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FOREWORD

On June 14, 2001, the Knoxville City Council adopted a resolution requesting
Knoxvilles Community Development Corporation (KCDC) to develop a new
redevelopment and urban renewal plan for the Market Square area. In responseto
that request, KCDC has prepared this plan and has submitted it as both a
redevelopment plan under Section 13-20-203(b) of the Tennessee Code Annotated and
an urban renewal plan under Section 13-20-211 of the Tennessee Code Annotated.

At the same time City Council requested the development of this plan, City
Council rescinded a prior redevelopment and urban renewal plan for the Market
Squarearea. Thereareat least two significant differences between this plan and the
prior plan. First, the prior plan placed special emphasis on the development of
technology-oriented businessesin the Market Squarearea. Thisfocushasnot proven
to be economically viableand isnot included in thisplan. Second, the redevelopment
processoutlined in theprior plan did not facilitatethe compr ehensive and coor dinated
redevelopment of the M ar ket Squar e ar eawhileper mitting meaningful participationin
the redevelopment process by existing property owners. This plan will hopefully
achievethat goal.

Theredevelopment of theM arket Squareareaiscritical totherevitalization of
downtown Knoxville. Sincethe original Market House opened for businessin 1854,
Market Square has been the heart of the Knoxville community. Although a few
properties in the Market Square area have been rehabilitated, a majority of the
properties in the Market Square area remain underutilized or vacant. This
redevelopment and urban renewal plan will hopefully be the catalyst to return the
Market Square areato aprominent rolein thecivic, economic and cultural life of the

Knoxville community.



INTRODUCTION

The redevelopment of the Market Square area as a focal point for activity in
East Tennesseeisanecessary step in therevitalization of downtown Knoxville. While
retaining much of its original architectural character, most of the buildingsin the
Market Squarearea areeither underutilized or vacant. Although significant areas of
downtown Knoxville have been redeveloped in recent year s, Knoxvillewill not beable
to live up to its promise as the center of economic, social and cultural activity in the
East Tennesseeregion until the heart of the City -- Market Square -- isreborn.

The redevelopment of the Market Square area is also a natural outgrowth of
year sof downtown planning. Theinitial master plan for Knoxville'sdowntown —The
Downtown K noxville Plan —was completed in 1988 and emphasized beautification and
development for the downtown area. Inthefall of 1995, asa follow-up to that master
plan, The Downtown Or ganization, which had been formed asa private sector advocate
for the central businessdistrict, developed " The Next BIG Steps' process, which also
emphasized making downtown a beautiful placetolive, work, shop and play. A vibrant
Market Square, with renovated buildings and updated public areas, will help fulfill
these plans.

The "Nine Counties One Vision" initiative also recently recognized that
downtown Knoxville should be revitalized as the regional economic hub. "Nine
CountiesOneVision" isacitizen-driven strategic planning effort toidentify goalsand
implementation strategiesfor an area consisting of Knox and surrounding counties. A
sustainable development of the Market Square area would be an important step in
achieving the vision of thisplan.

Revitalization of downtown Knoxville in recent years has included the
Waterfront development in the 1990's, which resulted in Volunteer Landing and
Gateway Village. In addition, the City isinvesting $160 million in a convention center

and related improvementsthat are currently under construction on the World's Fair



Park. The convention center should compliment a revitalized Market Square by
attracting tourists, businesses and local residents to the downtown area. This
redevel opment and urban renewal plan seeksto build upon these and other initiativesin the

downtown area.



PROJECT AREA BOUNDARY AND EXISTING CONDITIONS

The proposed redevelopment and urban renewal area encompasses two (2)
square blocks, which total approximately seven acres. Located in the heart of
Knoxville's Central Business Improvement District (CBID) and centered around
Market Square, this area is generally bounded by Gay Street on the East, Union
Avenue on the South, Walnut Street on the West, and Wall Avenue on the North. A
boundary map depicting the project area follows this page. Thereis a total of 57
parcelsof land within the project area. Theproject areaisin aC-2 zonewith historic
over lay zoning.

