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BACKGROUND/OBJECTIVES, KEY CONTACTS & LIMITING CONDITIONS
Introduction

CONTACTINFORMATION

ThismarketanalysiswaspreparedbyMeyersResearch,a marketresearchandconsultingfirmspecializingin therealestateindustry. It hasbeencommissionedbythe

CountyofSanDiego.

TimSullivan,SeniorManagingPrincipal,reviewedall recommendationsandconclusions. ShaunMcCutcheonservedasProjectDirectorandoversawall aspectsof the

study. Follow-upquestionsshouldbedirectedtoTimSullivanat(858) 381-4381ortsullivan@meyersllc.com.

OBJECTIVE

Theobjectiveofthisanalysisis toassessthemarket-basedopportunityforadditionalindustrialusesintheEastOtayMesaSpecificPlan(ñTheProjectò). TheProjectisan

amendmentto theSpecificPlananddoesnotinvolveanyspecificapprovalsorentitlements. Futurediscretionarypermitswillberequiredforanydevelopmentproposals

undertheSpecificPlan. TheProjectincludeschangesto landusesandspecificplanroadnetwork,thelandusematrixanddevelopmentregulations,updatesto reflect

CaltransacquisitionsforStateRoute11and125, andincreasestothedevelopmentfootprintforthenewPortofEntry(POE),andmiscellaneoustypographicalandeditorial

updatestotext,tablesandfigures. TheProjectresultsin theincreaseof landusedesignationsbyapproximately60.8 acresforMixed-UseïResidentialEmphasis,209.8

acresforHeavyIndustrial,255.91acresforCirculationCorridors. TheProjectresultsinthedecreaseoflandusedesignationsbyapproximately53.12acresfor Mixed-Use

ïEmploymentEmphasis,99.11acresforMixedIndustrial,107.34acresforLightIndustrial,and266.94acresforTechnologyBusinessPark. Thescopeofthisassignment

includesa demandanalysis,commentaryonexistingandplannedindustrialuses,markettrendsaswellaseconomicanddemographicindicators. Thedatausedin this

reportwascollectedinNovemberandDecember2020.

LIMITINGCONDITIONS

TheCountyofSanDiegoisresponsibleforrepresentationsaboutthedevelopmentplans,marketingexpectationsandfordisclosureofanysignificantinformationthatmight

affecttheultimaterealizationof theprojectedresults. Therewillusuallybedifferencesbetweenprojectedandactualresultsbecauseeventsandcircumstancesfrequently

donotoccurasexpected,andthedifferencemaybematerial. Wehavenoresponsibilitytoupdateourreportforeventsandcircumstancesoccurringafterthedateofour

report. Paymentofanyandallofourfeesandexpensesisnotinanywaycontingentuponanyfactorotherthanourprovidingservicesrelatedtothisreport.

Note: ThisreportwascompletedduringtheongoingglobalhealthcrisiscreatedbytheCOVID-19(coronavirus)outbreak,thedurationandconsequencesofwhicharestill

largelyunknown. Ourresearchandconclusionsarebaseduponthebestinformationavailabletousatthetimeofpublication.

Marketprojectionsandthemajorityofdatapointsutilizedwithinthisstudyweredeterminedpriorto theoutbreak,andthelikelihoodofachievingtheseprojectionswillbe

increasinglychallengingthelongerthedisruptionextends.

Whileprospectsforthehousingandcommercialmarketsthroughtheremainderof2020andbeyondhavebecomecloudedbythepandemic,webelievethishasthefull

attentionof thefederalgovernmentto helpminimizeboththemarketsôhealthandeconomicimpact. Thelikelyprospectforcontinuedlowinterestrates,andgenerally

positivehousingsupplyconditionsthatprevailedintheregionbeforethissetbacktoourlocalmarketsshouldleadtoapositiverecoveryasmoreclarityisrealized.

mailto:tsullivan@meyersllc.com
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Theobjectiveof this analysisis to assessthe mostmarketablelandusesfor the EastOtayMesaSpecificPlan,in particularwith respectto the

potentialrezoningof 209.8 acresof TechnologyBusinessParklandto General/HeavyIndustrialand77.7 acresof Light Industriallandto Mixed

Industrialuse, asshownonthemapbelow. TheregionallocationoftheEastOtayMesaSpecificPlanishighlightedonthemaptotheleft,whiletheapproximatelocations

oftheareastobeconsideredforrezoningareshownonthemaptotheright. SeetheAppendixfordetaileddefinitionsandallowableusesofeachzoningdesignation.

KEY OBJECTIVES
Introduction

Land Use Designation Existing Acres Proposed Acres Net Change

Activity Node Overlay 28.0 (Maximum) 28.0 (Maximum) 0

Commercial Center Overlay 28.8 (Maximum) 28.8 (Maximum) 0

District Commercial 11 11 0

Mixed-Use - Residential Emphasis 108.5 169.3 60.8

Mixed-Use - Employment Emphasis 53.1 0 -53.1

Heavy Industrial 292.00 501.80 209.8

Mixed Industrial 629.9 530.8 -99.1

Light Industrial 363 255.7 -107.3

Technology Business Park 652.4 385.5 -266.9

Rural Residential 311.30 311.30 0

Conservation/Limited Use 241 241 0

Circulation Corridors (1) 350.40 606.30 255.9

77.7 Acres

Light Industrial land 

to Mixed Industrial

Note: Changes resulting from 

CalTrans acquisitions for State 

Route 11 and 125 and increased 

to the development footprint for 

new port of entry were not 

analyzed as a part of this study.
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Key Findings
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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Basedon our research,includingsitevisits, industrialandcommercialofficemarkettrends,supply-demandfactorsandconversationswith local

industrialbrokers,theEastOtayMesaSpecificPlanoffersa strongdemandopportunityfor warehouse/distribution,manufacturingandopenair

storageuses,whilethedemandfor officeandtechnologyrelatedusesareunderthecurrentTechnology/BusinessParkzoningis minimaleven

overthelongterm. Keyconclusionsfromouranalysisareasfollows:

Å Industrialmarketconditionsarerelativelystrongin theSanDiegoMSAin generalandareveryfavorablein theOtayMesasubmarket. IntheSan

DiegoMSA,averageindustrialleaserateshaveincreasedto recordhighs,whilevacancieshaveincreasedslightlyaswell. Industrialleaseratesaverage$1.37per

squarefootpermonthcurrently,markingnineconsecutiveyearsofrentgrowth. Thevacancyratereacheda lowof4.6%in2017andhasincreasedto6.0%currently,a

functionofnewinventoryenteringthemarket. Althoughthevacancyratehasincreased,thislevelofvacancystillrepresentsa healthyindustrialmarket. OtayMesaisa

strongperformingindustrialsubmarket,amongtheleadingSanDiegosubmarketsin termsof positiveabsorption,lowleaserates,newdeliveriesandspaceunder

construction. OtayMesais thesecondlargestindustrialsubmarketin thecounty(behindMiraMesa/Miramar),drivenbyindustriallandavailability,proximitytotheUS-

Mexicoborder,andthelowestaverageleaseratesofanysubmarketin thecounty($0.77persquarefoot). The4.6 millionsquarefeetunderconstructioninOtayMesa

isbyfarthelargestamountofconstructionactivityinthecounty(90%ofthecountytotal),drivenbyAmazonôs3.4millionsquarefootbuildinginEastOtayMesa.

ÅConversely,officemarketconditionsareweakeningas a resultof the COVID-19pandemic. Thevacancyratein SanDiegoCountyhasincreasedto

11.6%in2020, a functionofdecreaseddemandforofficespaceduetotheCOVID-19pandemic. Goingforward,CoStarprojectsrentstoincreaseto$3.18persquare

footpermonthandforvacancytoremainatapproximately11%by2024. TheSanDiegoMSAofficemarketiscurrentlyexperiencingnegativenetabsorptionin2020ð

absorptionhasoutpacednewdeliveriesineachofthepast10years,indicatingtherehashistoricallybeenmoredemandthansupplyinSanDiegoMSAðthereisagreat

dealofuncertaintyin thecomingyearsin termsofhowofficeabsorptionrecovers. TheSouthSanDiegomarketandOtayMesasubmarketrepresenta smallportionof

theofficemarketin thecountyandarenotenjoyinganyof thepositiveleasingactivitythatis takingplaceintodayôschallengingenvironment. Onebrightspotis

technologyfirmsleasingnewofficespace,withAppleleasingover550,000squarefeetofofficespaceinUTCandRanchoBernardooverthepast12months. However,

noneofthetopleaseshaveoccurredinSouthCounty,andbrokerswespoketocitethereisnointerestfortechnology-orientedfirmsto locateinOtayMesain thenear

term(oreveninthelongterm).

ÅOurjobs growthbaseddemandmodelcalls for 880,400squarefeetof industrialspaceannuallyin the EastOtayMesaSpecificPlan,or 17.6

millionsquarefeetover20years. At50%buildingcoverage,thisequatestoapproximately808.4 acresneededforthisamountofindustrialbuildingdevelopment.

Therezoningof 209acresof Technology/BusinessParkspaceto GeneralIndustrialspacewill, in part,helpaccommodatethis levelof demandfor industrial

developmentoverthenexttwodecades.

ÅOurdemandmodelsuggestssignificantlyless supportfor newoffice-orienteddevelopmentthat wouldlocatein Technology/BusinessPark

zonedlandat theEastOtayMesaSpecificPlan. Theaverageofourjobsgrowthbaseddemandmodelscallsfor7,640squarefeetofofficespaceannuallyinthe

EastOtayMesaSpecificPlan,or152,700squarefeetover20years. At35%buildingcoverage,thisequatestoapproximately10.52acresneededforthisamountof

officebuildingdevelopment. Therearecurrently968acresofTechnology/BusinessParkzonedlandintheEastOtayMesaSpecificPlanðmostofwhichisvacantðthat

canaccommodatefutureofficerelateduses. Therezoningof 209acresof Technology/BusinessParklandto 209acresof GeneralIndustrialzonedlandwillnot

materiallyimpactfuturepotentialdemandforofficespacetolocateonTBPland,consideringtherewillbeapproximately385acresofTBPzonedlandremainingafterthe

rezoningoccurs.

THE PROPOSED REZONING MEASURES AT EAST OTAY MESA SPECIFIC PLAN ARE SUPPORTABLE 
Meyers Research Conclusions
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ÅLocationalattributesandlandsupplyconstraintsareevidentthatsupportthe proposedrezoningmeasures. TheHeavyIndustrialareaof theEast

OtayMesaSpecificPlaniseffectivelybuiltout,indicatingthereisa needforadditionallandforGeneral/HeavyIndustrialuses. ExistingusesinthisareaincludeCalpine

OtayMesapowerplant,OtayMesaDetentionCenter,VulcanMaterialsCompany,RamirezRecycling,PacificTireRecyclers,OtayMesaCompostFacility,andanumber

ofautomobilestoragefacilities(bothsalvageyardsandnewtruckstorage). Incontrast,thelandthatiscurrentlyzonedasTechnologyBusinessParkis largelyvacant.

IndustrialbrokersweinterviewedallagreedthatdemandisstrongforHeavyIndustrialuses,namelyautostorageyards,whiledemandisweakfortechnologybusiness

parkuses. Further,as Amazonentersthemarketthereis likelyto be moredemandfor logisticsuses,includingtheacquisitionof existingautosalvageyardsto

redevelopas logisticsbuildingsðtheseautosalvageyardswillneedto relocateto landthatis zonedforGeneral(Heavy)Industrialuse. Whilethemajorityof Light

Industrialzonedlandin theSpecificPlanis vacant,theshifttoMixedIndustrialZoningfora portionof thislandwillallowforflexibilityforindustrialdevelopmentgoing

forward. LightIndustrialzoninglimitsusestoñwholesalestorageanddistribution,manufacturing,generalindustrialandseveralcommercialusesò. Whiletheseusesare

viableandlikelytoevolveonportionsofthisland,theMixedIndustrialZonedlandtotheeastisgoingtobesignificantlyreducedbythedevelopmentoftheOtayMesaII

Portof Entryto theeast. Thelandavailableforautostorageyardsis limited(fornewcar/truckstorage,containerstorageandautosalvageyards),andtheproposed

MixedIndustrialzoningplannedfor+/-77acresoftheLightIndustrialzonedlandwillallowforflexibilityandenableopenairstoragefacilitiestoexisthere,whileallowing

sufficientopportunityforadditionallightindustrialdevelopmenttotakeplaceonvacantparcelswithinthisarea.

ÅLandvaluesareestimatedat $7.00to $8.00per squarefoot for unimprovedland,whilefinishedlandis sellingfor $15.00andthereareland

listingsashighas$22.00persquarefoot. Theselandvaluesareconfirmedbycommercialbrokersthatareactiveinthelocalmarket(seeAppendix). Recentraw

landtransactionsincludethe65-acreAmazonfulfillmentsitelocatedwithintheEastOtayMesaSpecificPlanwhichsoldfor$22.7millionin2019($8.02persquarefoot).

Apartiallyimproved51-acresitewaspurchasedbyCopartforautoauction/storageusesfor$30millionin2019($13.50persquarefoot). Andfinishedindustrialpadsat

OtayCrossingsCommerceParkhaveaveraged$15.00persquarefootaccordingtothebrokerrepresentative,thoughtheremaininglotsareofferedat$17.00to$22.00

persquarefoot.

