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Executive Summary
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“The purpose of the Orange County Great Park
Corporation is to develop and operate, preserve
and protect the Orange County Great Park for
the benefit and enjoyment of all its visitors,
those of today and those of the future.”
Overview
The purpose of the Strategic Business Plan for
the Orange County Great Park is to assist the
Board of Directors in analyzing the impacts of
the policies and priorities adopted for the
development of the Orange County Great Park.
As a blueprint for the future, the plan outlines
the Great Park’s goals for development of the park over the next ten years and assesses its
financial capacity to achieve these goals.
Assumptions upon which the plan is based include existing contracts, prior Board direction,
and available funding. Consistent with the City of Irvine business planning process, no funds
have been included unless they were both measurable and reasonably believed to be
available.
The original business plan for the Great Park was adopted by the Board in December 2004,
an interim plan was presented to the Board in March 2007, and a 10-year cash flow analysis
was presented to the Board in April and updated in October 2009.
Although not specifically addressed in this business plan, the Great Park project also presents
a regional economic benefit. With the recent approval of the Western Sector Park
Development Plan, the conclusion of the successful summer program events, and the approval
of the lease agreement with Cirque du Soleil, the Great Park is beginning to demonstrate its
potential as a regional economic engine. The Economic and Fiscal Impact of Cirque du Soleil
presented by Economics Research Associates discusses some of these economic impacts.
(Appendix C). Cirque du Soleil will generate approximately $2.4 million in Orange County
each season and over the course of eight seasons, total countywide expenditures will be
$19.2 million. The presence of Cirque at the Great Park is expected to generate 270 jobs
per season in Orange County and revenues for the City’s general fund of $88,000 per
season for a total of $700,000 over all eight seasons.
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Summary of Sources and Uses of Funds
The following is a summary of the sources and uses of funds for Fiscal Years 2009-2019.
Existing funds and revenues consist primarily of Development Fees paid by Heritage Fields,
interest earnings, and revenues from lease agreements. Future revenues include payments
from Heritage Fields from the Amended and Restated Development Agreement, as well as repayment of the Purchase, Sale, and Financing agreement loan between the City and the
Irvine Redevelopment Agency.
Expenditures consist primarily of capital costs related to development of the Western Sector
Park Development Plan – Phase I approved by the Board of Directors in October 2009 and
by the Irvine City Council in November 2009, as well as administrative costs and on-going
maintenance and operations to support the developed park.
The following graph depicts the Great Park’s estimated beginning cash position for each fiscal
year beginning in Fiscal Year 2009-2010.

The graph above notes revenue sources in the years and amounts estimated to be received
with further detail provided throughout this document. Expenditures are benchmarked off the
Fiscal Year 2009-2010 budget and increase in general at 3% per year. In Fiscal Year
-5-
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2011-2012, general and administrative costs are assumed to decrease by 25% due primarily
to a reduction in staff. Operations costs and staffing are increased as components of the
Western Sector Park Development Plan are completed and are also escalated at 3% per year.
The blue diamond on the graph shows an anticipated bond issuance of $30 million by the
Irvine Redevelopment Agency (RDA) in Fiscal Year 2015-2016. Because RDA bond proceeds
are entirely under the control of the RDA, they are not included in the cash flow. It is
anticipated, however, that such funds will be used for improvements within the Great Park.
The graph illustrates that the Western Sector Park Development Plan at $65.5 million can be
built and that the developed Great Park can be maintained within current funding constraints.
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El Toro Marine Base History and Heritage
The property upon which the Orange County Great Park resides has a
long and varied history. In the early 1800s, under Spanish
ownership, it was used as grazing land for cattle and horses. In
1860, the land was purchased by James Irvine Sr. as part of a
107,000 acre acquisition. Irvine began experimenting with farming
and the land was ultimately used for many years to produce black
and lima beans.
Following the bombing of Pearl Harbor in 1942, the Navy began the
James Irvine, Sr.
process of finding land suitable for constructing five Marine Corps air
bases in Southern California. Among the sites selected were the El Toro bean fields. In an
attempt to protect his highly successful crops, Irvine offered other sites on his ranch, including
the land now occupied by the Orange County Airport, for $1 per acre.
Ultimately, the Navy selected Irvine’s El Toro farm as the preferred
location because it sat in a valley at the base of the Saddleback
Mountains, it was fog-free most of the year, and it was adjacent to a
main rail line. It was also near the Long Beach seaport which was used
to ferry troops to assignments overseas. Irvine was paid a total of
$100,000 for 4,000 acres of land and on August 3, 1942, construction
began on MCAS El Toro.
By January of 1943, construction crews had completed five
asphalt runways, 27 miles of paved highways, hangars,
barracks and bachelor officer quarters. On March 17, 1943,
MCAS El Toro was officially commissioned. In 1950, the base
was selected as a permanent Master Jet Station and center of
support for the operation and combat readiness of Fleet Marine
Forces in the Pacific. During the 1960s, El Toro played an
important role in military operations related to the Vietnam War.
Over a period of ten years, thousands of military personnel
supporting the First Marine Aircraft Wing departed for Vietnam
from El Toro. In addition, at the end of the war in May 1975, El
Toro served as the arrival site for over 50,000 Vietnamese
refugees as part of what was known as Operation New
Freedom. In peacetime, the base served as a training facility.
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In 1991, the Third Marine Aircraft Wing out of El Toro was deployed to support Operation
Desert Storm. It became the third largest airwing in Marine Corp history and was the first
aviation unit ready for gulf war combat operations in Southwest Asia. Upon conclusion of the
war, El Toro marines were then deployed to the Philippines, Bangladesh, and Somalia for
humanitarian rescue efforts.
During the 1990’s, the Federal Base Realignment and Closure Commission identified military
bases throughout the nation that were slated for
closure for a variety of reasons, and included by
Congressional action was MCAS El Toro.
The El Toro base was officially closed on July 2,
1999. The County of Orange was designated the
Local Redevelopment Authority (LRA) for
development of a Community Reuse Plan to guide
future development of the former base.
MCAS El Toro Closing Ceremony, July 2, 1999
From Airport to a Great Park
The County, acting in its capacity as the LRA, determined that the best use for the former El
Toro Marine base was an international airport. In 1994, Orange County voters narrowly
approved Measure A that zoned the property for use as an international airport.

With the passage of Measure A, a multi-year legal and political battle ensued to determine
the ultimate use of the decommissioned base property. This battle ended on March 5, 2002
when 58% of Orange County voters approved Measure W, the Orange County Central Park
and Nature Preserve Initiative.
Measure W effectively overturned Measure A and
amended the County General Plan to create a major
central park at the former MCAS El Toro site. The day
after Measure W was approved by voters, the
Department of the Navy surprised the County by
announcing that the disposal of the former base would
be accomplished by means of a public sale.
Among the first steps in the sale process, the Navy issued its Record of Decision (ROD) on
April 23, 2002 as required under the National Environmental Policy Act. The ROD
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announced the Navy’s formal decision to dispose of the site, consistent
with the Defense Base Closure and Realignment Act of 1990 (BRAC).
The City of Irvine responded immediately to the Navy’s decision by
beginning to create the Great Park Plan for El Toro. In April 2002,
representatives from the Navy and City staff met to ensure mutual
interests would be met in the land use plan being developed for the
property. On May 27, 2003, the Irvine City Council certified a Final
Environmental Impact Report and adopted a General Plan Amendment
and Zone Change to create the land use policy and legislative
structure to guide the development of the Orange County Great Park.
Sale and Transfer of MCAS El Toro
In September 2004, the Navy issued an Invitation for Bids for the 3,700 acre
El Toro site. An on-line public auction of four separate parcels was held and on February
16th, 2005, the auction closed. Miami-based Lennar Corporation, one of the nations leading
residential and commercial developers,
purchased all four parcels for a total of $649.5
million.
The purchase of the former Marine Corps Air
Station, El Toro marked the end of sixty years of
military history and the beginning of a unique
partnership between the City of Irvine, the
Federal government, and a private landowner.
On July 12, 2005 escrow closed between
Heritage Fields (Lennar) and the Navy for
purchase of the former MCAS El Toro.
Immediately following the purchase, Heritage
Fields entered into a Development Agreement
with the City of Irvine. Under the terms of the
Development Agreement, Heritage Fields was
granted vested development rights in exchange
for the land and capital that would provide for
the design and construction of the Great Park.
The agreement required Heritage Fields to
transfer approximately 1,347 acres to public
-9-
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ownership and contribute $200 million dollars towards the development of the Great Park.
An additional $201 million dollars was agreed to be provided through a Community
Facilities District (CFD) bond sale secured by the property. CFD bonds will provide funding
for public infrastructure and facilities such as roads and utility connections. Remaining
capacity in the CFD, if any, was available to assist in the development of the Great Park. The
terms of the 2005 Development Agreement were changed in 2009 when the City Council
approved an Amended and Restated Development Agreement (ARDA) with Heritage Fields.
The 2009 ARDA is discussed later in this plan.
Department of the Navy/Environmental Cleanup
At the time of sale, certain portions of the property were deemed not
immediately suitable for transfer in fee to Heritage Fields or the City of Irvine
because they were potentially contaminated from on-station operations at
the military base. The U.S. Environmental Protection Agency (EPA) had
placed the base on the National Priorities List in 1990 due to the discovery
of a groundwater plume containing volatile organic compounds. In
addition to the plume, there were also sites containing underground storage
tanks, aboveground storage tanks, solid waste management units, PCB
transformer, landfills and other miscellaneous locations of concern.
Because responsibility for the environmental clean-up of these parcels remains with the
Department of the Navy, these portions of the property were transferred as Leases in
Furtherance of Conveyance (LIFOC) rather than through a grant deed. Approximately 40% of
the property transferred to the City of Irvine for the Great Park through the Development
Agreement is LIFOC property. As property is cleaned, and a Finding of Suitability to transfer
(FOST) is made, the property is deeded to Heritage Fields and then to the City. Since signing
of the Development Agreement, several areas have been successfully cleaned and have either
been deeded to the City or are in the process of obtaining the necessary regulatory
approvals. The Navy estimated that some areas could take up to 30 years to be ready.
However, the City is not prohibited from developing areas held as LIFOC property, but must
ask and receive written permission from the Navy prior to disturbing the land. Development
in LIFOC areas may occur only after all regulatory approvals have been granted.
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Designing the Great Park
After an eight-month international design competition was conducted in
2005, the Great Park selected landscape architect Ken Smith and his
collaborating partners to design the Park. Collectively known as The
Great Park Design Studio, Smith’s collaborators include Mia Lehrer of
Mia Lehrer + Associates, Enrique Norton of Ten Arquitectos, Steven
Handel of Green Shield Ecology, Buro Happold consulting engineers,
Fuscoe Engineering, and the construction and design management
firm, Gafcon.
Master Designer Ken Smith

Designers met with residents, community leaders, veterans, environmental organizations, and
artists to enhance the competition plan into a Master Plan for the Park. Generated from these
meetings were key elements of the Park, such as the sports park, performance area, great
lawn, trails, botanical gardens, lake, canyon, agua chinon, cultural terrace, and bosque.
Together, these features will fulfill the Park’s function as a great social and recreational
gathering place.
A portion of the park is already open to the public. The Great Park Balloon, donated by
Heritage Fields, takes visitors 400 feet aloft for a bird’s-eye view of the park, opened July
2007 and the balloon’s surrounding Preview Park opened in July 2008. An extension to the
preview park was completed July 2009.
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Corporate Structure and Governance
The Great Park Corporation is a duly authorized Corporation in the State of California
pursuant to Articles of Incorporation filed on July 7, 2003 and amended in 2004.
On July 13, 2005, the Orange County Great Park Corporation received its determination
letter from the Department of the Treasury as a tax exempt organization under section 501 (c)
3 of the Internal Revenue Code. It is further classified as a Public Charity under 509 (a) 3 of
the Internal Revenue Code. This status provides that the organization must be operated solely
for the benefit of, or in connection with, the supported organization. In the case of the Great
Park Corporation, the supported organization is the City of Irvine.
On April 26, 2006, the Irvine City Council adopted a resolution clarifying the organizational
structure, roles and responsibilities of both the City of Irvine and the Orange County Great
Park Corporation relative to the design, construction, operation, and maintenance of the Park.
The resolution provides the following:
• The Orange County Great Park Corporation Board of Directors consists of five
members of the Irvine City Council and four appointed directors.
• Employees serving the Corporation are employees of the City of Irvine, working within
the City’s organizational structure (i.e. as a distinct operating department of the City)
and functioning under the general direction and supervision of the City Manager.
• Funds for the development of the Park are managed by the City of Irvine in a separate
City fund.
• Operations and maintenance of the Park shall be based on a self-sustaining budget.
• The Great Park Board of Directors
o May develop policies for presentation for City Council adoption.
o Is responsible for direction and oversight with respect to planning, designing,
and constructing the Park.
o Is responsible for ensuring that applicable policy guidelines and design
principles are implemented.
o Will oversee construction of the Park and will provide recommendations to the
City Council for approval of all contracts and change orders.
• The Irvine City Council
o Must initiate and approve all land use modifications.
o Has final authority over all financial matters, including contracts for construction,
operation and maintenance of the Park.
o Is responsible for the management, dispensation and investment of funds
available for the Park.
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Measure R: Orange County Great Park Ratification and Implementation Act
On November 8, 2008, a local ordinance, known as Measure R, was passed by a majority
of Irvine voters. Known as the Orange County Great Park Ratification and Implementation
Act, the purpose of the ordinance is to clarify the respective roles and responsibilities of the
City of Irvine and the Corporation with regard to the Park project. The ordinance also
clarified the manner in which funding for, construction and on-going maintenance of the Park
is to be managed. The main provisions of this ordinance are summarized below:
The Corporation Board is responsible for:
• adopting policies concerning planning, designing, constructing, operating, and
maintaining the public portions of the Park;
• ensuring that policy guidelines and design principles are implemented;
• providing direction with respect to planning, designing, and constructing the Park; and
• overseeing construction of the Park;
Corporation staff is responsible for:
• initiating fund development and fostering relationships with public and private partners
to construct and operate the Park; and
• interfacing directly with the design team, program manager, construction contractors,
and utility and regulatory agencies.
The City of Irvine is responsible for:
• initiating and approving land use modifications;
• managing all financial matters, including contracts for professional and maintenance
services related to the Park; and
• managing all funds related to development of the Park, including accounting for all
Park related expenditures and investing portions of the funds not needed for immediate
use in accordance with the City’s investment policy.
Other pertinent provisions of the ordinance memorialize that all revenues and expenditures
related to the Park will be managed by the City in a separate fund; the operation and
maintenance of the Park will be based on self-sustaining budgets; existing residents and
businesses of Irvine will be protected from paying for Park operations and maintenance; and
the City will not use General Funds for the planning, construction, operation, or maintenance
of the Park.
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Mission Statement
Early in the Great Park’s history, the Board of Directors adopted a Mission Statement and a
set of guiding principals as the foundation and direction for the organization.
“The purpose of the Orange County Great Park Corporation is to develop and operate,
preserve and protect the Orange County Great Park for the benefit and enjoyment of all its
visitors, those of today and those of the future.”
Guiding Principles
Communications – Provide timely and accurate information to the countywide constituency to
assess their needs and interests as they relate to the Great Park and to ensure these needs and
interests are reflected in the planning and development of the park.
• Provide regional outreach and distribution of Great Park materials, administer surveys
and conduct symposiums in order to inform, assess the needs, and educate residents of
Orange County.
• Encourage patronage of all venues, expand public awareness, marketing programs,
branding and build stakeholders, to assure that the Park remains a lively and integral
part of the community and State for years to come.
• Provide on-going needs assessments to assure the uses are applicable over time.
Design and Infrastructure – Create realistic development standards and guidelines to ensure that
the program for the Orange County Great Park serves the needs and interests of all areas of the
County.
•

Adopt plans that inspire and excite.

•

Emphasize quality.

•

Create a positive identity unique to the Great Park and surrounding region.

•

Continually consider the property as a single site to assure a continuity and balance
among site uses and adjacent areas with particular attention given to the design of the
property’s edge treatments.

•

Develop a program that promotes countywide utilization of the Park.

•

Commit to a master plan as a living document that can be phased, with flexibility to
allow for adjustments over time.

•

Promote and serve multiple functions including the integration of passive and active
recreation, open space, work and living environments.
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•

Incorporate universal design and accessibility standards that provide opportunities for
all park visitors to experience the park environment to the fullest extent.

•

Incorporate guidelines for flexible transportation systems connecting all areas of the
Great Park and accessibility to the Park with minimum impact to air quality.

•

Implement a pedestrian friendly design.

•

Implement green building principles.

•

Incorporate sustainability principles to include water use and reuse throughout the
entire property, energy and resource conservation and resource conservation.

Environmental – Ensure that consideration is given to creating a park environment that is
sustainable and energy efficient and that protects the long-term viability of the park’s natural
resources.
• Create stewards of the Great Park who understand, support, and contribute to
sustainability on every level.
•

Promote sustainability through building practices that maximize use of the existing built
environment, take full advantage of energy efficiency and viable alternative energy
resources, incorporate designs and materials that enhance occupant well-being and
protect the long-term viability of natural resources.

•

Establish programs that promote energy efficiency, energy resources, and renewables,
and minimizing peak demand throughout the Park’s infrastructure, built environment
and on-going activities.

•

Support a sustainable transportation system by creating alternatives to private vehicles
that provide mobility to those who live, work, and visit the Park.

•

Protect existing natural resources and restore degraded resources, while increasing
native habitats, limiting resource intensive habitats, and establishing a connection
between park habitats and regional ecosystems.

In addition, twelve sustainability objectives have been developed to serve as a guide in the
design and operation of the Park:
1.

Biodiversity: provide ecological habitats and corridors to reflect the local natural
heritage and enhance biodiversity in the region.

2.

Water: protect and conserve natural and potable water resources.

3.

Land: remediate contaminated areas and develop healthy living soil.