Theentireareaischaracterized by dozensof propertiesthat arevacant, in fair
or poor condition or unavailable for development due to multiple or uncertain
owner ship. Thedemand issignificant for small to mid-sized propertiesin thissector of
downtown. Proper development of the Market Square area can spread to adjacent
blocks and provide Knoxville's center city with excellent growth and tax return from
private sector investments.

The project area clearly is eligible to be a redevelopment project within the
meaning of Section 13-20-202(a) of the Tennessee Code Annotated. Based on physical
inspections of the area, the Market Square area is blighted due to dilapidation and
deleteriousland use. Problemswith title to certain of the properties and the diverse
ownership of the Market Square properties also make the area eligible as a
redevelopment project. The Market Square area also clearly qualifies as an urban
renewal project within the meaning of Section 13-20-212(a) of the Tennessee Code
Annotated because the Market Square area, based upon physical inspection, is
blighted, deteriorated and deteriorating. Thesefindingsarefurther supported by data
contained in studies and reports conducted by various organizations within the

downtown area.
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PLAN OBJECTIVES
Thethreeprimary objectivesof thisredevelopment and urban renewal plan are:

To promote the commercial and retail development of downtown Knoxville.

With therevitalization of commer cial and retail businesses, theMar ket Square
areawill becomea center -city gathering placefor peopletowork, live, shop and
dinein ametropolitan setting. Visitorsand residentsalike will be attracted to
the urban, open-air environment uniqueto Knoxville.

To restore and preserve historic character of the Market Square area.

Renovation of a significant number of the existing structures in the Market
Squareareaiscrucial toretain thehistorical integrity of downtown Knoxuville.
By restoring the original character of the structures, the Market Square area
may recr eate the economic vitality of the original 19" century Market Place,
which wasawholesaleand commer cial center for the East Tennesseeregion, as
well as preservethe area for future generations.

To complement and further encourage tourism in downtown Knoxville. A

mixed-use economic center in the Market Square area will complement and
further encourage tourism already attracted to downtown Knoxville by the
waterfront development and the new convention center at World's Fair Park.
A revitalized Market Squarewill bringanew component tothedowntown area
through atown-center concept of shops, offices, restaur ants, entertainment and

residencesthat are centrally located to all other downtown amenities.



RELATIONSHIP TO LOCAL OBJECTIVES

Theappropriateland usesfor theMarket Squarearea arealready reflected in
thecommercial zoning of thearea (C-2) with an historical overlay. Oneof theprimary
obj ectivesof thisredevelopment plan istorestoreand preservetheexisting structures
intheMarket Squareareafor useby commercial and retail businesses, which isclearly
consistent with existing zoning parameters. At thistime, zoning and planning changes
arenot contemplated to facilitate the redevelopment of Market Squar e although such
changes may become necessary based upon the proposalsfor redevelopment that are
received by KCDC.

The downtown Knoxvillearea, and in particular the streets adjoining Mar ket
Square, are the hub of the area's public transportation network. The bus lines
connecting downtown Knoxvilleto other parts of the City and the trolleysthat serve
thedowntown areawill allow for theflow of visitor sand thewor k for cethroughout the
city center, including the Market Square area. By providing commercial, retail and
residential opportunitiesdowntown at Market Squar e, use of publictransportation will
hopefully increase, ther eby improving traffic patter ns throughout K noxville.

Public utilities are already available in the Market Square area although
improvements may need to be made to those utilities to promote development. By
redeveloping areasthat arealready fully served by public utilities, unnecessary utility
construction can be avoided, and economics of scale in providing utilities can be
achieved.