EAST OTAY MESA SPECIFIC PLAN CONCLUSIONS (CONTINUED)
Meyers Research Conclusions
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Thetablebelowrepresentsrealisticdemand(averageCalTransjob projectionsandWoods& Poolejob projections)for industrialspaceannually

overthe next20years. Theaverageofourjobsgrowthbaseddemandmodelscallsfor880,400squarefeetof industrialspaceannuallyin theEastOtayMesaSpecific

Plan,or17.6millionsquarefeetover20years. At50%buildingcoverage,thisequatestoapproximately808.4acresneededforthisamountofindustrialbuildingdevelopment.

Therezoningof209acresofTechnology/BusinessParkspacetoHeavyIndustrialspacewill,inpart,helpaccommodatethislevelofdemandforindustrialdevelopmentover

thenexttwodecades. Further,therezoningof77acresfromLightIndustriallandtoMixedIndustrialwillallowforgreaterflexibilitytoaccommodateindustrialbuildingdemand

goingforward. Forperspective,theSpecificPlancurrentlyhasapproximately393acresthatarebuiltoutandoperational,105acresthatareunderconstruction,108acreswith

activebuildingpermits,and1,207acresthatareapprovedfordevelopmentbutvacant(seeAppendix).

DEMAND MODELS INDICATE 17.6 MILLION INDUSTRIAL SF AT EAST OTAY SPECIFIC PLAN OVER 20 YEARS
Meyers Research Conclusions

Year

San Diego MSA 

Industrial Demand (SF)

South Bay Demand 

(SF)

Total Industrial 

Demand (SF) SUBJECT

2021 5,640,037 4,512,029 3,666,024

2022 3,510,171 2,808,137 2,281,611

2023 3,122,668 2,498,135 2,029,734

2024 2,386,288 1,610,744 823,269

2025 2,247,691 1,517,191 775,453

2026 2,200,200 1,485,135 759,069

2027 2,249,641 1,068,580 551,162

2028 2,386,054 1,133,375 584,583

2029 2,355,479 1,118,852 577,092

2030 2,298,035 919,214 482,587

2031 2,354,950 941,980 494,540

2032 2,344,385 937,754 492,321

2033 2,350,758 940,303 493,659

2034 2,380,057 952,023 499,812

2035 2,370,794 948,318 497,867

2036 2,420,604 968,242 508,327

2037 2,400,171 960,068 504,036

2038 2,483,305 993,322 521,494

2039 2,524,721 1,009,888 530,191

2040 2,548,413 1,019,365 535,167

AVERAGE: 2,628,721 1,417,133 880,400

TOTAL: 52,574,420 28,342,655 17,607,999

Source: Meyers Research, 

Woods & Poole, CA DOT, CoStar
808.4

MEYERS Realistic Buildout for EAST OTAY SPECIFIC PLAN 

(Avg. of CalTrans, Woods & Poole Proj.) - Industrial Size and Demand (SF)

Total Acreage @ 50% 

Coverage
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DEMAND MODELS INDICATE +/-150,000 SF AT EAST OTAY SPECIFIC PLAN OVER NEXT 20 YEARS
Meyers Research Conclusions

Thetablebelowrepresentsrealisticdemand(averageCalTransjobprojectionsandWoods& Poolejobprojections)for officespaceannuallyoverthe

next20years. Theaverageofourjobsgrowthbaseddemandmodelscallsfor7,640squarefeetofofficespaceannuallyin theEastOtayMesaSpecificPlan,or152,700

squarefeetover20years. At35%buildingcoverage,thisequatestoapproximately10.52acresneededforthisamountofofficebuildingdevelopment. Therearecurrently968

acresof Technology/BusinessParkzonedlandin the EastOtayMesaSpecificPlanthatcanaccommodatefutureofficerelateduses. Therezoningof 209acresof

Technology/BusinessParklandto 209acresof GeneralIndustrialzonedlandwillnotmateriallyimpactfuturepotentialdemandfor officespaceto locateon TBPland,

consideringtherewillbeapproximately761acresofTBPzonedlandremainingaftertherezoningoccurs.

Year

San Diego MSA Office 

Demand (SF)

South Bay Demand 

(SF)

Total Office Demand 

(SF) SUBJECT

2021 2,077,020 207,702 6,646

2022 2,250,183 225,018 7,201

2023 2,200,114 220,011 7,040

2024 1,545,872 170,046 5,411

2025 1,486,264 163,489 5,202

2026 1,417,062 155,877 4,960

2027 1,429,503 157,245 5,003

2028 1,402,322 154,255 4,908

2029 1,386,411 152,505 4,852

2030 1,363,744 150,012 9,546

2031 1,355,642 149,121 9,489

2032 1,346,275 148,090 9,424

2033 1,325,942 145,854 9,282

2034 1,318,284 145,011 9,228

2035 1,315,694 144,726 9,210

2036 1,296,287 142,592 9,074

2037 1,308,340 143,917 9,158

2038 1,287,341 141,608 9,011

2039 1,300,941 143,104 9,107

2040 1,291,608 142,077 9,041

AVERAGE: 1,485,242 160,113 7,640

TOTAL: 29,704,849 3,202,260 152,794

Source: Meyers Research, 

Woods & Poole, CA DOT, CoStar
10.52

MEYERS Realistic Buildout for EAST OTAY SPECIFIC PLAN 

(Avg. of CalTrans, Woods & Poole Proj.) - Office Size and Demand (SF)

Total Acreage @ 33% 

Coverage
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Location Overview
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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EMPLOYMENT CONCENTRAIONS
Location Overview

TheEastOtayMesaSpecificPlanandsurroundingareais a majoremploymenthub in SanDiegoCounty,andis proximateto theregionõslargest

bordercrossingfor trucking. WhiletheSanYsidroPortofEntryisthebusiestlandbordercrossingintheworld(withover40,000vehiclesand29,000pedestrianscrossing

intotheUSeachday),themajortruckingrouteis at theOtayMesaPortof Entry,withnearlyonemilliontruckscrossingto thenortheachyear. Truckvolumecontinuedto

increaseoverthepast20years,asshownonthegraphtotheright.

Port of Long Beach

1.4 million containers (2019)

132 miles, +/-2 hours to East Otay

Port of Los Angeles

2.1 million containers (2019)

134 miles, +/-2 hours to East Otay

Port of San Diego

823,000 containers (2019)

24 miles, 28 minutes to East Otay

San Ysidro Port of Entry (2019)

0 Trucks

14.9 Million Personal Vehicles

10.8 Million Pedestrians 

Otay Mesa Port of Entry (2019)

924,630 Trucks

6.6 Million Personal Vehicles

3.5 Million Pedestrians 

East Otay 

Mesa Specific 

Plan

Source: ESRI; US Dept of Transportation
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AREA COMMUTE TIMES
Location Overview

Mostof SanDiegoCountycanbereachedwithinadrivetimeof 60minutesfromtheEastOtayMesaSpecificPlanlocation.

Source: CBRE

East Otay Mesa Specific 

Plan
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MEDIAN HOUSEHOLD INCOME HEAT MAP
Location Overview

Householdsthatlive in areassurroundingtheEastOtayMesaSpecificPlanappearto haverelativelyhighmedianincomes,thoughit is likelythatthe

majorityof theseresidentscommuteto areasof SanDiegoto thenorth.

Source: ESRI

East Otay 

Mesa Specific 

Plan
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NET WORTH HEAT MAP
Location Overview

Networthlevelsarerelativelylow in areassurroundingthe EastOtayMesaSpecificPlan. Thismapillustrates2019averagenetworthbycensustractin the

region. Highernetincomelevelsandlownetworthlevelsindicatethatlocalresidentsareyoungprofessionalswhohaveyettoaccumulatenetworth(savingsorhomeequity).

ThefactthatnetworthlevelsarelowinOtayMesaandSanYsidroindicatesthatitmaybechallengingtoattracthighpaying,technologyorientedfirmstothearea,andsupports

therezoningshiftthatwillreducethetotalareasofTechnologyBusinessParkzonedlandintheSpecificPlan.

Source: ESRI

East Otay 

Mesa Specific 

Plan
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MAJOR INFRASTRUCTURE PROJECTS IN OTAY MESA
Location Overview

Severalmajortransportationimprovementprojectsareunderwayin OtayMesa. MostnotablyfortheEastOtayMesaSpecificPlan,thecontinuationofSR11

headingeastthroughtheSpecificPlanis currentlyunderconstruction,anda newbordercrossingknownasOtayMesaII Portof Entryis plannedforsitedevelopment

startingin2021(upperleftimage). Thisdevelopmentin particularwill enhancethedesirabilityof theEastOtayMesaSpecificPlanin termsof attractingadditional

LightIndustrial,MixedIndustrialandHeavyIndustrialusersto locatefacilitieshere.

Source: Otay Mesa Chamber of Commerce
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MAJOR WAREHOUSE & DISTRIBUTION USERS IN OTAY MESA
Location Overview

OtayMesais hometo a varietyof logistics,manufacturingandautomobilestoragefacilities. Thesecompaniesaretypicallylocatedto thesouthofBrown

FieldAirportandextendto theUS-Mexicoborderto thesouth. Establishedbusinessparksto thesouthandwestof EastOtayMesaSpecificPlanincludeSiempreViva

BusinessPark(2.1 milliontotalsquarefeetandhometoGeneralDynamics,Bose,UPS,FedExandIronMountain)andBrownFieldTechnologyPark(plannedfor3.2 million

squarefeetincludingHoneywell,Johnson&Johnson,SalvationArmy). Theintroductionofa new3.4 millionsquarefootAmazonfulfillmentcenterwithintheEastOtayMesa

SpecificPlanislikelytospuradditionallogisticsdevelopmentnearby,ashasoccurredinPerrisandMorenoValleytothenorth,forexample(seethefollowingpage).

Source: Murphy Development Company, Sunroad

Otay Mesa Facing West Otay Mesa 

Facing East
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CASE STUDY: WAREHOUSE & DISTRIBUTION FACILITIES IN PERRIS AND MORENO VALLEY
Location Overview

PerrisandMorenoValleyarea majorlogisticshub located

just over100milesto thenorthwithover50warehouseand

distribution facilities for severalFortune500 companies.
ThesecompaniesareclusteredalongI-215freewayexitroads,most

notablyRamonaExpresswayand AlessandroRoad. Someof the

largestretailersin the UnitedStatesare locatedhereðAmazon,

Loweôs,HomeDepot,Wayfair,UPSandRosshavemultiplelocations

hereandthe areais alsohometo Walgreens,P&G,GeneralMills,

Ralphsand Pepsiamongothers. InlandEmpirelogisticsfacilities

servedistributionneedsin a muchlargertrade area throughout

SouthernCaliforniawhileOtayMesaindustrialusestypicallyserve

logisticsneedsinSanDiegoCountyonlyï-brokerswespoketodidnot

believeOtayMesacouldevolvetothescaleofPerris/MorenoValleyôs

logisticsuses. However,the introductionofAmazonõs3.4 million

squarefoot fulfillmentcenterin OtayMesaindicatesthereis an

opportunityto captureadditionallogisticsandfulfillmentdemand

in EastOtaygoingforward.

Source: JLL

East Otay Mesa 

Specific Plan

111 Miles South
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HEAVY INDUSTRIAL USES IN EAST OTAY SPECIFC PLAN
Location Overview

TheHeavyIndustrialareaof theEastOtayMesaSpecificPlanis effectivelybuiltout,indicatingthereis aneedfor additionallandfor General/Heavy

Industrialuses. ThisareaisshowninblueontheLandUsePlan(lowerleft)andbya blueboundaryontheaerialimagetotheright. ExistingusesincludeCalpineOtay

Mesapowerplant,OtayMesaDetentionCenter,VulcanMaterialsCompany,RamirezRecycling,PacificTireRecyclers,OtayMesaCompostFacility,anda numberof

automobilestoragefacilities(bothsalvageyardsandnewtruckstorage). In contrast,thelandthatis currentlyzonedasTechnologyBusinessPark(in pink)is vacant.

IndustrialbrokersweinterviewedallagreedthatdemandisstrongforHeavyIndustrialuses,namelyautostorageyards,whiledemandisweakfortechnologybusinesspark

uses. Further,asAmazonentersthemarketthereis likelytobemoredemandforlogisticsusesfurthertothewest,includingtheacquisitionofexistingautosalvageyardsto

redevelopaslogisticsbuildingsðtheseautosalvageyardswillneedtorelocatetolandthatiszonedforGeneral(Heavy)Industrialuse.

Source: Murphy Development Company, Sunroad

Future Logistics 

Development Site
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LIGHT INDUSTRIAL USES IN EAST OTAY SPECIFC PLAN
Location Overview

Whilethemajorityof LightIndustrialzonedlandin theSpecificPlanis vacant,theshift to MixedIndustrialZoningfor a portionof this landwill allow

for flexibilityfor industrialdevelopmentgoingforward. ThisareashowninyellowontheLandUsePlan(lowerleft)is zonedLightIndustrial,whichlimitsusesto

ñwholesalestorageanddistribution,manufacturing,generalindustrialandseveralcommercialusesò. Whiletheseusesareviableandlikelytoevolveonportionsof thisland,

theMixedIndustrialZonedlandtotheeastisgoingtobesignificantlyreducedbythedevelopmentoftheOtayMesaII PortofEntrytotheeast. Again,similartotheprevious

page,thelandavailableforautostorageyardsis limited(forbothnewcarsandautosalvageyards),andtheproposedMixedIndustrialzoningplannedfor+/-77acresofthe

LightIndustrialzonedlandwillallowforflexibilityandenablea greatervarietyofindustrialusestolocatehere,whileallowingsufficientopportunityforadditionallightindustrial

developmenttotakeplaceonvacantparcelswithinthisarea.

