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Developers are hurrying to buy land
in north Phoenix due to major
projects underway in the area
including the construction of the
mixed-use CityNorth project.

Corridors of Opportunity: North
Phoenix, including Deer Valley
and Desert Ridge, to see
transformative growth
Feb 11, 2022, 6:00am MST

In the past 18 months, north Phoenix
has become one of the most active
commercial areas in the Valley, driven
by the $12 billion first phase of the
Taiwan Semiconductor Manufacturing
Co. facility under construction.

In 2019, there were about $90 million
worth of land transactions in the Deer
Valley, Desert Ridge and north
Interstate 17 submarkets, Mike
Schwab, broker with Land Advisors
Organization, said in a recent panel
discussion hosted by the Phoenix
Business Journal. After TSMC bought
its land in late 2020, nearly half a
billion dollars worth of land sales were recorded in those same
submarkets in 2021.
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Robert Lundstedt, first vice president with Daum Commercial Real
Estate Services, who focuses specifically on the Deer Valley
submarket, said users, both related to TSMC’s operations and
unrelated, have suddenly taken notice of Deer Valley.

“I mean, all of a sudden, people are like, ‘Holy cow, I got to get to
Deer Valley,’” Lundstedt said. “So the demand for land right now is
excellent and I think we still have opportunities, I think we'll have
another probably 400 acres available to sell the next couple of
years.”

Christine Mackay, community and economic development director
for the city of Phoenix, said even employers who have no
association with TSMC see the massive investment and decide to
move to the area, where there is already limited amounts of vacant
commercial space.

“We need to see more industrial and office developers, commercial
developers up in the area to provide more space,” she said. “I think
our vacancy rate right now is hovering at about one and a half
percent. And so getting more stuff built and getting it going
forward is huge. But even those companies that are not directly
related to TSMC are referencing the fact that, you know, that that's
what drew their attention into the area.”

Lundstedt said he always asks tenants seeking space in the area if
they are a supplier to TSMC, and said it is usually about 50-50
whether they are associated.

TSMC suppliers

A couple of large pieces of land in Deer Valley were designated as
supplier sites for TSMC by the city of Phoenix. Mack Real Estate
Group bought those sites and has plans to develop Mack
Innovation Park there, which will include about 4 million square
feet of buildings.

Sunlit Chemical, a supplier of semiconductor-grade hydrofluoric
acid, has been the first user to commit at the site. The Taiwan-
based company bought 17 acres of land from Mack and is building
a $100 million facility at the site, near Seventh Avenue and
Alameda Road. The project will be built in two phases and will total
900,000 square feet.

https://www.bizjournals.com/phoenix/news/2022/01/20/semiconductor-industry-supplier-north-phoenix.html
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Mack is also planning some speculative industrial projects on the
site that will begin construction this year. The company has plans
for a four-building spec project on the non-contiguous parcel on
the southeast corner of Seventh Avenue and Pinnacle Peak Road,
which will begin construction in spring of 2022. That project will
bring about 550,000 square feet of space. On the western side of
the larger parcel owned by Mack, on 19th Avenue and Pinnacle
Peak Road, the company is planning a three-building spec project
that will total 350,000 square feet of space, Craig Henig, executive
director of Mack in Phoenix, said at the recent groundbreaking of
Sunlit Chemical's project.

Adjacent to Mack's property, Minnesota-based Opus Group bought
a 30-acre parcel of vacant industrial land at 19th Avenue and
Happy Valley Road for $16.8 million. The developer has proposed a
two-building project, totaling 290,000 square feet.

In another new north Phoenix project, Hopewell Development is
developing a multi-phase industrial project adjacent to Deer Valley
Airport with Nicola Wealth Real Estate. The first phase of the park is
under construction for two buildings totaling 131,000 square feet.
The company also recently bought a three-building industrial
campus on the west side of I-17 near 29th Avenue and Deer Valley
Road, which was occupied by a single tenant that is planning to
vacate the campus. Once that tenant leaves, the company plans to
reposition the existing buildings and construct new buildings on
the nearly 11-acre site.

Lundstedt said a building he is the leasing broker for near 15th
Avenue and Pinnacle Peak Road has five or six tenants competing
for one remaining building.

More industrial users

The future of many of the largest pieces of land in north Phoenix is
in the hands of the Arizona State Land Department, which controls
much of the land in the area. The land that was purchased by Mack
and by TSMC had all previously been state land. TSMC’s site, near I-
17 and Loop 303, was part of a larger rezoning case, totaling about
3,500 acres of state land in that area. The remainder of that land is
still controlled by the state land department. If the department
chooses to sell the land, it must be sold at a public auction.

https://www.bizjournals.com/phoenix/news/2022/01/24/developer-proposes-industrial-project-near.html
https://www.bizjournals.com/phoenix/news/2022/01/13/valley-real-estate-round-up-peoria-hospital.html
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The area where TSMC bought its land, nicknamed Biscuit Flats, is
part of an even larger swath of state land, Mackay said, roughly
12,000 acres, which is bigger than nearby Anthem. Mackay said
about 8,500 of those acres are planned for residential
development. The remainder of the 3,500 acres that included
TSMC’s site had been rezoned for employment uses and can only
include multifamily housing in the zone along I-17.

Mackay also hinted that the city of Phoenix is preparing for interest
from additional major industrial users in the corridor, and said the
city is already working with the state land department on getting
the area ready.

“You'll see a number of other large industrial users land up in that
area, they're looking for larger swaths of land,” she said. “We're
submitting with the state land department on other larger swaths
of land not for residential, but for another major industrial user.
And I think probably in 2022 you'll see another large user or two
announced in that area.”

The land has been able to be master planned by the city in part
because it is controlled by the state land department, so the city
could move forward with plans without having to work with private
landowners or existing uses on the sites.

Mackay said from the city’s perspective, Biscuit Flats was not a
major area of focus because it felt like the area was not ready for
such investment at the time. The area, which had been largely
planned for single-family residential, and the city has been able to
create a new employment corridor “from the ground up,” she said.

Other projects rising

Aside from TSMC, there are several other major development
projects underway in the northern parts of Phoenix that represent
transformational investment in their own right.

Mayo Clinic recently bought 228 acres of land at a state land
department auction adjacent to its campus, and has partnered with
Arizona State University and others to build a biotechnology
corridor in the area.

https://www.bizjournals.com/phoenix/news/2021/12/27/mayo-asu-biotech-corridor.html
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“Mayo is a small version of TSMC,” Schwab said of the additional
expansion plans at the campus. “It's going to be a catalyst for the
area.”

Crown Realty and Development has also begun construction at
CityNorth, its mixed-use project near Desert Ridge Marketplace on
the north side of Loop 101. Crown owns a parcel totaling about 100
acres and is under construction on an apartment building on the
site and has plans for an office building project in the works
nearby, as well as retail and restaurant uses. Crown is also the
master developer of many of the other major swaths of state land
in the area.

Mackay said her office is working with Crown on some potential
corporate headquarters users looking at CityNorth for a potential
office.

“I don't think you'll recognize that Desert Ridge area even five years
from now,” she said. “But 10 years from now, it will be the center of
a city, and I’m excited to see the life sciences employers and others
just continuing to push to that really diversified, sustainable
economy that's here. And semiconductor and biosciences tie in so
well together.”

Corina Vanek
Reporter
Phoenix Business Journal

https://www.bizjournals.com/phoenix/news/2020/11/24/citynorth-primed-for-office-apartment-development.html
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