A revitalized Market Squareareawill compliment theexisting r ecr eational and
community facilities located in downtown Knoxville. The new Knoxville convention
center will belocated just to thewest of theredevelopment area, drawing touristsand
businesses to the center city. The waterfront area, with pedestrian walkways
connecting Gateway Village, the Tennessee M arina, r estaur ants, businessesand offices,
plusthe nearby Women's Basketball Hall of Fame south of the Market Square area,



will also attract touristsand regional residents. Cultural eventsat the Bijou Theatre,
the Tennessee Theatreand at other venuessuch astheopen areaat Market Squarewill

provide additional visitorsto downtown during the evenings and weekends.



PROPOSED LAND USESAND BUILDING REQUIREMENTS

The properties in a redeveloped Market Square area would be primarily
occupied by commercial and retail businessesin an eclectic mix and format uniqueto
Knoxville. Thecenter of Market Squarewill remain apedestrian area, lined with r etail
shops, restaurants and entertainment facilities on the first floor level, and office,
professional and residential space on the upper levels. The public areasthat already
exist intheMar ket Squarewould beenhanced to providea pleasant open-air shopping
and wor king experience.

Convenient and affordable parking is essential to draw area residents and
touriststotheMarket Squarearea. The City'sadministration hasproposed a parking
garage for the west end of the development on the tract that is presently surface
parking lots. This garage will be essential in providing visitors with easy access to
shops and officeson Market Square.

The plan anticipates rehabilitation of many of the structures in the
redevelopment areatoretain their historical character. Several of the buildingshave
already undergonepartial or completerestoration. Thedensity of buildingsinthearea
is not expected to be affected. Many structures have not been renovated and will
requirerestoration of their facadesto promote the authentic historic character of the

Market Squar e ar ea.



RELOCATION OF RESIDENCES AND BUSINESSES

TheMarket Squareareapresently hasonly afew residents. Itisnot anticipated
that these residents will need to be relocated during the redevelopment process.
However, if any residentsneed to betemporarily relocated to permit redevelopment of
theMarket Squarearea, KCDC will assist such residentsin temporarily relocating to
housing in the downtown Knoxville area. If any residents must be permanently
relocated due to redevelopment, KCDC will assist any such residents in the same
manner. In either case, KCDC will comply with its own relocation policies and City
ordinances with respect to relocation.

In the event that any businesses must be per manently relocated or temporarily
relocated during theredevelopment of theMarket Squarearea, KCDC will useitsbest
effortsto assist thosebusinessesin identifying suitabler eplacement spacein downtown
Knoxvillein closeproximity to Market Square. Any such relocationswill beconducted

in accordance with the City'srelocation ordinancesand KCDC's relocation policies.
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REDEVELOPMENT PROCESS

Formulating a process for redeveloping Market Square presents unique
challenges. A few of the property ownersin the Market Square area have already
rehabilitated their structures, and several property ownersintheMarket Squarearea
have expressed an interest in rehabilitating their structuresaspart of acomprehensive
redevelopment effort. These property ownersshould be provided with a meaningful
opportunity to participate in the redevelopment process consistent with state law.

While the interests of each property owner must be considered, the Market
Squar eareashould beredeveloped in acomprehensive and coordinated manner. The
involvement of a developer who has experiencewith downtown retail and commer cial
developmentsin citiescomparableto K noxvillewill becritical to the overall success of
theproject. Also, a piecemeal and uncoor dinated redevelopment process based upon
each property owners individual rehabilitation schedule and preferences would
adver sely affect the promotion of the overall project area and would adver sely affect
thebusinessesthat arealready operating. 1n addition, adeveloper isneeded toassist in
formulating the covenantsthat will be necessary to govern theoperation of the M ar ket
Squareareaand to help maintain thelong-term integrity and economic viability of the
Market Squar e development.

