
ACQUISITION DATE 
December 14, 2022

LOCATION 
San Diego, CA 
(San Diego MSA) 

PROPERTY TYPE 
Industrial

YEAR BUILT 
1996

SIZE 
101,435 square feet (SF)

PARKING 
114 spaces 
9 dock high / 2 drive-in 

OCCUPANCY 
100% leased

PURCHASE PRICE 
$15.25 million

Waterville Industrial
Bailard Real Estate Fund 

WATERVILLE 
INDUSTRIAL



THE PROPERTY
Waterville Industrial (the “Property”) is a single free-
standing industrial and manufacturing property, 
totaling 101,435 square feet situated on six acres of land 
located at 7828 Waterville Road in San Diego, Califor-
nia. The Property’s seller, Honeywell International Inc., 
occupies the building for the use of its Safety Products 
division, manufacturing low pressure foam earplugs. 
Honeywell leased back the entire facility through 
March 31, 2025 (~27 months). Following the expira-
tion of the lease, Honeywell will vacate the Property, at 
which time the Fund will renovate and re-lease it. Wa-
terville Industrial is strategically located in Otay Mesa, 
one of San Diego’s premier industrial nodes due to its 
proximity to the Mexico-United States border. 

The Property represents a rare value-add opportunity: 
a high-quality, functional, and well-located asset with 
substantial appreciation potential from renovation and 
re-leasing but with an immediate income stream from 
the leaseback to Honeywell. 

THE OPPORTUNITY
Purchase a Well-Located Property with Outstanding 
Economic Driver Potential – The Property is in Otay 
Mesa, a fundamentally-strong industrial submarket of 
San Diego due its proximity to the Otay Mesa Land Port 
of Entry to Mexico. With more than $56 billion in trade 
on an annual basis, Otay Mesa has become California’s 
largest commercial land border port and one of the 
busiest commercial land border crossings in the United 
States. Otay Mesa is home to more than 4,400 compa-
nies, most of which are large corporate warehousing, 
distribution, and manufacturing users whose busi-
nesses work within the United States-Mexico supply 
chain. The Property benefits from its access to Califor-
nia State Route-905, an east-west freeway that reaches 
the Otay Mesa border crossing into Mexico within a 
three mile-drive time. 

A Rare Value-Add Investment – The Property was ac-
quired under market conditions that included econom-
ic uncertainty, a volatile stock market, and rising inter-
est rates, which rapidly shrunk the size of the pool of 
potential investors. Normally, an industrial investment 
such as Waterville would have had a highly competitive 

bidding process resulting in elevated pricing and com-
pressed yields. The sidelining of capital resulted in a 
less competitive bidding process, allowing the Fund to 
purchase the Property at a price that will not only allow 
appropriate returns for a value-add investment but 
also reduce the risk due to the low-cost basis relative to 
replacement cost in Otay Mesa. 

Partner with a Reputable Developer/Operator – The 
Fund partnered with Murphy Development Company 
(“MDC”), a San Diego-based operator and developer 
with over 40 years of experience in the San Diego 
market. Since its establishment, MDC has master 
planned and developed projects throughout San Diego 
County. Partnering with MDC enhances the probability 
of a successful outcome, and it will result in more deal 
flow in San Diego as they plan to continue to share new 
investment and development opportunities. 

IDENTIFIED RISKS
Renovation Costs – As with all value-add investment, 
there are risks associated with doing a substantial ren-
ovation project stemming from cost overruns, timing, 
and other factors. However, these risks are mitigated 
through partnering with an experienced developer and 
operator in MDC that has built strong relationships 
with local municipalities and construction companies 
in the Otay Mesa area that provide comfort for the 
Fund that MDC will be able to execute the renovation 
plan within budget and the underwritten timeline. In 
addition, the Property’s initial low basis at $153/SF pro-
vides additional cushion. The underwritten renovation 
budget also includes a 25% (of hard costs) contingency.   

Future Lease-Up – As noted earlier, the Property will 
be fully vacant in April 2025, following the expiration of 
the Honeywell lease. The lease-up opportunity provides 
upside potential, but also adds risk. The Fund has done 
a deep investigation of the market and competitive set. 
User demand for industrial properties in Otay Mesa 
continues to outpace new supply. In addition, the Otay 
Mesa submarket is largely built-out with limited avail-
able land for new development. Given the tightness of 
the market, the Fund is confident that the Property will 
lease-up within the underwritten downtime and at the 
projected rents. 

