

Real Property Tax $38,600,000

Personal Property Tax $900,000

Bond Retirement Fund $14,000,000

Parking Revenues $7,400,000

Special Assessment $4.700.000
$65,600,000

Sales Tax $2,000,000

Hotel Tax $1.400.000

Total: $3,400,000

County

Real Property Tax $46,100,000

Personal Property Tax $1,100,000

Bond Retirement Fund $4.300.000
$51,500,000

Hotel Tax $1,400,000

School District

Sales Tax $5,000,000

State

Sales Tax $21,800,000

$814,000,000 $190,900,000

The development project will generate a
total of 84.7 million (in constant dollars)
inreal propertytaxes forthe city and coun-
ty. This is the sum of money than can be
borrowed against by the city as part of a
TIF district. Of course, the current tax
revenue must be subtracted out to deter-
mine the incremental revenue increase,
and this revenue must be discounted.

In addition to property tax revenues, the
new development will generate other
forms of income for the city, county,
school district, and state. Each form of
revenueis indicated in the adjacent table.



1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

Development Area
Under Tennessee Tax increment financing (TIF) law, a development area must
be established, and TIF capture can only include the incremental increase of
property revenues (or those revenues that exceed current tax capture). The fol-
lowing map indicates the development boundary that was established for the
purpose of determining existing tax capture:

i

o " Study Area
- Devslopment Area

Development Area s s e
Knoxville South Waterfront Development Strategy
Knoxville, Tennessee

March 2005

Assumption

A number of assumptions were made in order to determine revenues and
potential Tax increment financing (TIF) capture. Current city, county, school
district, and state tax rates were utilized, and current market conditions and
city valuation methods were included in determining values. Detailed assump-
tions can be found in the Revenue Projections section of the Appendix. The
following lists key assumptions that have been made:

- Existing property tax revenue was determined to be $1.3 million for the
development area. Property was reassessed every four years, and as-
sumed a three percent annual increase, consistent with county valuation

policy.
« As.0 percent interest rate was assumed

« According to Knoxville’'s annual report, personal property revenue
amounted to 11.9 percent of real property revenue. Since the proposed
plan is primarily residential and includes no industrial development, we
estimated the percentage of personal property to be 20 percent of the
average, or 2.38 percent of real property revenue.

o\
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1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

«  Atotal of 770 structured public parking spaces were assumed to service
non-residential development. Office and residential parking are includ-
ed in their valuations costs, are assumed to be taxable, and are assumed
to be private.

«  Non-residential development was phased in a manner consistent with the
development program and phasing strategy presented in this report. Resi-
dential developmentwasassumedto occurataconstantrate over2oyears.

«  Residential property values were determined as a function of market val-
ues. Non-residential property values were determined using a cost ap-
proach, consistent with county policy.

«  TIF capture does not include money that existing property generates for
the city and county, nor does it include the portion of the city and county
taxes that are put toward retiring bond payments, consistent with city
and county policy.

. Revenueprojectionsarederiveddirectlyfromthe projected marketsupport
determinedinearlierchaptersofthisreport. Aphysical capacityanalysishas
determinedthat considerableland remainsto develop additional property.
The fiscal impact of this additional development has not been calculated.

Knoxville South Waterfront Revenue Projections

One Phase Scenario
(One 20-year TIF)

Three Phase Scenario
(Three 15-year TIF Phases)

City and County Cumulative Net Present

Combined) Revenues Value Cumulative Revenues Net Present Value

Real Property Tax* $121,000,000 $60,400,000 $153,300,000 $69,800,000
Minus Base Revenue (8$26.400,000)  ($16.,500,000) ($33.,000,000) ($18.600. OOOJ
Eligible TIF Revenue $94,600,000 $43,900,000 $120,300,000 $51,200,000]
Plus Personal Property Tax $2,900,000 $1,400,000 $3,600,000 $1,700,000]
Plus Special Assessment $6,700,000 $3,300,000 $8,500,000 $3,900,000
+ Public Parking Structures $10.000.000 $5.900.000 $10,000,000 $5.900.000)
Other Revenue $19,600,000 $10,600,000 $22,100,000 $11,500,000
Combined Revenues $114,200,000 $54,500,000 $142,400,000 $62,700,000]
Potential Cash Proceeds $43,600,000 $50,160,000

| @ 1.20 Debt Coverage Ratio

*Does not include portion of property tax devoted to city and county bond retirement funds




1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

Phase I (Years 1 - 5)

TIF CAPTURE

The city has several tools that allow it to capture revenues generated by public
and private investment. Thesetools include Taxincrement financing (TIF), which
captures incremental real and personal property taxes, Special Assessment
Districts, and revenue generated from publicly-managed parking structures.

A net present value analysis was conducted to estimate the amount of money
that might be “borrowed” using future TIF dollars for repayment. Two scenari-
os were considered, the first being a hypothetical 20-year TIF. Since Tennessee
law only allows for 15-year TIF periods, we recommend three separate TIF dis-
tricts be created — one at the beginning of each phase outlined in the develop-
ment program and phasing strategy. Each TIF district will last the maximum 15
years, ensuring the greatest tax capture for the city.

These TIF strategies, when added to special assessment and parking revenues,
yield the following return for the development area:

Phase II (Years 6 - 10)

Phase III (Years 11 - 20)

Quantity Units Quantity Units Quantity Units
Residential Residential Residential
Single Family 0 Units Single Family 87 Units Single Family 87 Units
Condominium 380 Units Condominium 380 Units Condominium 760 Units
Rental 127 Units Rental 127 Units Rental 253 Units
Retail 15,000 Square Feet Retail 20,000 Square Feet Retail 30,000 Square Feet
Restaurant/Ent. 15,000 Square Feet Restaurant/Ent. 15,000 Square Feet Restaurant/Ent. 0 Square Feet
Office 0 Square Feet Office 0 Square Feet Office 310,000 Square Feet
Hotel 0 Rooms Hotel 0 Rooms Hotel 100 Rooms
Marina 50 Units Marina 75 Units Marina 100 Units
Net Present City and County Net Present City and County Net Present
City and County (Combined) Revenues Value (Combined) Revenues Value (Combined) Revenues Value
Real Property Tax $24,500,000 $15,800,000 Real Property Tax $41,400,000 $20,800,000 Real Property Tax $87,400,000 $33,200,000
Personal Property Tax $600,000 $400,000 Personal Property Tax $1,000,000 $500,000 Personal Property Tax $2,100,000 $800,000
Special Assessment $1.400,000 $900,000 Special Assessment $2,300,000 $1,200,000 Special Assessment $4.800,000  $1.800.000
$26,500,000 $17,100,000 $44,700,000 $22,500,000 $94,300,000 $35,800,000

In both scenarios above, the annual base property tax revenue of $1.3 million
was subtracted to determine the tax increment. Based on the above scenarios,
the city could afford to borrow $63 million in three phases or $55 million in one
phase. These numbers are reduced to $50 million and $44 million, respective-
ly, at a 1.20 debt coverage ration. This assumes a 5.0 percent annual interest
rate, and a three percent annual inflation rate. This interest rate is consistent
with the City of Knoxville’s assumptions used in their financial modeling, while
the three percent interest rate is consistent with the national average over the
last ten years.
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1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

The following provides a breakout of anticipated revenues by phase for the
Knoxville South Waterfront:

Mixed-Use Public Finance: A Case Study Analysis
Sources of funding for public projects vary greatly depending on a variety of
factors including the scope of the project, state and local laws, available federal
programs, and private donations. For instance, a parking garage will generate
revenue that can be used toward financing its construction, whereas a public
park will often require private donations and public grants and loans. Infra-
structure such as streets and sewers do not generate direct revenue, but indi-
rectly increases the value of adjacent real estate, thereby creating opportunities
for cities to capture increased property taxes.