For these reasons, KCDC intends to request proposals from both existing
property owners and from developer s who would coor dinate the development of the
property. The developer who would over see the development of the Market Square
areaisreferred to in this plan as the " coordinating developer.” Thisterm is used
instead of theterm " master developer” becausetheterm " master developer™ implies
that the developer would obtain ownership and control of the entire Market Square
area. KCDC anticipatesthat the" coordinating developer™ will haveamajor stakein
theMarket Squar e area through owner ship or long-term leases of several properties.

However, KCDC intends that a substantial effort will be made to permit existing

11



property ownerswho desire to participate in the redevelopment and to comply with
thisredevelopment plan to retain owner ship of their property.

One month following the adoption of this plan, KCDC anticipates requesting
proposals from existing property owners and from entities that desire to be the
coor dinating developer with respect totheMarket Squarearea. Each existing property
owner will berequested to specify in its proposal whether (a) the property owner feels
that its property has already been adequately rehabilitated and that no further
rehabilitation is necessary, (b) the property owner recognizes that rehabilitation is
necessary and desirestorehabilitatetheowner'sproperty in amanner compatiblewith
this plan or (c) the property owner does not desire to rehabilitate its property and
desirestomakeitsproperty availableto the coordinating developer for redevelopment.
If aproperty owner doesnot submit aproposal, KCDC will assumethat the property
owner desires to make his property available to the coordinating developer for
redevelopment, and KCDC will take the appropriate stepsunder state law to acquire
theproperty. Each property owner who statesan interest inretainingitsproperty will
also need to provide an engineering report with the respect to the structural status of
the property owner's building or agree in the property owner's response to per mit
KCDC, at KCDC's expense, to assess the structural integrity of the building. Each
property owner whoindicatesthat it wantstoretain itsproperty will also berequired
to provide such additional information from timetotimeasK CDC may request to be
able to evaluate the property owner's proposal, including evidence of the property
owner'sfinancial ability to complete any proposed rehabilitation project. Proposals
from property owners will be due within sixty days from the date proposals are
requested.

Initsrequest for proposalsfrom coordinating developers, each proposer will be
requested to provide (a) its conceptual plan for the sustainable redevelopment of
Market Square, (b) adescription of thedeveloper'sexperienceand qualifications, (c) a

description of the specific governmental assistancethat the developer believeswill be
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necessary to permit the Market Squar e redevelopment to succeed, (d) evidence of the
developer'sfinancial ability to undertake a redevelopment project of this magnitude
and (e) such other information asK CDC deemsnecessary to evaluate each developer's
ability to undertake the project. Prospective coordinating developers will also be
required to provide such additional information from time to time as KCDC may
request to beableto evaluatethe coor dinating developer s proposals. Responsesfrom
coor dinating developer swill beduewithin one-hundred twenty daysfrom thedatethe
requestsfor proposals arerequested.

The timetable for receiving proposals from the property owners and the
coor dinating developersisdesigned to facilitate the comprehensive redevelopment of
the Market Square area while permitting a meaningful opportunity for the existing
property owners in the Market Square area to participate in the redevelopment.
Becauserequestsfor proposalswill not bedistributed by KCDC until onemonth after
thisplan isadopted, existing property ownerswill have at least ninety daysto develop
planstoredevelop their property, if necessary. Duringthat period, KCDC also hopes
toreceiveadditional input from theHistoric Market Square Association relatingtothe
redevelopment of the Market Square area. Based on this information and the
proposalsthat KCDC receives from existing property owners, KCDC may amend, if
KCDC deems it appropriate, the request for proposals from the coordinating
developerstorefinetheroleof the coordinating developer and the scope of itsservices.