4.

Energy: reduce the use of fossil fuels and the emission of greenhouse gases.
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5.

Materials: minimize the impact of construction materials and the generation of
waste.

6.

Air Quality: Improve air quality of internal and external environments.

7.

Heritage: instill a sense of place that references the history of the site and the region.

8.

Well-Being: protect and improve the health and productivity of those who visit and
work in the Park.

9.

Connection to Nature: provide opportunities to experience nature and environmental
education in the greater Orange County area.

10. Inclusion: provide park experiences that match the cultural and recreational
expectations of all visitors. Encourage community participation and civic
engagement.
11. Transit-Oriented: provide a development with less polluting transportation choices
and connections within and beyond the Park.
12. Monitoring: Incorporate ongoing measurements and monitoring of key sustainability
targets.
Finance – Ensure the fiscal stability of the Orange County Great Park.
• Protect the ability of the Orange County Great Park to conduct its business by ensuring
that policy and planning decisions are not controlled by financial problems or
emergencies.
•

Develop operational principles that minimize overhead costs and financial risks.

•

Enhance planning capability by developing accurate information on design and
development costs.

•

Employ revenue policies that prevent undue or unbalanced reliance on certain
revenues and which provide adequate funds to operate the desired programs.

•

Ensure the legal use of all Great Park funds through a good system of financial security
and controls.

•

Assure budget and financial policies and practices remain sound throughout the years
by providing independent, outside oversight.

Property Management – Maximize the property’s potential as a world-class park and its value as
a long-term asset for the Great Park.
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•

Manage assets and direct development in a manner that achieves the near term goals
of the Great Park without compromising the ability to meet the needs of future
generations.

•

Provide broad access to social, cultural, educational and recreational opportunities for
all segments of the community.

•

Generate revenue through appropriate asset management and leasing opportunities to
fund sufficient Great Park reserves dedicated for future repair and replacement of
facilities.

•

Adopt and implement a comprehensive security plan to protect people and property
and to prevent disorder and deterioration.

•

Create a sense of place which invites and encourages people countywide to gather at
the Great Park.
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Amended & Restated Development Agreement
On August 11, 2009, the City Council approved an Amended and
Restated Development Agreement that updates the mutual relationship
between the City and Heritage Fields.
The main components of this agreement affecting the Great Park
are as follows:
•

Heritage Fields will fund up to $40 million over a five year
period towards joint backbone infrastructure and construction
needs, including runway demolition in the Great Park.

•

Heritage Fields will contribute $18 million over a 5 year period beginning in Fiscal
Year 2009-2010 towards maintenance and operations of the Great Park.

•

Beginning in Fiscal Year 2014-2015, Heritage Fields will contribute up to a maximum
of $9.5 million per year for park maintenance on an “as-needed” basis. Items that
qualify as maintenance expenditures for these funds are specified in the Agreement,
and include work such as landscaping, grass and turf, open space, agriculture, water
features, buildings and facilities, parking and drainage facilities. Items that are not
considered eligible include work to maintain or manage a lake, canyon, the balloon
attraction, and special event programming.

•

The Great Park Special Fund will receive $9 million over 9 years in public-benefit fees
that would have come from City-dedicated golf fees had a golf course been
constructed. These fees will be used to develop and maintain the Park. The new
agreement releases Heritage Fields from its original commitment to retain a golf course
on the site.

•

Heritage Fields will transfer 130.5 acres of land to the City within the Lifelong Learning
District to be developed as part of the Great Park, and an additional one-half acre for
the nearby 5-acre site dedicated for a new police facility.

•

Responsibility for cost overruns related to backbone infrastructure development shifts
from the City to Heritage Fields.

•

Heritage Fields will have design lead on most of the backbone infrastructure
development, based on criteria established in the revised agreement.

•

The current designation of 173 acres of agricultural land in the Lifelong Learning
District was removed.

•

Land uses that would support the Great Park, such as a hotel, restaurants, small-scale
retail, institutional, and educational uses will be allowed.

- 18 -

Amended Development Agreement
Orange County Great Park Corporation

Density Bonus
On August 11, 2009, the Irvine City Council approved the Density Bonus Agreement for
Heritage Fields, which is based on the permitted development capacity of 3,625 units
approved in the Amended Overlay Plan. The Master Affordable Housing Plan proposed that
399, or 11%, of the homes in the project be permanently affordable to households at or
below 50% of area median income (very low-income) and 145 homes, or 4%, be
permanently affordable at moderate-income. State density bonus law requires that a City
shall grant a 35% density bonus if the developer provides 11% very low-income units.
In the case of Heritage Fields, the bonus translates into 1,269 additional units. These
additional units are incorporated into the calculations of future tax increment that may be
used for Great Park development.
With the addition of density bonus units, 4,894 homes can be constructed at The Great Park.
Commercial development capacity is as follows: Institutional, 2,138,000 square feet;
Commercial Recreation, 708,000 square feet; Medical & Science and Research &
Development, 2,600,000 square feet; Community Commercial and Retail, 300,000 square
feet; Auto, 102,000 square feet; and Office, 75,000 square feet.
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Strategic Business Plan Financial Assumptions
On October 26, 2006 the Orange County Great Park Board of Directors approved the
Preliminary Master Plan for the Great Park. Shortly thereafter a dedicated effort to complete
schematic design drawings for the entire Great Park began. This effort culminated in the
presentation and approval of the Great Park Comprehensive Park Design by the Board of
Directors on February 19, 2009. The original business plan for the Great Park was adopted
by the Board in December 2004, an interim plan was presented to the Board in March
2007, and a 10-year cash flow analysis was presented to the Board in April and updated in
October 2009.
In April, 2009, staff presented a cash flow analysis to the Great Park Board with a
recommendation that the Board establish a budget parameter of $61.16 million for the
development of the Western Sector Park Development Plan, Phase I. Based on the
assumptions contained within the cash flow analysis, $61.16 million was determined to be
the maximum amount that could be spent on capital development and still maintain fiscal
sustainability. The board approved staff’s recommendation.
Following the close of Fiscal Year 2008-2009 and approval of the Amended and Restated
Development Agreement between the City of Irvine and Heritage Fields, LLC in August 2009,
an updated cash flow analysis was developed. The update included modifications for
changes in market and economic conditions. Following the updated cash flow analysis, staff
recommended, and the Board and City Council approved, a total budget of $65.5 million for
the Western Sector Park Development Plan -- Phase I.

- 20 -

Financial Assumptions
Orange County Great Park Corporation

Cash Flow Model General Assumptions Include:
1. A beginning Available Fund Balance at July 1, 2009 of $128.7 million calculated as
follows:
All Great Park Funds
Inception through June 30, 2009
Revenues:
Development Agreement Fees

$200,000,000

Lease, Interest, & Other Revenues
Revenue Total

$35,657,941
$235,657,941

Purchase, Sale and Financing Agreement Contribution
Total All Sources

$134,000,000
$369,657,941

Expenditures & Transfers-Out:
Capital Improvement Projects, Contract

$81,922,157

Services, & Special Events
Other Expenditures1

$22,319,747

Other Department Charges

$168,364

Transfers-Out:
To the General Fund

$200,000

Total All Expenditures & Transfers-Out
Fund Balance at June 30, 2009

$265,047,673

Reservation of Fund Balance - RDA Loan Receivable
Carryover and Year-End Appropriation
CIP Reconciliation

($134,000,000)
($1,432,004)
($963,942)

Adjusted Fund Balance at July 1, 2009

1.

$104,610,268

$128,651,727

Other Expenditures includes Staff Salaries, Supplies, Internal Services, Training &
Business Expenses, Utilities, Capital Equipment (not part of CIP Projects),
Miscellaneous, and Corporation Start-up Costs
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A detailed breakdown of expenditures for Capital Projects and Contract Services from
inception to June 30, 2009, is provided in Appendix D.
2. Revenues and Expenditures as adopted in the FY 2009-2010 Great Park Budget are
used as the base year for future projections.
3. Revenues are projected over a 10-year period and include revenues from existing
leases, interest earnings and changes related to the Amended Development Agreement
approved in August 2009.
4. Expenditures are projected over a 10-year period and include all existing maintenance
and operations for all completed Great Park Components.
5. Capital Projects in the amount of $15.7 million that were in process at the end of
Fiscal Year 2008-2009 will continue into Fiscal Year 2009-2010 and include the
following:
•
•
•
•
•

Site Prep & Demo
GPDS Schematic Design
Phase 1C Preview Park
2009 Capital Improvement Project
Backbone Infrastructure CIP

$ 3.5 million
$ 6.0 million
$ 1.0 million
$ 4.0 million
$ 1.2 million
$ 15.7 million

6. The tax increment forecast is based on an updated analysis of residential and
non-residential price points and market absorption of the Great Park Neighborhoods
development that was updated in the Summer of 2009.
7. The Great Park Board approved Western Sector Park Development Plan is included at
$65.5 million
8. The Great Park Special Fund maintains a cash balance of at least $10 million in every
year of the 10-year projection period.
9. A base assumption of this business plan is that the RDA Board will choose to utilize tax
increment bond proceeds to fund future development of the Great Park.
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Revenue Sources
Consistent with the City of Irvine’s strategic planning process, only funding sources which are
both measurable and available are included in the strategic plan. Revenues include lease
revenues for operating on Great Park property, interest earnings, revenues provided through
the Amended and Restated Development agreement, and repayment of the Purchase Sale and
Financing Agreement Loan. A discussion of potential grant funds is included, as well as
background information on the forecast of available tax increment. It should be noted that
apart from the repayment of the Purchase, Sale and Financing Agreement loan, the tax
increment that flows into the Irvine Redevelopment Agency (RDA) is not a Great Park revenue
source. The Board of the RDA controls tax increment allocation.
Table 1 and Table 2 depict a summary of the revenues from FY 2009-2010 through FY
2019-2020 in 5-year increments. A detailed discussion of each revenue item follows these
tables.
Detailed Revenues and Expenditures from 2009-19
Table 1
FY 2009-2015 Revenues
Adj. Budget
Revenues & Fund Balance

Esc.

Beginning Available Fund Balance

1

2

3

4

5

2010-11

2011-12

2012-13

2013-14

2014-15

$128,651,727

$78,905,845

$28,443,022

$18,102,245

$14,327,240

$11,423,688

2009-10

Interest

3%

3,130,000

2,167,000

785,000

462,000

381,000

365,000

Agricultural Lease

3%

100,000

103,000

106,090

109,273

112,551

115,927

RV Storage

3%

1,818,000

1,872,540

1,928,716

1,986,578

2,046,175

2,107,560

Runway Access

3%

450,000

463,500

477,405

491,727

506,479

521,673

Green Waste

3%

500,000

515,000

530,450

546,364

562,754

579,637

Heritage Fields Contribution

Calc

300,000

0

0

0

0

0

Golf Course Fees

Calc

0

0

0

0

0

0

Preview Park/Other

3%

68,594

180,206

185,612

191,181

196,916

202,823

Event Parking

3%

168,000

173,040

178,231

183,578

189,085

194,758

Sponsorships

0%

250,000

250,000

250,000

250,000

250,000

250,000

Sports Park Revenues

3%

0

0

25,000

25,750

26,523

27,318

HF/CFD Guaranteed Amount

Calc

0

0

9,000,000

4,000,000

5,000,000

8,410,000

DA - Public Benefit Fee §10.1

Calc

300,000

300,000

300,000

1,200,000

1,200,000

1,200,000

0

0

0

2,900,000

4,700,000

6,700,000

$7,084,594

$6,024,286

$13,766,505

$12,346,450

$15,171,483

$20,674,698

RDA $134 Million Loan Repayment (Tax Increment)
Total Revenues

- 23 -

Revenue Sources
Orange County Great Park Corporation

Table 2
FY 2015-120 Revenues
Revenues & Fund Balance

Esc.