Category

SouthSide
Works
(Pittsburgh)

Newport on
the Levee
(Cincinnati)

Waterfront

Park
(Louisville)

21 Century
Waterfront
(Chattanooga)

Peabody
Place
(Memphis)

Total Investment
Private Investment
Private Donations
Public Investment

Public Sources
City
City/County Bonds
TIF
State Sources
HUD Grant
HUD/CDBG Loan
Other Federal Sources
Utility Company
Garage Revenue
Sales/Hotel Tax
Tourism Tax Rebate
Other

Public Uses
Parking Garage
Park
Infrastructure
Bridge
Stadium
Civic/Cultural Center
Amphitheater
Site Acq/Clearance

$323 M
$220 M
$oM
$103 M

O O 0 O

$268 M
$158 M
SoM
$110M

$98 M
$oM
$36 M
$62 M

[e]

$120 M
$oM
$54 M
$66 M

$285 M
$220 M
$0M
$65 M

(o]

® Primary Funding Source
o Other Funding Sources

DEVELOPMENT STRATEGIES, 2006




1.6 FISCAL BENEFITS & TAX While the case study analysis in the appendix of this report explores each project in de-
INCREMENT ANALYSIS tail, the following summarizes some unique financing characteristics that enhanced the
feasibility of each project:

«  SouthSide Works, Pittsburgh. The anticipated returns from new development for
this project helped justify the use of TIF money and the development of parking
garages. Since parking is valued at a premium in this location, individual parking
spaces will generate an anticipated $8o per month, and the Urban Redevelop-
ment Authority of Pittsburgh (URA) could recapture $18.7 million of the $39 mil-
lion in construction costs over the first ten years. With over one million square
feet of new construction, the URA anticipates generating $25 million in TIF cap-
ture. Phased over 13 years, the city and URA have been able to finance $22 million
of the project with general fund revenue.

«  Newport-on-the-Levee, Cincinnati. In 1996, the State of Kentucky passed the
Tourism Development Act. This act allows the developer (Steiner + Associates) to
receive a sales tax rebate over ten years equal to 25 percent of facility construction
costs. Because Newport-on-the-Levee is located across the river from Cincinnati,
it is able to generate the necessary out-of-state traffic to be classified as a tourism
destination under state law. It is anticipated that the tax rebate will equal $53 mil-
lion of the $210 million in private investment in the facility.

«  Waterfront Park, Louisville. This project was developed over three phases span-
ning eight years. This allowed the city to spread payments of $15 million from its
general fund over several years, and avoid a bond issue. Significantly, the project
received a total of $36 million in private donations, following four years of fund
raising from the Louisville Waterfront Development Corporation. The project also
received $4.5 million in federal appropriations for the third phase of the park
alone. Reports indicate several million in federal appropriations were secured for
earlier phases as well.

«  21st Century Waterfront, Chattanooga. This project received an impressive $54
million in private donations. Equally significant, former Chattanooga mayor Bob
Corker successfully lobbied the Tennessee legislature to raise the city’s hotel tax
to 16.25 percent — among the highest in the nation. The resulting increased tax
revenue is credited with producing the majority of the financing of the remaining
$66 million in this $120 million project.

«  Peabody Place, Memphis. Approximately 23 percent of this project was financed
with public funds. The project was one of the last recipients of Urban Develop-
ment Action Grant (UDAG) money, totaling $15 million. Though the project was
completed in 2001, it was conceived prior to 1988, when the UDAG program was
terminated. Another $25 million in public funding came from the issuance of
bonds to construct two parking garages. Similar to urban entertainment centers
in Newport and Louisville, public financing represented less than 25 percent of
total project investment.
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1.6 FISCAL BENEFITS & TAX
INCREMENT ANALYSIS

The following provides information on the financing of five public/private proj-
ects, each with a different mix of funding sources. Detailed case studies of
these projects are provided in the appendix of this report.

As cities continue their efforts to reinvent themselves, unique strategies to cap-
italize projects are being devised. RiverPark Place in Louisville is noteworthy
for its public financing structure. After investing $8.5 million in infrastructure
and land assemblage, the city struck a deal with a developer to receive four
percent of condo sales, boat slip sales, and rental income for this estimated
$130 million project.
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SouthSide Works Master Plan - Soffer Organization

Site: 123 acres

Population: 2.4 million, (334,000 city)
Project Type: Mixed-Use, Waterfront
Begin/End Dates: 1993-Ongoing

Project Team:

. Urban Redevelopment Authority
of Pittsburgh (URA)

. The Soffer Organization

. Continental Real Estate
Companies

CASE STUDY: PITTSBURGH
SOUTHSIDE WORKS

Project Summary

This project began when URA purchased the 123-acre site from LTV
Steel in 1993, and began a five-year process of public participation,
master planning, demolition, and environmental remediation. In 1998,
the Soffer Organization was named the master developer and broke
ground on the first project. Since that time, over 1.4 million square feet
of new development has occurred, including the 27-acre centerpiece of
the redevelopment, SouthSide Works. The project includes luxury resi-
dential units, a mixed-use entertainment and office district featuring a
cinema, and riverfront park.

The Place

Located two miles east of Pittsburgh’s CBD, SouthSide Works is nev-
ertheless linked to the city’s core by the Monongahela River and is
re-emerging as a vital part of the greater downtown. The project is
noteworthy for the manner in which it is integrated into the existing
urban fabric of the South Side neighborhood. Unlike many recent re-
tail/entertainment projects that draw life off the main street, focusing
activities inward, the SouthSide Works design makes a conscious ef-
fort to address the surrounding environment. Ground floor retail is
present on Carson Street, enhancing its ‘Main Street’ character, and
street connections are extended into the development at 26th Street
and 27th Street.

