Attachment B

City of Mission Viejo

Date: October 24, 2023

To: City Council

From: Keith Rattay, Assistant City Manager

For: City Council Meeting

Subject: Estimate of Probable Construction Costs/LLOS OSOS Master Plan and Retail
Pro Forma

EXECUTIVE SUMMARY

The LOS OSOS project contains approximately 200,000 SF of improved community gathering and
recreational space. This includes the renovated parking lot, North Paseo, Urban Alley, Entertainment
Plaza, Urban Alley Plaza, Lower Creek Side Entertainment Plaza, Event Barn and Bridge Plaza, and the
Oso Creek Trail.

The current project consists of 33,000 SF of retail building and 5,266 SF of the existing four retail
establishments. Currently, there are 155 parking spaces located on the property. The proposed design
eliminates 15,530 SF of building leaving 17,470 SF of building, which includes the four remote retail
kiosks. In the proposed site plan, 108 parking stalls remain.

The drive aisle to the north of the Village Center entrance is shifted and rerouted towards the front of
the current CVS building. The rerouted drive aisle is designed to be closed off during large events and
provides space to accommodate booths for the weekly farmers markets and other community-based
events. The closure of this road does not impact the traffic circulation or reduce the parking required for
the LOS OSOS project.

The rear 39 ft. of the building is removed and redesigned to increase the space behind the building to
accommodate the Urban Alley and Urban Alley Plaza. The new structures are glass and provide
unobstructed views of the open space and the creek.

The project presented includes the following site plan components:

North Paseo Entrance

North Paseo North Paseo
Entertainment Plaza and Retail
Urban Alley

Creekside Entertainment Plaza
Lower Creekside Plaza
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7. Event Barn Look Out

8. Marguerite Bridge Overlook

9. Oso Creek Trail
10. La Paz Bridge

The “Quick Reference Rough Order of Magnitude of Cost Estimate” for each area is below:

| Area Description Estimated Cost
!
| 1 | North Paseo Entrance | Marguerite to driveway $1,316,615
| 2 | North Paseo North Driveway to front of retail $3,602,805
Paseo
3 | Entertainment Plaza Renovated retail and outdoor plaza | $14,599,430
and Retail Building
4 | Urban Alley Retail kiosk, shade structure, elevator, landscape $8,231,066
| irrigation and plaza
5 | Creekside | Retail kiosk, retaining wall, landscape and irrigation | $1,825,250
Entertainment Plaza
6 | Lower Creekside Hardscape, stairs, play structure, landscape and $1,678,500
Plaza irrigation
7 | Event Barn Look Out | Retaining wall, paseo bridge, hardscape, landscape | $6,435,750
and irrigation
8 | Marguerite Bridge Retaining walls, shade structure, hardscape, $610,000
Overlook landscape and irrigation
9 | Oso Creek Trail Trail extension, trail fencing, lighting $600,000
10 | La Paz Bridge Landscape, hardscape, site amenities $493,000
Subtotal ) - o $39,393,426 |
General Conditions $2,757,540 )
L (7%) R
Fee (4%) | $1,686,039
GL Insurance (.95%) $416,452
Total $44,253,456
Construction $2,212,673

Contingency (5%)

Construction Cost +
Contingency +
Escalation (.5%/12
months)

$49,121,336

| Barn Estimated
| Allowance

$5,000,000




| Estimated Tenant $1,189,000
Improvements

Grand Total $55,802,049.52

The initial estimate to achieve the Core Area Vision Plan presented in September 2021 was 46 Million
Dollars. The estimate included the purchase of the Former Stein Mart building. The building was
purchased in December 2021. The proposed estimated cost is now $67,802,049 (Stein Mart purchase
$12,000,000 + $55,802,049.52) for a difference of $21,802,049. This increase is reflective of a design
that is more defined than what was presented in September 2021. Additionally, this represents a 32%
increase which is in line with the significant increase in construction materials and labor costs that has
occurred in most of the construction industry over the last few years. According to our Collaborative
Design Team construction consultant, construction costs have not decreased, but they have stabilized.
Additionally, this estimate includes a contingency and an escalation of approximately 5 million dollars.

Due to current financing costs, City staff is recommending a phased approach to the project. We have
provided an estimate for a first phase. This phase includes constructing the North Paseo and Drive Aisle.
The Estimate of Probable Construction Costs totals approximately $6,195,576. This first effort will
ensure that the initial recreational improvements in front of the MART building are completed and will
allow the community markets and events to continue to reinforce the community gathering
components of LOS OSOS. The estimate is shown below:

Recommendation
Estimate of Probable Construction Costs for Phase |

Implement phase one Design and Environmental Clearance (December 2023 - 1% Q 2025)
Construction (2" Q 2025 - 3@ Q 2026)

Area Description Estimated Cost
North Paseo Entrance | Marguerite to driveway $1,316,615
North Paseo North Driveway to front of retail $3,602,805
Paseo

Subtotal $4,919,420
General Conditions $344,359

(7%)

Fee (4%) $210,551

GL Insurance $52,006
Construction Total $5,526,337




| Construction i | $276,317
Contingency

| Escalation $331,500
(.5%/mo./12 months)
Construction Cost + $6,134,234
Contingency +
Escalation
Cost of Bond (1%) . | $61,342

| e |
Estimated Project | $6,195,576

Total Budget Phase |

Summary of the Current Capital Improvement Budget CIP 22336 Core Area Reinvestment Phase One

Budget $19,000,000
Cost of Building $11,900,000
Cost of Consultants $1,065,558.60
Misc. Costs $28,009.48
Total Expenditures $12,993,568.10
‘Total Available for Phase | | 6,60_6,4_31.92

Retail Pro Forma Estimates for Phase Il of the LOS OSOS Project

The City of Mission Viejo contracted with the LABco, the retail consultant on our Collaborative Design
Team. Their report is attached as part of this memo. The report outlines the following:

The facility is estimated to contain approximately 15,470 SF of leasable space. In retail, there is a
“ramping up” of about 3-5 years to achieve full rental capacity and full rental rates. Additionally, there
are some expenses in running a facility that are not necessarily recoverable through rents and or
Common Area Maintenance (CAM) charges. In the first few years, there is an industry expectation that
there will be a 5% vacancy in tenants. The anticipated rental roll if the entire facility if leased is
approximately $1,226,595.



The chart below summarizes the first 5 years of operating Income projections:
Year 1 2 3 4 5
Management 30% $220,866 236,722 262,719 277,698 293698
City 70% $515,353 552,351 613,012 648,179 685,298

Total Net Op Income  $736,219 789,072 875,731 925,970 978,994

City Council requested that City staff solicit interest from the retail developer community to see if a
retail partner would be interested in working with the City to develop a Public/Private Partnership in
which to build the retail portion of LOS OSOS. The Retail Pro Forma as presented anticipates the City
would fund the construction of the MART building retail conversion and bring in a retail management
company to run the actual day to day operations.

The retail search also considers the retail partner buying the building back from the City in about year 5
once the businesses are up and running. Viable and successful tenant leases add value to the bottom
line of commercial real estate.

Summary of Attachments

Core Area Master Plan Retail Estimated Cash Flow and Valuation
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