Beginning Available Fund Balance

6

7

8

9

10

2015-16

2016-17

2017-18

2018-19

2019-20

$13,296,685

$15,818,991

$15,184,544

$15,139,330

$14,609,955

Interest

3%

430,000

458,000

448,000

440,000

436,000

Agricultural Lease

3%

119,405

122,987

126,677

130,477

134,392

RV Storage

3%

2,170,787

2,235,911

2,302,988

2,372,078

2,443,240

Runway Access

3%

537,324

553,443

570,047

587,148

604,762

Green Waste

3%

597,026

614,937

633,385

652,387

671,958

Heritage Fields Contribution

Calc

0

0

0

0

0

Golf Course Fees

Calc

0

0

0

0

0

Preview Park/Other

3%

208,908

215,175

221,631

228,280

235,128

Event Parking

3%

200,601

206,619

212,817

219,202

225,778

Sponsorships

0%

250,000

250,000

250,000

250,000

250,000

Sports Park Revenues

3%

28,138

28,982

29,851

30,747

31,669

HF/CFD Guaranteed Amount

Calc

8,562,000

9,553,000

9,722,000

10,692,000

11,013,000

DA - Public Benefit Fee §10.1

Calc

1,500,000

1,500,000

1,500,000

0

0

6,800,000

3,700,000

4,500,000

6,100,000

7,700,000

$21,404,189

$19,439,054

$20,517,396

$21,702,318

$23,745,927

RDA $134 Million Loan Repayment (Tax Increment)
Total Revenues

Revenue Assumptions
Interest Income
Cash balances for the Great Park are held in a separate fund at the City of Irvine for the
development of the Great Park. Available amounts are invested by the City Treasurer in the
City’s Operating Portfolio. The business plan assumes a 3.0% rate-of-return on the annual
average balance in the portfolio.
Property Lease Revenues
The Great Park currently receives revenue from four separate ground leases; a land lease for
the storage of recreational vehicles (RVs); a land lease for runway access; a property lease
for use as a green waste facility; and, a land lease for farming activities. Combined, all
leases generate approximately $2.8 million per year, with an assumed annual escalation
factor of 3%. The goal of the Great Park is to keep these leases active as long as possible to
continue to generate funds for future park construction and operations. The lease revenue is
currently estimated to continue for the entire 10-year period of the business plan.
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Golf Course Fees
The 2005 Development Agreement between the City and Heritage Fields included two golf
courses, an 18 hole course that already existed on the former base (closed in 2006) and a
new 27 hole course that was to be built by Heritage Fields. Golf Course Rounds Fee
revenues were included in the original agreement. The Amended and Restated Development
Agreement removed Heritage Fields’ obligation to construct these golf courses and in
exchange, Heritage Fields will pay the City $9 million over 9 years in Public Benefit Fees.
These fees are assumed to be deposited into the Great Park Fund beginning in FY
2009-2010, in accordance with the Amended and Restated Development Agreement.
Preview Park/Other
The unique nature of the Preview Park and facilities located within it, such as Hangar 244,
make it an attractive venue for private entities to rent for events such as corporate meetings,
parties and private celebrations. The plan includes revenue assumptions for rentals for these
purposes by companies and individuals. These arrangements are handled through the Great
Park’s facilities contractor, AMCI. Revenues are shared on a basis of 60% to the City and
40% to AMCI. AMCI’s compensation is based on its role in negotiating rates and helping
renters with any necessary permits or other site requirements. Preview Park event fees are
estimated to generate approximately $69,000 per year. This amount increases to
approximately $180,000 in FY 2010-11 as the site becomes a popular destination for rental
activities (with an annual escalation factor of 3%).
Event Parking
In April 2009, the Great Park Board recommended the implementation of parking fees for
certain events held at the Great Park. The Board took this action in order to be consistent
with one of the Guiding Principles of “promoting personal, regional, and global health by
reducing vehicular traffic.” The fees are intended to encourage carpooling which would in
turn reduce traffic and minimize parking needs. The City Council approved the application of
parking fees on May 12, 2009. Parking fees for Fiscal Year 2009-2010 are set at a per
vehicle amount not to exceed $8.00 per vehicle and are charged only for specific special
events. Parking fees are estimated to generate approximately $168,000 per year (with an
annual escalation factor of 3%).
Sponsorships
The Corporation has set an aggressive goal of obtaining up to $250,000 annually in the
form of sponsorships. This funding could come from a combination of existing partners such
as the Great Park Conservancy, and future sponsors. This amount will likely increase over
time as the programs gain broader market recognition and as fundraising campaigns are
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launched, however the Business Plan conservatively projects that the amount of $250,000 is
maintained throughout the 10-year projection period.
Sports Park Revenue
In October, 2009, the Great Park Board approved the Western Sector Park Development Plan
– Phase I, which includes the construction of three dedicated soccer fields at the Great Park.
Using comparable revenue projections for similar facilities currently owned and operated by
the City, the Great Park has projected annual revenues of approximately $25,000 (with an
annual escalation factor of 3%) beginning in FY 2011-12.
Grants
The Great Park has a multitude of programs that are likely to be eligible for Federal and State
funds. For most grant programs, it is necessary to have identified a project, established a
schedule and total project cost, and have some level of design completed. As projects within
the Great Park become more well-defined, it will become increasingly easier to apply for
grant opportunities. Grants currently under consideration include the following:
Hangar 244: Department of Housing and Urban Development
On May 27, 2008, Senator Barbara Boxer visited the Orange County Great Park. After
receiving a briefing from Master Designer Ken Smith and members of the Orange County
Great Park Board of Directors the Senator announced her plans to support federal funding for
Great Park projects. One of the projects Senator Boxer supported was the refurbishment of
Hangar 244, a 65 year-old historic aircraft hangar.
On March 11, 2009, President Obama signed into law the Department of Housing and
Urban Development Appropriations Act, 2009. This act provided the Orange County Great
Park a grant award in the amount of $475,000 for improvements to the Orange County
Great Park Hangar 244. Senator Boxer’s support, as the Chair of the Environment and Public
Works Committee, was essential to this award.
Funds from this grant will be incorporated into the business plan when the timing of the award
is known.
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Wildlife Corridor: Proposition 84 and Measure M-2 Bond Funding and Mitigation Banking
The Wildlife Conservation Board, through Proposition 84, has $4 billion in grant funding
available in FY 2009-2010. The Wildlife Conservation Board intends to apply for $3 million
in grant funding and is developing a project proposal. A meeting with leadership officials at
the Department of Fish and Game will be sought to educate them on the vision of the Wildlife
Corridor and its regional benefits to Orange County and beyond.
Funding through Measure M-2 Environmental Mitigation is also potentially available for this
project. A call for projects occurred in May 2009, and Corporation consultants helped
develop and present the project during a public meeting in June 2009 to respond to this call
for projects. The consultant also submitted the appropriate paperwork to OCTA. Additional
advocacy efforts include garnering support for the Great Park Wildlife Corridor from the
Irvine Ranch Conservancy, the Resource Agencies, and Members of the 2020 OCTA
committee who will be making recommendations to the OCTA Board for funding
consideration. Great Park staff has initiated a dialogue with the Army Corps of Engineers
and the California Department of Fish and Game to investigate the opportunity to create a
mitigation bank as part of the development of the wildlife corridor. If the creation of a
mitigation bank is successful, habitat that we build and maintain for wildlife corridor
movement may be “purchased” by public and private entities that need mitigation credit for
their development projects. There would be no actual sale of land but rather a sale of
mitigation credits (at fair market value) and a commitment to maintain the mitigation bank
area is perpetuity.
Sports Park: Proposition 84 Parks Funding
Through Proposition 84, $400 million in unallocated funds is available. Great Park
consultants will submit an application in the amount of $5 million and will secure a meeting
with leadership officials at the Department of Parks and Recreation to educate them on the
vision of the Sports Park and its regional benefits to Orange County and beyond. The
application deadline is March 1, 2010. Five public meetings must be completed by the time
of submission.
Water Infrastructure: Clean Drinking Water Fund (Federal Stimulus Program), Water Use
Efficiency Program, and Integrated Regional Water Management
Through the State Water Resources Control Board Clean Water Fund, $280 million is
available in FY 2009-2010. Great Park consultants submitted a pre-application in April
2009 for the Bee Creek Canyon and Recycled Water Line projects. Both were included in the
State Board’s Project Priority List (PPL). Staff is preparing financial assistance applications for
each project. Once these applications are complete, the State Board Staff will rank the
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projects by priority against other projects on the Board’s Project Priority List. Funding will be
based on immediate need and benefits created by the project.
Through the Department of Water Resources Water Use Efficiency Program, $35 million is
available in early 2010. Great Park consultants recommend that the Corporation submit an
application for $500,000 in the first quarter of 2010.
Through the Department of Water Resources (DWR) Integrated Regional Water Management
program, $114 million is available specifically for the Santa Ana Watershed region. There
will be an opportunity to submit projects once a call for projects occurs. All projects
submitted throughout the Santa Ana Region will be included in a comprehensive plan being
put together by the Santa Ana Watershed Project Authority (SAWPA). Once grant criteria is
released by DWR, Great Park projects will be reviewed for submittal.
Development Agreement Fees
The 2005 Development Agreement executed between Heritage Fields and the City of Irvine
provided that Heritage Fields would pay a total of $200 million to the City as development
fees over a period of two years. The entirety of the $200 million has been received by the
City of Irvine and has been deposited in the Great Park Special Fund.
Community Facilities District
Heritage Fields, in both the original and the Amended and Restated Development Agreement
agreed to the formation of a Community Facilities District (CFD) to fund the design and
construction of joint backbone infrastructure. CFD financings, used since 1980, are a method
of financing public improvements and certain services by imposing a “special tax” on real
property within a defined geographic area. The purpose of a CFD is to place the cost burden
for new infrastructure solely on the developing property and not on existing residents. Bond
issuance and administration of the Community Facilities District will be separately recorded in
City of Irvine financial statements. Amounts included in this strategic business plan related to
the formation of the CFD are anticipated to be reimbursed by the district.
In addition to CFD bond proceeds which are used for the development of joint backbone
infrastructure, the Amended and Restated Development Agreement (ARDA) also provides for a
portion of the Special Tax to be used for operations and maintenance of the Park, as
discussed below.
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Amended and Restated Development Agreement (ARDA) Revenues
The ARDA between Heritage Fields and the City of Irvine provides that Great Park Special
Fund will receive $18 million for maintenance and operations support of the Great Park over
a 5 year period beginning Fiscal Year 2009-2010. However, there is a provision in the
ARDA that delays the start of these payments until the conclusion of any legal challenges to
the approved ARDA. Based on the lawsuit filed by Forest Lawn in the fall of 2009, staff has
conservatively assumed that no payments from this revenue source will occur in the first two
years of the business plan forecast. Payments are then assumed to “catch up” starting in
Fiscal Year 2011-2012 and will be completed within a 3 year period ending in Fiscal Year
2013-2014. The catch-up payment assumption is consistent with language approved in the
ARDA.
Beginning in FY 2014-15, through an allocation of the special tax provision of the CFD,
Heritage Fields (or the existing property owner) will contribute up to a maximum of $9.5
million per year for park maintenance and operations on an “as-needed” basis. Items that
qualify as maintenance expenditures for these funds are specified in the Agreement and
include work such as landscaping, grass and turf, open space, agriculture, water features,
buildings and facilities, parking and drainage facilities for a park as envisioned in 2005,
before the Master Plan for the Great Park was approved. Facilities that are not considered
eligible for the maintenance and operations support from the CFD include the lake, canyon,
the balloon attraction, and special event programming.
In addition to maintenance and operations support, under terms of the ARDA, Heritage Fields
has agreed to pay $9.0 million over a 9 year period for fees in lieu of the golf course rounds
fees in the original Development Agreement. These Public Benefit Fee payments are expected
to commence in Fiscal Year 2009-2010. There is no delay or catch-up provision associated
with the Public Benefit Fee payments.

Tax Increment Funds
Activation of the Redevelopment Agency
On April 27, 1999, the City of Irvine activated the Irvine Redevelopment Agency (RDA) and
on March 8, 2005 adopted the Redevelopment Plan for the Orange County Great Park
Redevelopment Project Area. The second action made development of the Great Park eligible
for funding with tax increment revenue, should the RDA Board approve such use of tax
increment revenue.
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Tax increment is revenue that redevelopment agencies recieve to fund redevelopment projects.
When a redevelopment project area is adopted, the current assessed value of all properties
within the project area are added together to form the “Base Year” value. In 2005, when the
RDA adopted the Redevelopment Plan for the Orange County Great Park Redevelopment
Project Area, the base year value was assessed at approximately $4 million, which was the
assessed value of the combined leasehold interests present at the base prior to Heritage
Fields’ purchase of the property.
As property values rise, property owners in any area generally pay increased property taxes,
with or without a redevelopment project area. The formation of a redevelopment project area
allows any increase in assessed property value, above the base year value, to be specifically
directed to the redevelopment project area to be used for public improvements. Tax increment
comes from the increased assessed value of property, not from an increase in property tax
rates.
However the RDA can only qualify to receive tax increment through indebtedness.
Redevelopment agencies must establish a “need” to receive tax increment by entering into
various debt instruments, including the sale of bonds, or loan agreements, such as the $134
million Purchase, Sale and Financing Agreement between the City of Irvine and the RDA.
The generation of tax increment over the 45 year life of the Redevelopment Agency will
provide a substantial funding source to invest in public facilities, such as the Great Park.
RDA Purchase, Sale and Financing Agreement
On August 14, 2007, the City of Irvine entered into a Purchase and Sale Financing
Agreement with the RDA to maximize and leverage tax increment resources and to create
additional long-term funding for construction, operations, and maintenance of the Great Park.
The Agreement set forth concurrently occurring transactions between the City and the RDA:
a. In the first transaction, the Agreement provides for a $134 million loan from the City’s
Great Park Special Fund (180) to the Redevelopment Agency Special Fund (108). This
loan assures that the RDA could purchase needed land and that the RDA would have
sufficient debt to collect all available tax increment.
b. In the second transaction, the RDA uses the funds borrowed from the Great Park
Special Fund to purchase 35 acres of land owned by the City. The purchased land
can be used to meet future objectives of the RDA.
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c. The Agreement further provided that the City use the land sale proceeds received from
the RDA as part of the resources to construct the Park. Consequently the land sale
proceeds of $134 million were contributed to the Great Park Special Fund 180.
The benefits of this Agreement are (1) repayment of the loan to the Great Park Special Fund
provides a long-term unrestricted funding source to the City for construction, maintenance and
rehabilitation of the Great Park, (2) the RDA creates debt and purchases property within the
project area to achieve the objectives of the Redevelopment Plan, and (3) the City can use the
land sale proceeds as part of the resources to develop the Great Park.
The Business Plan estimates that loan repayments to the Great Park Fund will begin in FY
2012-2013. It is possible that payments may begin sooner, however, due to the recessionary
economy and the corresponding delay in residential and non-residential development, staff
considered a more conservative approach to the receipt of these revenues to be the most
prudent approach at this time.
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RDA Revenue Considerations
Property Tax Appeals
In September 2006, Heritage Fields filed a property tax appeal on the parcels they own in
the Irvine Redevelopment Agency Project Area. Their appeal challenged the inclusion of the
value of the development agreement fees of $200 million in the assessed value of the
property. The total 2006-07 assessed value (and the 2005-06 supplemental role value) as
determined by the County Assessor was approximately $850 Million.
In September 2009, the County of Orange notified the City that it had lowered the value of
the property in the Irvine Redevelopment Agency Project Area from its initial value of
approximately $850 million to approximately $700 million for fiscal years 2005-2006
through 2008-2009, and down further to approximately $600 million for FY 2009-2010.
The downward revision to $600 million had an impact on the initial cash flow forecast as the
business plan was originally developed assuming that the property tax appeal would result in
a reduced property value of $649.5 million. This edition of the business plan has been
updated to reflect new tax increment projections based on the new lower property valuations.
Potential State Take-Aways
The latest financial estimate of the proposed State take away from the RDA is $5.3 million for
2009-2010 and $1.1 million in 2010-2011. The extraordinary impact of the State take
away is due in part to the fact that the Irvine Redevelopment Agency received a large
supplemental tax increment apportionment for fiscal year 2005-2006 in fiscal year
2006-2007. This significantly increases the Agency’s financial responsibility for the take
away, from an estimated $2.7 to $3.0 million for 2009-2010 when based on 2007-2008
tax increment numbers, to over $5.3 million when based on 2006-2007 tax increment
numbers.
In the event the Irvine Redevelopment Agency is required to make the take away payments,
plans to begin repaying the $134 million loan to the City will have to be delayed. The
repayment of the loan is designated for support of operating expenses for the Orange County
Great Park and delaying the payment has an impact on the Park’s financial plan. In addition,
the Agency was planning on issuing tax allocation bonds in the next few years, pledging $5
million in debt service annually. The State’s takeaway of $5.3 million this year and $1.1
million next year will delay the Agency’s bond issuance by a year or more further impacting
the financing of capital improvements at the Orange County Great Park. Although the RDA’s
bond capacity is not affected by this one or two year takeaway by the State, continued takes
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or the potential for future or more frequent takeaways would decrease the Agency’s ability to
repay debt service and therefore lower the bonding capacity of the Agency.
Tax Increment Bonding Capacity and Timing
As discussed earlier, the RDA receives property tax revenues from the Great Park Project Area
known as tax increment revenue. These revenues are based on the value of the property that
exceeds the base year value of properties in the project area and rises proportionately as the
assessed value of the property increases. As the Project Area develops and its taxable
property value increases, the amount of tax increment revenue received by the RDA will
increase.
The RDA has the ability to issue bonds supported by tax increment revenue. Bonds provide
the opportunity to convert future tax increment revenues into immediate cash to build capital
projects. Bonds represent a loan of money from investors which the RDA will pay back over
time with tax increment revenues it receives from the Great Park Project Area, plus interest.
For the RDA to raise capital funds by issuing bonds, sufficient revenues must be available, or
projected to be available, to repay any bonds issued.
It should be noted that potential bond proceeds and tax increment revenues flow directly to
and are controlled by the RDA Board. Because the bond proceeds are controlled by the
RDA, the Business Plan does not include such amounts in future revenue streams. It is
assumed, however, that the RDA Board will utilize future bond proceeds to develop the Great
Park so estimated bond amounts are discussed and presented within this Business Plan.
Bonding Capacity Of The RDA Is Based On The Following Steps:
1. Examine projected tax increment revenues available. This forecast of future tax
increment creates an estimated stream of revenues that may be used for various RDA
purposes, including repayment of the Purchase, Sale and Financing Agreement $134
million loan and repayment of any bonds issued. The estimate of future tax increment
is based on Heritage Fields initial development plan as adjusted by a Price Point and
Market Absorption Study completed by Empire Economics in August of 2009 (See
Appendix A).
State law requires all Redevelopment Plans to include a limit on how long tax
increment may be collected. In the case of the Orange County Great Park
Redevelopment Plan. This limit may not exceed 45 years. After that, tax increment
reverts to regular property tax. RDA tax increment revenues have been projected
throughout the life of the RDA and are based on the existing Heritage Fields
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development entitlements, of 4,894 homes, including the density bonus (See Appendix
B for more details).
2. Forecasting the existing uses of the RDA’s tax increment revenues, including the low/
mod housing set aside, administrative expenses, and loan obligations. The RDA
currently has existing loan repayment obligations to the City’s Asset Management Fund
and the Great Park Special Fund.
These anticipated uses of tax increment funds are subtracted from the RDA’s projected
revenues, providing the net revenues available to repay bonds. The "net amount” of tax
increment available forms the basis with which to estimate “bonding capacity,” or the amount
of cash proceeds that the RDA can generate by issuing bonds. The net amount of tax
increment available in each year also provides the basis for determining the timing for when
bonds can be issued. (See Appendix B for more details).
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Tax Increment Bonding
Currently the RDA tax increment forecast does not anticipate sufficient net tax increment
revenue available to support a traditional bond issue until FY 2016-2017. However, the RDA
may wish issue bonds earlier based on an ongoing desire to expand the Great Park project
as soon as practical. There are several financing techniques that allow for both conventional
bond issues, where interest and principal payments would be required to be made as soon as
six (6) months after bond issue, and other bond issuance structures where repayment can be
delayed for a period of time.
The following bond capacity and timing analysis represents several options to issue bonds
that advance Great Park capital development. Option 1 provides a lower amount of total net
bond proceeds but delivers the first series of bond proceeds in 2015 and a second bond
issue in 2021. Option 2 delays the receipt of bond proceeds for one year (until 2016 and
2022) but provides for more net bond proceeds overall. In total Option 2 provides
approximately $3 million more in net bond proceeds than Option 1.
Both options assume (1) an average interest rate of 7%, which is expected to be conservative,
(2) that Heritage Fields and the City of Irvine have already issued all or a significant part of
the CFD bonds needed to construct joint backbone infrastructure, and (3) that there is
substantial residential and non-residential development underway at the time of the RDA bond
issue.
Table 3
OPTION 1
Bond Issue Estimate
Bond Issuance:
Interest Rate
Term in Years
Estimated Bond Issue Amount
Debt Service Reserve
Capitalized Interest
Costs of Issuance
Underwriter's Discount (1.3% of Bond Issue Size)
NET PROCEEDS

September 2015 September 2021 Total
7.00%
7.00%
7.00%
30
29
29.5
$36,624,000
$36,894,000
$73,518,000
($2,983,000)
($2,965,000)
($5,948,000)
($2,564,000)
($2,583,000)
($5,147,000)
($500,000)
($500,000)
($1,000,000)
($476,000)
($480,000)
($956,000)
$30,101,000
$30,366,000
$60,467,000

Option 1 provides for a total of $60.5 million of net bond proceeds for project development.
The tax increment forecast indicates that two separate bond issues can be expected
beginning in 2015 and then again in 2021. Both bond issues are anticipated to use a
conventional fixed interest rate structure. This type of bond repayment would normally
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commence within six (6) months of issue, however, for this projection, it is anticipated that the
source of repayment for the first year will be from “capitalized interest,” which is a separate
amount set aside specifically for the repayment of interest at the beginning of bond debt
service. Given that there are not enough tax increment revenues expected from the
redevelopment Project Area until FY 2016-2017, to support a $36.6 million bond issue in
2015, one year of interest payments must be borrowed.
Option 1 utilizes a total amount of capitalized interest of $5.2 million. This amount reduces
the amount of proceeds available from both bond issues in total but advances the issuance of
bond proceeds to construct the next phase of park development by one year.
Table 4
OPTION 2
Bond Issuance Estimate
Bond Issuance:
Interest Rate
Term in Years
Estimated Bond Issue Amount
Debt Service Reserve
Capitalized Interest
Costs of Issuance
Underwriter's Discount (1.3% of Bond Issue Size)
NET PROCEEDS

September 2016 September 2022 Total
7.00%
7.00%
7.00%
30
29
29.5
$35,420,000
$35,684,000
$71,104,000
($2,885,000)
($2,866,000)
($5,751,000)
$0
$0
$0
($500,000)
($500,000)
($1,000,000)
($460,000)
($464,000)
($924,000)
$31,575,000
$31,854,000
$63,429,000

Option 2 is similar to Option 1 in most respects but delays the timing of the bond issuance by
one year. The tradeoff for the one-year delay is that total net bond proceeds are
approximately $3.0 million higher than in Option 1. As noted in the table above, Option 2
provides for a total of $63.4 million of net bond proceeds. Option 2, like Option 1, is
estimated to be issued in two traditional fixed-rate bond issues, however with no capitalized
interest.
Option 2 contemplates the first bond issuance in September 2016 and that the net proceeds
of this issue are $31.6 million. Option 2 has a second estimated bond issue in September
2022 which is expected to produce $31.9 million in net bond proceeds.
Bond Issue Considerations
The net amount of bonds proceeds forecast under Options 1 and 2 appear to be somewhat
lower than one might expect. This is because the bond issue estimate must take into account
the following considerations:
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•

For every $1 million of tax increment revenue that is available to pay debt service on a
bond issue approximately 40% must be diverted repay the RDA $134 million Loan
amount. The Loan repayment amount is expected in turn to be used for maintenance
and operations support for constructed park projects.