Project Details

Prior to breaking ground on the first building, the URA oversaw signifi-
cant public infrastructure improvements and environmental remedia-
tion that was approved by the city, county, and school board. Total pub-
lic improvements are estimated at over $100 million, including $44
million on roads, $20 million to repair two bridges that improve site
access, $40 million on parking garages, and one million dollars in park
improvements. Funding sources include $22 million in City/URA fund-
ing, $17 million in state funding, and $25 million in URA TIF dollars
that were approved by the city, county, and school district in 1999. The
URA anticipates a return of $19 million in parking garage revenue.

The URA estimates that the project has generated $220 million of pri-
vate investment thus far. This includes a $30 million athletic training
facility that is used by the Pittsburgh Steelers, a $20 million FBI re-
gional field office, a $27 million luxury apartment building, and two
speculative office buildings totaling 350,000 square feet and $40 mil-
lion in construction costs. The URA indicates that the buildings are
completely leased.
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Froject Data: ScouthSide Financing

Lublic Financial Costs Froject Type UnitsiSize Investment
Infrastructura/Remediation Infrastructure/ Site $44.000,000
Irmprovements
Bridgs Renovation Infrastruciure 510,000,000
Park Improvements Park/Recrzation 51,000,000
Parking Garaps #1 Parking 279 spaces 310,000,000
Parking Garaps #2 Farking AT7 spaces 57,000,000
Parking Garaps #3 Parking 2842 spaces 322,000,000
Farking Garage #4 Farking 400 spaces MiA
Toial 5103,000,000
Public Financial Sowrces Invastment
CingJRA 321,000,000
State of Pennsyivana 317,000,000
Parking Garage Revenus 18,700,000
Pittsbiungh Water & Sewer 312,500,000
TIF 525,000,000
HUD Grants 52,500,000
Cither 35,700,000
Taidal $103,000,000
Private Investment Project Type Units/Size Inwestment
UPME Distribution Facility Cistribulion 83,000 5.1, 54,800,000
Life Sciences Cenfer BioMed 45,000 s1. 510,700,000
UFMC Spors Performance Center Afhlstic Training 260,000 =.f 330,000,000
Clamqr | WY ey
IBEW Flect ”jﬁ' M 126,000 =.f. $18,000,000
F8! Regional Cffice Govesnrment 83,000 s.f. 320,100,000
Cluantum Cne Oifice Building Speculative Office 160,000 =.f. 318,000,000
Cluanium Two Cifice Buiding Speculative Office 187,000 =.f. 322,000,000
105,000 5.5 reta
Soffer Mixed Use Developments fMxed Use 123,000 s.f. office 533,400,000
B4 residences
Soffer Cinema Cinema 10 screens 510,700,000
Soffer Cheesecake Factory Sestaurant 360 saats 52,500,000
Riveriech Center Speculatve Office 47 000 5.1, 55,000,000
Centinental Muiifamiy Housing Luzury Apartmenis 270 units 327,000,000
hatzon Diarmond hanufacturing 14,000 5.1 51,260,000
Immigraticn and Maturalzation Gowemnrment 12500 5.1, 4,700,000
Riodriguez Housing hultEamily Housing M 511,500,000
Todal 216,750,000

DiFta Froeldad by the Urban Redeysiopment Autnocity of Fillsouergn



1.7 APPENDIX

Newport on the Levee and Hofbrauhaus - ‘
Northern Kentucky CVB

Site: 10 acres

Population: 2.0 million, (17,000 city)
Project Type: Retail / Entertainment
Begin/End Dates: Opened 2001
Project Team:

. City of Newport

. Steiner + Associates

CASE STUDY: NEWPORT, KY
NEWPORT-ON-THE-LEVEE

Project Summary

Located immediately across the Ohio River from Downtown Cincinna-
ti, Newport-on-the-Levee is a waterfront project that occurred through
an economic development process rather than a planning process.
In 1995, Newport’s city manager and a group of business leaders be-
gan actively courting retail/lifestyle center developer Steiner + Associ-
ates after years of failed attempts to attract private development to
the city’s waterfront, which was dominated by surface parking lots.
The city acquired 10 acres of riverfront property adjacent to the Taylor-
Southgate Bridge, attracted a regional aquarium to the adjacent site,
and received heavy incentives from the State of Kentucky. The result
is an open-air regional retail/entertainment destination that features
a 20 screen theater, an IMAX theater, a Barnes and Noble bookstore,
and a number of restaurants and shops.

The Place

With eight million visitors per year, Newport-on-the-Levee demon-
strates the market appeal of a regional entertainment development
with waterfront and skyline views, complimentary tenants, and pe-
destrian and transit linkages to downtown. A new $4 million pedes-
trian bridge links the site to Downtown Cincinnati’s Park Lytle District
—now just a quarter-mile walk away. The Transit Authority of Northern
Kentucky (TANK) provides shuttle service across the river seven days
a week.

Because the project evolved without a large-scale master plan, and
because most of the retail and entertainment activities are focused
inward, the city has had difficulty coordinating development on the
surrounding parcels. Third Street continues to operate as “half a Main
Street”, with three-story development on one side, and surface park-
ing lots and smaller-scale development on the other. Even the world-
renowned Hofbrauhaus, a natural complement to the other uses,
is physically separated from Newport-on-the-Levee by a parking lot.
Without large-scale property acquisition, the city has been unsuccess-
ful in attracting the new residential development its downtown needs
to give it a more authentic feel.

Project Details

Between 1994 and 1996, the City of Newport spent $12 million ac-
quiring and clearing 10 acres of riverfront property. The project was
financed with bonds, which the city stated have since been retired.
In 1996, the state approved the Kentucky Tourism Development Act,
which provides developers with tax credits of up to 25 percent of de-
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velopment costs for tourism-related industries. The tax credits are
awarded over a period of 10 years. In 1997, construction began on the
$40 million, 120,000 square-foot Newport Aquarium, which officially
opened in 1999. Construction immediately began on Newport-on-the-
Levee, a $210 million entertainment/retail center. Tenants include a
20-screen AMC theater, an IMAX theater, Gameworks, and Shadowbox
Cabaret. A parking garage was constructed with 1,000 spaces. The city
spent approximately $5 million on improvements to Third Street. The
improvements were primarily streetscape enhancements to enhance
the pedestrian realm. The project generates an estimated eight million
visitors per year.

In 2001, Newport attracted the first-ever North American Hofbrauhaus
— a German-style beer garden from Munich. The project was originally
intended to anchor The Banks project, capitalizing on Cincinnati’s sis-
ter-city relationship with Munich. However, delays in The Banks led
Hofbrauhaus to look elsewhere in the region for a site location, and
Newport was able to sell the company on synergistic opportunities
with Newport-on-the-Levee.
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Site: 85 acres

Population: 1.1 million, (693,000 city)

Project Type: Park / Greenspace

Project Completion: Phase I, 1998
Phase 1, 2003

Phase Ill, U/C
Project Team:
. Louisville Waterfront
Development Corp.
. Hargreaves Associates

CASE STUDY: LOUISVILLE, KY
WATERFRONT PARK

Project Summary

Waterfront Park is the result of more than a decade of planning and
continual commitment to revamping Louisville’s waterfront along
the Ohio River. In 1986, the City of Louisville, Jefferson County, and
the State of Kentucky created the Louisville Waterfront Development
Corporation (LWDC). The LWDC immediately underwent an intense
fundraising period, after which it began assembling and clearing prop-
erty. Hargreaves Associates was hired to create the landscape design
and shepherd the project through public participation. The result is an
8s-acre linear park that opened over three phases, beginning in 1998.
Waterfront Park features plazas, an esplanade, amphitheater, rowing
center, passive open spaces, and the 12-acre “Great Lawn” that can be
used for active recreation.