Source: Murphy Development Company, Sunroad

Otay Crossings

Commerce Park

Otay Mesa II

Future Port of 

Entry

Amazon 

Fulfillment Center

(2021)



East Otay Mesa Specific Plan Rezoning Analysisƅ County of San Diegoƅ 20

Industrial Demand Analysis
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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Thetablebelowrepresentsrealisticdemand(averageCalTransjob projectionsandWoods& Poolejob projections)for industrialspaceannually

overthenext20years. At50%buildingcoverage,thisequatestoapproximately808.4 acresneededforthisamountof industrialbuildingdevelopment. Therezoningof

209acresof Technology/BusinessParkspaceto HeavyIndustrialspacewill,in part,helpaccommodatethislevelof demandforindustrialdevelopmentoverthenexttwo

decades. Further,therezoningof 77acresfromLightIndustriallandto MixedIndustrialwillallowfor greaterflexibilityto accommodateindustrialbuildingdemandgoing

forward.

DEMAND MODELS INDICATE 17.6 MILLION INDUSTRIAL SF AT EAST OTAY SPECIFIC PLAN OVER 20 YEARS
Industrial Demand Analysis

Year

San Diego MSA 

Industrial Demand (SF)

South Bay Demand 

(SF)

Total Industrial 

Demand (SF) SUBJECT

2021 5,640,037 4,512,029 3,666,024

2022 3,510,171 2,808,137 2,281,611

2023 3,122,668 2,498,135 2,029,734

2024 2,386,288 1,610,744 823,269

2025 2,247,691 1,517,191 775,453

2026 2,200,200 1,485,135 759,069

2027 2,249,641 1,068,580 551,162

2028 2,386,054 1,133,375 584,583

2029 2,355,479 1,118,852 577,092

2030 2,298,035 919,214 482,587

2031 2,354,950 941,980 494,540

2032 2,344,385 937,754 492,321

2033 2,350,758 940,303 493,659

2034 2,380,057 952,023 499,812

2035 2,370,794 948,318 497,867

2036 2,420,604 968,242 508,327

2037 2,400,171 960,068 504,036

2038 2,483,305 993,322 521,494

2039 2,524,721 1,009,888 530,191

2040 2,548,413 1,019,365 535,167

AVERAGE: 2,628,721 1,417,133 880,400

TOTAL: 52,574,420 28,342,655 17,607,999

Source: Meyers Research, 

Woods & Poole, CA DOT, CoStar
808.4

MEYERS Realistic Buildout for EAST OTAY SPECIFIC PLAN 

(Avg. of CalTrans, Woods & Poole Proj.) - Industrial Size and Demand (SF)

Total Acreage @ 50% 

Coverage
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INDUSTRIAL DEMAND SUMMARY ïCAL TRANS MODEL
Industrial Demand Analysis

Thedemandanalysisbelowis basedon job growthprojectionsper the CaliforniaDepartmentof Transportation(CalTrans)by industryfor the San

DiegoMSA,then refinedby applyinglow and high capture(%) estimatesfor the appropriatesubmarkets,and ultimatelyfor the EastOtayMesa

SpecificPlan. Thetablesbelowrepresentdemand(averageof lowandhighcapture%) forindustrialspaceannuallythrough2040. OurCalTrans-baseddemandmodel

supportsan averageof 544,712squarefeetof industrialspaceat theEastOtayMesaSpecificPlanannually,fora totalof 10.894millionsquarefeetduringa 20 year

timeframe. It is importanttonotethatCalTransjobprojectionsareconservative,andwehaveconsidereda demandmodelbasedonWoods&Pooleprojectionsaswell(see

thefollowingpage).

Year

Low High Low High Year

2021 70.0% 90.0% 70.0% 90.0% 2021 6,797,384 5,437,907 4,418,299

2022 70.0% 90.0% 70.0% 90.0% 2022 3,336,522 2,669,217 2,168,739

2023 70.0% 90.0% 70.0% 90.0% 2023 2,344,936 1,875,949 1,524,209

2024 60.0% 75.0% 40.0% 60.0% 2024 859,566 580,207 296,550

2025 60.0% 75.0% 40.0% 60.0% 2025 702,892 474,452 242,498

2026 60.0% 75.0% 40.0% 60.0% 2026 575,019 388,138 198,382

2027 40.0% 55.0% 40.0% 60.0% 2027 691,842 328,625 169,501

2028 40.0% 55.0% 40.0% 60.0% 2028 887,377 421,504 217,407

2029 40.0% 55.0% 40.0% 60.0% 2029 798,038 379,068 195,519

2030 30.0% 50.0% 40.0% 60.0% 2030 660,410 264,164 138,686

2031 30.0% 50.0% 40.0% 60.0% 2031 727,150 290,860 152,702

2032 30.0% 50.0% 40.0% 60.0% 2032 665,710 266,284 139,799

2033 30.0% 50.0% 40.0% 60.0% 2033 625,415 250,166 131,337

2034 30.0% 50.0% 40.0% 60.0% 2034 638,054 255,222 133,991

2035 30.0% 50.0% 40.0% 60.0% 2035 571,398 228,559 119,994

2036 30.0% 50.0% 40.0% 60.0% 2036 616,638 246,655 129,494

2037 30.0% 50.0% 40.0% 60.0% 2037 522,652 209,061 109,757

2038 30.0% 50.0% 40.0% 60.0% 2038 632,659 253,064 132,858

2039 30.0% 50.0% 40.0% 60.0% 2039 659,921 263,968 138,583

2040 30.0% 50.0% 40.0% 60.0% 2040 647,277 258,911 135,928

AVERAGE: 1,198,043 767,099 544,712

TOTAL: 23,960,860 15,341,981 10,894,234

Market:

For Perspective - CoStar Market Data

South Bay market share of San Diego MSA 16.8%

Avg. Annual Inventory Growth in San Diego MSA (2008 - 2020YTD) 701,234

Avg. Annual Inventory Growth in San Diego MSA (2016 - 2020YTD) 1,490,822

Avg. Annual Inventory Growth in San Diego MSA (2020P - 2023P) 929,319

San Diego MSA Under Construction (Current) 4,899,941 South SD County

Average Absorption in San Diego MSA (2008 - 2020YTD) 645,438 Markets'

Average Absorption in San Diego MSA (2016 - 2020YTD) 822,516 % share of

Average Absorption in San Diego MSA (2020P - 2023P) 450,741 San Diego MSA

Subject: Avg. Annual Deliveries in South SD County (2019 - 2020) 265,796 37.9%

Industrial Deliveries in South SD County (Last 12 Mo.) 269,631 18.1%

Avg. Absorption in South SD County (2019 - 2020) 202,337 31.3%

Industrial Absorption in South SD County (Last 12 Mo.) (181,843) -22.1%

South SD County Under Construction (Current) 4,698,000 95.9%

Source: Meyers Research, CA DOT, CoStar

MEYERS Conservative Buildout for EAST OTAY MESA (CalTrans Projections) - 

Industrial Size and Demand (SF) Capture Rates

Estimated Annual Capture: SOUTH 

SD COUNTY (%)

Estimated Annual Capture: EAST 

OTAY MESA (SUBJECT) (%)

Assumptions/ Rationale:

Capture as a percentage of the South Bay Market is intentionally aggressive in 

the near term (90%-97%) since currently the majority of construction activity in 

South County is taking place in the Otay Mesa submarket, particularly in the 

East Otay Mesa area.  We assume that roughly half (40% to 60%) of this growth 

could take place within the East Otay Mesa Specific Plan.

MEYERS Conservative Buildout for EAST OTAY MESA (CalTrans Projections) - Industrial 

Size and Demand (SF)

San Diego MSA 

Industrial Demand (SF)

South SD County 

Demand (SF)

Total Industrial Demand 

(SF) 

E. OTAY MESA

The South Bay market comprises 16.8% of the total Industrial inventory in the 

San Diego MSA, though current indicators suggest a stronger capture in terms of 

Industrial development: annual deliveries over the past two years represent 37.9% 

of the MSA, and absorption equates to 31.3% of overall absorption.  Over the past 

12 months, deliveries have comprised 18.1% of the MSA (though net absorption 

is negative over the past 12 months).  Construction activity is very strong in South 

San Diego County, with 95.9% of all inventory in San Diego County occurring in 

South County (71% is preleased).  Accordingly, we suggest a strong capture of 

80% to 95% of the overall market over the next three years and then gradually 

decreasing to a more "normal" range of 30% to 50% going forward.   



East Otay Mesa Specific Plan Rezoning Analysisƅ County of San Diegoƅ 23

INDUSTRIAL DEMAND SUMMARY ïWOODS & POOLE MODEL
Industrial Demand Analysis

Thedemandanalysisbelowis basedon job growthprojectionsperWoods& Pooleby industryfor theSanDiegoMSA,thenrefinedby applyinglow

andhighcapture(%) estimatesfor theappropriatesubmarkets,andultimatelyfor theEastOtayMesaSpecificPlan. Thetablesbelowrepresentdemand

(averageof lowandhighcapture%) for industrialspaceannuallyoverthenext20years. OurWoods& Poolebaseddemandmodelsupportsanaverageof 1.216million

squarefeetofindustrialspaceattheEastOtayMesaSpecificPlanannually,fora totalof24.321millionsquarefeetduringa20yeartimeframe.

Year

Low High Low High Year

2021 70.0% 90.0% 70.0% 90.0% 2021 4,482,690 3,586,152 2,913,749

2022 70.0% 90.0% 70.0% 90.0% 2022 3,683,820 2,947,056 2,394,483

2023 70.0% 90.0% 70.0% 90.0% 2023 3,900,400 3,120,320 2,535,260

2024 60.0% 75.0% 40.0% 60.0% 2024 3,913,010 2,641,282 1,349,988

2025 60.0% 75.0% 40.0% 60.0% 2025 3,792,490 2,559,931 1,308,409

2026 60.0% 75.0% 40.0% 60.0% 2026 3,825,380 2,582,132 1,319,756

2027 40.0% 55.0% 40.0% 60.0% 2027 3,807,440 1,808,534 932,823

2028 40.0% 55.0% 40.0% 60.0% 2028 3,884,730 1,845,247 951,759

2029 40.0% 55.0% 40.0% 60.0% 2029 3,912,920 1,858,637 958,665

2030 30.0% 50.0% 40.0% 60.0% 2030 3,935,660 1,574,264 826,489

2031 30.0% 50.0% 40.0% 60.0% 2031 3,982,750 1,593,100 836,378

2032 30.0% 50.0% 40.0% 60.0% 2032 4,023,060 1,609,224 844,843

2033 30.0% 50.0% 40.0% 60.0% 2033 4,076,100 1,630,440 855,981

2034 30.0% 50.0% 40.0% 60.0% 2034 4,122,060 1,648,824 865,633

2035 30.0% 50.0% 40.0% 60.0% 2035 4,170,190 1,668,076 875,740

2036 30.0% 50.0% 40.0% 60.0% 2036 4,224,570 1,689,828 887,160

2037 30.0% 50.0% 40.0% 60.0% 2037 4,277,690 1,711,076 898,315

2038 30.0% 50.0% 40.0% 60.0% 2038 4,333,950 1,733,580 910,130

2039 30.0% 50.0% 40.0% 60.0% 2039 4,389,520 1,755,808 921,799

2040 30.0% 50.0% 40.0% 60.0% 2040 4,449,550 1,779,820 934,405

AVERAGE: 4,059,399 2,067,166 1,216,088

TOTAL: 81,187,980 41,343,330 24,321,763

Market:

For Perspective - CoStar Market Data

South Bay market share of San Diego MSA 16.8%

Avg. Annual Inventory Growth in San Diego MSA (2008 - 2020YTD) 701,234

Avg. Annual Inventory Growth in San Diego MSA (2016 - 2020YTD) 1,490,822

Avg. Annual Inventory Growth in San Diego MSA (2020P - 2023P) 929,319

San Diego MSA Under Construction (Current) 4,899,941

Average Absorption in San Diego MSA (2008 - 2020YTD) 645,438 Markets'

Average Absorption in San Diego MSA (2016 - 2020YTD) 822,516 % share of

Average Absorption in San Diego MSA (2020P - 2023P) 450,741 San Diego MSA

Subject: Avg. Annual Deliveries in South SD County (2019 - 2020) 265,796 37.9%

Industrial Deliveries in South SD County (Last 12 Mo.) 269,631 18.1%

Avg. Absorption in South SD County (2019 - 2020) 202,337 31.3%

Industrial Absorption in South SD County (Last 12 Mo.) (181,843) -22.1%

South SD County Under Construction (Current) 4,698,000 95.9%

Source: Meyers Research, Woods & Poole, CoStar

MEYERS Optimistic Buildout for EAST OTAY MESA (Woods & Poole Projections) - 

Industrial Size and Demand (SF)

San Diego MSA 

Industrial Demand (SF)

Total Industrial Demand (SF) 

E. OTAY MESA

South SD County 

Demand (SF)

MEYERS Optimistic Buildout for EAST OTAY MESA (Woods & Poole Projections) - 

Industrial Size and Demand (SF) Capture Rates

Estimated Annual Capture: SOUTH 

SD COUNTY (%)

Estimated Annual Capture: EAST 

OTAY MESA (SUBJECT) (%)

Assumptions/ Rationale:

The South Bay market comprises 16.8% of the total Industrial inventory in the 

San Diego MSA, though current indicators suggest a stronger capture in terms of 

Industrial development: annual deliveries over the past two years represent 37.9% 

of the MSA, and absorption equates to 31.3% of overall absorption.  Over the past 

12 months, deliveries have comprised 18.1% of the MSA (though net absorption 

is negative over the past 12 months).  Construction activity is very strong in South 

San Diego County, with 95.9% of all inventory in San Diego County occurring in 

South County (71% is preleased).  Accordingly, we suggest a strong capture of 

80% to 95% of the overall market over the next three years and then gradually 

decreasing to a more "normal" range of 30% to 50% going forward.   