•

That maintenance and operations costs of constructed projects will be, on average,
approximately 10% of the hard, or construction cost of a given project.

•

That for every $1 million of net proceeds generated by a bond issue approximately
67% will be used to support the construction cost, or hard costs, of a given project.
The remaining 33% will be used for traditional soft costs such as design and
construction administration, program and construction management, project permits,
regulatory and other technical support.
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Capital Expenditures
Expenditures relevant to approved capital development of the Great Park are outlined in this
section. The expenditure forecast incorporates project expenditure estimates of $65.5 million
for the Western Sector Park Development plan, as well as approximately $15.7 million for all
the prior approved Capital Improvement Projects.
Table 5 and Table 6 below depicts a summary of the expected capital expenditures included
in the business plan from FY 2009-10 through FY 2019-20. A discussion of each project
expenditure follows these tables.
Table 5
FY 2009-2015 Capital Development
Adj. Budget
Capital Allocations and Reimbursements
Park Development Allocations
Western Sector - Park Development
$65,520,369.00
Plan
Park Development Consulting
na
Project Staff Salaries - PDP & CFD

3.4%

1

2

3

4

5

2010-11

2011-12

2012-13

2013-14

2014-15

30%

60%

10%

$19,656,111
3,700,000

$39,312,221
0

$6,552,037
0

0
0

0
0

0
0

856,907

856,907

886,355

214,169

221,529

229,142

2009-10

CIP Carryover Projects:
Site Prep & Demo Project

na

3,500,000

0

0

0

0

0

GPDS Schematic Design

na

6,000,000

0

0

0

0

0

Phase 1C Preview Park

na

1,000,000

0

0

0

0

0

na

4,000,000

0

0

0

0

0

na

1,200,000

0

0

0

0

0

3%

2,633

2,712

2,793

2,877

2,963

3,052

$39,915,651

$40,171,840

$7,441,185

$217,046

$224,492

$232,194

$0

$0

$0

$1,200,000

$0

$0

$0

$0

$0

$1,200,000

$0

$0

2009 Capital Improvement Project
Backbone Infrastructure CIP
Other Departmental Expenditures
Allocations to Park Development

Capital Reimbursements:
CFD Infrastructure Expenditure Repayment na
Total Capital Reimbursements
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Table 6
FY 2015-19 Capital Development
1

2

3

4

5

2015-16

2016-17

2017-18

2018-19

2019-20

$0
0

$0
0

0
0

0
0

0
0

3%

597,745

618,287

639,534

472,695

488,940

Site Prep & Demo Project

na

0

0

0

0

0

GPDS Schematic Design

na

0

0

0

0

0

Phase 1C Preview Park

na

0

0

0

0

0

2009 Capital Improvement Project

na

0

0

0

0

0

Backbone Infrastructure CIP

na

0

0

0

0

0

Capital Allocations and Reimbursements
Park Development Allocations
Western Sector - Park Development Plan
Park Development Consulting
Project Staff Salaries - PDP & CFD

$65,520,369.00
na

CIP Carryover Projects:

Other Departmental Expenditures

3%

Allocations to Park Development

3,144

3,238

3,335

3,435

3,539

$600,889

$621,525

$642,870

$476,131

$492,478

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

Capital Reimbursements:
CFD Infrastructure Expenditure Repayment

na

Total Capital Reimbursements

Western Sector Park Development Plan
On October 22, 2009, the Orange County Great Park Board approved the Western Sector
Park Development Plan–Phase I, which outlines project components for development of
approximately 200 acres of park property. The $65.5 million plan includes the following
improvements:
•

Runway Demolition - Runways will be demolished as necessary to complete the
Western Sector Park Development Plan-Phase 1. Heritage Fields is obligated to
remove runway materials as part of the Hardscape Recycling Agreement. That
agreement was modified with the approval of the ARDA in August 2009 and the
obligation for removal incorporated into a revised Master Implementation Agreement.
Since that agreement is held in abeyance due to the legal challenge to the ARDA, the
Great Park has budgeted an amount to address this work without the assistance of
Heritage Fields. Reimbursement of the actual funds expended will be the subject of
future negotiations with Heritage Fields.

•

Recycled Water and Power - Interim infrastructure for recycled water and electrical
power will be constructed to support the Western Sector Park Development Plan-Phase
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1. Recycled water will be provided to agricultural areas and along the Timeline to the
westerly edge of the existing Preview Park. Power will be provided from the Festival
Event Site to the vicinity of the Timeline West.
•

Marine Way and “C” Street Improvements - Marine Way and “C” Street improvement
plans will be prepared. Pedestrian, bicycle and vehicular safety upgrades to existing
Marine Way from Sand Canyon to “C” Street are included in this scope of work. The
Great Park will confer with the City’s Public Works Department to determine if these
upgrades to the public street can be included in the City’s ongoing street improvement
program. “C” Street from Marine Way to the existing Preview Park entry drive will also
include street lighting and landscape improvements. The budget also includes an
allowance for safety upgrades including the addition of a Class II bike lane and road
repairs to existing “C” Street north of the Preview Park entrance through Heritage
Fields property to Trabuco Road.

•

Agriculture Fields & Citrus Trees - The Agricultural Fields and Citrus Trees are
preliminary components of the Fields and Meadows District. The site will be graded to
construct water quality basins and provide soil amendments suitable for farming.
Access to the Federal Aviation Administration VOR facility will be maintained and
Navy monitoring well facilities will be protected in place. Facilities and site features
will be provided in the
agriculture area to
enhance farm
maintenance
operations, provide
interpretive elements,
and plant the
proposed water
quality basin. Funding
is included for the
relocation and
planting of up to
2,500 existing citrus
trees adjacent to
existing runway 34L.

•

Palm Court and Art & Culture / Exhibition Space - The Palm Court and squadron
complex will be a formal area within the Great Park used for special event
programming, arts and cultural exhibitions, and every day use. The space is defined
by the existing flanking squadron buildings to the north and south and Hangar 244 to
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the east. In the current
design concept, the
courtyard grades will be
raised to the height of the
finish surface of the
existing squadron building
loading docks, surrounded
by a continuous shade
structure, and planted with
Canary Island Palms. Park
furnishings and site
lighting will be provided.
To the south of the Palm
Court, a series of terraces
will provide a unique space and relate directly to the Timeline. The flanking buildings
will be renovated to accommodate uses including art and culture exhibitions and
flexible space. The buildings will serve to further activate the courtyard. Consistent
with the approved Master Plan and the Comprehensive Park Design, the center “Tshaped” building (243) is expected to be demolished.
•

North Lawn, Parking, Community Gardens and Farm & Food Lab Enhancements includes 14 acres for the North Lawn area and serves as a partial improvement in the
Sports Park District. The North Lawn area is located between existing “C” Street and
the proposed Timeline West. It will be a large un-programmed open area of turf with
shade trees and area lighting, intended to be used for passive recreation and open
play. The are improvements also include a five acre pedestrian/bus drop-off area and
parking for approximately 120 cars. The parking and drop-off location is near the
park entry and adjacent to the North Lawn. A 1.5 acre Community Garden will be
located directly west of the existing Farm & Food Lab and adjacent to “C” Street. The
Community Garden will consist of small soil plots where local community members can
grow their own garden. Decomposed granite pathways, interpretive signage, and
seating will be located throughout the area. In addition, enhancements to the 1.5 acre
Farm & Food Lab will include additional features within the existing area to activate
the site further for programs and educational activities. A water quality basin is
proposed near “C” Street and Marine Way, north of the Timeline and at the entrance
to the Great Park.

•

Timeline Central - This five acre area of the existing taxiway connects the Preview Park
to the future Timeline East / Linear Ramble area. Improvements to the existing portion
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of the Timeline will include shade structures, park furnishings, a vegetated swale, a
double row of trees, and a planting buffer.
•

Timeline West and South Lawn Soccer Fields - This 24 acre site encompasses further
development of the Sports Park area. A new portion of the Timeline will be built west
of the Preview Park and will include Great Park identification signage. The nine acre
Timeline West will connect the intersection of Marine Way and “C” Street to the Park.
The Timeline will be constructed of asphalt and will contain a Class I bike trail.
Features will include shade structures, park furnishings, a vegetated swale, a double
row of trees, and a planting buffer. The 15 acre South Lawn area will contain three
lighted soccer fields designed to City of Irvine standards. In addition, shade trees will
be placed throughout the area. A water quality basin to treat storm water run-off from
this site is proposed near “C” Street and Marine Way, south of the Timeline and at the
entrance to the Great Park.

•

Multi-Purpose Pavilion - The Multi-Purpose Pavilion will be an iconic park structure
located in the Western Sector Park Development Plan-Phase 1. Program ideas include
an open air park shelter, event space, restroom facilities, a visitor center, or a farm
stand. The current program concept is to create an Agricultural Pavilion that will serve
as an “upscale” roadside farm stand as well as a community networking center. The
facility will be capable of accommodating many different agricultural and cultural
purposes, including a produce stand to sell farm produce, a Wi-Fi connected meeting
space, or a small café. In addition, the Agricultural Pavilion could be used to manage
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a community-supported agricultural program which would provide citizens the
opportunity to subscribe to a weekly
supply of seasonally available fruits
and vegetables grown at the Great
Park farm.
•

Also funded in the plan are
allowances to design, and construct
the West Picnic Area and Hangar
244 rehabilitation, as well as Lake
and water studies.

•

Programmatic Support, Public
Involvement and Strategic
Development efforts are funded for
the duration of the estimated 20 month project, including program and contingencies
necessary to respond to constraints and opportunities as the project is constructed.

The $65.5 million project funding is estimated to be expended within three fiscal years. This
accelerated spending assumption is considered the most fiscally conservative estimate in that
it results in the least amount of interest income generated during those fiscal years. Actual
spending, at a slower rate, will increase the interest income received by the Great Park.

Park Development Consulting
Great Park consultants needed to develop and initiate the Western Sector Park Development
Plan are funded separately in the current Fiscal Year. Subsequent consultant expenditures
directly related to Park development are included in the Western Sector Park Development
Plan-Phase I funding.
Project Staff Salaries PDP and CFD
Great Park staff salaries directly related to Park development are funded within the Capital
Development budget. Salaries are assumed to escalate at 3.4%. Funding for project related
staff salaries will be reduced in FY 2012-2013, by 76%, or $673,000, to coincide with the
anticipated completion of the construction of the Western Sector Park Development Plan.
Funding for Project related staff salaries is assumed to increase in FY 2015-2016 to
correspond to additional project bond funds expected in 2015.
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G&A Expenses/Operations and Maintenance
Consistent with the City of Irvine’s strategic planning process, expenditures relevant to the
short-term and long-term operations of the department are identified and forecast. The
expenditure forecast is reflective of current and future service levels and commitments.
Expenditures for the operations and maintenance of the park related to the Western Sector
Park Development Plan are also incorporated.
Table 7, and Table 8, below depict a summary of the expenditures included in the business
plan from FY 2009-10 through FY 2019-20. A detailed discussion of each expenditure item
follow these tables..
Table 7
Expenditures FY 2009-15
Adj. Budget
Expenditures by Budget Category

Esc.

1

2

3

4

5

2009-10

2010-11

2011-12

2012-13

2013-14

2014-15

General & Administrative:
Salaries
Supplies

3.4%
3.0%

$1,937,123
180,000

$1,937,123
185,400

$1,602,954
152,770

1,658,039
157,353

1,715,018
162,073

1,773,954
166,935

Internal Services

3.0%

303,176

312,271

257,312

265,031

272,982

281,171

Contract Services

3.0%

2,634,000

2,794,270

1,946,943

1,994,851

2,044,197

2,095,023

Training & Business Expense

3.0%

94,050

96,872

84,978

87,527

90,153

92,858

Capital & Capital Equipment

3.0%

100,000

61,800

50,923

92,451

54,024

55,645

Insurance

3.0%

60,000

61,800

63,654

65,564

67,531

69,556

Transfers Out to General Fund

3.0%

100,000

103,000

106,090

109,273

112,551

115,927

Other Departmental Expenditures

3.0%

103,948

107,066

110,278

113,587

116,994

120,504

$5,512,297

$5,659,602

$4,375,901

$4,543,675

$4,635,523

$4,771,574

983,852
248,000

983,852
255,440

1,017,662
263,103

1,052,634
270,996

1,088,808
279,126

1,126,224
287,500

Subtotal G & A Expenditures
Operations & Maintenance:
Salaries

3.4%

Supplies

3.0%

Rolling Stock Fuel, Maint. and Replacement

3.0%

24,676

25,416

26,179

26,964

27,773

28,606

Contract Services - M & O

3.0%

6,058,000

5,695,654

5,741,722

5,324,517

5,260,042

5,332,994

Contract Services - Programming

3.0%

2,000,000

2,060,000

1,000,000

1,030,000

1,060,900

1,092,727

Contract Services - Educational

3.0%

300,000

309,000

318,270

327,818

337,653

347,782

Utilities

3.0%

133,000

137,505

141,630

145,879

150,255

154,763

Capital Equipment - Replacement

3.0%

1,025,000

0

0

40,000

500,000

603,000

Insurance

3.0%

130,000

133,900

137,917

142,055

146,316

150,706

O&M Estimates For Park Development Plan

3.0%

500,000

1,054,899

3,643,713

4,199,870

4,364,147

4,673,631

$11,402,528

$10,655,667

$12,290,196

$12,560,733

$13,215,020

$13,797,933

$16,914,825

$16,315,269

$16,666,097

$17,104,409

$17,850,543

$18,569,507

Subtotal Operations Expenditures
Total Expenditures
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Table 8
Expenditures FY 2015-19
Expenditures by Budget Category

Esc.

1

2

3

4

5

2015-16

2016-17

2017-18

2018-19

2019-20

$1,834,916
171,944

$1,897,973
177,102

1,963,196
182,415

2,030,661
187,887

2,100,445
193,524

General & Administrative:
Salaries
Supplies

3.4%
3.0%

Internal Services

3.0%

289,606

298,295

307,243

316,461

325,955

Contract Services

3.0%

2,147,373

2,201,295

2,256,833

2,314,038

2,372,959

Training & Business Expense

3.0%

95,644

98,513

101,468

104,512

107,648

Capital & Capital Equipment

3.0%

107,315

59,034

60,805

112,629

64,508

Insurance

3.0%

71,643

73,792

76,006

78,286

80,635

Transfers Out to General Fund

3.0%

119,405

122,987

126,677

130,477

134,392

Other Departmental Expenditures

3.0%

124,119

127,843

131,678

135,629

139,697

$4,961,965

$5,056,833

$5,206,323

$5,410,582

$5,519,763

Subtotal G & A Expenditures
Operations & Maintenance:
Salaries

3.4%

Supplies

3.0%

1,164,927
296,125

1,204,960
305,009

1,246,368
314,159

1,289,199
323,584

1,333,503
333,291

Rolling Stock Fuel, Maint. and Replacement

3.0%

29,464

30,348

31,259

32,197

33,162

Contract Services - M & O

3.0%

5,278,953

5,418,781

5,581,345

5,767,785

6,056,249

Contract Services - Programming

3.0%

1,125,509

1,159,274

1,194,052

1,229,874

1,266,770

Contract Services - Educational

3.0%

358,216

368,962

380,031

391,432

403,175

Utilities

3.0%

159,406

164,188

169,114

174,187

179,413

Capital Equipment - Replacement

3.0%

40,000

0

0

40,000

700,000

Insurance

3.0%

155,227

159,884

164,680

169,621

174,709

O&M Estimates For Park Development Plan

3.0%

4,711,202

5,583,737

5,632,410

6,927,102

6,955,237

$13,319,028

$14,395,143

$14,713,418

$16,344,980

$17,435,509

$18,280,993

$19,451,976

$19,919,740

$21,755,562

$22,955,271

Subtotal Operations Expenditures
Total Expenditures

General & Administrative
Salaries
Salary expenditures for the General & Administrative section are comprised of total salary
costs, including benefits, for staff who are not assigned to Operations. These staff include the
CEO and Deputy CEO’s, Great Park Managers, Analysts and Administrative support.
Consistent with an anticipated conclusion of the Western Sector Park Development Plan
construction effort, a programmed reduction to the G&A budget of staff salaries is projected
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in FY 2011-2012. Salary costs are then assumed to escalate at a steady 3.4% for the
duration of the business plan.
Supplies
Supplies in the General & Administrative section are comprised of several items and include
regular office supplies, postage, duplicating, advertising, and computer supplies. The
Supplies budget is assumed to escalate 3% each year, until FY 2011-12 when it is reduced
consistent with the planned reduction of staffing. Supplies budgets are generally treated as a
function of staffing numbers.
Internal Services
The Internal Services budget in the General and Administrative section includes the
department’s allocation of shared costs to run the City of Irvine’s mail center, duplicating
center, telecommunications and IT network. As Internal Services costs are generally
apportioned as a function of staffing numbers, in FY 2011-12 the Internal Services budged is
also reduced.
Contract Services
The Contract services budget in the General and Administrative section is comprised of such
items as the Lease for the Great Park offices, financial advisory and auditing consultants,
legislative advocacy consultants, grant identification and research, Art & Cultural program
consultant, fundraising and community outreach consultants, History Program funding needs,
and legal expenses. Contract Services expenses are assumed to escalate by 3% each year
until FY 2011-12. In FY 2011-12 contract services expenses for services that directly support
staff are anticipated to be reduced commensurate with the reduction of staff. Following from
FY 2011-12, reduction the internal services budget is assumed to escalate by 3% each year.
Training And Business Expense
The training and business expense category contains all Board of Directors and staff related
costs for business travel, training, and tuition reimbursement. Commensurate with the
reduction of staff in FY 2011-12, this category budget is reduced by an amount proportionate
to staffing reductions. Otherwise this budget is assumed to escalate at 3% for the life of the
business plan.
Capital Equipment
Capital Equipment expenses in the General and Administrative section are comprised of
capital costs related to office and computer equipment needs. A reduction is programmed into
the budget for FY 2011-12 as capital equipment costs are budgeted as a factor of staffing
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numbers. From that point forward, although the escalation factor is assumed to be 3%, the
budget fluctuates based on replacement cycles for capital computer equipment for the
duration of the business plan.
Insurance
Insurance premiums in the General and Administrative section cover general liability, special
liability and directors and officers policies. These costs are assumed to escalate
3%.
Transfers Out To General Fund
Transfers out to the General Fund are designed to support the Great Park share of funding for
the Council Executive Assistants. These costs are assumed to escalate 3%.
Other Department Expenditures
Other Department Expenditures consist of funding for administrative support provided by the
City, such as accounting and finance. These costs are assumed to escalate 3%.