The Place

The project design is perhaps most noteworthy for the way it mitigated
the formidable physical barrier that Interstate 64 presents, severing
downtown from the Ohio River. To overcome this barrier, a large entry
plaza was designed at the freeway overpass offering fountains, pools,
and walkways, and creating an inviting pedestrian realm that serves as
a portal into the waterfront. The plaza and park add substantial value
to surrounding properties, evidenced by the development of Water-
front Park Place - a luxury condominium development at the park’s
point of entry.

Project Details

The 8s-acre park has been developed in three phases over a period of
eight years for a total cost of $98 million. The first phase consisted of
55 acres, included the Great Lawn and entry plaza, and cost $58 mil-
lion. The 17-acre second phase included an amphitheater and rowing
center for $15 million, and the third phase, totaling 13 acres, is cur-
rently under construction. It will include a pedestrian bridge across the
Obhio River, and the total project will cost $22 million.

The project was financed without the use of bonds or TIF dollars. After
its founding in 1986, the LWDC underwent a four-year period of fund-
raising. Following are the funding sources for the project:

-Private Donations: $36 million
-State/Federal Sources: $25 million
-Federal Infrastructure: $17 million
-City of Louisville: $15 million
-Utility Companies: $5 million
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Much of the property needed for the site was already owned by the city,
and were under lease agreements with tenants. The city simply let the
lease agreements expire. The remaining properties were acquired by
the LWDC.

The project has stimulated a number of other downtown and waterfront
developments. Waterfront ParkPlace, a 23-story, 76-unit condominium
development at the entrance to the park, opened in 2004 at a cost of
$42 million. The project has sold 54 units over 17 months, for an ab-
sorption rate of 3.2 units-permonth. Units were priced from $350,000
to $2 million for the penthouse units, with the majority priced between
$400,000 to $700,000. Phase Il of the project is under construction,
and includes 35 rental units.

A larger-scale project known as RiverPark Place is planned to begin
construction in 2006 on the waterfront immediately east of Waterfront
Park. The 25-acre site will feature a riverfront promenade that connects
to Waterfront Park. Phase One will consist of 350 housing units, many
of which will be built on platforms to elevate them above the flood-
plain. The total project is estimated to cost $130 million, with a final
build-out of 1,400 housing units. The city invested $5.5 million in re-
locating a railroad line, and $3 million to extend road improvements
before sending out an RFP for a master developer. Under the current
contract, the city will receive four percent of all condo sales, annual
rent revenues, and the sale of boat slips.

In 2004, the Cordish Company opened Fourth Street Live!, a mixed-
use retail /entertainment district in the heart of Downtown Louisville.
The project is not located on the waterfront, but demonstrated that a
previously unmet demand existed for a regional entertainment desti-
nation. The development has270,000 square-feet of retail space that
is near full-occupancy, and it drew 4.2 million visitors last year. A Cord-
ish representative estimated that half of those visitors came from out-
side a 45-minute driving radius. Of the $72 million in project costs, $9
million was provided by the city, and $63 million was financed by the
Cordish Company.
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River Terrace (Aquarium in background) - David Andrews

Population: 465,000, (155,000 city)
Project Type: Civic / Greenspace
Project Completion: 2005

Project Team:

RiverCity Company
Hargreaves Associates

CASE STUDY: CHATTANOOGA
21ST CENTURY WATERFRONT

Project Summary

In 2000, Downtown Chattanooga had made considerable strides in
developing civic amenities over a 10-year period — notably the Tennes-
see Aquarium — that vastly improved the city’s national identity. The
work in the downtown was far from complete, with major accessibility
issues to the waterfront and other civic amenities standing as barriers
to further progress in achieving its full potential. Recognizing this, the
mayor set forth a strategy in 2001 to remove these barriers by invest-
ing in the waterfront its existing civic institutions to stimulate further
growth, and raised $120 million in public and private investment to
achieve this end.

The Place

Access to Chattanooga’s waterfront was significantly constrained
by the presence of Riverside Drive, a four-lane divided highway. The
lack of accessibility was underscored by the Hunter Museum, which
is located on the waterfront but only received 45,000 annual visitors
because it was so difficult to reach. To address this issue, the city in-
novatively persuaded the state to deed the highway to the city. It then
proceeded to narrow the highway, and added pedestrian crossings at
key intersections. A pedestrian underpass was built adjacent to the
Tennessee Aquarium, allowing easy access to the River Terrace, and
thus the waterfront. A pedestrian bridge was added to the Hunter Mu-
seum, putting it within a quarter-mile walk of the aquarium.

Project Details

During a planning process in 2001, the city recognized its current assets
and identified steps to build upon them. In the 1990’s, Chattanooga’s
downtown waterfront accomplishments included the development of
the Tennessee Aquarium (which receives one million visitors annual-
ly), the Creative Discovery Museum, and the Walnut Street Pedestrian
Bridge. The existing Hunter Museum of American Art provided a third
cultural amenity along its waterfront. Downtown investment for the
decade totaled $590 million. The strategy was to build on the assets
of the waterfront and its civic/cultural institutions by improving public
space along the river, increasing the capacity of their regional attrac-
tions, and addressing accessibility issues.

Two obstacles to implementing the city’s strategy were Riverside Drive,
a four-lane divided highway separating downtown from the waterfront,
and the need for addition funding. To address these issues, the mayor
persuaded the state legislature to deed the highway over to the city,
and allow an increase in the city’s hotel/motel tax to finance improve-
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ments. The mayor then created the 21st Century Waterfront Trust,
which called for $120 million in public and private investment. Ap-
proximately $66 million came from the public sector (primarily from
the increased hotel tax), with the remaining $54 million coming from
private donations. The following are the uses of these funds:

- ($19.5 Million) Hunter Museum:
27,000 square foot addition
250 foot pedestrian bridge
- ($30 Million) Tennessee Aquarium:
60,000 square foot expansion
- ($3.1 Million) Creative Discovery Museum
- ($67.4 Million) Public Space Improvements:
Coolidge Park (Wetland Park, Adventure Playground)
Ross’s Landing (Pedestrian Passage, Public Art Installation,
160-foot Pier, River Terrace)
372 Space Parking Garage
Highway Pedestrian Crossings

The new pedestrian bridge brought the previously inaccessible Hunter
Museum within walking distance of the aquarium. The aquarium ex-
pansion created space for a saltwater exhibit. The new river terrace
along the waterfront is linked to the aquarium via the new pedestrian
passage under Riverside Drive that features public art commemorat-
ing the Cherokee Indians and the Trail of Tears. At-grade pedestrian
crossings have been added at several intersections along Riverside
Drive, which has been narrowed.