Capture as a percentage of the South Bay Market is intentionally aggressive in 

the near term (90%-97%) since currently the majority of construction activity in 

South County is taking place in the Otay Mesa submarket, particularly in the 

East Otay Mesa area.  We assume that roughly half (40% to 60%) of this growth 

could take place within the East Otay Mesa Specific Plan.
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Construction Manufacturing Wholesale Trade Trans./Warehouse/Utilities

CalTransprojectionsfor industrialrelatedusesshowstrongestgrowthin theWholesaleTradesector,withadeclinein Constructionjobs. Manufacturing

jobsrepresentthelargestportionof industrialbasedjobsin theSanDiegoMSA,withapproximately112,000jobscurrentlyandexpectedto increaseto116,900jobsby2035.

WholesaleTradejobscomprise42,000jobscurrently,butareprojectedto growat thefastestrateof anyindustrialsector,reaching52,400jobsby 2035. Note: CalTrans

projectionstendtobeconservative,meaningtheyareoftenunderstatedversusactualjobgrowth; thuswealsoconsideredjobgrowthprojectionsbyWoods&Poole(nextpage).

INDUSTRIAL ORIENTED JOB GROWTH BY INDUSTRY ïCAL TRANS MODEL
Industrial Demand Analysis

'00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17

Construction 69.82 75.20 76.44 80.24 87.81 90.91 92.70 86.96 76.09 61.20 55.43 55.24 57.03 61.02 63.93 69.92 76.28 79.54

Manufacturing 121.04 119.43 112.67 105.58 104.60 104.83 104.35 102.89 103.28 97.26 95.68 96.52 98.33 99.56 102.41 106.56 108.39 109.40

Wholesale Trade 37.23 38.66 39.54 39.77 41.09 42.88 44.64 44.45 45.04 41.07 40.69 42.43 44.92 45.64 47.00 47.77 45.11 46.99

Trans./Warehouse/Utilities 29.91 30.86 28.78 27.33 28.43 28.35 28.70 28.75 28.95 27.28 26.52 26.08 27.31 27.20 27.00 28.37 29.71 31.95

% Change Construction -- 7.7% 1.6% 5.0% 9.4% 3.5% 2.0% -6.2% -12.5% -19.6% -9.4% -0.3% 3.2% 7.0% 4.8% 9.4% 9.1% 4.3%

% Change Manufacturing -- -1.3% -5.7% -6.3% -0.9% 0.2% -0.5% -1.4% 0.4% -5.8% -1.6% 0.9% 1.9% 1.3% 2.9% 4.1% 1.7% 0.9%

% Change Wholesale Trade -- 3.8% 2.3% 0.6% 3.3% 4.3% 4.1% -0.4% 1.3% -8.8% -0.9% 4.3% 5.9% 1.6% 3.0% 1.6% -5.6% 4.2%

% Trans./Warehouse/Utilities -- 3.2% -6.7% -5.0% 4.0% -0.3% 1.2% 0.2% 0.7% -5.8% -2.8% -1.7% 4.7% -0.4% -0.7% 5.1% 4.7% 7.5%

'18 '19 '20 '21 '22 '23 '24 '25 '26 '27 '28 '29 '30 '31 '32 '33 '34 '35

Construction 83.65 84.03 82.03 84.50 85.47 86.39 85.49 83.87 82.35 81.38 81.09 80.95 80.71 80.38 80.06 79.57 78.90 78.13

Manufacturing 112.33 115.07 112.01 113.50 114.51 115.01 115.12 115.38 115.65 115.89 116.12 116.30 116.41 116.52 116.62 116.72 116.82 116.92

Wholesale Trade 46.47 46.37 42.09 45.37 46.53 47.18 47.61 47.97 48.36 48.79 49.30 49.74 50.14 50.63 51.08 51.51 51.98 52.41

Trans./Warehouse/Utilities 33.34 34.43 33.96 34.23 34.61 34.93 35.04 35.08 35.14 35.18 35.18 35.19 35.19 35.19 35.20 35.24 35.29 35.33

% Change Construction 5.2% 0.5% -2.4% 3.0% 1.2% 1.1% -1.0% -1.9% -1.8% -1.2% -0.4% -0.2% -0.3% -0.4% -0.4% -0.6% -0.8% -1.0%

% Change Manufacturing 2.7% 2.4% -2.7% 1.3% 0.9% 0.4% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

% Change Wholesale Trade -1.1% -0.2% -9.2% 7.8% 2.6% 1.4% 0.9% 0.8% 0.8% 0.9% 1.0% 0.9% 0.8% 1.0% 0.9% 0.8% 0.9% 0.8%

% Trans./Warehouse/Utilities 4.4% 3.3% -1.4% 0.8% 1.1% 0.9% 0.3% 0.1% 0.2% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1%

Source: CA DOT
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Construction Manufacturing Wholesale Trade Trans./Warehouse/Utilities

Woods& Pooleprojectionsanticipateverystrongincreasesin Transportation,WarehouseandUtilitiesin thecomingyears. Thissectorisprojectedto

growfrom95,400jobscurrentlyto152,500jobsby2035. Note: Woods&Pooleprojectionswerepublishedinearly2020anddonotincludejoblossesduetotheCOVID-19

pandemic,thusthecurrentnumberofjobsaswellasprojectionsmaybeoptimistic.

INDUSTRIAL ORIENTED JOB GROWTH BY INDUSTRY ïWOODS & POOLE MODEL
Industrial Demand Analysis

'00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17

Construction 94.15 99.72 100.38 104.85 114.98 120.15 121.41 116.21 104.09 87.93 81.06 80.72 83.32 88.05 91.16 97.24 104.62 107.61

Manufacturing 131.83 128.28 121.46 114.18 112.53 112.22 110.68 111.04 110.33 104.31 100.83 101.39 102.36 104.45 106.46 114.46 117.78 118.38

Wholesale Trade 46.41 47.47 48.87 49.39 51.04 53.29 55.48 55.22 55.97 51.66 50.54 53.21 55.84 56.98 59.73 61.18 56.65 59.95

Trans./Warehouse/Utilities 35.83 35.21 35.20 35.15 36.64 37.25 36.83 38.65 38.77 37.07 37.21 36.55 38.63 39.01 42.53 52.93 62.55 79.43

% Change Construction -- 5.9% 0.7% 4.4% 9.7% 4.5% 1.1% -4.3% -10.4% -15.5% -7.8% -0.4% 3.2% 5.7% 3.5% 6.7% 7.6% 2.9%

% Change Manufacturing -- -2.7% -5.3% -6.0% -1.4% -0.3% -1.4% 0.3% -0.6% -5.5% -3.3% 0.6% 1.0% 2.0% 1.9% 7.5% 2.9% 0.5%

% Change Wholesale Trade -- 2.3% 2.9% 1.1% 3.3% 4.4% 4.1% -0.5% 1.4% -7.7% -2.2% 5.3% 5.0% 2.0% 4.8% 2.4% -7.4% 5.8%

% Trans./Warehouse/Utilities -- -1.7% 0.0% -0.1% 4.2% 1.6% -1.1% 5.0% 0.3% -4.4% 0.4% -1.8% 5.7% 1.0% 9.0% 24.4% 18.2% 27.0%

'18 '19 '20 '21 '22 '23 '24 '25 '26 '27 '28 '29 '30 '31 '32 '33 '34 '35

Construction 113.28 114.07 114.85 115.63 116.40 117.17 117.94 118.70 119.45 120.21 120.96 121.70 122.44 123.18 123.91 124.65 125.37 126.10

Manufacturing 122.06 122.96 122.92 123.36 123.23 123.45 123.72 123.86 124.04 124.17 124.35 124.52 124.67 124.83 124.98 125.13 125.28 125.43

Wholesale Trade 59.26 61.44 62.57 64.08 65.22 66.23 67.17 68.07 68.93 69.77 70.59 71.41 72.21 73.01 73.80 74.59 75.37 76.14

Trans./Warehouse/Utilities 89.29 92.30 95.40 98.57 101.82 105.15 108.57 112.08 115.68 119.37 123.15 127.03 131.01 135.10 139.29 143.59 148.00 152.52

% Change Construction 5.3% 0.7% 0.7% 0.7% 0.7% 0.7% 0.7% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6%

% Change Manufacturing 3.1% 0.7% 0.0% 0.4% -0.1% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

% Change Wholesale Trade -1.2% 3.7% 1.8% 2.4% 1.8% 1.5% 1.4% 1.3% 1.3% 1.2% 1.2% 1.2% 1.1% 1.1% 1.1% 1.1% 1.0% 1.0%

% Trans./Warehouse/Utilities 12.4% 3.4% 3.3% 3.3% 3.3% 3.3% 3.3% 3.2% 3.2% 3.2% 3.2% 3.2% 3.1% 3.1% 3.1% 3.1% 3.1% 3.1%

Source: Woods & Poole
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Industrial Market Trends
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan



East Otay Mesa Specific Plan Rezoning Analysisƅ County of San Diegoƅ 27Source: CoStar

DEFINITION OF THE SAN DIEGO MSA INDUSTRIAL SUBMARKETS
Industrial Market Trends

TheSanDiegoMSAis comprisedof 33of industrialsubmarketsthat
divideup theMSA. TheEastOtayMesaSpecificPlanis locatedin theSouth

BayMarket,whichis comprisedofsixsubmarkets(inred)ðtheOtayMesaand

OutlyingSanDiegoCountySouthsubmarkets(locationof Site),aswellasSan

Ysidro/ImperialBeach,SoutheastSanDiego,NationalCity,andChulaVista

submarkets.
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Source: CoStar

Industrialinventoryin the SanDiegoMSAhasbeenincreasingover the threeyears,with 2 millionsquarefeetof increasedinventoryannually,on

averagefrom2018through2020to date. Thisyearisprojectedtoclosewithanincreaseof2.4millionsquarefeet,whichishigherthananyyearoverthepastdecade.

SAN DIEGO INDUSTRIAL INVENTORY
Industrial Market Trends
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Industrial Inventory (in Millions Square Feet)

Inventory 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD

Total Inventory (SF) 191,546,714 192,077,814 192,158,729 192,218,053 191,284,986 191,267,277 190,939,626 190,879,332 191,659,741 192,143,400 194,678,349 195,911,046 198,333,172

Inventory Change -- 531,100 80,915 59,324 -933,067 -17,709 -327,651 -60,294 780,409 483,659 2,534,949 1,232,697 2,422,126

% Change -- 0.3% 0.0% 0.0% -0.5% 0.0% -0.2% 0.0% 0.4% 0.3% 1.3% 0.6% 1.2%
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Averageindustrialleaserateshaveincreasedto recordhighs,whilevacancieshaveincreasedslightlyas well. Industrialleaseratesaverage$1.37per

squarefootpermonthcurrently,markingnineconsecutiveyearsofrentgrowth. Thevacancyratereacheda lowof4.6%in2017andhasincreasedto6.0%currently,a function

ofnewinventoryenteringthemarketasshownonthepreviouspage. Althoughthevacancyratehasincreased,thislevelofvacancystillrepresentsastableindustrialmarket.

Source: CoStar

SAN DIEGO LEASE RATES AND VACANCY
Industrial Market Trends
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Industrial Lease Rates and Vacancy Rates

Lease Rates Vacancy Rates

Lease Rates 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2020P 2021P 2022P 2023P

Lease Rate ($/ SF/ Mo.) $0.99 $0.93 $0.91 $0.90 $0.91 $0.95 $1.00 $1.07 $1.15 $1.21 $1.30 $1.36 $1.37 $1.38 $1.49 $1.52 $1.54

Lease Rate Change -- ($0.06) ($0.02) ($0.01) $0.01 $0.04 $0.05 $0.07 $0.08 $0.06 $0.09 $0.06 $0.01 $0.01 $0.11 $0.03 $0.02

% Change -- -6.1% -2.2% -1.1% 1.1% 4.4% 5.3% 7.0% 7.5% 5.2% 7.4% 4.6% 0.7% 0.7% 8.0% 2.0% 1.3%

Vacancy Rates 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2020P 2021P 2022P 2023P

Vacancy Rate 8.6% 11.1% 10.7% 10.6% 9.1% 8.5% 6.8% 5.2% 4.9% 4.6% 5.1% 5.7% 6.0% 6.0% 6.3% 6.5% 6.5%

Vac. Rate Change -- 2.5% -0.4% -0.1% -1.5% -0.7% -1.6% -1.6% -0.3% -0.4% 0.5% 0.6% 0.3% 0.0% 0.3% 0.1% 0.1%

% Change -- 28.5% -3.3% -1.3% -13.8% -7.2% -19.4% -24.0% -5.0% -7.2% 10.7% 11.9% 5.9% 0.6% 4.7% 2.2% 1.1%
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SanDiegoMSAindustrialmarketabsorptionexceedednewdeliveriesfor eightconsecutiveyearsfollowingtheGreatRecession(2010-2017), though

this trendhasreversedin recentyears. TheSanDiegoMSAindustrialmarketwasoverbuiltduring2008and2009, with1.5 millionsquarefeetdeliveredandsixmillion

squarefeetofnegativenetabsorptionduringthisperiod. Sincethen,themarkethashadsteadyrecovery,with14millionsquarefeetabsorbedversus7.5 millionsquarefeetof

newdeliveriesfrom2010through2020to-date. Althoughdeliveriesareexceedingnetabsorptionin 2018, 2019and2020, it is onlya matterof timebeforenewlydelivered

spaceisabsorbed.