Operations and Maintenance
Salaries
Salary expenditures for Operations are comprised of total salary costs, including benefits, for
Operations and Programming staff. Salary costs are assumed to escalate at 3.4%.
Supplies
Supplies included in the Operations section comprise regular office supplies, duplicating,
advertising, computer supplies and event and park programming supplies. The Supplies
budget is assumed to escalate 3% each year.
Vehicle Fuel, Maintenance and Replacement
This category includes all existing Operations vehicles, including the specialized golf-cart style
vehicles. The budget includes costs to maintain the vehicles, fuel them, and eventually replace
them. Costs are assumed to escalate 3% yearly.
Contract Services – Maintenance and Operations
Maintenance and Operations contract services budget is comprised of services necessary to
keep the existing park safe, clean and well maintained. These services include: landscape
maintenance, custodial, park restroom maintenance, facilities maintenance, site security, tree
holding and maintenance, farm and food lab operations and maintenance, agricultural
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operations, balloon operations, visitor center operations, shade structure maintenance. Costs
are assumed to escalate by 3% yearly.
Contract Services – Programming
This budget includes funding necessary to support the outstanding special events and
programs enjoyed by thousands of visitors in past years. Although the Programming budget is
reduced by approximately $1 million in FY 2011-2012, it is expected that the Great Park will
be able to attract additional sponsors to support these programs. After the reduction costs are
assumed to escalate by 3% each year.
Contract Services – Educational
The Educational budget in Operations is comprised of funding to support the newly
introduced and popular Pilot programs such as Educational Awards, Visual and
Environmental Arts, Cultural Heritage, Ecology, and Agriculture. Recent examples of these
popular programs include the workshops hosted by the Master Gardeners at the Farm and
Food Lab. Costs are assumed to escalate by 3% yearly.
Utilities
The Utilities budget in Operations is comprised of the electricity costs needed to operate the
Park. These costs are assumed to escalate by 3% a year.
Capital Equipment Replacement
Capital Equipment costs in Operations fluctuate based primarily on the replacement schedules
for the Balloon envelope and the Visitor Center tent. Costs are otherwise assumed to escalate
3% yearly.
Insurance
Insurance costs in Operations cover the insurance policy for the Balloon and are assumed to
escalate 3% a year.
Future Operations and Maintenance Estimates for Park Development Plan
The Operations and Maintenance budget for costs related to the Western Sector Park
Development Plan include landscape, facilities, custodial, capital equipment, utilities, program
and staff support needs. The estimates were forecast using the following assumptions and are
phased in as new areas of the Western Sector Park Development Plan become operational:
•

Landscape and facilities maintenance costs reflect prevailing wage requirements and
are based on industry-wide cost surveys, verified against current Irvine maintenance
standards
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•

Utility costs - based on today’s rates

•

Staffing costs – based on increased park area and phased in as components of the
Park Development Plan come on line

Detailed analysis was performed to create the estimates.
Landscape Maintenance
The landscape maintenance cost estimates are based on industry wide cost surveys
developed by PBS&J, which is an engineering and construction consulting firm and reflect
prevailing wage rates. The survey included landscape companies such as Valley Crest,
Andre Landscaping and Park West Landscape, the City of Los Angeles Sports complex and
the City of Chino Hills Field of Dreams complex. Mosaic Consulting Inc. also developed a
cost breakdown based upon a recommended scope of work to maintain multi-use and sports
fields. Staff also utilized a landscape management consulting firm to review and verify the
findings from PBS&J’s industry wide survey. Then, the landscape cost estimates generated
from the efforts of both Mosaic and PBS&J were reviewed and verified by the City’s Public
Works staff. The results of the survey created a benchmark rate for basic turf maintenance
services.
Facility Maintenance
The facility maintenance cost estimates were based upon the City’s Contractor Team for
Facility Repairs. The operations and maintenance cost estimates for facility maintenance
reflect prevailing wage rates. Custodial services were based upon the City’s current contract
terms. Prevailing wage rates do not apply to custodial services.
Utilities and Equipment
Utility and equipment cost estimates come from a variety of sources. Electricity estimates are
based on Southern California Edison’s current billing rates charged to the Preview Park.
Water cost estimates utilize IRWD’s recycle water rates and Mosaic Consulting, Inc. supplied
estimated watering needs for the different types of landscape (i.e. shrub versus turf) found in
the Western Sector Park Development Plan. Cost estimates for capital equipment, which
include vehicles and storage containers, were based upon recent quotes provided by
contractors and include an estimate for City of Irvine maintenance, operations and
replacement costs developed by the City’s Public Works Department.
Staffing
Staffing cost estimates are phased into the business plan based on an estimated schedule of
Park completion and programmatic elements described in the Park Development Plan. O&M
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staff levels include support for youth and adult soccer league programs, staff oversight for
increased facility rentals, recreational activities, staff oversight of the community gardens and
the Farm & Food Lab. Additional staff support for educational programming and support for
the Orange County Great Park’s signature events (i.e. Summer Concert series, Anniversary
event) is also included. Additionally, proposed staffing cost estimates include a Landscape
Supervisor to assist with oversight to existing and future landscape contracts to ensure that the
Park’s multi-use fields, soccer fields, over 3,000 trees, two water quality basin areas, and
numerous other landscape areas are maintained at the City’s service standards.
Wildlife Corridor Maintenance and Operations
Wildlife Corridor maintenance and operations funding has been included in the 2009
Business Plan as a precursor to the actual scheduling of development and construction. The
assumption in the business plan is to start funding WLC maintenance in FY 2016-17 at
$800,000 per year to sustain native plantings. Annual funding declines by $100,000 each
year as less environmental support is needed for the survival of the native species until
funding stabilizes at $500,000 in FY 2019-20. Funding for the Wildlife Corridor has also
been included to demonstrate the Great Park’s commitment to the development and support of
the natural corridor.
Rehabilitation and Replacement
Approximately $1 million of rehabilitation funding is anticipated to begin in FY 2018-19,
which is about seven years after the completion of the Western Sector Park Development Plan.
Rehabilitation funding is then continued in the amount of $1 million in the
next fiscal year, which is year 10 of this business plan. As the Western Sector Park
Development Plan is developed, and actual rehabilitation schedules are created to maintain
the Park, a refined rehabilitation funding plan is expected to emerge in future editions of the
Great Park Business Plan.
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Business Plan Summary
The graph below incorporates all expected revenues and expenditures for the Great Park for
the ten year period of July 1, 2010 to June 30, 2020. The available fund balance depicted
by the black line starts at $128 million at the beginning of the ten year period, moves to
approximately $14 million in FY 2012-2013 and remains relatively constant until FY 2019.
As additional revenues are received and new Great Park components are added, a revised
business plan will be presented.

Cash Flow Analysis Stress Test
A financial stress test was performed on the proposed Great Park 10-year cash flow forecast
in an attempt to find out how forecast will withstand the impacts of higher inflation. As noted
previously, both revenues and expenditures are forecast to escalate approximately 3% on
average over the 10-year projection period. In order to stress the cash flow model, a rate of
6% was applied to both revenues and expenditures to simulate an inflationary economy. The
results are presented graphically on the chart below. The chart illustrates the projected fiscal
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year ending cash balance for each year of the Great Park 10-year forecast at 3% and 6%
inflation. Under a 3% scenario the chart substantiates the projected fiscal sustainability
outlined in the 2009 Business Plan. However, when the forecast is subjected to an assumed
6% constant rate of inflation the 10-year forecast provides an advanced warning that future
business plans must monitor and adjust for to maintain ongoing fiscal sustainability.
Under the 6% scenario, the cash flow in forecast years 7 -10 shows that cash balances begin
to erode under this scenario due predominantly to an imbalance between maintenance and
operations expenditures and the CFD maintenance and operations support which is the major
supporting source of revenue for operations and maintenance in the second half of the
forecast period.
Table 8
Great Park 10-Year Cash Flow Forecast - Stress Test at 3% & 6% Inflation
$32,000,000
$28,000,000
Revenues and
Expenditures
Escalate at 6%
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$4,000,000

Estimated Fiscal Year End

The CFD maintenance and operations support provides for up to $9.5 million of maintenance
and operations funding (on an as needed basis) starting in FY 2014-15, but the growth rate
of this revenue source is capped in the Amended and Restated Development Agreement at
3% per year. Additionally, under an assumed 6% annual inflation rate for all Great Park
costs, the CFD Guaranteed Amount cap of $9.5 million, beginning in FY 2014-15 and
escalated at 3%, is surpassed by rapidly inflating maintenance and operations costs. As
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noted on the graph above, over the projection period of this forecast the cumulative impact of
sustained annual 6% cost increases begins to erode the projected cash balance.

Conclusion
The Business Plan attempts to demonstrate fiscal sustainability assuming all revenues and
expenditures occur as estimated in this plan. It should be noted this plan attempts to chart a
fiscal path for a full five years longer than the plan presented and adopted for the City of
Irvine. Significant deviations from estimations can be expected the further into the future the
plan reaches, therefore consistent with the City of Irvine’s Strategic Business Plan approach,
this plan will be updated annually and estimates revised accordingly.

- 53 -

- 54 -

AUGUST 12, 2009

PREPARED BY
BY:
EMPIRE ECONOMICS, INC.

GREAT PARK - HERITAGE FIELDS
COMMUNITY FACILITIES DISTRICTS

PRICE POINT AND MARKET ABSORPTION STUDY UPDATES
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Ventura County
$75M, 5 Issues

Orange County
$3,281 M, 90 Issues

Los Angeles County
$511M, 33 Issues

San Diego County
$817M, 33 Issues

Riverside County
$2,441M, 186 Issues

San Bernardino County
$608M 41 Issues
$608M,

EMPIRE ECONOMICS LAND SECURED FINANCINGS BY COUNTY

2

Empire Economics has participated in numerous land secured financings throughout Southern California counties; the
distribution of these by counties has been as follows:

With regards to Orange County, in particular, Empire has conducted 90+ studies for land secured municipal bond
financings for the County, cities, school districts and special districts. Empire also performed Socioeconomic Forecast
Studies for the $2.75 billion refunding of the San Joaquin Hills and Foothill/Eastern Transportation Corridors’ Toll
Roads.

During the past 25+ years, Empire has performed such consulting services for 500+ municipal tax-exempt bond issues
amounting to $12+ billion.

Empire Economics (Empire) is an economic and real estate consulting firm that specializes in providing market
p
and other related studies ONLY for ppublic entities;; Empire
p
does not pprovide consultingg services to
absorption
developers/builders in order to avoid conflicts of interest.

CREDENTIALS/QUALIFICATIONS OF EMPIRE ECONOMICS
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Introduction …………………………………………………………………………………..4
4
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Estimated Absorption Schedules for the Non-Residential Products………………………………..…...34
* Estimated Absorption Schedules – Page 38

Updated Price Point Adjustment Factors for Non-Residential Products…………………………….......32
* Recommended Price Point Time Adjustment Factors – Page 33

Major Shift in Recent/Near Term Economic-Employment Conditions in Orange County………….….31

Updated Price Points for the Non-Residential Products……………………………………………….....29
g 30
* Recommended Current Price Points – Page

Section III: Non-Residential Product Updates for Price Points and Absorption Schedules….28

Estimated Absorption Schedules for the Residential Products…………………………………………18
* Estimated Absorption Schedules by Planning Areas – Page 27

Updated Price Point Adjustment Factors for Residential Products…………………………………….15
* Recommended Price Point Adjustment Factors – Page 17

Major Shift in Recent/Near Term Residential Market Conditions……………………………………….12

Updated Price Points for Residential Products…………………………………………………….…..…..8
* Recommended Current Price Points – Pages 10-11

Section II: Residential Product Updates for Price Points and Absorption Schedules……….7

Rationale Underlying Price Point and Market Absorption Study Updates…..……………………….....5
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Great Park – Heritage Fields: Premier Mixed-use Project In Southern California

Rationale Underlying Price Point and Market Absorption Study Updates

Section I:

4
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The Updates utilize the original studies during Summer 2008 as a foundation,
foundation and then focus upon the
relevant changes in the economic, financial and real estate conditions since Summer 2008, so that the
5
estimated Price Points and estimated Absorption Schedules are timely.

Heritage Fields - Lennar Homes
Residential Product Mix Characteristics: Prices/Values, Square Footages – Dated February 2009
Revised Market-Entry Time – NOT Provided.

Empire Economics (Empire)
Foundation: Comprehensive Prior Price Point and Market Absorption Studies during Summer 2008
Modifications: Updates of Economic, Financial, and Real Estate Market Conditions since Summer 2008

The Price Point and Market Absorption Study Updates are based upon the following:

-----------------------------------------------------------------------------------------------------------------------------

However, the anticipated housing market adjustments were exacerbated by the unexpected liquidity crisis in
the financial markets during Fall 2008 to Winter 2009, which caused a much broader and deeper economic
recession,, with significant
g
employment
p y
losses.

The Original Price Point and Market Absorption Studies for the Great Park – Heritage Fields (GP-HF)
Community Facilities Districts that were performed during Summer 2008
correctly anticipated a Major Housing Market Adjustment,
andd iincorporated
t d this
thi into
i t the
th Recommended
R
d d Price
P i Points
P i t andd Estimated
E ti t d Absorption
Ab
ti Schedules.
S h d l

RATIONALE UNDERLYING THE PRICE POINT AND
MARKET ABSORPTION STUDY UPDATES

Appendix A

Price Point and Market Absorption Study Updates

- 59 -

6

¾Great Park – Heritage Fields
9 Features the “Great Park” which will offer numerous recreational, cultural, and other activities
9 Entitlements – Secured: Approvals of the Overlay Plan by GP-HF have been secured from the City of
Irvine.
9 Broad Diversity of Residential Products: Attached and Detached Housing Products in Various Price Ranges.
9 Non-Residential Products: Educational Facilities, Office, Research/Development, and Retail, among many
others.
9 Infrastructure – Ready to Proceed with Construction: The plans for the development of the backbone
infrastructure required to support the construction/occupancy of the homes have been approved by the City
of Irvine.

¾Great Park – Heritage Fields Competitive Market Area (GP-HF CMA): (Irvine, Easterly of Rt. 5)
9 Excellent accessibility via multiple freeways.
9 Major employment center with nearby retail and recreational opportunities.
opportunities
9 Newly Developing Residential Area: High Quality Planned Communities with Copious Amenity Packages
9 Prices in the GP-HF CMA have declined by much LESS than as for OC, as a whole.
9 Percentage of homeowners in the GP-HF CMA under duress much lower than for OC, as a whole.

¾City of Irvine
9 Excellent reputation among Orange County cities for its high caliber lifestyle and employment
opportunities.
9 Very High Educational Quality
9 Very
V Low
L Crime
C i Rate.
R t

GREAT PARK – HERITAGE FIELDS
PREMIER MIXED-USE PROJECT IN SOUTHERN CALIFORNIA
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Estimated Absorption Schedules for the Residential Products

Updated Price Point Adjustment Factors for Residential Products

Major Shift in Recent/Near Term Residential Market Conditions

Updated Price Points for Residential Products

Section II: Residential Product Updates for Price Points
and Absorption
p
Schedules

7
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8

Additionally, based upon extensive research regarding the market sensitivity of various market segments
to Special Taxes, Empire has the following two recommendations:
¾ For
F seniors,
i
th special
the
i l tax
t burden
b d should
h ld nott exceedd 1.5%.
1 5%
¾ For higher-priced homes, the amount of the special taxes should not exceed $15,000/yr.

The Price Points recommended by Empire are somewhat lower than those proposed by Lennar for GPHF which
HF,
hi h were provided
id d as off February
F b
2009 a difference
2009,
diff
off about
b t -3.1%,
3 1% on the
th average.

The recommended
Th
d d Price
P i Points
P i t by
b Empire
E i for
f setting
tti Special
S i l Taxes
T
th t are in
that
i conformance
f
with
ith the
th
City’s policies amount to about $704,317, on the average.

¾ Conducted market surveys of the currently active comparable projects in the Competitive Market
A
Area
(CMA) – the
th Planned
Pl
d Communities
C
iti off Woodbury,
W db
W db
Woodbury
E t andd Portola
East,
P t l Springs.
S i
9The prices of the homes in the comparable projects that have been on the market for
more than a year have declined by about -9%, on the average, since Summer 2008.
9However, a new project that just entered the market just recently in Woodbury-East, Ivy,
h prices
has
i
th t are muchh lower
that
l
th the
than
th market
k t comparables.
bl
¾ Performed a competitive market analysis of the proposed prices for the forthcoming products in
GP-HF, considering their living areas and levels of special taxes.

