INFORMATIONAL REPORT
DATE ISSUED:

August 19, 2015

REPORT NO: HCR15-077

ATTENTION:

Chair and Members of the San Diego Housing Commission
For the Agenda of September 11, 2015

SUBJECT: Leasing Effort for Commercial Space Located at 4395 El Cajon Blvd., San Diego, CA.
COUNCIL DISTRICT: 9
NO ACTION IS REQUIRED ON THE PART OF THE HOUSING COMMISSION
SUMMARY
This report summarizes the San Diego Housing Commission’s (Housing Commission) leasing efforts
related to the commercial space located at 4395 El Cajon Blvd., San Diego, CA 92105, also known as
Courtyard Apartments. The storefront commercial space is approximately 33 feet deep by 110 feet wide,
and can be divided into three separate spaces each about 36 feet in width and each having its own
entrance door. This report will highlight the Housing Commission’s attempts to find a suitable tenant for
the space, leasing constraints as well as Staff’s plan for the effective lease up of the subject space.
BACKGROUND
The Housing Commission acquired the Courtyard Apartments in the fall of 2010 (HCR10-105) as a
direct result of the Housing Commission’s Finance Plan where equity from the former Public Housing
units was leveraged for the creation of new affordable housing units within the City of San Diego (City)
(HAR09-030).
The property, a 37-unit condominium project included approximately 3,600 of commercial space. At
acquisition, the residential units were 100 percent complete, however, the commercial space had
unfinished concrete floors, unfinished overheads, unfinished drywall, and all mechanical, electrical, and
plumbing stubbed in but not operational. The $7.58 million acquisition budget included $100,000 for
Commercial Tenant Improvements.
The Courtyard Apartments was acquired using Federal Housing Administration funding and Build
America Bonds (BABs) rebates on the interest payments. Based on staff’s initial review of the BABs
program, the agency was restricted to leasing the space for public benefits purposes only, thus the
commercial space could only be leased to a governmental or not–for-profit entity. Given the initial
understanding of the leasing restrictions, the Housing Commission considered the construction of a
satellite office at the Courtyard Apartments for its Property Management Group.
After a competitive bid process, in the summer of 2012, an invitation for bid (IFB) was published (CI12-01) to obtain construction bids for the build out of offices within the commercial space at the
Courtyards Apartments. Both of the bid amounts received were in excess of $475,000. Based on the
high cost to build out the commercial spaces for the intended office use, the Housing Commission
decided to seek alternative use/tenants for the vacant commercial space.
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Given the Housing Commission’s understanding on the leasing restrictions, staff began to market the
availability of the space with other governmental entities and nonprofits. The substantial amount of
Tenant Improvement (TI) work required and minimum construction allowance available posed a
challenge to any prospective tenant, even when the space was offered at a deeply discounted rate. In
early 2013, via Councilmember Marti Emerald, staff began conversations with the City Heights
Development Corporation (CHCDC) and the City’s Commission for Arts and Culture, regarding the
potential use of the space by CHCDC as an art exhibition room. This concept seemed to fit the public
purpose requirement as well as the vanilla shell state of the space. Moreover, the lack of public parking,
except as available on side streets did not pose a big challenge with the new intended use.
Given the public benefit of the proposed art exhibition room, the Housing Commission offered to lease
out the entire space for $1.00 per year and contribute approximately $100,000 towards the necessary
tenant improvements. In the summer of 2013, a Request for Quotes (RFQ) was published (CS-14-01) for
the tenant improvements of the commercial at the Courtyards Apartments based on the new idea to turn
this space into an Arts Exhibition gallery. Around this time, based on feedback from residential tenants
at the Courtyard Apartments, the Housing Commission decided to dedicate some of the vacant
commercial space for the build out of a laundry room the 37 households at Courtyard would be able to
use. Originally, the Courtyard Apartments had been constructed as a condominium project, thus no
laundry room was built. The repurposing of a portion of the commercial space resulted in architectural
and design delays necessary for the RFQ.
When estimates were received in early 2014, the estimates for the minimum tenant improvements for the
to-be Art Gallery exceeded $299,000. As originally discussed with CHCDC, the Housing Commission
was able to commit approximately $100,000 for the tenant improvement work. CHCDC was asked to
pursue alternative funding mechanisms to cover the estimated costs in return for the discounted rent.
After several months, CHCDC deemed the gathering of the required TI funds unfeasible.
While negotiations with CHCDC were taking place, Housing Commission staff sought additional advice
from the Housing Commission’s Bond and BABs Counsel (Orrick Herrington) on the potential lessees
for this space. After subsequent analysis, Bond Counsel determined that the ratio between the square
footage of the commercial space and the entire property fell below the allowable ratio to permit the lease
up of the space to a nongovernmental or for-profit tenant. Based on this determination and the inability
to gather additional TI funds by CHCDC, in the summer of 2014 a RFP was published to entertain the
services of a Real Estate commercial broker (RED-15-01).
DUHS Commercial, Inc., (DUHS) was brought on board in November 2014 under the Exclusive Listing
Agreement for the Courtyard commercial space. Attached to this report, is a sample of the marketing
materials used with the advertising of the available commercial space. DUHS has received a couple of
proposals on the available space. However, to date, none of the proposals have successfully closed. The
feedback from prospective tenants has been consistent regarding the constraints with the space, those
include, the significant initial outlay of cash required to perform the necessary TI work (regardless of
attractive rent concessions being offered), and the lack of parking on site. Only street parking is
available on one of the adjacent streets with cars parked most of the time. Moreover, for the most part,
other for-lease vacant spaces in the neighborhood required less TI work and offer more convenient
parking options.
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Staff is cognizant of the leasing constraints of the commercial space at the Courtyard Apartments. Given
the feedback received from potential tenants, staff’s recent recommendation is to utilize available capital
replacement reserves to pay for the Tenant Improvement work (heating, ventilation, air conditioning,
restrooms, electrical systems, etc.) to make the vacant spaces more appealing to prospective tenants.
As of the date of this report, the proposed laundry room is near construction completion. Approximately,
3,000 square feet of storefront commercial space remains available. DUHS continues to actively market
the vacant commercial space and conveys any potential interest and/or offer to Housing Commission
staff. It is anticipated that with the proposed investment in Tenant Improvement work, the remaining
vacant commercial space will be leased during the Housing Commission’s Fiscal Year 2016.