The RiverCity Company, a non-profit development corporation estab-
lished in 1986, facilitated much of the public redevelopment activity in
the downtown. The Chattanooga Downtown Partnership was also in
place, and continues to focus on improving downtown cleanliness and
crime prevention.

During the same period of the 21st Century Waterfront Trust improve-
ments, the RiverCity Company estimates that an additional $180 mil-
lion in public and private investment occurred in the downtown. This

includes the addition of 185 residential units, 50,000 square feet of
office space, and 100,000 square feet of retail /restaurant space (half
of which occurred as first-floor retail in mixed use buildings), and a
$56 million expansion of the convention center. An additional $171
million is planned or currently underway. These investments include
290 residential units, 75,000 square feet of retail, 35,000 square feet of
office space, a new 135,000 square foot building for the Electric Power
Board. In 2005, Blue Cross announced that it would invest in a new,
$200 million, 800,000 square foot headquarters.
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Peabody Place - Belz Enterprises

Site: 123 acres
Population: 1.1 million, (650,000 city)
Project Type: Mixed-Use
Urban Entertainment
Project Completion: Historic Block, 1997
Tower, 1997
Peabody Place, 2001

Project Team:

. Belz Enterprises

. Center City Commission
. RTKL Associates

CASE STUDY: MEMPHIS, TN
PEABODY PLACE

Project Summary

Located in the center of Downtown Memphis, Peabody Place is a
mixed-use, urban entertainment center with over 2 million square feet
of space on over five city blocks. Developed by the local development
firm Belz Enterprises, Peabody Place is adjacent to the company’s
historic, 468-room Peabody Hotel. The project consists of a 15-story
office tower, 200 residences, two cultural institutions, and a mixed-
use urban entertainment center with a 22-screen cinema. Two park-
ing garages were constructed totaling 2,300 spaces. In addition, two
hotels have been constructed totaling nearly 300 rooms, and adjacent
sites contain 1,000 parking spaces. Peabody Place generates 3.7 mil-
lion visitors per year.

The Place

Peabody place is ideally located in the center of downtown amidst a
number of recent developments that amount to over $2 billion in re-
cent investments. The Peabody Hotel and a new $72 million minor
league baseball stadium are attractions immediately to the north of
the site. Beale Street, a historic center of blues music and African-
American culture draws 4.5 million visitors per year, and is located im-
mediately south of the site. Other nearby investments include the $250
million FedEx Forum, which is home to the NBA's Mempbhis Grizzlies,
the $92 million expansion of the convention center, the $10 million
National Civil Rights Museum, and the Smithsonian’s Rock N’ Soul
Museum. In addition, AutoZone’s $30 million corporate headquar-
ters is just west of the site, and a new $14 million elementary school
recently opened for children whose parents live or work downtown.
Downtown Memphis attractions cumulatively result in $1.7 billion in
annual visitor retail expenditures.

Project Details

The project can be separated into three components. The Historic
Block consists of several rehabilitated buildings that now contain of-
fice, residential, civic/cultural and retail uses. The Tower block has a 15-
story office building, a 700 space parking garage, and a new Embassy
Suites hotel. Peabody Place is a mixed-use urban entertainment center
with over 500,000 square feet of retail and entertainment space that
consumes an entire city block. An adjoining parking garage consists of
1,600 parking spaces, and also comprises a city block.
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The following table provides project details for the primary compo-

nents of the Peabody Place development

Historic Tower Peabady
Project Details Block Block Place Total

Total Building &Area 22 048 5+ 457509 51 1118450 s« 2008 B07 52

Office 182,765 5+ 152,000 s1. 0 st 244 75 ¢

RefaillEntertainment 62360 = 18409 s1  H3I1.BED z: G12,718 52

Fesidential 168,541 =2 0 st 0 st 128 641 52

Misc. A AEZ = 10,800 s 0 st ToABZ o0

Farking 12,000 s« 270,500 55, 584500 z¢ Ba7,000 5.2
Fesidential Units 201 i 0 201
Fetail Stores B 4 35 ]
Parking Spaces 45 700 1.600 2345
Land &rea (acres) 214 0.1 g.50 238
‘fear Completed 1887 1847 2001 -

SowTes: Urkan Land ins@lute, 200z

The following table provides funding sources for the project:

Project Financing Armount
Total Private Inwestrment 5220, DD, D00
Total Public Irmestment Sk, 200,000
=D GErant 515,000,000
CDEG Loan” 0. 500,000
Section 103 Lean 512,000,000
HUD S0 Fioat Loan 4. DD, D00
UE Ecor. Dey. Adminisimation 2 700,000
ity Sond - Garags 1 S10.000,000
ClbpCounty Sond - Gampe 2 515, D000
Tiotal Public/Private Imvestment S285 200 000

"%, 30 Loan o be paid by TRy
Egunce: Urban Lard InsSlule, 200

In addition to public funding, other incentives included tax freezes for
10 to 25 years under the city’s PILOT program. Historic Tax Credits
and Low Income Housing Tax Credits (LIHTC) were used in the reha-
bilitation of the Historic Block, which includes a mix of affordable and

market rate housing.
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The Center City Commission is the primary public implementation body,
with powers for land acquisition, financing, PILOT tax freezes, design
review, and bonding for parking garages. It is governed by a 20- member
board consisting of 10 private-sector members, city and county mayor
representatives, two city council members, two county commissioners,
and four state legislators. The private-sector members are appointed by

the city and county mayors, and approved by the city council and county
commissioners.

In addition to 19 retail stores and 201 housing units, the historic block
houses the Center for Southern Folklore and the Peabody Place Museum
and Gallery. Peabody Place has a 100,000 square-foot cinema, a 55,000
square-foot Jillian’s (a food and entertainment retailer), and a variety of
specialty clothing stores and food and beverage establishments.
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Central Riverfront Urban Design Master Plan -
Urban Design Associates

Site: 40 acres

Population: 2.0 million, (693,000 city)
Project Type: Mixed-Use, Waterfront
Begin/End Dates: 1999 / Ongoing

Project Team:

. Port of Greater Cincinnati
Development Authority

. The Banks Development Co, LCC

. Urban Design Associates

. Hargreaves Associates

. Chan Krieger & Associates.