SAN DIEGO INDUSTRIAL DELIVERIES VERSUS ABSORPTION
Industrial Market Trends
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD

Deliveries (SF) 990,590 531,100 80,915 59,324 0 0 0 0 780,409 483,659 2,534,949 1,232,967 2,422,126

Absorption (SF) (1,689,122) (4,250,059) 779,055 315,353 1,970,659 1,248,507 2,833,580 3,070,139 1,241,803 1,140,671 1,474,361 275,495 (19,749)
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INDUSTRIAL MARKET ABSORPTION VS. COMPLETED SPACE

Deliveries (SF) Absorption (SF)
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SAN DIEGO INDUSTRIAL MARKET SPACE TYPE DISTRIBUTION
Industrial Market Trends

TheSanDiegoMSAindustrialmarketrepresentsa relativelyevenmix of Logistics,Manufacturing,andFlex(R&D)uses. Flex(R&D)spaceachievesthe

highestleaseratesbutalsohasa highervacancyratethanotherindustrialbuildingclasses. Logisticsbuildingsdominatetheindustrialmarketintermsofabsorption,deliveries,

andproductunderconstruction,with+/-6millionsquarefeetinallthreecategories.

Absorption (SF) Deliveries (SF) Under Asking Rent

Type Total SF Vacant SF 2019 2019 Construction (SF) ($/ SF/ Mo.)

Manufacturing 66,634,398 2,931,914 4.4% (47,822) 119,378 105,146 $1.20

Logistics 81,851,665 4,338,138 5.3% 720,166 745,985 4,670,493 $1.15

Flex 50,477,109 4,694,371 9.3% (210,148) 485,707 124,302 $2.03

TOTAL: 198,963,172 11,964,423 6.0% 462,196 1,351,070 4,899,941 $1.37

Vacancy 

Rate

Manufacturing
33.5%

Logistics
41.1%

Flex
25.4%

Total Inventory

Source: Costar
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TheSouthSanDiegoCountymarketcomprises17.3%of theSanDiegoMSAindustrialmarketoverall,andrepresentsamoreaffordablemarketthan

otherregionsof theCounty. SouthSanDiegoCountyhasanaverageindustrialleaserateof$0.85persquarefootpermonth,whichis lowerthanthecountyaverageof

$1.09persquarefoot; thevacancyrateis consistentwiththecountyaverageof 6.0%. Althoughnetabsorptionis negativein SouthSanDiegoCounty,netabsorptionis

positiveintheOtayMesasubmarket(asshownonthefollowingslide). Further,deliveriesandspaceunderconstructionareallpositive,andit isonlya matterof timethatnet

absorptionturnspositiveconsideringthatapproximately71%ofspaceunderconstructionis preleased(mostnotablyAmazonôs3.4 millionsquarefootbuildingin EastOtay

Mesa).

SAN DIEGO INDUSTRIAL VACANCY AND LEASE RATES BY MARKET
Industrial Market Trends

North SD County, 29.4%

Central SD County, 30.5%

I-15 Corridor, 10.9%

South SD County, 17.3%

East SD County, 11.0%

Outlying East SD County, 
0.9%

Source: Kidder Mathews, Costar

Last 12 Months Last 12 Months Under Avg. Asking Rent

Net Absorption (SF) Deliveries (SF)  Construction (SF) ($/ SF/ Mo.)

North SD County 56,608,561 4,472,076 7.9% (53,237) 68,774 0 $0.99

Central SD County 58,688,537 3,814,755 6.5% (471,804) 98,000 223,826 $1.27

I-15 Corridor 21,029,267 588,819 2.8% 983,632 675,468 0 $1.34

South SD County 33,238,628 2,027,556 6.1% (77,033) 237,631 4,765,157 $0.85

East SD County 21,267,214 659,284 3.1% (12,986) 7,413 110,119 $1.00

Outlying East SD County 1,783,781 21,405 1.2% (8,514) 0 0 $1.30

TOTAL: 192,615,988 11,583,896 6.0% 360,058 1,087,286 5,099,102 $1.09

Market Total SF Vacant SF
Vacancy 

Rate
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OtayMesais a strongperformingindustrialsubmarket,amongthe leadingSanDiegosubmarketsin termsof positiveabsorption,low leaserates,

newdeliveriesandspaceunderconstruction. OtayMesais thesecondlargestindustrialsubmarketin thecounty(behindMiraMesa/Miramar),drivenbyindustrial

landavailability,proximityto theUS-Mexicoborder,andthelowestaverageleaseratesofanysubmarketin thecounty($0.77persquarefoot). The4.6 millionsquarefeet

underconstructioninOtayMesaisbyfarthelargestamountofconstructionactivityinthecounty(90%ofthecountytotal),drivenbyAmazonôs3.4millionsquarefootbuilding

inEastOtayMesa.

SAN DIEGO INDUSTRIAL VACANCY AND LEASE RATES BY SUBMARKET
Industrial Market Trends

Vacancy 2020 YTD 2020 YTD Under Avg. Asking Rent

Rate Net Absorption (SF) Deliveries (SF)  Construction (SF) ($/ SF/ Mo.)

Carlsbad 15,488,541 1,641,785 10.6% 273,102 50,150 0 $1.16

Escondido 7,561,330 249,524 3.3% (11,936) 0 0 $0.97

North Beach Cities 347,865 2,783 0.8% 2,951 0 0 --

Oceanside 10,228,421 337,538 3.3% 46,176 0 0 $0.92

San Marcos 8,864,651 877,600 9.9% (137,249) 18,624 0 $0.91

Vista 14,117,753 1,369,422 9.7% (226,281) 0 0 $0.93

Kearny Mesa 15,486,393 774,320 5.0% (100,289) 0 0 $1.56

Mira Mesa/ Miramar 17,649,396 882,470 5.0% (96,495) 0 0 $1.48

PB/ Rose Canyon/ Morena 2,750,281 178,768 6.5% (121,568) 0 0 $1.08

Sorrento Mesa 10,300,189 1,133,021 11.0% (69,016) 0 28,000 $2.05

Sorrento Valley 3,287,261 312,290 9.5% (40,178) 0 0 $1.94

Sports Arena/ Airport 2,875,098 120,754 4.2% (5,590) 0 0 $1.30

Torrey Pines 3,847,854 246,263 6.4% (15,349) 0 195,826 $2.50

UTC 2,492,065 176,937 7.1% (23,319) 98,000 0 $2.20

Mission Gorge 1,894,984 102,329 5.4% (59,949) 0 0 $1.57

Poway 9,697,985 164,866 1.7% 611,177 533,950 0 $1.11

Rancho Bernardo 7,968,449 294,833 3.7% 366,885 141,518 0 $1.58

Scripps Ranch 1,467,849 27,889 1.9% 65,519 0 0 $1.24

Chula Vista 9,940,644 675,964 6.8% (241,161) 0 163,000 $1.04

Downtown 1,786,534 37,517 2.1% 17,815 0 0 --

National City 3,741,199 33,671 0.9% (15,651) 0 0 $1.01

Otay Mesa 16,405,683 1,279,643 7.8% 154,094 237,631 4,602,157 $0.77

San Ysidro/ Imperial Beach 1,364,568 15,010 1.1% 7,870 0 0 $1.01

East San Diego 914,729 0 0.0% 0 0 0 --

El Cajon 9,744,899 360,561 3.7% (178,716) 0 0 $1.04

La Mesa/ Spring Valley 2,485,692 82,028 3.3% 144,722 0 0 $0.88

Santee 4,042,328 137,439 3.4% (16,387) 7,413 110,119 $1.07

Southeast San Diego 4,079,566 81,591 2.0% 37,395 0 0 $1.13

Outlying SD County North 982,004 11,784 1.2% 1,706 0 0 $1.30

Outlying SD County South 801,777 10,423 1.3% (10,220) 0 0 $0.00

TOTAL: 192,615,988 11,619,023 6.0% 360,058 1,087,286 5,099,102 $1.37

Vacant SFTotal SFSubmarket
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SAN DIEGO MSA INDUSTRIAL ABSORPTION ACTIVITY
Office Market Trends

Threeof thetop tenindustrialbuildingsin termsof absorptionactivityarelocatedin OtayMesa. Specifically,SunroadCorporateCenter,TheCampusat

SanDiegoBusinessParkandFronteraBusinessParkhaveabsorbedatotalof356,000squarefeetoverthepastyear.
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SAN DIEGO MSA INDUSTRIAL LEASING ACTIVITY
Office Market Trends

Fiveof thetop 25industrialleasesoverthepast12monthsarelocatedin OtayMesa. Theseleasescompriseapproximately402,000squarefeet. Amazon

isa leaderin termsofleasingspaceinSanDiegoCounty,withfouroutof thetoptenleasestoAmazonoverthepastyear(748,000squarefeetin total)inPoway,Rancho

BernardoandPB/RoseCanyon/Morena.
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Office Demand Analysis
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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DEMAND MODELS INDICATE +/-150,000 SF AT EAST OTAY SPECIFIC PLAN OVER NEXT 20 YEARS
Office Demand Analysis

Thetablebelowrepresentsrealisticdemand(averageCalTransjobprojectionsandWoods& Poolejobprojections)for officespaceannuallyoverthe

next20years. At35%buildingcoverage,thisequatestoapproximately10.52acresneededforthisamountofofficebuildingdevelopment. Therearecurrently968acresof

Technology/BusinessParkzonedlandin theEastOtayMesaSpecificPlanthatcanaccommodatefutureofficerelateduses. Therezoningof 209acresof Technology/

BusinessParklandto209acresofGeneralIndustrialzonedlandwillnotmateriallyimpactfuturepotentialdemandforofficespacetolocateonTBPland,consideringtherewill

beapproximately761acresofTBPzonedlandremainingaftertherezoningoccurs.

Year

San Diego MSA Office 

Demand (SF)

South Bay Demand 

(SF)

Total Office Demand 

(SF) SUBJECT

2021 2,077,020 207,702 6,646

2022 2,250,183 225,018 7,201

2023 2,200,114 220,011 7,040

2024 1,545,872 170,046 5,411

2025 1,486,264 163,489 5,202

2026 1,417,062 155,877 4,960

2027 1,429,503 157,245 5,003

2028 1,402,322 154,255 4,908

2029 1,386,411 152,505 4,852

2030 1,363,744 150,012 9,546

2031 1,355,642 149,121 9,489

2032 1,346,275 148,090 9,424

2033 1,325,942 145,854 9,282

2034 1,318,284 145,011 9,228

2035 1,315,694 144,726 9,210

2036 1,296,287 142,592 9,074

2037 1,308,340 143,917 9,158

2038 1,287,341 141,608 9,011

2039 1,300,941 143,104 9,107

2040 1,291,608 142,077 9,041

AVERAGE: 1,485,242 160,113 7,640

TOTAL: 29,704,849 3,202,260 152,794

Source: Meyers Research, 

Woods & Poole, CA DOT, CoStar
10.52

MEYERS Realistic Buildout for EAST OTAY SPECIFIC PLAN 

(Avg. of CalTrans, Woods & Poole Proj.) - Office Size and Demand (SF)

Total Acreage @ 33% 

Coverage
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OFFICE DEMAND SUMMARY ïCAL TRANS MODEL
Office Demand Analysis

Thedemandanalysisbelowis basedon job growthprojectionsper the CaliforniaDepartmentof Transportation(CalTrans)by industryfor the San

DiegoMSA,then refinedby applyinglow andhigh capture(%) estimatesfor the appropriatesubmarkets,andultimatelyfor the EastOtayMesa

SpecificPlan. Thetablesbelowrepresentdemand(averageof lowandhighcapture%) forofficespaceannuallythrough2040. OurCalTrans-baseddemandmodel

supportsanaverageof 3,720squarefeetof officespaceat theEastOtayMesaSpecificPlanannually,fora totalof 74,399squarefeetduringa 20yeartimeframe. It is

importantto notethatCalTransjobprojectionsareconservative,andwehaveconsidereda demandmodelbasedonWoods& Pooleprojectionsaswell(seethefollowing

page).