To Update the Price Points for the Residential Products in GP-HF, which are utilized to set Special Taxes
f the
for
th future
f t
h
homeowners
th t are in
that
i conformance
f
with
ith the
th City
Cit off Irvine’s
I i ’ policies,
li i Empire
E i utilized
tili d the
th
following procedure:

UPDATED PRICE POINTS FOR RESIDENTIAL PRODUCTS
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Woodbury East

John Laing Homes
John Laing Homes

In-Active
Four Quartets
Stonetree Manor

Active:
Ivy

Lennar Homes

Active:
Villa Rosa

Woodbury

In-Active
San Carlos
Sendero
Vientos

Active:
Bougainvillea
Las Colinas
Los Arboles
Manzanita
Serra
Paloma

PORTOLA
SPRINGS

GREAT PARK
HERITAGE FIELDS

WOODBURY
EAST

WOODBURY

William Lyon Homes
John Laing Homes
California Pacific Homes

KB Home
Taylor Morrison
Taylor Morrison
Richmond American
Standard Pacific
Brookfield Homes

Portola Springs

9

PLANNED COMMUNITIES WITH CURRENTLY ACTIVE COMPARABLE PROJECTS
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Attached
Attached

Row TH
45x95 Alley w/studio
40x90 Urban Alley
Courtyard Luxury Flats
Courtyard Luxury Flats
40x90 Urban Alley

L40
L23a

- 63 L23b
L25
L27a
L27b

Attached

Attached

4 Plex

Senior 4 Plex
50x105
55x105

L3

L6
L14a-b
L14c

Attached

L2

Detached
Detached

Mansion Triplex
42x90 Alley
42x90 Alley
SFD Cluster
Mansion Triplex
Mansion Triplex

L16
L17
L18a
L18b
L18c
L19

Attached

Attached

Detached

Attached

Attached

L14f

Detached

42x90 Alley
Mansion Triplex

L14d-e

Detached

Detached

Attached

Row TH
Senior 4 Plex

L27c

Detached

Detached

Detached

Attached

Attached

Green Court

L38

Attached

Detached

Row TH

SFD Cluster

Attached

Attached

Attached

Attached

Attached

L34

L33

Brownstone

L42b
Brownstone

Brownstone

L37b

Green Court

Brownstone

L36a

L32

Brownstone

L31

Attached

Brownstone

L29a
L30b

Attached

Types

Areas

Product

Product
Description

Planning

84

48

98

26

91

54

45

61

59

63

58

132

56

90

46

15

93

63

103

33

80

54

86

92

116

8

28

30

21

30

(Estimated)

Units

1,550

1,550

1,850

2,190

2 190
2,190

1,550

1,550

2,190

3,200

$539,688

$539,688

$620,010

$710,908

$710 908
$710,908

$539,688

$539,688

$710,908

$981,458

$887,749

$433,931
$
,

,
1,155
2,850

$620,010

$433,931

$553,075

$847,589

$620,010

$620,010

$847,589

$820,815

$553,075

$486,141

$553,075

$620,010

$486,141

$449,996

$449,996

$449,996

$449,996

$449,996

$449,996

(Average)

0.78%

0.78%

0.78%

0.78%

0 78%
0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.28%
%

0.78%

0.28%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

1 22%
1.22%

.February
February 2009.
2009

Special Tax
Max. Total = 2.00%

Prices

GP-HF

1,850

1,155

1,600

2,700

1,850

1,850

2,700

2,600

1,600

1,350

1,600

1,850

1,350

1,215

1,215

1,215

1,215

1,215

1,215

(Average)

Living Areas

-7.2%

-7.2%

-5.2%

-3.5%

-3 5%
-3.5%

-7.2%

-7.2%

-3.5%

-0.3%

-1.2%

-6.1%
%

-5.2%

-6.1%

-6.8%

-1.6%

-5.2%

-5.2%

-1.6%

-1.9%

-6.8%

-8.9%

-6.8%

-5.2%

-8.9%

-10.2%

-10.2%

-10.2%

-10.2%

-10.2%

-10.2%

Difference

Percentage

$501,008

$501,008

$587,882

$686,194

$686 194
$686,194

$501,008

$501,008

$686,194

$978,813

$877,460

$407,448
$
,

$587,882

$407,448

$515,487

$834,024

$587,882

$587,882

$834,024

$805,066

$515,487

$443,092

$515,487

$587,882

$443,092

$403,999

$403,999

$403,999

$403,999

$403,999

$403,999

Base Prices

Recommended

Comparison: Empire vs. Developer

Recommended Prices for the Residential Products: Part 1

10
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Detached

- 64 Detached

Detached
Detached

80x95
80x95
90x95

P6a
P6b
P7

Detached
Detached

75x100
SFD 100x120
SFD 110x150
SFD 85x120
SFD 75x110
Large

P11
P12
P13
P14
P15
P9ai

Attached

Townhome (Camden)
Zero Lot Line
Duplex
SFD
Motorcourt
Townhome (Camden)

T8d-f
T8g-k
T9a-c
T9d-k
T11a-c
T15a-g

Totals/Averages:

Detached

Courtyard (8-pack)

T8c

60

Attached

Attached

Detached

Attached

Detached

Attached

Large
Timberhill

P9bi
T8a-b

Detached

Detached

Detached

Detached

Detached
h d

Detached

100x150
SFD 70x100

P8
P10

Detached

Attached

Detached

Detached

90x95

P3

Courtyard

6 Pac
80x95

P2b

Attached
Detached

P4

6 Pac

P2a

Attached

Detached

P5

Duplex

P1c

Attached

Duplex
Duplex

P1a

42x90 Alley

L21

P1b

Detached

45x95 Alley w/studio

L20

Types

Area

Product

Product
Description

Planning

4,291

437

180

120

112

82

111

80

90

12

19

83

87

32

73

39

156

16

52

12

55

91

59

60

74

41

57

41

41

32

84

(Estimated)

Units

2,250

1,600

1,272

2 498
2,498

2,015

1,927

1,600

1,302

1,668

8 000
8,000

8,000

3,650

4,600

5,600

5,100

3,650

3,350

5,500

3,200

3,000

3,000

2,450

3,200

3,000

2,600

2,600

3,000

3,000

3,000

2,190

2,600

(Average)

Living Areas

$727,153

$553,075

$465,257

$793 506
$793,506

$664,188

$640,626

$553,075

$473,289

$571,282

$2 266 606
$2,266,606

$2,266,606

$1,101,941

$1,356,293

$1,624,032

$1,490,162

$
$1,101,941

$1,021,619

$1,597,258

$981,458

$927,910

$927,910

$780,654

$981,458

$927,910

$820,815

$820,815

$927,910

$927,910

$927,910

$710,908

$820,815

(Average)

0.77%

0.78%

0.78%

0 78%
0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0 78%
0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%
%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

0.78%

1.22%

.February 2009.

Special Tax
Max. Total = 2.00%

Prices

GP-HF

-3.1%

-6.8%

-9.6%

-2 3%
-2.3%

-4.3%

-4.8%

-6.8%

-9.3%

-6.3%

4 5%
4.5%

4.5%

0.7%

2.1%

3.1%

2.6%

0.7%
%

0.1%

3.0%

-0.3%

-0.8%

-0.8%

-2.4%

-0.3%

-0.8%

-1.9%

-1.9%

-0.8%

-0.8%

-0.8%

-3.5%

-1.9%

Difference

Percentage

$704,317

$515,487

$420,505

$775 529
$775,529

$635,662

$610,179

$515,487

$429,192

$535,178

$2 368 791
$2,368,791

$2,368,791

$1,109,123

$1,384,223

$1,673,802

$1,529,012

$
$1,109,123

$1,022,250

$1,644,844

$978,813

$920,897

$920,897

$761,629

$978,813

$920,897

$805,066

$805,066

$920,897

$920,897

$920,897

$686,194

$805,066

Base Prices

Recommended

Comparison: Empire vs. Developer

Recommended Prices for the Residential Products: Part 2

11

Appendix A

Price Point and Market Absorption Study Updates

- 65 -

12

¾ Existing Homeowners that are selling will also need to discount their prices to attract
purchasers.
h
H
However,
th may be
they
b constrained
t i d by
b how
h
much
h they
th can lower
l
prices
i
d
due
to their existing loan balances.

¾ Currently Active Comparable Projects will need to further discount prices/provide
incentives to attract purchasers. However, their ability to do so may be constrained,
since they previously purchased their lots at higher prices.

As prospective purchasers respond to the lower prices for the new projects, there will be price
pressures placed on other segments of the marketplace:

This expectation is supported by a recent article in the Orange County Business Journal which
discusses an “Executive Builder Program” by the Irvine Company that contemplates paying
select builders a “fixed fee” to construct/market homes.
-----------------------------------------------------------------------------------------------------------------------------

Since the CMA has a large supply of entitled lots with most of their infrastructure improvements
in place, the expectation is that as additional projects enter the marketplace, their products may
also be priced below the current market comparables as well.

Recently, a new project, Ivy, by William Lyon Company entered the marketplace in Woodbury
East, offering homes at significantly lower prices than the market comparables. A comparison
of the current prices for the homes in Ivy with prices for homes in a comparable project as of
July 2008 by the same builder reveals that the current prices are lower by some -21%
21%.

MAJOR SHIFT IN RECENT/NEAR-TERM
RESIDENTIAL MARKET CONDITIONS
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($200 000)
($200,000)

($100,000)

$0

$100,000

$200,000

$300,000

$400,000

$500,000

$600,000

July-2008: San Carlos
William Lyon Homes

$494,222

July-2009: Ivy
William Lyon Homes

$387 657
$387,657

Price Change

($106,566)

CHANGE Ͳ21%

COMPARISON OF PRICE POINTS: JULY 2008 TO JULY 2009
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THE PRICES FOR NEW HOMES IN THE CMA ARE EXPECTED TO COME UNDER PRESSURE,
AS MORE PROJECTS ENTER THE MARKETPLACE WITH MUCH LOWER PRICE POINTS.

IMPACT OF “IVY” ON THE MARKET FOR *NEW* HOMES
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THE PRICES FOR EXISTING HOMES IN THE CMA ARE EXPECTED TO COME UNDER PRESSURE,
AS NEW PROJECTS ENTER THE MARKETPLACE WITH LOWER PRICE POINTS
A SIGNIFICANT PROPORTION OF THESE HOMEOWNERS MAY NOW HAVE NEGATIVE EQUITY.

IMPACT OF “IVY ON THE MARKET FOR *EXISTING* HOMES
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However, housing prices in the CMA are expected to come under more
pressure as new projects with significantly lower prices enter the marketplace.

¾Recent Housing Price Trends – Past Year:
¾ Housing prices for Orange County (OC), as a whole, have declined by some -21%.
¾ Housing prices for the GP
GP-HF
HF CMA have declined by only -9%,
9%, on the average.

¾Foreclosure Activity: Significantly below levels for Orange County, as a whole.

¾Homeowners with Initial Significant Amounts of Equity:
Typical Initial Loan to Value of 69%; so, equity of 31%.

15

¾Newly Developing Area: High Caliber Planned Communities with Copious Amenity Packages.

¾City of Irvine: High Educational Quality and Very Low Crime Rate.

Since the GP-HF Financial Plan contemplates a series of Bond Offerings during the foreseeable future, the
Current Price Points are expected to be “adjusted” to the market conditions at the times that the specific
Bonds are Issued. To arrive at the estimated “adjustment” factors, Empire considered the following factors:

UPDATED PRICE POINT ADJUSTMENT FACTORS
FOR RESIDENTIAL PRODUCTS
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2011, and then start to increase in 2012, returning to their 2009 levels by 2014.
16

The GP-HF CMA has recently performed favorably, on a comparative basis; however, considering the recent market
entry of Ivy as well as another 1,928 “improved” lots, housing prices are expected to come under pressure in the near
term. Accordingly, housing prices are expected to decline by -12% from mid-2009 to mid-2010, stabilize during

Supply of New Homes for Properties with “Completed” Infrastructure:
¾ There are five projects that have been put on hold due to builder bankruptcies,
bankruptcies builders
declining remaining lots or bank owned lots; these have another 428 lots for future homes.
¾ Woodbury, which has completed most of its backbone infrastructure as well as various
on-site improvements, has the potential for another estimated 1,000 lots for future homes.
¾ Woodbury East, which has also completed most of its backbone infrastructure as well as various
on-site improvements, has the potential for another 500 lots for future homes (including Ivy).
Therefore, there are about 1,928 lots/properties that have most of the infrastructure so that
they are ready to commence construction of the homes, and to the extent that such projects are
priced similar to Ivy, then their prices could be considerably below the currently active projects.

Recent Price Changes:
¾ The builder for Ivy, William Lyon Homes, which just recently entered the marketplace, is the same builder
as for the San Carlos,
Carlos a project which was active in July 2008.
2008 The current prices for Ivy,
Ivy for similar sized
homes, are some -21% below the July 2008 prices for San Carlos.
(Note: San Carlos models have closed; the remaining lots have gone back to The Irvine Company.)

The prices for homes in residential projects in the GP-HF CMA that enter the marketplace in the near-term may
d li significantly,
decline
i ifi tl due
d to
t the
th following
f ll i factors.
f t

POTENTIAL NEAR-TERM PRICE CHANGES FOR HOMES IN THE GP-HF CMA
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18

Accordingly, the Great Park Corporation has directed Empire to perform an analysis of the relevant factors
to estimate the probable market
market-entry
entry time.
time

¾ Furthermore, Lennar has NOT provided a new, revised market-entry time.

¾ However, since the infrastructure improvements required to support an early 2010 market-entry
have not yet commenced, the expected market-entry has apparently been delayed.

The prior Market Absorption Study performed during Summer 2008 utilized a market-entry time schedule
for GP-HF that was provided by Lennar Homes which anticipated homeowners commencing occupancies
during the first half of 2010.
2010

Delay in Market-Entry

The estimation of the residential absorption schedules involves first, indentifying the probable market-entry
time and secondly,
time,
secondly starting at that time and thereafter,
thereafter the relevant economic,
economic financial and real estate
market conditions; accordingly, each of these is now discussed.

ESTIMATED ABSORPTION SCHEDULES
FOR THE RESIDENTIAL PRODUCTS
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19

Conditions in the Orange County (OC) Economy & Housing Market
The OC unemployment rate has recently climbed to 9.2%, a very high level.
Housing prices in OC during the past year have declined significantly, by some -21%,
although the rate of decline has recently diminished.
Building permits for new homes in OC have declined by some 80% from their peak levels.
levels
Some 2.1% of the homeowners in OC are under duress: defaults, foreclosures or bank owned.

Macroeconomic Factors
The expectation is a broad and deep economic recession with high unemployment through 2010.
The subsequent economic recovery is expected to be weak due to:
Reducing the Federal Deficit through higher tax rates and/or lower spending.
Federal Reserve Board re-balancing its accounts by re-selling recently purchased securities.

Infrastructure – Ready to Proceed with Construction
The plans for the development of the backbone infrastructure required to support the
construction/occupancy of the homes have been approved by the City of Irvine.
Irvine

Entitlements - Secured
Approvals of the overlay plan by GP-HF have been secured from the City of Irvine
Irvine.

Empire estimated the probable market-entry
market entry time and the estimated absorption schedules for the residential
products, based upon a consideration of the following:

CRITICAL FACTORS UNDERLYING THE PROBABLE
MARKET-ENTRY TIME AND ESTIMATED ABSORPTION SCHEDULES
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Furthermore,
F
h
the
h Planned
Pl
d Communities
C
i i off Woodbury
W db
andd Woodbury-East
W db
E have
h
about
b
11,452
452 lots
l
for future homes (excluding Ivy) that have most of their backbone infrastructure
20
as well as various on-site improvements in place.

Five other projects have recently left the market; these had another 428 lots for future homes.

Eight currently active projects have 309 remaining lots/homes for sale.
Currently under construction: 72 homes.
Cl i anticipated
Closing
i i
d during
d i July-December
J l D
b 2009
2009: 59 hhomes.

Sales rates for currently active projects have declined substantially, to minimal levels,
from 3-4 homes per project/month to less than 1 home per project/month.
Cl i
Closings
for
f the
h eight
i h currently
l active
i projects
j
during
d i the
h past year: 61 homes.
h

Fewer homeowners in the GP-HF CMA are under duress than for OC as a whole,
1.3% vs. 2.1%, respectively.
i l

However, considering the recent market entry of Ivy with significantly lower prices
as well as another 1,928 lots with most of their infrastructure improvement in place,
housing prices are expected to come under further pressure.

Prices in the GP-HF CMA have declined by much LESS than as for OC, as a whole,
-9% vs. -21%, respectively.

Conditions in the Great Park Heritage Fields (GP-HF) Competitive Market Area (CMA)
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LOWERTHAN
ANTICIPATED
EMPLOYMENT
EMPLOYMENT
GROWTHELONGATES
THEHOUSING
RECOVERY

EMPLOYMENT
CHANGES,WHICH
DEPENDUPONTHE
OVERALLECONOMY,
MAYSHIFTTHIS
PARADIGM

STRONGERTHAN
ANTICIPATED
EMPLOYMENT
GROWTH
ACCELERATESTHE
HOUSINGRECOVERY

FORNEWRESIDENTIALDEVELOPMENT,
THEPROCESSSTARTSWITHFINISHEDLOTSPURCHASEDAT“DISCOUNTS”;
THEN,THESEAREFOLLOWEDTHEREAFTERBYNEWLYFINISHED“FULLͲCOSTS”LOTS
GEOGRAPHICALLY,FIRSTAREHOMESNEAREMPLOYMENTCENTERSANDCOASTALAREAS

PHASE3
HOUSINGMARKETRECOVERSINMIDͲ2011ANDTHENRETURNSTONORMALIN2012

FORECLOSUREANDSHORTͲSALESDOMINATETHEMARKETDURING2009– MIDͲ2011
FORECLOSURESALESAREHIGH
SALESOFEXISTINGHOMES(EXCLUDINGFORECLOSURES)AREMODERATE
SALESOFNEWHOMESAREMINIMAL– DISPLACEDBYFORECLOSURESALES

PHASE2:
HOMESTHATHAVESIGNIFICANTLEVELSOFNEGATIVEEQUITY
HOMES
THAT HAVE SIGNIFICANT LEVELS OF NEGATIVE EQUITY
ARECLEAREDINTHEMARKETPLACEDURING2009TOMIDͲ2011

PRICESDECLINESIGNIFICANTLY
DUEINITIALLYTOMORTGAGERESETS
ANDTHENEXACERBATEDBYNEGATIVEEQUITYFORHOMEOWNERS

PHASE1:
HOUSINGPRICESADJUSTTOEQUILIBRIUM,BASEDUPONHOUSEHOLDINCOMES
ANDCONVENTIONALFINANCINGTECHNIQUESDURING2007Ͳ2009

RECENT/EXPECTEDHOUSINGMARKET
TRENDS/PATTERNS IN SOUTHERN CALIFORNIA
TRENDS/PATTERNSINSOUTHERNCALIFORNIA

HIGHERTHAN
HIGHER
THAN
ANTICIPATED
MORTGAGERATES
ELONGATETHE
HOUSINGRECOVERY

THELEVELOF
MORTGAGERATES,
WHICHDEPEND
UPONTHERATEOF
INFLATION,MAY
SHIFT THIS
SHIFTTHIS
PARADIGM

LOWERTHAN
ANTICIPATED
MORTGAGERATES
ACCELERATETHE
HOUSINGRECOVERY

24

BROAD MACROECONOMIC FACTORS, EMPLOYMENT AND MORTGAGE RATES, APPEAR ON THE SIDES
THESE MAY RESULT IN EITHER A QUICKER OR AN ELONGATED RECOVERY
TO THE EXTENT THAT THEY VARY FROM THE MOST PROBABLE SCENARIO.