6"‘&

CASE STUDY: CINCINNATI
THE BANKS

Project Summary

A formal planning process began in 1999 to reconnect the Cincinnati
waterfront and its downtown. The resulting vision called for the de-
velopment of The Banks, a mixed-use district, and reconnecting the
city to the Ohio River in the process. The plan called for a narrowed
freeway, two new sports stadiums, a mixed-use urban neighborhood,
and a waterfront park. Because the waterfront is in the floodplain, the
mixed use district would have to be constructed atop a large parking
deck that spans the length of the development. By 2004, the stadiums
were constructed, the freeway was narrowed, and a grand opening was
held for the new $110 million National Underground Railroad Muse-
um Freedom Center. However, the mixed-use development has been
delayed, in part due to the construction cost overruns of the stadiums
that left little money for the construction of the critical parking deck,
and a lengthy delay in naming a master developer after a formal RFP
process was discarded.

The Place

Development constraints are significant, since the Banks site is sepa-
rated from the downtown by a freeway, and located in a floodplain.
If the freeway can be traversed and developable property is brought
out of the floodplain, barriers to site development can be mitigated.
Developing the project at a dense, mid-rise scale will assist marketing
and branding efforts that emphasize urban living, and will generate a
higher rate of return.

The presence of the underground museum greatly enhances the ar-
ea’s image and marketability. Creating a public, waterfront park that is
open and accessible to all will add value to the development project by
adding amenity and generating traffic, and will help justify the expen-
diture of public funds. Adding a mix of retail and office uses will create
pedestrian life and activity. Extending the downtown street pattern into
the development reinforces connections and sense of place, avoiding
the “malling of downtown”.

Project Details

Following the 1999 plan that was prepared by Urban Design Associ-
ates, the Port of Greater Cincinnati Development Authority was estab-
lished by the City of Cincinnati and Hamilton County to oversee the
development of The Banks. The Port Authority has the power to issue
bonds, but is unable to use eminent domain or tax increment financ-
ing. In 2000, the 65,000 seat Paul Brown Stadium was constructed
at a cost of $455 million, and The Great American Ballpark was con-
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structed in 2003 for $280 million. Both projects were financed through
a county sales tax that was approved by voters. In addition, the Port
Authority raised $50 million in revenue bonds for the Freedom Center,
which is estimated to generate an average annual economic impact of
$40 million to the area.

Since the football stadium ran $51 million over budget, there were few
remaining resources to construct the estimated $68 million parking
and transport hub. Plans for the 5o-acre Riverfront Park, which went
through a public participation process led by Hargreaves Associates,
are anticipated to cost $78 million. The Port Authority is currently
considering alternatives to fund the deck, including a sales tax mea-
sure, additional revenue bonds, federal funding and/or fundraising.
Other complications have surfaced in selecting a master developer.
Following an RFP process in 2001, the Port Authority selected three
finalists, Lincoln Properties, Staubach/Towne Partners, and Madison
Marquette. However, in 2005, the Hamilton County Commissioners
selected two local developers, citing their offer to provide $10 million
in private equity to the project.

The Port Authority estimates that the plan will yield $178 million in pri-
vate investment, including 500 units of housing, 90,000 square feet
of retail, 200,000 square feet of office space, and a hotel. Other recent
waterfront improvements include a $4 million pedestrian bridge that
links to an entertainment district in Newport, Kentucky, and a 20-acre
riverfront park immediately east, known as the Theodore M. Berry In-
ternational Friendship Park.
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North Shore Site Plan - MSI Design

Site: 18 acres

Population: 2.4 million, (334,000 city)
Project Type: Mixed-Use, Waterfront
Begin/End Dates: 2000-Ongoing
Project Team:

. Urban Redevelopment Authority
of Pittsburgh (URA)

. Continental Real Estate
Companies

. Chan Krieger

. MSI Design

60 6(

CASE STUDY: PITTSBURGH
NORTHSHORE

Project Summary

In the late 1990’s, Pittsburgh’s Riverlife Task Force commissioned a
plan led by Chan Krieger & Associates that recommended converting
the city’'s numerous riverfront brownfields into a series of mixed-use
developments linked by a network of parks and greenways. The North
Shore project is a key piece of this strategy, and involves redevelop-
ment of an 18-acre brownfield/parking lot on the north bank of the Al-
legheny River, immediately across from Pittsburgh’s central business
district. Public entities approved the clearance of the site and financed
new infrastructure to get the project started. Anchored by the newly
constructed Heinz Field and PNC Ballpark, the site plan includes 8oco
housing units, 200,000 square feet of retail, 300,000 square feet of
office space, a hotel, and an amphitheater in a mixed-use setting that
features a promenade, greenspace, and boat docks along the river-
front.

The Place

With Highway 65 behind it, the opportunity for this site was not to con-
nect it to the adjacent neighborhood to the north, but to Pittsburgh'’s
downtown, which is immediately south across the Allegheny River. The
plan was to create a public greenspace along the waterfront to make a
visual connection with downtown, and develop the site at a scale that
is dense and walkable enough to resonate as a downtown location.
A significant challenge in completing the vision is overcoming the I-
279 bridge — a strong physical and visual barrier that cuts through the
middle of the site, dividing the development and the two stadiums.

Project Details

The North Shore Project is a component of a publicly-approved plan
that calls for the redevelopment of Pittsburgh’s historically industrial,
urban waterfronts into a series of mixed-use developments that are
linked by parks and greenways. The URA was granted authority by the
city, county, and school board to acquire the property, and use Tax
Increment Financing (TIF) for infrastructure and other site improve-
ments, as well as the development of a parking garage. Continental
Real Estate Companies was selected to be the master developer, and
oversees all aspects of site development and leasing. Several projects
have been completed or are underway. In 2004, ground was broken
for a new 270,000 square foot headquarters for Del Monte. The facil-
ity will house 600 administrative employees, and will have ground-
floor retail. The H.). Heinz Lofts were completed in May, consisting
of 265 luxury housing units. The project involved the renovation of
five historic industrial buildings, and cost $70 million. A new 10-story,
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198-unit Marriott hotel was completed in March, 2005 for $21 million.
A 5,600-seat amphitheater is currently under construction, at a cost
of $10 million. Perhaps the most ambitious component to the rede-
velopment efforts is the proposed extension of Pittsburgh’s 25-mile
light rail network to the north side of the Allegheny. The Port Authority
estimates that the “North Shore Connector” would cost $381 million
and take approximately four years to complete.
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1.8 REVENUE PROJECTIONS:
REVENUE SUMMARY (ROUNDED)

BUILTHOTT (20-vear scenaria)

Comnstant Dipllars
Croantity Tlmits Property Value Azzezsed Valoa

Fesidendal
Singls Family 174 Tnits §608.600, 0010 $14,800,000
Condomdmnm 1 520 Tlmits F501.400.000 §106,600,000
Featal 507 Units 102,700,000 $21,800,000
Fletail 65,000 £ 58500000 32,800,000
FlestaurantEnt. 3,000 5.1 56,100,000 32,100,000
Cifice 00,000 =1 5102 500,000 $37,200,000
Huatzl 107 Fapoms §10.100,000 33,400,000
Marina 215 Units F6.100.000 $2,100,000
Total: SA14.000,000 3190,900,000