Waterville Industrial
San Diego, CA



RISKS 
The Bailard Real Estate Investment Trust, Inc. (the “Bailard Real Estate Fund” or “Fund”) invests primarily in real estate. As a result, an invest-
ment in the Fund entails significant risks that are customarily associated with the development and ownership of income-producing real 
estate, including illiquidity, changes in supply and demand, and inexact valuation. Fees and expenses may offset the return on the invest-
ment. The Fund may be leveraged. An investor may lose all or a substantial portion of the investment. Specific investments described herein 
do not represent all investment decisions made by Bailard. The reader should not assume that investment decisions identified and discussed 
were or will be profitable. Specific investment advice references provided herein are for illustrative purposes only and are not necessarily 
representative of investments that will be made in the future. This document does not constitute advice or a recommendation or offer to sell 
or a solicitation to deal in any security or financial product. It is provided for information purposes only and on the understanding that the 
recipient has sufficient knowledge and experience to be able to understand and make their own evaluation of the proposals and services de-
scribed herein, any risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that the 
reader has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, prospective 
investors are encouraged to contact Bailard or consult with the professional advisor of their choosing. For a more thorough discussion of the 
risks involved in making an investment in the Fund, please refer to the Offering Memorandum. The Fund’s shares fluctuate in value and may 
be illiquid due to a lack of a right of redemption, the lack of a secondary market, and restrictions on transfer. Shares of the Fund, if offered, 
would be available for purchase only by accredited investors who could bear a loss and hold shares of the Fund indefinitely. This information 
does not purport to be complete and is qualified in its entirety by, and an offer or solicitation will only be made through, a final Confidential 
Offering Memorandum.

DISCLOSURES 
Forward Looking Statements  
This piece includes forward-looking statements, which involve a number of risks and uncertainties and actual results may differ materially 
from these forward-looking statements. 
Projected (Hypothetical) Returns 
The Fund does not guarantee any minimum level of investment performance or the success of any investments. The Projected Returns pre-
sented in this document are hypothetical in nature. Target performance should not be considered indicative of the actual results that may be 
realized or predictive of the performance of the investment in the property discussed herein (the “Investment”). Projected Returns have many 
inherent limitations; they do not reflect the impact of material economic/market factors might have on the Manager’s decision-making. The 
Projected Returns presented here may not be the same as the actual performance of the Investment. The Projected Returns were calculated 
using a model and were based upon assumptions determined by Bailard. The model uses assumptions for factors that include development 
period, lease-up period, rental rates, vacancy loss, revenue, operating expenses, net operating income, debt capital markets, hold period, 
exit value, and closing costs, among other things. The actual returns of the Investment will depend on, among other factors, future operating 
results, the value of the assets and market conditions at the time of disposition, legal and contractual restrictions on transfer that may limit 
liquidity, any related transaction costs and the timing and manner of sale and related fund level reserves, all of which may differ from the 
assumptions and circumstances on which the valuations used in the target returns contained herein are based. Projected Returns are not 
guaranteed, and a loss of principal may occur.
This summary may not be reproduced in whole or in part and may not be delivered to any person without the prior written consent of 
Bailard. Past performance is no indication of future results. All investments have the risk of loss.

Bailard, Inc.
950 Tower Lane, Suite 1900
Foster City, California 94404-2131
call:  (800) 224-5273
visit:  bailard.com/real-estate Published February 2023

Clear Height – The Property was built in 1996 with a 24 
to 26-foot clear heights. Recent generation industrial 
buildings have clear heights that are 30 feet or higher, 
which is consistent with what many users demand in 
the market. While the Property’s clear height is still 
considered competitive and functional, there is a risk 
that the pool of tenants looking at the building will 
be shallower due to the lower clear height. The Fund 
investigated the market to determine the significance 
of this risk to the investment and believes it will be low. 
The clear height is more than adequate for most users, 
especially manufacturers that typically do not need  
racking, which requires higher clear heights.  

THE INVESTMENT
The total purchase price, inclusive of closing costs, 
was $15.5 million ($153/SF), equating to a 4.4% year-one 
return-on-investment. The Fund’s value-add business 
plan projects to increase the basis to $20.5 million 
($211/SF). Once leased, the investment is projected to 
provide the Fund a stabilized return-on-cost of 7.4%. 
The Property was acquired unlevered. The Fund will 
own 85% interest with MDC owning the remaining 15%.   

PROJECTED RETURNS*
Projected four-year unlevered IRR of 13.0% and a 1.5x 
equity multiple net to the Fund.

* Projected Returns are hypothetical in nature. There can be no assurance that this investment will achieve such projected returns. Please see im-
portant disclosures regarding these hypothetical returns at the end of this document. IRR and Equity Multiple represent the investment’s projected 
returns, net of joint venture partner fees and investment-level leverage. As such, Fund-level fees and expenses are not included in the calculations.