THE CORE COMPONENTS OF THE HOUSING MARKET RECOVERY APPEAR IN THE MIDDLE OF THE CHART
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THE ACTUAL MARKET-ENTRY TIME WILL ULTIMATELY BE BASED UPON THE DEVELOPMENT STRATEGY
OF THE PROPERTY OWNER,
OWNER AND THIS WILL INCLUDE A CONSIDERATION OF THE EXPECTED HOUSING
MARKET CONDITIONS AS WELL AS OTHER CRITICAL FACTORS, SUCH AS SECURING ENTITLEMENTS AND
COMPLETING THE REQUIRED BACKBONE INFRASTRUCTURE.
25

The market conditions in 2013 are expected to be sufficiently strong to support the marketing of about FIVE-SIX
residential projects, which are anticipated to offer a broad diversity of product types in various price ranges.

Empire’s Estimated Market-Entry for Residential Products: 2013

g the GP-HF CMA is considered to have strongg pprospects
p
for recovery,
y, relative to other cities/areas in
Therefore,, although
Orange County, the market will require some time to absorb the current levels of inventory, and establish sufficient
momentum for the forthcoming products in GP-HF.

Housing Price Increases
¾ The Orange County economy is expected to enter a recovery mode, as reflected by significant employment
increases starting by 2012.
¾ The
h prices
i
f new homes
for
h
i GP-HF
in
G
C A are expectedd to start to recover in
CMA
i 2012,
2012 andd then
h appreciate
i at a rate
of about 5% in 2013 and 6% in 2014.
Project Sales Rates
¾ The sales rates for projects in the GP-HF CMA are currently at minimal levels, less than one home per month per
pproject;
j ; additionally,
y, some five pprojects
j
have recentlyy halted their sales pprograms
g
as well.
¾ There is a considerable supply of lots that have their entitlements and infrastructure improvements in place:
currently active projects have 309 future homes, temporarily inactive projects have another 428 future homes
and Woodbury/Woodbury East have “improved” lots for 1,452 future homes (excluding Ivy).

Empire arrived at the probable market-entry time for the forthcoming residential products in the GP-HF, based upon a
consideration of when the conditions in the economy and the residential market are expected to be sufficiently strong to
provide a *STRONG*
STRONG market reception.
reception

PROBABLE MARKET-ENTRY TIME AND ESTIMATED ABSORPTION SCHEDULES

Appendix A

Price Point and Market Absorption Study Updates

Appendix A

26

Price Point and Market Absorption Study Updates

Q3ͲQ4/2024
Q1ͲQ2/2024

EMPIREECONOMICSͲ EXPECTEDRESIDENTIALABSORPTIONSCHEDULES
ESCROWCLOSINGS/OCCUPANCIESBYHOMEOWNERS;OVERLAYUNITS

Q3ͲQ4/2023

THEGPͲHF CMARETURNS
TOITS"NORMAL" LEVELOFACTIVITY

Q1ͲQ2/2023

Q1ͲQ2/2022

Park

Q3ͲQ4/2022

Q3ͲQ4/2021
Q1ͲQ2/2021

Q1ͲQ2/2020
Q3ͲQ4/2019
Q1ͲQ2/2019
Q3ͲQ4/2018
Q1ͲQ2/2018

LifelongLearning

Q3ͲQ4/2020

Q3ͲQ4/2017
Q1ͲQ2/2017

Q1ͲQ2/2016

THEGPͲHF CMA
RECOVERS AND
GAINSMOMENTUM

Q3ͲQ4/2015
Q1ͲQ2/2015
Q3ͲQ4/2014
Q1ͲQ2/2014
Q3ͲQ4/2013
Q1ͲQ2/2013
Q3ͲQ4/2012

- 79 -

0

50

100

150

200

NUMBEROFESCROWC
CLOSINGSTOHOMEOWNERS

250

Q1ͲQ2/2012

TransitOriented

Q3ͲQ4/2016

- 80 -

Estimated Absorption Schedules for the Non
Non-Residential
Residential Products

Updated Price Point Adjustment Factors for Non-Residential Products

28

Major Shift in Recent/Near Term Economic-Employment Conditions in Orange County

Updated Price Points for the Non-Residential Products

Section III: Non-Residential Product Updates
for Price Points and Absorption Schedules
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Industrial
dus a Products
oduc s dec
declined
ed by -14.5%
.5%
Office Products declined by -13.1%
Retail Products declined by -5.5%
Specialized Products, such as Assisted Living and Auto Center,
were also updated,
p
, based upon
p their specific
p
market conditions.

29

Accordingly, by applying the recent price change factors, the Updated Price Points amounted to some
$262/sq.ft., as a weighted average, and this is about -8.9% below their July 2008 levels.

¾
¾
¾
¾

¾ To Update these Price Points, Empire utilized the changes in lease rates for the various nonresidential product types during the past year, and these were as follows:

¾ The Price Points proposed for GP-HF by Lennar in July 2008 amounted to some $287 per sq.ft.,
as a weighted average. Empire’s analysis of the non-residential market conditions in July 2008
revealed that these Price Points were consistent with the comparable projects in the marketplace.

To Update the Price Points for the Non-Residential Products in GP-HF, from July 2008 to July 2009,
Empire utilized the following procedure:

UPDATED PRICE POINTS FOR NON-RESIDENTIAL PRODUCTS
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Total

$275

NON-RESIDENTIAL PRODUCTS IN GP-HF CFD'S
JULY 2009 PRICE POINTS RECOMMENDED BY EMPIRE ECONOMICS

$$262
6
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There have recently been major employment losses in the Industrial and Retail
sectors, along with moderate losses in the Office Sector.

MAJOR SHIFT IN RECENT/NEAR TERM ECONOMIC-EMPLOYMENT
CONDITIONS IN ORANGE COUNTY
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Accordingly,
A
di l in
i the
th near term
t
th price
the
i adjustment
dj t
t factors
f t
f the
for
th Non-Residential
N R id ti l Products
P d t in
i GP-HF
GP HF are
as follows: Industrial by -8.3%, Office by -7.4% and Retail by -3.0%. But then prices are expected to
recover to their current levels as follows: Industrial in 2015, Office in 2013, and Retail in 2013. 32

Retail:
¾ Employment
E l
t in
i these
th
sectors
t has
h declined
d li d by
b -22,900
22 900 positions
iti
or -13.7%
13 7% from
f
th i recentt peakk level.
their
l l
¾ This has caused the vacancy rate for retail space to rise from 3.0% to 7.7%.
¾ Lease rates have decreased from their recent peak level of $2.71 to $2.56, by some -5.5%.

Office:
¾ Employment in these sectors has declined by -40,950 positions or -3.8% from their recent peak level.
¾ This
Thi has
h causedd the
th vacancy rate
t for
f office
ffi buildings
b ildi
t rise
to
i from
f
8 0% to
8.0%
t 16.7%.
16 7%
¾ Lease rates have decreased from their peak level of $2.78 to $2.33, by some -16.2%.

Industrial:
¾ Employment in these sectors has declined by -45,867 positions or -15.8% from their recent peak level.
¾ This has caused the vacancy rate for industrial buildings to rise from 2.5% to 4.8%.
¾ Lease
L
rates
t have
h
d
decreased
d from
f
th i recentt peakk level
their
l l off $0.78
$0 78 to
t $0.65,
$0 65 by
b some -16.7%.
16 7%

Since the
Si
th GP-HF
GP HF Financial
Fi
i l Plan
Pl contemplates
t
l t a series
i off Bond
B d Offerings
Off i
d i the
during
th foreseeable
f
bl future,
f t
th
the
Current Price Points are expected to be “adjusted” to the market conditions at the times that the specific
Bonds are Issued. The algorithm utilized to estimate the price adjustment factors starts with recent changes in
employment, and then relates these to changes in vacancy rates and also lease rates.

UPDATED PRICE POINT ADJUSTMENT FACTORS
FOR NON-RESIDENTIAL PRODUCTS
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34

Office:
¾ Employment
E l
t in
i these
th
sectors
t has
h declined
d li d by
b -40,950
40 950 or -3.8%
3 8% from
f
th i recentt peakk level.
their
l l
¾ During 2005-2006, when the OC economy was strong, these sectors experienced employment growth
of some 20,500 new positions/yr.
¾ Consequently it could take about two years for employment to fully recover.
¾ For the City
Cit of Irvine,
Ir ine there was
as NO new
ne office construction
constr ction activity
acti it during
d ring August
A g st 2008 to
June 2009, almost a year.

Industrial:
¾ Employment
E l
t in
i these
th
sectors
t has
h declined
d li d by
b -45,867
45 867 or -15.8%
15 8% from
f
th i recentt peakk level.
their
l l
¾ During 2005-2006, when the OC economy was strong, these sectors experienced employment growth
of some 6,800 new positions/yr.
¾ Consequently it could take some six-seven years for employment to fully recover.
¾ For
F the
th City
Cit off Irvine,
I i there
th was NOT any new industrial
i d t i l construction
t ti activity
ti it during
d i April
A il 2007 to
t
June 2009, more than a two-year period.

To update the market absorption schedules for the non-residential products in GP-HF, the following
algorithm was utilized:
¾Estimated time required to recoup most of the recent employment losses, since 4th-2006.
¾ As
A employment
l
t rises,
i
vacancy rates
t decline
d li andd lease
l
rates
t rise
i to
t normall levels.
l l
¾Then once the market returns to normal, new development activity occurs.

CRITICAL FACTORS UNDERLYING THE PROBABLE
MARKET-ENTRY TIME AND ESTIMATED ABSORPTION SCHEDULES
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THE ACTUAL MARKET-ENTRY TIME WILL ULTIMATELY BE BASED UPON THE DEVELOPMENT
STRATEGY OF THE PROPERTY OWNER, AND THIS WILL INCLUDE A CONSIDERATION OF THE NONRESIDENTIAL MARKET CONDITIONS AS WELL AS OTHER CRITICAL FACTORS, SUCH AS SECURING
ENTITLEMENTS AND COMPLETION OF THE BACKBONE INFRASTRUCTURE REQUIRED TO SUPPORT
SUCH DEVELOPMENT.
35

Therefore, although the GP-HF area is considered to have strong prospects for recovery, relative to other
cities/areas in Orange County, the market will require some time to absorb the current levels of inventory,
and establish sufficient momentum for the forthcoming non-residential products in GP-HF.

Accordingly, based upon a consideration of these factors, Empire arrived at the probable market-entry
times and estimated absorption schedules for the non-residential products in GP-HF.
¾Industrial: expected to occur in 2015
¾Office: expected to occur in 2013
¾Retail: expected to follow new residential development, expected to occur in 2015
¾Expo Center/Expo Retail expected to commence in 2013

Retail:
¾ Employment in these sectors has declined by -22,900 or -13.7% from their recent peak level.
¾ During 2005-2006, when the OC economy was strong, this sector experienced employment growth
of some 3,775 new positions/yr.
¾ Consequently it could take some six years for employment to fully recover.
¾ For the City of Irvine, there was NO new retail construction activity during November 2008 to
June 2009, an eight month time period.
¾ However, the future demand for retail development in GP-HF will be driven by new housing
development in its vicinity.
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Heritage Fields Tax Increment Revenue Projections
Delayed Development Assumptions
Rosenow Spevacek Group, Inc. (RSG) has provided redevelopment consulting
services to cities and redevelopment agencies throughout the State of California
for 30 years. RSG specializes in fiscal consulting services including
!

Financing Capacity Analysis

!

Tax Increment Verification & Revenue Audits

!

Revenue Projections & Verification

!

Interpretation/Application of Pass Through & Developer Agreements

!

Escrow Release Certification

!

Fiscal Analysis & Reporting for Bond Insurers & Rating Agencies

To date, RSG has served as fiscal consultant for over 200 financings, involving the
issuance of approximately $2.6 billion in bonds. Our extensive experience covers
a spectrum of financing sizes and structures.
RSG provides a variety of services related to redevelopment including planning,
economic development, affordable housing, land assemblage, developer
negotiations and other activities related to redevelopment implementation. RSG
assisted the Irvine Redevelopment Agency in the adoption of the Redevelopment
Plan for the Orange County Great Park Redevelopment Project Area and has an
in-depth knowledge of the plan and support documentation.
The tax increment revenue projections for Heritage Fields are based on the
following assumptions:
•

Development program is based on Heritage Fields product type, pricing
and absorption with revisions to pricing and absorption based upon the
Empire Economics Study dated August 2009.

•

Initial secured assessed value is based on the 2009-10 assessed value for
the Heritage Fields property as reported by the County Auditor Controller
which is $598,069,960 (reflects the County Assessor’s recent reduction in
value from the initial $831 million). Unsecured value is based on the actual
2009-10 assessed value which is $4,229,110.

•

Assessed values remain the same until construction begins – no inflationary
growth included.

•

Throughout the development absorption period (beginning 2010-11 and
ending in 2023-24), annual growth is assumed at 2% for secured value
and 0% for unsecured value. When development is complete, the annual
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growth rate on secured value is increased to 3% for the remaining duration
of the projections (unsecured growth remains at 0%).
•

The Empire Economics Study was used for pricing and absorption (both
residential and non-residential). In both cases, price modifiers are applied
to land and improvements – see Exhibit A .

•

All Institutional uses are 100% tax exempt. No value has been added for
affordable residential units. All other uses are assumed taxable at 100% of
market value.

•

The initial land value is deducted from the assessed value when the land is
sold and then the land value is added back to the assessment roll when the
property is improved and sold (timing and added land value based again
on the Empire Economics Study).

•

Assessed value additions are added to the projections roughly six months
after completion. Development completed in the third and fourth quarters is
included in the equalized roll for the following fiscal year based on the
January 1 lien date. First and second quarter value additions are added to
the following fiscal year revenues based on supplemental taxes (e.g.
revenue from new development completed in April 2011 will be assumed
beginning in fiscal year 2011-12 even though it won’t be included on the
equalized roll until 2012-13).

•

The pending 2008-09 Educational Revenue Augmentation Fund (ERAF),
and 2009-10 and 2010-11 Supplemental Educational Revenue
Augmentation Fund (SERAF) payments are paid from cash on hand; no
deductions have been made for any future SERAF payments. These
potential obligations are the result of State legislation that requires all
redevelopment agencies statewide to deposit tax increment funds into
special funds directed to school districts in order to relieve the State budget
shortfall. The 2008-09 ERAF payment was successfully challenged in court,
however, the State has filed an appeal of the Superior Court decision. The
California Redevelopment Association has stated its intent to also file a
legal challenge against the SERAF revenue shift on the basis that it is
unconstitutional.

•

Tax refunds resulting from the reduction in assessed value for years
2006-2009 are paid from cash on hand.
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ERA
388 Market St., Suite 1580, San Francisco, CA 94111
T 415.956.8152 F 415.956.5274 www.era.aecom.com

Memorandum
Date:

July 22, 2009

To:

City of Irvine and the Orange County Great Park Corporation

From:

ERA|AECOM

Subject:

Economic and Fiscal Impact of Cirque du Soleil – Project No. 18313

Introduction
The City of Irvine retained ERA|AECOM, formerly Economics Research Associates (ERA), to prepare
an assessment of the economic and fiscal impact of hosting the Cirque du Soleil within the Great
Park. The Irvine City Council and the Orange County Great Park Corporation (OCGP) are currently in
the process of ratifying a Letter of Intent to establish the Great Park as the Orange County location
for the Cirque du Soleil touring show. Some of the key points of the lease terms include:


The Cirque will have the opportunity to use the site a maximum of eight times beginning in
December 2009 and ending in January 2018.



The Cirque is entitled to 100 percent of the ticket, concessions, alcohol and retail revenues
generated within space occupied by the Cirque.



The Cirque will pay a lease rental cost of zero for the term of the agreement.



The Great Park will be responsible for parking and traffic management, and the OCGP is
entitled to receive parking revenue of $10 per vehicle.

Key Input Assumptions
The Cirque will sell tickets for an initial performance period of three weeks. If the initial sales are
successful, ticket sales would be extended for an additional up to three weeks. Considering the
affluence of the Southern Orange County regional market and the strong location of the site near the
confluence of I-5, I-405 and SR-133, ERA has assumed that the performance will last for the full six
weeks for each season.
The ticket and concession revenues earned by the Cirque are taken out of Orange County because
the organization and its long term employees are based in Montreal, Canada. However, the Cirque is
such a unique entertainment venue that ERA has assumed that these dollars to the Cirque either
would have flowed out of the county in any case (e.g. to attend the Cirque in Santa Monica or Las
Vegas) or would not have been spent. ERA has not assumed the dollar flow to the Cirque is
diversion from local cinema, cultural events or sports venues.