FEVENUES (o constant dollars)

Tidai revemees in aggregate feraugh wosr 20

frioem KW Develspment Program

Tarisdiction Valus

City

Roal Property Tax 538,600,000

Parzoral Property Tax £20:0,000

Bond Bedrement Fand 514,000,000

Parkicg Feveoues 7,400,000

Special Aszessment £2.700,0800]
565,600,000

Sales Tax £2.000,000

Hatel Tax £1.200,000]

Total £3.400,000

Coanfy

Rl Property Tax 544,100,000

Parzoral Property Tax £1,1060,000

Bond Bedrement Fand £4.300,000
531,500,000

Huotel Tax £1.4040,000

School District

Sales Tax £5.00:0,000

State

Sales Tax 521,500,000




1.8 REVENUE PROJECTIONS:
DISCOUNT & TIF (ROUNDED)

Enoxville South Waterfront BEevenue Projections

Oz Phase Scenanio
(g I-year TIF)

Three Phase Scenano
(Three | J-vear TIF Fhares)

Ciry and Cowety (Combingd)

Cumilame
Eevenues

Neat Presanr
Falue

Curndaive Revenies

Ner Prezsemt Falue

il 120 Dedr Coverage Rl

F.eal Property Tax® S121,000,000  $40,200,000 $153,300,000 $60,500,000
M Eus Base Reveme (526,400.000)  (316.500,000) (5330000000  (318.600,000)
Elizible TIF Revenue 04600000 §42.900,000 120,300,000 $51,200,000
Plus Personal Property Tax 52,900,000 51,400,000 53,600,000 $1,700.000
Plus Special Assessment 56,700,000 53,300,000 58,500,000 $3,900.000
+ Public Parking Structures 510,000,000 §5.900,000 $10,000,000 $5.900,000
Ofher Fevenue 510600000 $10,600,000 $22, 100,000 $11.500,000
(Combined Revenue: 5114200000 $54,500,000 $142.400,000 $62,700,000
Paotential Cash Proceeds 45,500,000 £52,200,000

“'Dﬂ-ﬂ: not imchide portioz of proparty fax devoded to cify and cou=ty bond setmemsant fonds
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1.8 REVENUE PROJECTIONS:
DISCOUNT & TIF (ROUNDED)

Phaze [(Yaars 1 - 3)

Phaze II (Years 6 - 1)

Phaze Il (Years 11 - 20}

(haanfity Units Chuantioy Ulnits manfity Units
Pesidentnial Pasidential Fasidential
Hingle Family 0l Units Hingls Family BT Uitz Hingls Family 87 Units
Condormininm 3B0 Unirs Condomiminm JE0 Undrs Condomininm TG0 Urs
F.ental 137 Units Fental 127 Uitz Pemzl 253 Uity
Fetarl 13,000 Sqnars Faet Batail 20,000 Square Fest  Ratail 30,000 Sgnare Fest
PestmurantEnt. 13,000 Sgnars Faet Pastaurant Enf. 15 000 Sguare Fest  FestmurantEnt. 0 Sguars Faet
Oiffice 0 Squars Faet Orffice 0 Square Feat  Office 300,000 Sguare Feat
Hazel {0 Bloan Hael 0 Boomms Hael 100 Fooms
Miarina 30 Unirs Marina 75 Tmits Marina 100 Unirs
Mt Present City and Covaty Dlet Present  Ciny and Coumty Tt Prazant
City and Conwry (Counbimad) Favemss Vahae (Connbimead) Fevapmes Valus (C nnyimead) Fevemmes alue
F.ezl Propamy Tax §24. 500,000 15,300,000  Feal Proparmy Tax £41.400,000 320,300,000 Feal Proparty Tax BETADDO0D 533,200,000
Personsl Property Tax 600,000 3400000 Personsl Propesty Tax F1000000 500,000  Personsl Property Tax 52,100, 000 FE00,000
Gpecial Assassment B1,400,000 F800,000  Special Asseszment 2,300,000 51,200,000 Special Aszsessment 54,500,000 51,800,000
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1.8 REVENUE PROJECTIONS:
TAX & FINANCE INPUTS

Valuation

APPRAISED WALLIE

% of Market Value: B5%
ASSESSED VALUE
% of sporaized valus)
Residzntial 25%
Commercialindustrial 40%
Peraonal Property 0%
Financial Inputs
Infiation Rate 3%
Interest Rats 5.0%
Loan to Value Ratio 1.20

Tax Rates
Real Property Tax Rate
City General Fund 32.06 per 3100 of aszessed value
City Debt Service Fund 3075 F100
City {Total) 3281 $100
County Property Tax
County General Fumd 3246 per 3100 of aszessed value
County Debi Service Fund 5023 F100
County Total 3269 F100
Personal Propery 511.80 per 100 of real property tax
Persanal Property Muliiplier 206% = 238
Special Disfrict
ity 3025 per 100 of assessed valus
Sales Tax
State T.00%
Local 2.25%
School Caplure (@ T2%) 1.62%
City Capture ({0 28%) 0.63%
Hotel Tax
City 2.00%
County 5.00%
Current KSW Tax Revenue: 51,320,000

% of Projected Azseszad Valus

0%
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1.8 REVENUE PROJECTIONS:
BUILDING INPUTS

T
oo

Al Al

Cimmintve

SULDOUT  YEAR 1 ) 3 4 5 5 7 ]
TOTAL YEARS 20
FER UNT Calculaions
[Fim temia Ures 2300 5] 101 5] 10 101 118 118 110
Sing'a Family 174 17 7 17
Condamisiems 1520 T8 & TH & ] 78 T8 TH
Farnzl Lints 507 5 = 5 = 5 25 5 5
ol 100
Marita 225 ] i 10 i 1@ 15 15 15
SOUARE FOOTAGE by Lusd Uss
[Fimdenta
Singa Family RRO00 0 0 o 0 o 34 200 3, E00 34,500
Condamisiem 2.270.360 113883 fragas 13,883 1t3653 {93883 Rk ] 113,963 13,823
Sl 5T 150 27 E5E 37 858 275 27,858 77 855 a7 E58 37 55 27558
Ritai 85000 15000
R i VS v o e g 3000 15000
Cffica &0 000
Hatal 50,000
Hariva 7aT5 350 350 %0 350 350 625 525 535
T e T I T 35 1 R T+ T[] Tara7d S Fi ] TIT. 745 77,145 T
SOUARE FOOTASE by Lusd Uss
ﬁﬂ dhaitli
Singla Famly 0 o o 0 a 34,200 £ 500 #04, £001
Conida misiem 113,083 THIS 349538 455 A50 80813 523775 TET.TIR 11,700
Sl 7 R 55,715 53,573 111,430 130 385 187,145 196,003 27850
Ritai 0 o o 15,000 #5000 15,000 15,000 15,000
R iU S v o e g o o o 0 5 000 15,000 15,0500 15,000
Cffica 0 0 o 0 o 0 a ]
Haotal i a o 0 a i a ]
|maariza 0 700 1,050 1,400 1,750 2375 Z.E0D 3,375
2,170 a8 428,510 581660 T A5 BT, 895 108,140 127,286