Respectfully submitted,

Approved by,

Emmanuel Arellano

Deborah N. Ruane

Emmanuel Arellano
Director
Portfolio Management

Deborah N. Ruane
Senior Vice President
Real Estate Division

Attachments: 1) Marketing Materials
2) Site Picture
Hard copies are available for review during business hours in the main lobby of the San Diego Housing
Commission offices at 1122 Broadway, San Diego, CA 92101 and at the Office of the San Diego City
Clerk, 202 C Street, San Diego, CA 92101. You may also review complete docket materials on the San
Diego Housing Commission website at www.sdhc.org.
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STREETFRONT
RETAIL
4395 El Cajon Blvd.
San Diego, CA

AVAILABLE:



3161 SF
Divisible to:
677 SF /1,221SF /1,263 SF

HIGHLIGHTS:

For more information about this property, please contact:
Austin Dias
(619) 491-0335, Ext. 15
Austin@DuhsCommercial.com
CA License: 01888482

Rob Bloom
(619) 491-0335, Ext. 13
Rob@DuhsCommercial.com
CA License: 01302163

No warranty or representation is made to the accuracy of the foregoing information. Terms of sale or lease and availability are subject to change or withdrawal without notice.

3919 30th Street 2ND Floor, San Diego, CA 92104 | Phone (619) 491-0335 | Fax (619) 491-0696 | www.DuhsCommercial.com



Never Before Occupied!



Excellent Visibility From
The Busy El Cajon Blvd



Across The Street From
The Brand New YMCA



One of The Most Densely
Populated Areas in San
Diego - 61,205 People in a
1-Mile Radius!!

SITE PLAN

44th Street
El Cajon Blvd

For more information about this property, please contact:
Austin Dias
(619) 491-0335, Ext. 15
Austin@DuhsCommercial.com
CA License: 01888482

Rob Bloom
(619) 491-0335, Ext. 13
Rob@DuhsCommercial.com
CA License: 01302163

No warranty or representation is made to the accuracy of the foregoing information. Terms of sale or lease and availability are subject to change or withdrawal without notice.

3919 30th Street 2ND Floor, San Diego, CA 92104 | Phone (619) 491-0335 | Fax (619) 491-0696 | www.DuhsCommercial.com

AERIAL

DEMOGRAPHICS
1 Mile

3 Miles

5 Miles

Population:
61,305
Avg. HH Income: $46,970

260,289
$60,625

632,098
$65,393

Traffic Counts: Over 28,000 Cars Per Day

For more information about this property, please contact:
Austin Dias
(619) 491-0335, Ext. 15
Austin@DuhsCommercial.com
CA License: 01888482

Rob Bloom
(619) 491-0335, Ext. 13
Rob@DuhsCommercial.com
CA License: 01302163

No warranty or representation is made to the accuracy of the foregoing information. Terms of sale or lease and availability are subject to change or withdrawal without notice.
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