Year

Low High Low High Year

2021 9.0% 11.0% 1.0% 5.0% 2021 1,727,469 172,747 5,528

2022 9.0% 11.0% 1.0% 5.0% 2022 1,999,080 199,908 6,397

2023 9.0% 11.0% 1.0% 5.0% 2023 2,061,383 206,138 6,596

2024 10.0% 12.0% 1.0% 5.0% 2024 860,180 94,620 3,011

2025 10.0% 12.0% 1.0% 5.0% 2025 715,684 78,725 2,505

2026 10.0% 12.0% 1.0% 5.0% 2026 561,629 61,779 1,966

2027 10.0% 12.0% 1.0% 5.0% 2027 608,021 66,882 2,128

2028 10.0% 12.0% 1.0% 5.0% 2028 603,284 66,361 2,111

2029 10.0% 12.0% 1.0% 5.0% 2029 595,267 65,479 2,083

2030 10.0% 12.0% 2.0% 10.0% 2030 557,533 61,329 3,903

2031 10.0% 12.0% 2.0% 10.0% 2031 556,329 61,196 3,894

2032 10.0% 12.0% 2.0% 10.0% 2032 559,344 61,528 3,915

2033 10.0% 12.0% 2.0% 10.0% 2033 539,583 59,354 3,777

2034 10.0% 12.0% 2.0% 10.0% 2034 539,139 59,305 3,774

2035 10.0% 12.0% 2.0% 10.0% 2035 545,357 59,989 3,818

2036 10.0% 12.0% 2.0% 10.0% 2036 519,054 57,096 3,633

2037 10.0% 12.0% 2.0% 10.0% 2037 556,260 61,189 3,894

2038 10.0% 12.0% 2.0% 10.0% 2038 525,218 57,774 3,677

2039 10.0% 12.0% 2.0% 10.0% 2039 562,358 61,859 3,937

2040 10.0% 12.0% 2.0% 10.0% 2040 550,261 60,529 3,852

AVERAGE: 787,122 83,689 3,720

TOTAL: 15,742,433 1,673,788 74,399

Market:

For Perspective - CoStar Market Data

South Bay market share of San Diego MSA 9.5%

Avg. Annual Deliveries in San Diego MSA (1982 - 2019) 2,100,000

Avg. Annual Deliveries in San Diego MSA (2010 - 2019) 497,897

Avg. Annual Deliveries in San Diego MSA (2018 - 2019) 329,548

Avg. Annual Deliveries in San Diego MSA (2020P - 2024P) 902,987

San Diego MSA Under Construction (Current) 2,124,181

Average Absorption in San Diego MSA (2010 - 2019) 1,040,465 Markets'

Average Absorption in San Diego MSA (2018 - 2019) 624,890 % share of

Subject: Average Absorption in San Diego MSA (2020P - 2024P) 145,742 San Diego MSA

Avg. Annual Deliveries in South Bay (2015 - 2020) 22,572 4.5%

Office Deliveries in South Bay (Last 12 Mo.) 111,000 33.7%

Avg. Absorption in South Bay (2015 - 2020) 74,676 7.2%

Source: Meyers Research, CA DOT, CoStar Office Absorption in South Bay (Last 12 Mo.) 41,608 6.7%

South Bay Under Construction (Current) 0 0.0%

MEYERS Optimistic Buildout for EAST OTAY MESA SPECIFIC PLAN 

(CalTrans Projections) - Office Size and Demand (SF)

San Diego MSA Office 

Demand (SF)

South Bay Demand 

(SF)

Total Office Demand 

(SF) EAST OTAY

MEYERS Optimistic Buildout for EAST OTAY MESA SPECIFIC PLAN 

(CalTrans Projections) - Office Size and Demand (SF) Capture Rates

The South Bay market comprises 9.5% of the total office 

inventory in the San Diego MSA, and current indicators suggest 

mixed indicators in terms of office development: annual deliveries 

over the past five years represent 4.5% of the MSA, and 

absorption equates to 7.2% of overall absorption.  Over the past 

12 months, deliveries have comprised 33.7% of the MSA and 

absorption has represented 6.7% of the MSA.  We suggest a 

capture of 9.0% to 11.0% of the overall market over the next five 

years and increasing to the 10% to 12% range going forward.

Assumptions/ Rationale:

Capture as a percentage of the South Bay Market is minimal (1% 

to 10%), based on the limited office development activity that has 

occurred to date in Otay Mesa as well as feedback from 

commercial brokers that are active in the local market.

Estimated Annual Capture: 

SOUTH BAY (%)

Estimated Annual Capture: 

EAST OTAY (SUBJECT) (%)
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OFFICE DEMAND SUMMARY ïWOODS & POOLE MODEL
Office Demand Analysis

Thedemandanalysisbelowis basedon jobgrowthprojectionsperWoods& Pooleby industryfor theSanDiegoMSA,thenrefinedby applyinglow

andhighcapture(%) estimatesfor theappropriatesubmarkets,andultimatelyfor theEastOtayMesaSpecificPlan. Thetablesbelowrepresentdemand

(averageoflowandhighcapture%) forofficespaceannuallyoverthenext20years. OurWoods&Poolebaseddemandmodelsupportsanaverageof11,559squarefeetof

officespaceattheEastOtayMesaSpecificPlanannually,fora totalof231,190squarefeetduringa20-yeartimeframe.

Year

Low High Low High Year

2021 9.0% 11.0% 1.0% 5.0% 2021 2,426,570 242,657 7,765

2022 9.0% 11.0% 1.0% 5.0% 2022 2,501,285 250,128 8,004

2023 9.0% 11.0% 1.0% 5.0% 2023 2,338,845 233,885 7,484

2024 10.0% 12.0% 1.0% 5.0% 2024 2,231,565 245,472 7,810

2025 10.0% 12.0% 1.0% 5.0% 2025 2,256,845 248,253 7,899

2026 10.0% 12.0% 1.0% 5.0% 2026 2,272,495 249,974 7,954

2027 10.0% 12.0% 1.0% 5.0% 2027 2,250,985 247,608 7,878

2028 10.0% 12.0% 1.0% 5.0% 2028 2,201,360 242,150 7,705

2029 10.0% 12.0% 1.0% 5.0% 2029 2,177,555 239,531 7,621

2030 10.0% 12.0% 2.0% 10.0% 2030 2,169,955 238,695 15,190

2031 10.0% 12.0% 2.0% 10.0% 2031 2,154,955 237,045 15,085

2032 10.0% 12.0% 2.0% 10.0% 2032 2,133,205 234,653 14,932

2033 10.0% 12.0% 2.0% 10.0% 2033 2,112,300 232,353 14,786

2034 10.0% 12.0% 2.0% 10.0% 2034 2,097,430 230,717 14,682

2035 10.0% 12.0% 2.0% 10.0% 2035 2,086,030 229,463 14,602

2036 10.0% 12.0% 2.0% 10.0% 2036 2,073,520 228,087 14,515

2037 10.0% 12.0% 2.0% 10.0% 2037 2,060,420 226,646 14,423

2038 10.0% 12.0% 2.0% 10.0% 2038 2,049,465 225,441 14,346

2039 10.0% 12.0% 2.0% 10.0% 2039 2,039,525 224,348 14,277

2040 10.0% 12.0% 2.0% 10.0% 2040 2,032,955 223,625 14,231

AVERAGE: 2,183,363 236,537 11,559

TOTAL: 43,667,265 4,730,732 231,190

Market:

For Perspective - CoStar Market Data

South Bay market share of San Diego MSA 9.5%

Avg. Annual Deliveries in San Diego MSA (1982 - 2019) 2,100,000

Avg. Annual Deliveries in San Diego MSA (2010 - 2019) 497,897

Avg. Annual Deliveries in San Diego MSA (2018 - 2019) 329,548

Avg. Annual Deliveries in San Diego MSA (2020P - 2024P) 902,987

San Diego MSA Under Construction (Current) 2,124,181

Average Absorption in San Diego MSA (2010 - 2019) 1,040,465 Markets'

Subject: Average Absorption in San Diego MSA (2018 - 2019) 624,890 % share of

Average Absorption in San Diego MSA (2020P - 2024P) 145,742 San Diego MSA

Avg. Annual Deliveries in South Bay (2015 - 2020) 22,572 4.5%

Office Deliveries in South Bay (Last 12 Mo.) 111,000 33.7%

Source: Meyers Research, Woods & Poole, CoStar Avg. Absorption in South Bay (2015 - 2020) 74,676 7.2%

Office Absorption in South Bay (Last 12 Mo.) 41,608 6.7%

South Bay Under Construction (Current) 0 0.0%

MEYERS Optimistic Buildout for EAST OTAY MESA SPECIFIC PLAN (Woods & 

Poole Projections) - Office Size and Demand (SF)

San Diego MSA Office 

Demand (SF)

South Bay Demand 

(SF)

Total Office Demand 

(SF) EAST OTAY

MEYERS Optimistic Buildout for EAST OTAY MESA SPECIFIC PLAN 

(Woods & Poole Projections) - Office Size and Demand (SF) Capture Rates

Estimated Annual Capture: 

SOUTH BAY (%)

Estimated Annual Capture: EAST 

OTAY (SUBJECT) (%)

Assumptions/ Rationale:

The South Bay market comprises 9.5% of the total office inventory in the 

San Diego MSA, and current indicators suggest mixed indicators in terms 

of office development: annual deliveries over the past five years represent 

4.5% of the MSA, and absorption equates to 7.2% of overall absorption.  

Over the past 12 months, deliveries have comprised 33.7% of the MSA 

and absorption has represented 6.7% of the MSA.  We suggest a capture 

of 9.0% to 11.0% of the overall market over the next five years and 

increasing to the 10% to 12% range going forward.

Capture as a percentage of the South Bay Market is minimal (1% to 10%), 

based on the limited office development activity that has occurred to date 

in Otay Mesa as well as feedback from commercial brokers that are active 

in the local market.
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Information Finance Activities Prof./ Business Services Government

CalTransprojectionsfor professionalbusinessservicesarerelativelystrongin theSanDiegoMSA,though2020is anticipatedwith job declinesdue

to theCOVID-19pandemic. TheGovernmentandProfessionalBusinessServicessectorsrepresentthelargestoffice-orientedemploymentbaseinSanDiego(486,000jobs

combined). In total,jobsin industrialorientedfieldstotal584,000jobsasof 2020P, a -3.6% decreaseduring2020butan increaseof 70,000totaljobssince2000. Going

forward,CalTransprojectsanetincreaseof109,000office-orientedjobsthrough2040(a0.6%annualaverageincrease).

OFFICE ORIENTED JOB GROWTH BY INDUSTRY ïCAL TRANS MODEL
Office Demand Analysis

'00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17

Information 36.00 35.62 34.43 33.41 32.50 32.56 31.68 31.27 31.40 28.23 25.08 24.17 24.39 24.13 24.14 23.43 23.23 23.43

Finance Activities 71.55 72.18 75.13 80.01 82.04 83.32 83.80 80.39 75.33 69.80 67.18 67.42 69.85 70.96 69.64 71.38 72.99 74.64

Prof./ Business Services 199.13 201.22 204.38 203.85 207.58 214.11 217.88 221.65 220.57 203.43 203.30 204.91 210.93 218.69 222.55 229.48 234.68 239.00

Government 206.65 213.80 219.69 217.28 214.31 215.11 217.94 222.38 225.12 224.53 230.47 228.96 227.83 229.48 231.92 236.16 242.24 246.29

% Change Information -- -1.1% -3.3% -3.0% -2.7% 0.2% -2.7% -1.3% 0.4% -10.1% -11.2% -3.6% 0.9% -1.1% 0.0% -2.9% -0.9% 0.9%

% Change Finance Activities -- 0.9% 4.1% 6.5% 2.5% 1.6% 0.6% -4.1% -6.3% -7.3% -3.8% 0.4% 3.6% 1.6% -1.9% 2.5% 2.3% 2.3%

% Change Prof/Bus Services -- 1.05% 1.6% -0.3% 1.8% 3.1% 1.8% 1.7% -0.5% -7.8% -0.1% 0.8% 2.9% 3.7% 1.8% 3.1% 2.3% 1.8%

% Change Government -- 3.5% 2.8% -1.1% -1.4% 0.4% 1.3% 2.0% 1.2% -0.3% 2.6% -0.7% -0.5% 0.7% 1.1% 1.8% 2.6% 1.7%

'18 '19 '20 '21 '22 '23 '24 '25 '26 '27 '28 '29 '30 '31 '32 '33 '34 '35

Information 23.63 23.49 22.17 22.76 23.65 24.33 24.99 25.31 25.51 25.83 26.27 26.65 26.90 27.09 27.21 27.33 27.46 27.52

Finance Activities 76.03 76.42 75.29 75.87 76.76 77.97 79.00 79.72 80.39 81.39 82.39 83.36 84.22 85.07 85.91 86.75 87.53 88.25

Prof./ Business Services 248.93 256.58 248.28 250.99 258.58 265.55 267.29 268.91 270.65 272.39 274.13 275.87 277.62 279.36 281.22 282.97 284.71 286.57

Government 248.10 249.63 238.30 246.26 249.20 252.35 254.84 258.41 259.65 260.94 262.19 263.48 264.75 266.02 267.29 268.61 269.93 271.26

% Change Information 0.9% -0.6% -5.6% 2.7% 3.9% 2.8% 2.7% 1.3% 0.8% 1.3% 1.7% 1.4% 0.9% 0.7% 0.5% 0.5% 0.4% 0.2%

% Change Finance Activities 1.9% 0.5% -1.5% 0.8% 1.2% 1.6% 1.3% 0.9% 0.8% 1.2% 1.2% 1.2% 1.0% 1.0% 1.0% 1.0% 0.9% 0.8%

% Change Prof/Bus Services 4.2% 3.1% -3.2% 1.1% 3.0% 2.7% 0.7% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6% 0.7% 0.6% 0.6% 0.7%

% Change Government 0.7% 0.6% -4.5% 3.3% 1.2% 1.3% 1.0% 1.4% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

Source: Woods & Poole
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Information Finance Activities Prof./ Business Services Government

Woods& Pooleprojectionsanticipatestrongerincreasesin Professional/BusinessServicejobs in thecomingyears. Note: Woods&Pooleprojections

werepublishedinearly2020anddonotincludejoblossesduetotheCOVID-19pandemic,thusthecurrentnumberofjobsaswellasprojectionsmaybeoptimistic.