5 i 11 13 13 14 i5 18 7 18 18 s}
118 F] 118 18 110 118 ] T TR )] 1 ]
17 17 17 17 17 17 17
T8 78 T 8 TH T8 75 & 8 TH 76 TE
= 25 25 5 % = 25 25 5 pir ® =
10
15 15 10 10 10 i 0 10 ] 10 il 10
34, 800 24 300 34 200 34,200 4,500 34, 800 24300 a a o o o
113,053 113 883 113963 113,963 13,353 113,053 113853 113,363 113,963 13,853 113053 115653
77 852 77 858 7 E6E 77 F5E 77558 a7 85 77 358 7 258 7 E5E TR 7 a 77 358
10000 10000 15000 15000
15000
Ao 30500 {0 7000
000
535 5% 50 360 0 50 A5 50 350 ED 50 350
I [ TaT At e ET TRET TEEET0 T AT FEFR ] HIIT PRI E PRI ] L1 1]
138,200 174,000 208,200 243200 275400 313,200 348000 348000 348,000 345,000 345 0000 345000
1025883 1930625 1 2SAGAE 1387550 14E1513 1SOG4TE 1700438 1EIRA400 103733 2051308 28508 2.27DOS0
350,718 ITRETS 306 433 334,360 35T 148 360 105 417 aa3 5TH0 473576 507, 435 2823 55T 150
25,000 35,000 35,000 35,000 35,000 35,000 50,000 50,000 0,000 50,000 50,000 5000
0,000 30,000 30000 30000 30,000 30,000 an 000 30000 30,000 50,000 0,000 a0 000
60, 0o 60,000 130,500 tmmn #50,0041 130,000 130000 £ 5010 40,000 400,000 A0 00 400000
0 o 1 5,00 50,000 50,000 50,000 50,000 5,000 50,000 50,000 50,000
3 850 4375 4735 EO75 5435 5775 8135 6475 £.535 7178 7536 7875
e85 1,051,505 1,058,545  Z.085,516  I,071A86 0,548,455  3741A%5 1,155,585  1005,7656 3 AS7,816 3580005  0,707.275
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1.8 REVENUE PROJECTIONS:

Value Walus Value
Salal=. Average [Market {Incoms (Cost
Per Unit Values F. Rent'Unit Valuelsf s fif Approach)  Approach) Approach)
Condominiums 2220 1,500 [ & 330000
Single Family 5200 2,000 | F- 400,000
Apariments 31.045 3085 1,100 ¥ &7185 3233227
hdarima a5 L% Fr.DEd
Haotel 5130 S ¥ 206817  3100.878
Avg. et alue Walus

Cap rent's.f. rent! Loss fo Operating Opsrating  Operating  {Income {Cost
Per Square Foot Values Fate {annual) bnear foot Vacancies  Income’sf,  Espenses Imzome  Approach) Approach)
Epariments S.0% 51140 B3% 510.80 25% 57 85 558 Fles
R=tail 5.0% 51721 28% 31239 138 5121
Restaurant’Enterfainment  11.0% 518.81 B5%% 514.12 25% $10.58 508 5202
Cffice B5% 518.04 B5%% 515.30 25% $11.48 F121 33274
Haoteal 10.5% 554 80 B5% 551.68 20% 34318 3411 3202
Marina 11.0% TES 20% 585.05 - T
Sales Per Square Foot
Retail Sales/s f. 5300
Enfertainmeni Sales/s § 5320

"Cap Rates provided by ReafiorRates com (2005)

Sources:

UL Dollars and Cents of Shooping Canters, 2004
Marshall Swift Valuation Service, 2005

Knoville MPC
Colliers Intemational




1.8 REVENUE PROJECTIONS:
DEVELOPMENT COSTS

Project Details - Alid-Density Model Besidential

2 Tty

Averags Unit Size (2.0
Building Ares

%o Common Ares

Taoral Salzable Space

Construction Costs (incudes A & E)
Constraction per s £ 3
iwid-Luxury, elevator inc.)

Construction Cost 3
Local Mnloplier (Enooille)

Admsted Consoaction Cost 3

Undergronnd Parkmg Spaces

Cpst Par Space

Above-Ground Parking Soacmrs
Cpst Par Space

Cost Par Square Foot

Parking Cost

EE LR e

Site Improvemants
(hrigation, Landscaping) 3

Appliances 3

Cost Par Uit
Constructon Costs

Fees

EEL R

Developer Fee

Profeszionzl Services

3

Markenng, Taxe:, Firancing

3

Tioral Feas i

Femaining Value: 3

FPer Unit Construction Cozt: 3

Fer Square Foof Construcfion Cost: §

1100
1,265

15%
1,100

140

177,100
0.95
168,245

a
25,000

15,000

3.0%
5047

7,500
7,300
180,782

15%%
27118

%%
10,848

%
12463
52430

124278
233112

154

Orffice
# Undty

Averaze Unir Stze (2.£)

Building Ares
2 Common Ares

Total Saleable Space

Construction Costs (including A & E)

Construction per s.f. ¥
Goad Class A Offica

Erelim Construction Cost 5
Local Mnltplier (Enoxville)

Admstad Consouction Cost L

Abaove-Ground Parkimg Stracmra 100 sf

Cpst Per Space

Araa per space (5.

Const Par Square

Parking to LA Ratio

Parking Cost

5
£)
Foot ]
5

Site Improvemsants
(Imigation, Landscaping) L
Toral Consmaction Costs &

La nd %
Parcent of Consmuction Costs
Land + Construction 3
Fees
Dieveloper Fee
L
Frofessional Services
(non-architecmoal) 5
Markenng, Taxes. Financing
3
Total Feas L

Total Cost: £

Cuost Per Square Foot: &

113
15%

135

155
0.95
147

15,000
350

15%
LY
G

15
L
20
71
315

74

o\
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1.8 REVENUE PROJECTIONS:
DEVELOPMENT COSTS

Retail
# Units

Avearzze Undt Size (5.£)
Building Arex

%o Common Ares

Taoral Salaable Space

Construction Costs (ncluding A & E)

Construction per s.£

Good Class A Fetzil

Prelim Consmuction Cost
Laocal Mnloplier (Enooille)
Adjasted Consmmcton Cost

Underground Parking Spaces
Cost Par Space

Above-Ground Parking Smacmre
Cost Par Space
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1.8 REVENUE PROJECTIONS:
DEVELOPMENT COSTS
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PROPERTY VALUE (INFLATION)
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1.8 REVENUE PROJECTIONS:
PROPERTY TAX (INFLATION)
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