- 92 -

Appendix C
Fiscal Impact of Cirque du Soleil

- 93 -

2

Appendix C
Fiscal Impact of Cirque du Soleil

The Economic Impact Assessment
One important factor in accurately assessing impacts is determined by the geographic source of the
attendees to the Cirque du Soleil. In estimating where the attendee will come from, ERA considered:


The location of the Cirque site within the Great Park and its proximity to the rest of Orange
County and to the surrounding counties of San Diego, Riverside, San Bernardino and Los
Angeles.



The population and income distribution of these five counties.



The fact the Cirque will be in Santa Monica before coming to the Great Park.

The analysis in Table 1 shows that approximately 42 percent of the attendees will come from Orange
County, with 8.4 percent of the total from Irvine. The balance will be from Los Angeles County (34
percent), San Diego County (12.3 percent), Riverside County (7.5 percent) and San Bernardino County
(4.2 percent).
A large majority of the economic impact will be from to the expenditures of the Cirque du Soleil
organization in Southern California. These include the following for each season:


The Cirque will hire approximately 165 Southern Californians to help with site preparation, set
up, tear down, ticket sales, and usher work etc. Including a training period, these workers
work for seven weeks at average of 20 hours per week for about $10 per hour. ERA
estimates that 85 percent of these locally hired employees will be from Orange County.



The Cirque will bring 50 performers/artists and 100 support/administrative staff. They will
arrive one week before the show starts and stay through the last day of the performance.
They will stay in hotels in Irvine as stipulated by the lease agreement.



The Cirque will purchase groceries from local establishments to serve three meals per day to
these 150 visiting staff.



The Cirque will spend about $50,000 in Southern California to transport its staff between the
hotels and the performance venue at the Great Park. This expenditure is for buses, taxi rides
and car rental.



The Cirque will spend an estimated $125,000 during these seven weeks for rental of
temporary office space and equipment and will purchase $40,000 in fuel (gasoline and
propane) to operate its equipment and kitchen.



Other local spending includes promotional cost of $300,000 for advertising and marketing
and $40,000 for a premiere event (caterers, tent rental, entertainers and security personnel).



Other Cirque expenditures in Southern California will include approximately $20,000 for
professional fees for lawyers, consultants, architects and engineers.

For each season at the Great Park, the Cirque du Soleil will spend about $1.9 million in Southern
California. Of this total, 91 percent or just over $1.7 million will be spent in Orange County. The
detailed estimates are presented in Table 2.
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In addition to the expenditures by the Cirque as an organization, the employees and attendees living
outside of Orange County will spend some monies in Orange County due to their visitation to the
Cirque. These will include:


The meal and snack expenditures by Southern California employees living outside Orange
County and hired by the Cirque for each season.



The spending for incidentals and a few meals by Cirque performers and support personnel
brought out from Montreal, its international headquarters.



The meal, snack and parking spending by the 58 percent of Cirque attendees visiting Irvine
from outside of Orange County.

Using fairly conservative spending factors, ERA estimates that these temporary employees and
visitors from outside of Orange County will spend an additional $670,000 in Orange County per
season (see Table 3). The direct Cirque du Soleil spending impact on Orange County is therefore
approximately $2.4 million per season or $19.2 million for eight seasons without considering any
inflation factor.
ERA then used two simulation models to estimate the net overall employment impact on Orange
County and Southern California due to the direct expenditures caused by the Cirque. ERA leased
these two simulation models from the Regional Economic Models, Inc (REMI). This organization
develops and updates the REMI Policy Insight, which is used for forecasting and policy analysis by
many different types of public, private, and non-governmental organizations throughout the country.
Articles about the model equations and research findings have been published in professional
journals such as the American Economic Review, The Review of Economic Statistics, the Journal of
Regional Science, and the International Regional Science Review.
The first model was calibrated to estimate the impacts on Orange County while the second model
was calibrated to estimate the impacts on Los Angeles County, San Diego County, San Bernardino
County, and Riverside County. The impact on Southern California was determined by combining the
results of the two models.
The REMI Policy Insight models indicate that the presences of the Cirque du Soleil in the Orange
County Great Park for a full six-week season generates approximately 300 additional jobs for
Southern California with 90 percent of these jobs generated within Orange County. REMI is using
the Department of Commerce Bureau of Economic Analysis (BEA) definition of jobs and not full time
equivalents (FTEs). A large majority of these jobs are in the arts, entertainment and recreation sector
and a notable minority are in the accommodations and food services sector (see Table 4 for details).

Impact on Irvine’s General Fund Revenue
While the Cirque is not paying land rent, it does generate General Fund tax revenue for the City of
Irvine. This revenue is primarily from transient occupancy tax on hotel room rentals and from sales
tax revenue on meal and other incidental spending by staff and attendees from outside of Irvine. As
detailed in Table 5, the estimated transient occupancy tax per season is $82,000 and the sales tax
impact per season is $6,000. Over eight seasons, the City’s General Fund benefits by about
$700,000.
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Summary of Impacts
The future presence of the Cirque du Soleil performing in the Great Park will have following
estimated economic and fiscal impacts on Orange County and the City of Irvine:


Direct spending impact by the Cirque and its induced visitors to Orange County - $2.4 million
per season or $19.2 million over eight seasons.



Overall additional jobs for Southern California per season of 300 with 270 being Orange
County jobs.



The City of Irvine’s General Fund benefits by approximately $88,000 per season and
$700,000 for the total of eight seasons.

Table 1
MARKET AREA POPULATION ESTIMATES AND CIRQUE ATTENDANCE PENETRATION

Population January 2009

Estimated Cirque Attendance

Penetration

Number

Percentage

Number

Percentage

Rate

3,139,017

15.0%

56,028

42.0%

1.78%

10,393,185

49.8%

45,356

34.0%

0.44%

Riverside County

2,107,653

10.1%

10,005

7.5%

0.47%

San Bernardino County

2,060,950

9.9%

5,603

4.2%

0.27%

Orange County
Los Angeles County

San Diego County
Total Market Area
City of Irvine

3,173,407

15.2%

16,408

12.3%

0.52%

20,874,212

100.0%

133,400

100.0%

0.64%

212,793

1.0%

11,206

8.4%

5.27%

Source: CA Department of Finance
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Table 2
EXPENDITURES BY CIRQUE DU SOLEIL IN SOUTHERN CALIFORNIA AND ORANGE COUNTY FOR ECONOMIC IMPACT ASSESSMENT

Locally
Hired Staff
165

Wages for Locally Hired Staff

Average
Hours/Week
20

Weeks
of Work

Average
Hourly Rate

7

$10.00

Total
Hourrs

Total Wage
Expenditures

23,100

$231,000

Orange Cty Total OC Wage
Percentage
Expenditures
85%

$196,350

(Ticket Sales/Urshers/Set-up/Take-down)
Visiting Staff
Accommodations for Visiting Staff

150

Persons
Per Room
1.14

Hotel Rooms

Average
Room Rate

132

Total
Room Nites

Total Room
Expenditures

$149.00

6,468

$963,732

Total Meal
for Staff

Est. Cost
Per Meal

Total Grocery
Expenditures

22,050

$6.00

$132,300

Orange Cty
Percentage
100%

OC Room
Expenditures
$963,732

(Hotel Room Expenditures for Performers & Traveling Staff)
Visiting Staff
Meals to Visiting Staff

150

Daily
Meal
3

Number
of Days
49

Orange Cty
Percentage
100%

OC Grocery
Expenditures
$132,300

(Prepared in Cirque Kitchen)
Total Local

Orange Cty

OC Trans

Trans Exp

Percentage

Expenditures

$50,000

Local Transportation Cost

90%

$45,000

(Buses, Taxi & Car Rental)
Total Local

Orange Cty

Total OC

Off & Equip

Percentage

Off & Equip

$125,000

Rental of Temporary Office & Equipment

Fuel Purchases

100%

$125,000

Total Local

Orange Cty

Total OC

Fuel Cost

Percentage

Fuel Cost

$40,000

100%

$40,000

(Gasoline & Propane)

Local Promotional Cost

Total Local

Orange Cty

Total OC

Promo Cost

Percentage

Promo Cost

$300,000

60.0%

$180,000

(Advertising & Marketing)

Premiere Event

Total Local

Orange Cty

Promiere Cost

Percentage

$40,000

80%

Total OC
Promiere Cost
$32,000

(Caterers, tent, entertainment & security)
Total Local

Orange Cty

Prof Serv Cost

Percentage

$20,000

Professional Services Costs

75%

Total OC
Prof Serv Cost
$15,000

(Lawyers, Consultants, Architects & Engineers)

Total So Cal
Expenditure
Total Estimated Cirque Expenditures in Southern California and Orange County per Season

$1,902,032

Orange Cty
Percentage
91%

Total OC
Expenditure
$1,729,382

Source: Cirque du Soleil & ERA
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Table 3
EXPENDITURES BY VISITORS TO ORANGE COUNTY FOR ECONOMIC IMPACT ASSESSMENT

Locally (So Cal) Hired Staff Expenditures

Locally
Hired Staff

From Outside
Orange Cty

Days of
Work

Average
Exp per Day

Local Staff OC
Expenditures

165

15%

49

$5.00

$6,064

(Meal & Snacks)

Visiting Cirque Performers & Staff

From Outside

Days of

Average

Visitor Staff OC

Visiting Staff

Orange Cty

Work

Exp per Day

Expenditures

150

100%

49

$5.00

$36,750

Attendance at

From Outside

Number of

Expenditure per

Attendee OC

Each Show

Orange Cty

Perfomrances

Attendee

Meal Spending

2,470

58%

54

$5.50

$425,546

Attendance at

From Outside

Number of

Expenditure per

Attendee OC

Each Show

Orange Cty

Perfomrances

Attendee

Parking Spending

2,470

58%

54

$2.55

$197,299

(Sundries & Meals)

Attendees Meal Expenditures
(Meals & Snacks)

Attendees Parking Expenditures

Total Estimated Cirque Induced Visitor Expenditures in Orange County per Season

$665,658

Source: Cirque du Soleil, City of Irvine & ERA
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Table 4
EMPLOYMENT IMPACT OF CIRQUE DU SOLEIL (ASSUMING EIGHT SEASONS)
Year

2010

2011

2012

2013

2014

2015

2016

2017

Orange County
Forestry, Fishing, Other

0

0

0

0

0

0

0

0

Mining

0

0

0

0

0

0

0

0

Utilities

0

0

0

0

0

0

0

0

Construction

6

9

10

11

11

11

11

11

Manufacturing

2

2

2

2

2

2

2

2

Wholesale Trade

2

2

2

2

2

2

2

3

Retail Trade

6

7

8

8

9

9

10

10

Transp, Warehousing

1

1

1

1

1

1

1

1

Information

1

1

1

1

1

1

2

2

Finance, Insurance

4

4

4

3

3

3

3

3

Real Estate, Rental, Leasing
Profess, Tech Services
Mngmt of Co, Enter

4

4

4

4

4

4

3

3

10

11

11

11

11

11

11

12

1

1

1

1

1

1

1

1

11

11

11

11

11

11

11

11

Educational Services

1

1

1

1

1

1

1

1

Health Care, Social Asst

3

3

4

5

5

6

6

7

175

175

174

174

174

174

174

174

Admin, Waste Services

Arts, Enter, Rec
Accom, Food Services

25

24

24

23

22

21

21

21

Other Services (excl Gov)

8

8

8

8

8

8

8

8

State Gov

0

0

0

0

0

0

0

0

Local Gov

0

0

0

0

0

0

0

0

261

266

268

268

268

268

270

271

Total

Table 4 continued
EMPLOYMENT IMPACT OF CIRQUE DU SOLEIL (ASSUMING EIGHT SEASONS)
Surrounding Counties
Forestry, Fishing, Other

0

0

0

0

0

0

0

0

Mining

0

0

0

0

0

0

0

0

Utilities

0

0

0

0

0

0

0

0

Construction

1

2

2

2

2

2

2

2

Manufacturing

1

2

2

2

2

2

2

2

Wholesale Trade

1

1

1

1

1

1

1

1

Retail Trade

3

3

3

3

3

3

4

4

Transp, Warehousing

1

1

1

1

2

2

2

2

Information

1

1

1

1

2

2

2

2

Finance, Insurance

1

1

2

2

2

2

2

2
2

Real Estate, Rental, Leasing

1

1

1

1

2

2

2

Profess, Tech Services

2

3

3

3

3

3

4

4

Mngmt of Co, Enter

0

0

0

0

0

0

0

0

Admin, Waste Services

2

2

2

2

3

3

3

3

Educational Services

1

1

1

1

2

2

2

2

Health Care, Social Asst

1

2

2

2

2

3

3

3

Arts, Enter, Rec

1

1

1

1

1

1

1

1

Accom, Food Services

2

2

2

2

2

2

3

3

Other Services (excl Gov)

2

2

2

2

3

3

3

3

State Gov

0

0

0

0

0

0

0

0

Local Gov

0

0

0

1

1

1

1

1

23

25

27

27

32

34

36

37

284
92%

291
91%

294
91%

295
91%

300
89%

302
89%

306
88%

308
88%

Total
Grand Total
Percent in Orange County

Source: REMI
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Table 5
CIRQUE INDUCED GENERAL FUND REVENUE FOR CITY OF IRVINE

Locally
HIred Staff

From Outside
City of Irvine

Days of
Work

Average
Exp per Day

Local Staff
Expenditures

165

75%

49

$5.00

$30,319

Locally Hired Staff Expenditures
(Meal & Snacks)

From Outside

Days of

Average

Visitor Staff

Visiting Staff

City of Irvine

Work

Exp per Day

Expenditures

150

100%

49

$5.00

$36,750

Attendance at

From Outside

Number of

Expenditure per

Attendee

Each Show

City of Irvine

Perfomrances

Attendee

Meal Spending

2,470

92%

54

$5.50

$672,069

Visiting Cirque Performers & Staff
(Sundries, Snacks & Meals)

Attendees Meal Expenditures
(Meals & Snacks)

Total Cirque Induced Visitor Retail Expenditures

$739,138

Estimated Percentage Spent in Irvine

85%

Total Induced Visitor Retail Expenditures in Irvine

$628,267

Irvine Sales Tax @ 1%

$6,283

Total Visitor Lodging Expenditures in Irvine (from Table 2)

$963,732

Irvine Transient Occupancy Tax for City at 8.5%

$81,917

Total Cirque Induced City of Irvine Revenue per Season

$88,200

Source: Cirque du Soleil, City of Irvine & ERA
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Great Park Contract Services & CIP Expenditures Summary
Inception Through June 30, 2009
All Great Park Funds
Category

Description

Vendor

Total

Project

Balloon Project

Cal-Pac
Other Vendors

$3,037,028
$1,761,024
$4,798,052

Project

Preview Park

Belaire West
Other Vendors

$4,281,878
$1,046,945
$5,328,823

Project

Demolition

Kishimoto Architects
Masek Consulting
Interior Demolition
Heritage Fields

$879,732
$193,479
$1,238,224
$13,430
$2,324,865

Project

Great Park Design

Great Park Design Studio
Master Plan
Balloon Park (1A)
Schematic Design*
Includes Preview Park, Change orders and
Park Development Plan work
Strategy & Communications
FY 2008-09 Accruals, All Projects

$10,546,759
$355,260
$25,629,719
$3,075,337
$3,091,524
$42,698,598

Project

Engineering

Fuscoe
IBI Group
DMc Engineering
WRNS Studio
Dudek

$38,239
$56,057
$723,767
$114,192
$202,583
$1,134,838

Project

Planning Fees

City of Irvine
County of Orange

$929,341
$59,370
$988,712

Project

Program Management

Bovis Lend Lease

$9,324,618
Total All Projects
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$66,598,506

Appendix D
Contract Services & CIP Expenditures Summary
Great Park Contract Services & CIP Expenditures Summary
Inception Through June 30, 2009
All Great Park Funds -- (continued)
Category

Description

Vendor

Total

Operations

Operations Support

AMCI
Aerophile
PBS&J
Others

$1,166,011
$778,675
$313,658
$422,857
$2,681,202

Operations

Property Maint & Rent

Heritage Fields
Moreno Valley Landscape
DG Ricketts
Valley Crest Tree
Other

$2,011,328
$545,622
$255,173
$217,529
$158,092
$3,187,744

Operations

Special Events

Final Salute
Preliminary Master Plan
Balloon Launch
July 2007 Anniversary Event
July 2008 Anniversary Event
Great Park Summer 2008 Dance/Concerts
October 2008 Pumpkin Harvest
Spring/Fall Movie on the Lawn Events
El Toro Homecoming
Imagination Celebration
Great Skate Ice Rink and Winter Events

$125,237
$147,179
$229,648
$152,836
$314,137
$887,377
$61,034
$8,557
$26,888
$28,057
$313,266
$2,294,215

General/Administrative

Business Consulting

Dockside
Ventura Consulting
Chora, LLC
Empower Excel
Townsend Public Affairs
Henry Korn
Ferguson Group
Diehl Evans

$79,200
$34,622
$68,442
$38,040
$37,500
$84,162
$106,835
$54,640
$503,441

General/Administrative

History Project

History Associates
California State University Fullerton
Legacy Project
Cathy Tucker

$82,206
$411,848
$191,778
$106,505
$792,336

General/Administrative

Legal

Nossaman
Rutan & Tucker
Other

General/Administrative

Public Relations & Comm.

Forde & Mollrich
Carlsson Public Relations
Kevin O'Leary
Jenson Printing

Total All Operations

$2,013,714
$1,267,355
$75,000
$3,356,068
$549,051
$40,493
$44,008
$142,479
$776,029
Total All G&A

Miscellaneous

Miscellaneous

Various Vendors across all Funds & FY
Totals

$8,163,161

$5,427,875
$1,732,615
$81,922,157
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