After receipt of the proposals from the property owners and coordinating
developers, KCDC will evaluate the proposals from prospective coordinating
developers and will select the developer with the proposal that best accomplishesthe
objectivesof thisplan. KCDC will then attempt to negotiate a development agr eement
with the prospective coordinating developer. Simultaneously with the negotiation of
that agreement, KCDC will negotiate with the property owners and the prospective
coor dinating developer to obtain development agreements with the property owners

who desire to retain ownership of their propertiess KCDC contemplates that a
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comprehensive development agreement with the coordinating developer and
development agreements with the property owners that wish to retain ownership of
their property would be executed ssmultaneously to achieve a comprehensive and
coor dinated redevelopment of theMarket Squarearea. Thesedevelopment agreements
would establish theresponsibilitiesof the parties, the owner ship of property within the
Market Squar e area, the gover nmental assistance to be made available in connection
with theredevelopment project, thefinancing obligationsof the parties, and such other
matters as are necessary to provide for the successful redevelopment of the Market
Square area.

KCDC will use its best efforts to facilitate development agr eements between
those property owners who wish to retain ownership of their property and the
coordinating developer. Asa condition to entering into the development agr eement
with the coor dinating developer, KCDC will requirethe coor dinating developer touse
its best efforts to permit the continued ownership of property by those property
ownersthat wish to retain owner ship, provided those ownersarewilling to redevelop
their property in a manner that is compatible with the redevelopment plan and the
coor dinating developer's conceptual plan. If KCDC concludes that the coordinating
developer isnot using itsbest effortsto achievethat goal, KCDC may select adifferent
coordinating developer for the project. Only if a development agreement cannot be
reached among aproperty owner, KCDC, and the coordinating developer to permit the
compatible development of the property owner'sproperty would KCDC commenceto
acquirethat property owner's property.

KCDC expects that the comprehensive redevelopment of the Market Square
area will require covenants and restrictions to be recorded that would govern the
operation and maintenanceof theMarket Squarearea. A number of existing property
owner shave suggested that the samegoal could be achieved through restrictive zoning.

Prior to entering into development agreements, KCDC, in consultation with the

coordinating developer and the property ownersthat desireto retain their property,
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will prepare covenants and restrictionsor a zoning ordinance for the Market Square
area. The coordinating developer and the property ownersthat desiretoretain their
property will berequired to agreeto subject theproperty intheMarket Squareareato
these covenants and restrictions or zoning ordinance as a condition to entering into
their respective development agreements.

After development agreements are entered into among the coordinating
developer, KCDC and existing property owners, theredevelopment of Market Square
would occur in compliance with those development agreements. Appropriate
covenants would be included in any deeds for property acquired by KCDC and
conveyed to the coordinating developer to ensure compliance with the applicable
development agreements.

To assist in evaluating the proposals from the property owners and the
proposals to be coordinating developer, the Chair of KCDC will appoint a Market
Squar e Development Advisory Board in accordance with state law. This Advisory
Board will include persons familiar with construction, planning, financing and other
relevant areas. The Advisory Board will also be requested to advise KCDC in
determining whether each property owner'sproposal issufficiently compatiblewith the

objectives of thisplan.
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LAND ACQUISITION AND DISPOSITION PLAN

Until KCDC has negotiated development agreements with the coordinating
developer for theproject and with any property ownerswho arewillingto maintain or
redevelop their properties in a manner compatible with the objectives of this
redevelopment plan, KCDC cannot identify with certainty those properties in the
project areathat will need to be acquired by KCDC to facilitate the redevelopment of
the Market Square area. Once negotiations are completed, KCDC will request the
necessary funding from City Council to acquire those properties that are needed to
permit redevelopment. Theonly propertiesthat KCDC anticipates will be acquired
under this plan will be (a) those properties which the owners have elected not to
develop in compliance with this plan, (b) properties that the owners have elected to
convey to the KCDC, and (c) properties for which negotiations with the owner
regarding plan compliance are unsuccessful. The City administration has indicated
that the City intends to construct a public parking garage on the existing surface
parking lots in the western part of the project area, and KCDC therefore does not
expect to acquiresuch property aspart of thisredevelopment plan unlessrequested to
do so by the City.