OFFICE ORIENTED JOB GROWTH BY INDUSTRY ïWOODS & POOLE MODEL
Office Demand Analysis

'00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17

Information 44.66 46.49 44.28 43.11 42.85 44.43 43.93 44.49 38.36 36.47 31.71 31.02 31.27 30.60 31.43 30.49 29.91 31.19

Finance Activities 72.05 72.38 74.23 77.69 79.13 80.23 80.84 82.90 83.28 87.44 83.11 88.71 90.08 90.68 87.09 88.63 92.40 92.79

Prof./ Business Services 361.66 361.63 373.41 385.28 397.40 407.41 416.84 426.89 431.70 411.43 418.80 425.11 431.31 444.32 456.65 463.70 468.07 471.77

Government 316.12 324.86 338.51 343.78 339.12 335.20 335.17 337.20 343.94 344.24 338.51 333.79 330.42 330.85 332.93 334.94 341.23 346.51

% Change Information -- 4.1% -4.8% -2.6% -0.6% 3.7% -1.1% 1.3% -13.8% -4.9% -13.0% -2.2% 0.8% -2.2% 2.7% -3.0% -1.9% 4.3%

% Change Finance Activities -- 0.5% 2.6% 4.7% 1.8% 1.4% 0.8% 2.5% 0.5% 5.0% -5.0% 6.7% 1.5% 0.7% -4.0% 1.8% 4.2% 0.4%

% Change Prof/Bus Services -- -0.01% 3.3% 3.2% 3.1% 2.5% 2.3% 2.4% 1.1% -4.7% 1.8% 1.5% 1.5% 3.0% 2.8% 1.5% 0.9% 0.8%

% Change Government -- 2.8% 4.2% 1.6% -1.4% -1.2% 0.0% 0.6% 2.0% 0.1% -1.7% -1.4% -1.0% 0.1% 0.6% 0.6% 1.9% 1.5%

'18 '19 '20 '21 '22 '23 '24 '25 '26 '27 '28 '29 '30 '31 '32 '33 '34 '35

Information 30.78 30.62 30.45 30.29 30.13 29.98 29.82 29.67 29.52 29.38 29.23 29.09 28.94 28.81 28.67 28.53 28.40 28.26

Finance Activities 94.91 98.62 101.24 104.51 107.46 110.25 112.88 115.37 117.72 119.92 121.98 123.90 125.68 127.32 128.83 130.22 131.47 132.61

Prof./ Business Services 494.06 501.47 509.60 519.09 529.48 538.78 547.43 556.37 565.51 574.60 583.42 592.17 600.96 609.73 618.44 627.09 635.72 644.34

Government 348.07 349.35 350.62 351.88 353.13 354.37 355.60 356.82 358.03 359.23 360.42 361.61 362.79 363.96 365.12 366.28 367.43 368.58

% Change Information -1.3% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5% -0.5%

% Change Finance Activities 2.3% 3.9% 2.7% 3.2% 2.8% 2.6% 2.4% 2.2% 2.0% 1.9% 1.7% 1.6% 1.4% 1.3% 1.2% 1.1% 1.0% 0.9%

% Change Prof/Bus Services 4.7% 1.5% 1.6% 1.9% 2.0% 1.8% 1.6% 1.6% 1.6% 1.6% 1.5% 1.5% 1.5% 1.5% 1.4% 1.4% 1.4% 1.4%

% Change Government 0.5% 0.4% 0.4% 0.4% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3%

Source: Woods & Poole
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Office Market Trends
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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DEFINITION OF THE SAN DIEGO MSA OFFICE SUBMARKETS
Office Market Trends

TheSanDiegoMSAis comprisedof 39officesubmarketsthat divide
up the MSA. TheEastOtayMesaSpecificPlanis locatedin the SouthBay

Market,whichiscomprisedofsevensubmarkets(redborder)ðtheOtayMesaand

OutlyingSanDiegoCountySouthsubmarkets(locationof Site),as wellas San

Ysidro/ImperialBeach,EastCounty,SoutheastSanDiego,NationalCity,and

ChulaVistasubmarkets.



East Otay Mesa Specific Plan Rezoning Analysisƅ County of San Diegoƅ 44

0.00

1.00

2.00

3.00

4.00

5.00

6.00

'82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20P

S
q

u
a
re

 F
e
e
t 

(i
n

 M
il
li
o

n
s
)

Office Deliveries (in Millions of Square Feet)

Source: CoStar

SAN DIEGO MSA OFFICE DELIVERIES
Office Market Trends

Average = 2.1 Million SF

Newofficedeliveriesin theSanDiegoMSAaveragedapproximately2.1 millionsquarefeetannuallyoverthepast38years. Officedeliveriesfollow

cyclesof development,andthismarkethadselectyearswheredeliverieswereremarkablyhighðthemid-1980ôs,late1990ôs/andmid-2000ôsin particular. Annual

deliverieshavebeenverylowforoveradecade,butofficedevelopmentappearstobereboundingwith1.1millionsquarefeetofspaceprojectedtobedeliveredin2020.

Deliveries '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20P

Total Deliveries (Mil. SF) 3.60 3.40 4.90 4.00 5.40 3.60 3.40 4.20 4.50 2.10 1.10 0.50 0.20 0.40 0.80 0.80 3.10 2.90 3.20 3.80 2.10 1.20 1.10 2.20 2.70 3.60 3.10 1.40 0.80 0.50 0.80 0.90 1.00 1.20 0.60 0.80 0.70 0.20 1.10

% Change -- -6% 44% -18% 35% -33% -6% 24% 7% -53% -48% -55% -60% 100% 100% 0% 288% -6% 10% 19% -45% -43% -8% 100% 23% 33% -14% -55% -43% -38% 60% 13% 11% 20% -50% 0% -13% -71% 450%
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Source: CoStar

SAN DIEGO MSA OFFICE INVENTORY
Office Market Trends

Aftera decadewithonlymarginalincreasein inventory,theSanDiegoofficeinventoryis startingto increase. Thepast10yearsaveragedjust557,000

squarefeetof increasedinventoryperyearin theMSA,thoughthatis changingðso far thisyear,inventoryhasincreasedby over1.1 millionsquarefeetandCoStar

projectsthatinventorywillincreaseby4.5squarefeetoverthenextfiveyears.
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Inventory 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2020P 2021P 2022P 2023P 2024P

Total Inventory (SF) 111,382,774 112,740,099 113,443,538 114,090,959 114,490,119 115,193,293 116,024,064 116,614,658 117,059,974 116,856,985 117,301,923 117,516,080 118,533,679 118,633,679 119,405,301 120,386,840 121,103,513 122,031,017

Inventory Change -- 1,357,325 703,439 647,421 399,160 703,174 830,771 590,594 445,316 -202,989 444,938 214,157 1,017,599 1,117,599 771,622 981,539 716,673 927,504

% Change -- 1.2% 0.6% 0.6% 0.3% 0.6% 0.7% 0.5% 0.4% -0.2% 0.4% 0.2% 0.9% 0.1% 0.7% 0.8% 0.6% 0.8%
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SAN DIEGO MSA AVERAGE OFFICE LEASE RATE VS. VACANCY RATE
Office Market Trends

Overall,averageoffice leaseratesappearto havestabilizedat $2.88per squarefoot per monthin 2020. Thevacancyratehasincreasedto 11.6% in

2020, a functionofdecreaseddemandforofficespaceduetotheCOVID-19pandemic. Goingforward,CoStarprojectsrentstoincreaseto$3.18persquarefootpermonth

andvacancytoremainatapproximately11%by2024.
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Lease Rates Vacancy Rates

Lease Rates 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2020P 2021P 2022P 2023P 2024P

Lease Rate ($/ SF/ Mo.) $2.36 $2.10 $1.98 $1.96 $2.06 $2.14 $2.31 $2.44 $2.50 $2.61 $2.73 $2.86 $2.88 $2.85 $2.86 $3.01 $3.12 $3.18

Lease Rate Change -- ($0.26) ($0.12) ($0.02) $0.10 $0.08 $0.17 $0.13 $0.06 $0.11 $0.12 $0.13 $0.02 ($0.03) $0.01 $0.15 $0.11 $0.06

% Change -- -11.0% -5.7% -1.0% 5.1% 3.9% 7.9% 5.6% 2.5% 4.4% 4.6% 4.8% 0.7% -1.0% 0.4% 5.2% 3.7% 1.9%

Vacancy Rates 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD 2020P 2021P 2022P 2023P 2024P

Vacancy Rate 13.9% 14.6% 13.9% 13.2% 12.2% 11.7% 11.2% 11.0% 9.9% 9.8% 9.6% 9.2% 11.6% 11.4% 12.2% 12.1% 11.8% 11.9%

Vac. Rate Change -- 0.7% -0.7% -0.7% -1.0% -0.4% -0.5% -0.2% -1.1% -0.2% -0.2% -0.4% 2.4% -0.2% 0.7% 0.0% -0.3% 0.1%

% Change -- 5.4% -5.1% -5.1% -7.9% -3.6% -4.0% -2.2% -9.7% -1.7% -1.9% -3.8% 26.1% -1.6% 6.2% -0.1% -2.7% 0.9%
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SAN DIEGO MSA OFFICE MARKET ABSORPTION VS. COMPLETED SPACE
Office Market Trends

TheSanDiegoMSAofficemarketis currentlyexperiencingnegativenetabsorptionin 2020, a functionof decreaseddemandfor officespacedue

to the COVID-19pandemic. Absorptionhasoutpacednewdeliveriesineachof thepast10years,indicatingtherehashistoricallybeenmoredemandthansupplyin

SanDiegoMSAðthereisagreatdealofuncertaintyinthecomingyearsintermsofhowofficeabsorptionrecoversinthecomingyears.
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 YTD

Deliveries (SF) 2,912,872 1,357,325 703,439 647,421 399,160 703,174 830,771 590,594 445,316 0 444,938 214,157 1,017,599

Absorption (SF) (1,126,743) 330,049 1,439,952 1,359,414 1,543,727 1,123,339 1,283,478 806,572 1,578,961 19,424 620,152 629,628 (1,997,457)
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SAN DIEGO MSA OFFICE MARKET SPACE TYPE DISTRIBUTION
Office Market Trends

Absorption (SF) Deliveries (SF) Under Asking Rent

Type Total SF Vacant SF Last 12 Months Last 12 Months Construction (SF) ($/ SF/ Mo.)

4 & 5 Star 39,216,320 5,849,611 14.9% (356,579) 881,901 1,784,004 $3.52

3 Star 47,830,970 5,657,858 11.8% (1,208,329) 168,115 254,177 $2.70

1 & 2 Star 31,486,389 2,273,469 7.2% (432,549) 0 0 $2.33

TOTAL: 118,533,679 13,780,938 11.6% (1,997,457) 1,050,016 2,038,181 $2.88

Vacancy 

Rate

4 & 5 Star
33.1%

3 Star
40.4%

1 & 2 Star
26.6%

Total Inventory

Source: Costar
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Buildingsthataredesignatedas 4/5 Star(ClassA) and3 Star(ClassB) spaceaccountfor over76%of total officespacein the market. ClassA

spaceachievesthehighestleaseratesbutalsohasa highervacancyratethanotherbuildingclasses. SanDiegoisa relativelyactiveClassAofficedevelopmentmarket

with1.7 millionsquarefeetunderconstructionand881,000squarefeetdeliveredoverthepast12months. Withthatsaid,theremaybeoversupplyissuesin thecoming

monthsandyearssincethepastyearhadnearly2 millionsquarefeetofnegativeabsorption(largelyduetotheCOVID-19pandemic). It issomewhatencouragingtonote

thatthemajorityofthenegativenetabsorptionis in3 Star(ClassB)space,indicatingthatthe4 &5 Starinventoryðincludingnewconstructionðis faringbetterthan3 Star

space.
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SAN DIEGO MEDICAL OFFICE MARKET OVERVIEW
Office Market Trends

TheMedicalOfficemarketis faringbetterthantheoverallofficemarketin termsof leaserates,vacancyrates,andabsorptionactivity. Overall,the

SanDiegomedicalofficemarkethasanaverageleaserateof $3.10persquarefoot(FullService)versustheoverallofficeleaserateof $2.88persquarefoot,andthe

medicalofficevacancyrateof5.4%issignificantlylowerthantheoverallofficevacancyrateof11.6%. TheSouthCountymedicalofficesubmarkethasaverylowvacancy

rateof3.4%comparedto theoverallmedicalofficevacancyrateof5.4%inSanDiegoCounty. Therehasbeensomesofteningin termsofabsorption,withnegativenet

absorptionof -11,705squarefeetin themedicalofficemarket,butthatis a verysmallamountof contractioncomparedto the-1.7 millionsquarefeetof negativenet

absorptionin theSanDiegoofficemarketoverall. Further,it is encouragingtonotethatabsorptionhasbeenpositivein SouthCounty,with14,511squarefeetof space

absorbedthisyear. Thisdataindicatesthatdespitetheuncertaintyandsoftmarketconditionsintheconventionalofficemarket,themedicalofficemarketisperformingwell.
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SAN DIEGO MSA OFFICE ABSORPTION ACTIVITY
Office Market Trends

Majorhealthcareprovidersareactivein the medicalofficemarketin SanDiego,as evidencedby someof the largestabsorptionactivityin the

pastyear. AsidefromabsorptionactivityattheOnePaseoofficedevelopmentinDelMarHeights,twoofthelargestmoveshavebeenbyKaiserPermanentemovinginto

a 90,000squarefootmedicalofficebuildinginKearnyMesa,andSharpRees-Stealymovingintoan86,000squarefootmedicalofficefacilityinSantee. Note: noneof the

topofficebuildingabsorptionactivityhastakenplacein SouthSanDiegoCountyoverthepastyear.