Properties identified for acquisition will be obtained through negotiation if
possible.  KCDC will only acquire property on the Market Square area by
condemnation if negotiations to acquire the property are unsuccessful. Any
condemnation shall bein compliance with statelaw and KCDC's acquisition policies.

Propertiesacquired by KCDC will bedisposed of in accordance with statelaw
and, in particular, Sections 13-20-204 and 13-20-210 of the Tennessee Code Annotated.
Asprovided in those statutes, KCDC may dispose of any acquired property at such
value as KCDC deter mines such property should be made available in order that it
may beredeveloped for the purposesset forth in thisplan. Thedisposition priceswill

be set pursuant to the development agreementsthat KCDC expectsto enter into with
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the coordinating developer and any existing property owners that participate in the
redevelopment. Any such dispositions will be made subject to such restrictions and
covenants as KCDC deems necessary to (a) ensure completion of the redevelopment
project after thetransfer, (b) maintain thequality of the Market Squar e development

and (c) ensurethe continued maintenance of thepropertiesin theMarket Squarearea.
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PROPERTY MANAGEMENT

Dueto construction schedules, it isanticipated that certain properties may be
under management by KCDC at varioustimesduring theredevelopment processin the
Market Square area. Although the primary objectives of the property management
activity will beto minimizethelength of occupancy of property after acquisition and to
relocate occupants as quickly and efficiently as possible into appropriate
accommodations in accor dance with this plan, relocation and construction activities
will be staged in a manner determined most beneficial to the project. Only such
maintenance as may be required for the health and safety of persons lawfully
remainingin occupancy will beundertaken with respect toacquired properties. KCDC
does not anticipate that it will be necessary to employ security personnel to ensure
protection of thesiteproperty. Theproperty manager will makefrequent toursof the
acquired properties in order to keep himself informed of the condition of such
properties. A rent schedulewill beestablished for any property whichisto beoccupied

after acquisition.
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PROCEDURE FOR PLAN AMENDMENTS

I n the cour seof implementing thisredevelopment plan, amendmentstothisplan
may bewarranted. Any amendmentstothisplan will only beadopted by City Council
after apublic hearingisconducted in the same manner asthe hearing was conducted
prior totheadoption of thisplan. Noticeof any proposed amendmentswill begiven to

all property ownerswithin the project area pursuant to therequirementsof statelaw.
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FUNDING ALTERNATIVES

Both theproperty ownerswhoretain their propertiesfor redevelopment and the
coor dinating developer will be expected to pay for a substantial portion of the cost of
rehabilitating those buildings within the Market Square area that require
rehabilitation. In particular, both the coordinating developer and such property
owner swill be expected to pay the costsof any tenant finishesand similar costsrelating
to the rehabilitation and redevelopment of the Market Square development. The
financial ability to obtain the necessary funds to pay these costs will be a significant
factor in selecting a coor dinating developer and in per mitting existing property owners
to redevelop their properties.

Given the historic nature of the buildingsin the Market Square area and the
deteriorating condition of many of those buildings, significant gover nmental assistance
is expected to be needed, however, to make this project economically viable. This
governmental assistance can take several forms. First, the City can pay for any
infrastructure costsrelativeto theredevelopment, such as utility, sidewalk and street
improvements, and can also redevelop the public areas of the Market Square areato
theextent required by thedevelopment agreements. TheCity can alsofacilitatein-lieu-
of-tax agreements with the various property owners, including the coordinating
developer, toassist in making the project economically viable. Third, the City can pay
for structural rehabilitation costs of any buildings acquired by KCDC as part of an
urban renewal project. Fourth, the City can assist property ownersin utilizing historic
tax creditsunder federal tax law and facade easementsthat can result in acharitable
deduction. Aspart of the negotiation of development agreementswith the coor dinating
developer sand theproperty owners, KCDC expectstorequest the City to consider and
make available these types of governmental assistance to both the coordinating
developer and the existing property ownerswho retain their propertiesto the extent

needed to make this redevelopment project viable.
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