Health Care 

Systems
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Source: CoStar 

SAN DIEGO MSA OFFICE LEASING ACTIVITY
Office Market Trends

Thetop officeleasesin SanDiegoCountyoverthepast

yearareshownonthetableto theright. Thelargestleases

arepredominantlyto technologyfirms,withAppleleasing567,000

squarefeetof officespacein UTCandRanchoBernardo. Note:

none of the top office building leaseshave takenplace in

SouthSanDiegoCountyoverthepastyear.
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SOUTH BAY MSA OFFICE INVENTORY
Office Market Trends

TheSouthBayofficeinventoryis startingto increaseoverthepasttwoyears. After2016, 2017and2018sawverylittleactivityin termsofofficeinventory

change,thepast18monthshaveexperiencedsteadygrowthinofficeinventory,with130,000squarefeetaddedtothesubmarketin2019and120,000squarefeetaddedin

thefirsthalfof2020.
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Office Inventory (in Millions Square Feet)

Inventory Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020

Total Inventory (SF)
11,085,293 11,086,252 11,031,883 11,031,883 11,031,883 11,026,483 11,026,483 11,026,483 11,022,436 11,040,090 11,040,090 11,137,045 11,234,000 11,140,000 11,170,000 11,231,000 11,292,000

Inventory Change
-- 959 -54,369 0 0 -5,400 0 0 -4,047 17,654 0 96,955 96,955 -94,000 30,000 61,000 61,000

% Change
-- 0.0% -0.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.2% 0.0% 0.9% 0.9% -0.8% 0.3% 0.5% 0.5%
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SOUTH BAY AVERAGE OFFICE LEASE RATE VS. VACANCY RATE
Office Market Trends

WhileSouthBayleaserateshavesoftenedslightly in 2020, thevacancyrateremainsrelativelylow. Averageleaseratescamedownoffof theirpeakof

$$2.32persquarefootinQ42019to$2.26persquarefootinmid-2020. Thevacancyrateincreasedfroma lowof4.1%inQ22020to5.0%inthesecondquarterof2020,

a functionofslightlydecreaseddemandforofficespaceduetotheCOVID-19pandemic. Still,avacancyrateof5.0%orlowerrepresentsanunderservedofficemarketthat

cansupportadditionalgrowth.
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Office Lease Rates and Vacancy Rates

Lease Rates Vacancy Rates

Lease Rates Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020

Lease Rate ($/ SF/ Mo.)
$1.98 $2.00 $2.11 $2.18 $2.15 $2.17 $2.24 $2.28 $2.21 $2.20 $2.21 $2.20 $2.19 $2.26 $2.32 $2.29 $2.26

Lease Rate Change
-- $0.02 $0.11 $0.07 ($0.02) $0.02 $0.06 $0.04 ($0.06) ($0.02) $0.02 ($0.01) ($0.01) $0.08 $0.05 ($0.03) ($0.03)

% Change
-- 1.0% 5.5% 3.2% -1.1% 1.0% 2.8% 1.9% -2.8% -0.7% 0.7% -0.6% -0.6% 3.5% 2.4% -1.1% -1.1%

Vacancy Rates Q2 2016 Q3 2016 Q4 2016 Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020

Vacancy Rate 6.9% 6.9% 6.3% 6.0% 5.7% 6.0% 5.0% 4.8% 4.8% 4.5% 4.4% 4.2% 4.1% 4.6% 4.6% 4.8% 5.0%

Vac. Rate Change -- 0.0% -0.6% -0.3% -0.3% 0.3% -1.0% -0.2% -0.1% -0.2% -0.2% -0.1% -0.1% 0.4% 0.1% 0.2% 0.2%

% Change -- 0.1% -8.5% -4.2% -5.5% 5.1% -16.5% -3.5% -1.5% -4.9% -3.4% -2.9% -2.9% 10.7% 1.9% 4.2% 4.0%
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SOUTH BAY OFFICE MARKET ABSORPTION VS. COMPLETED SPACE
Office Market Trends

TheSouthBayoffice marketis reboundingin 2020with newcompletionsas well as positivenet absorption. Newdeliverieshavefinallyoutpaced

absorptionoverthepast12months,with41,000squarefeetofpositivenetabsorptionand111,000squarefeetofnewcompletions. Thisisanimprovementovernegative

netabsorptionin2019andfollowsseveralyearswithminimalnewdeliveries.
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OFFICE CHARACTERISTICS BY SUBMARKET
Office Market Trends

The Otay Mesaand OutlyingSan Diego

CountySouthsubmarketsareaverysmall

portionof theSanDiegoMSA,comprising

only 0.34% of the officemarketoverall. It

is a moreaffordableofficemarketthantheSan

DiegoMSA,withaverageleaseratesof $2.53

and $2.14 per squarefoot versus$2.88 per

squarefootin theMSA,thoughit is importantto

note that these indicatorsinclude all office

inventory,muchof whichis ClassB/Cspacein

OtayMesa. Thevacancyrateis lowerthanthe

MSAoverall,at 5.3% versus4.4% in the MSA,

thoughthe total inventorysize is verysmallin

these two submarkets(406,000 square feet

combined)versus118millionsquarefeetin the

SanDiegoMSA. Thereisminimalnetabsorption

activity and no office deliveries or new

constructionoverthepast12months.

Projectionsfor office demandare shownon

pages9and37.

Last 12 Months Last 12 Months Under Avg. Asking Rent

Net Absorption (SF) Deliveries (SF)  Construction (SF) ($/ SF/ Mo.)

Carlsbad 7,641,000 1,217,109 15.9% (79,676) 12,000 0 $2.89

Chula Vista 3,449,000 201,316 5.8% (10,586) 0 0 $2.53

College Area 1,605,000 82,834 5.2% (31,105) 0 0 $2.39

Coronado 181,000 2,732 1.5% 3,290 0 0 $2.95

Del Mar Hts/Carmel Valley 5,128,000 713,497 13.9% 221,535 288,000 217,000 $4.31

Downtown 13,962,000 2,997,157 21.5% (372,786) 372,000 1,073,000 $2.94

East County 5,731,000 252,752 4.4% 52,046 111,000 0 $2.13

Escondido 2,660,000 289,202 10.9% (6,081) 80,000 0 $2.21

Governor Park 899,000 111,468 12.4% (25,902) 0 0 $2.86

Kearny Mesa 11,385,000 1,178,952 10.4% (292,648) 90,000 125,000 $2.63

La Jolla 1,652,000 276,667 16.7% (111,391) 0 0 $3.40

MCAS Miramar 32,000 0 0.0% 0 0 0 $2.27

Mira Mesa/Miramar 1,519,000 98,252 6.5% (2,537) 0 0 $2.46

Mission Gorge 697,000 9,080 1.3% 4,900 0 0 $2.19

Mission Valley 7,346,000 1,055,895 14.4% (259,812) 0 0 $2.71

National City 797,000 23,035 2.9% (923) 0 0 $2.17

North Beach Cities 3,308,000 232,861 7.0% (32,103) 26,000 80,000 $3.50

North Central County 408,000 26,312 6.4% 49,451 59,000 0 $3.86

Oceanside 1,771,000 140,845 8.0% 9,802 0 100,000 $2.17

Old Twn/S Arena/Pt Loma 2,907,000 122,157 4.2% (8,054) 0 0 $2.61

Otay Mesa 220,000 11,663 5.3% (2,331) 0 0 $2.53

Outlying SD County N 741,000 44,303 6.0% (5,325) 0 0 $1.88

Outlying SD County S 186,000 8,185 4.4% 4,525 0 0 $2.14

Park East 337,000 18,752 5.6% 315 0 0 $2.28

PB/Rose Canyon/Morena 1,907,000 117,166 6.1% (50,759) 0 0 $2.26

Poway 1,536,000 40,131 2.6% (10,834) 0 0 $2.42

Rancho Bernardo 7,032,000 927,324 13.2% (225,069) 0 0 $3.02

San Marcos 1,726,000 138,410 8.0% (37,815) 0 0 $2.38

San Ysidro/Imperial Beach 245,000 0 0.0% 5,446 0 0 $2.04

Scripps Ranch 2,954,000 484,197 16.4% (30,598) 0 0 $2.81

Sorrento Mesa 9,666,000 1,156,323 12.0% (116,218) 0 0 $3.07

Sorrento Valley 779,000 167,567 21.5% (93,580) 0 0 $2.46

Southeast San Diego 664,000 71,352 10.7% (6,569) 0 0 $2.17

Torrey Pines 3,231,000 261,837 8.1% (37,447) 0 74,000 $3.40

Uptown East 293,000 8,537 2.9% 5,250 0 0 $2.23

Uptown West/Park West 3,382,000 240,817 7.1% (101,469) 0 0 $2.57

UTC 8,762,000 696,802 8.0% (76,696) 0 369,000 $3.75

Vista 1,795,000 355,449 19.8% (46,549) 0 0 $2.08

TOTAL: 118,534,000 13,780,938 11.6% (1,718,303) 1,038,000 2,038,000 $2.88

Submarket Total SF Vacant SF Vacancy Rate
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Projects Under Development
Assessment of Most Marketable Land Uses, East Otay Mesa Specific Plan
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PLANNED INDUSTRIAL DEVELOPMENTS IN OTAY MESA
Projects Under Development

Source: County of San Diego, Google Maps, various commercial brokers

Brown Field 

Technology Park
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Crossings

Otay Crossings
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Wehaveidentifiednineindustrialdevelopmentsunderwayin thegreaterOtayMesaarea. Theseprojectsoffera varietyofusesincludingAmazonôsfulfillment

centers,newlogisticsbuildings,autostoragefacilitiesandotherautomotiveuses. A totalof fiveof thesedevelopmentsarewithintheEastOtayMesaSpecificPlan,whilethe

otherfourareoutsideofthespecificplanboundary. Seethefollowingpagesforadetaileddescriptionoftheseprojects.
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SeefriedPropertiesandClaycoCorparedevelopinga four story,3.4 million squarefoot fulfillmentcenterfor Amazon.com,locatedsouthof Otay

mesaRoadandwestof EnricoFermiDrive. The3,402,028square-footdistributioncenterincludesfourelevatedconcretefloorsandaround600,000squarefeetof

mezzaninesonthegroundfloor. The65-acresitewaspurchasedin2019for$22.7 million(approximately$8.00persquarefoot). Althoughthefulfillmentcenterwillberobotics

basedintermsof itsoperations,thefulfillmentcenterwillstillemployapproximately1,500peopleafteritscompletionin2021. Localindustrialbrokersbelievethisdevelopment

willbeañcatalystòforadditionalgoodsproducingcompanieswantingtolocatetheirwarehouse/distributionfacilityclosetoAmazonðtheonlineretailgiantisplanningtodevelop

anadditionalfulfillmentcenterona40-acresitetothenortheastofthecurrentdevelopment,onasitethatiscurrentlyusedforautosalvageyards.

INDUSTRIAL PROJECT PROFILE: AMAZON FULLFILLMENT CENTER
Projects Under Development

Amazon 

Fulfillment 

Center

(2021)

Source: Clayco, Colliers, Google Maps

Future Logistics 

Development Site
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Otay Crossings Commerce Park is a land

developmentoffering fully finished industrial pads

for salesouthof OtayMesaRoadandAltaRoad. The

developmentoffersa totalof 108acresforsaleon18 lotsð

currentlynineof thesitesaresoldandsevenarein escrow,

indicatingthe projecthas sold100 acres(93% sold)since

marketingeffortsbeganthreeyearsago. Lot pricinghas

averaged$15.00 per square foot accordingto broker

representative,thoughtheremaininglotsareofferedat$17.00

to $22.00persquarefoot. Oneof themajorlandpurchases

was to the County,city of San Diegoand the San Diego

CommunityCollegeDistrictfor a $30 millionEmergency

VehicleOperationsCourse. Brokerrepresentativesestimate

thattheremaininglotswillbe usedfor outsidestorageuses

(approximately75%) followed by traditionalwarehouse

development(approximately25%).

INDUSTRIAL PROJECT PROFILE: OTAY CROSSINGS COMMERCE PARK
Projects Under Development

Source: Kearny Real Estate Company

Otay Crossings

Commerce Park


