
Eileen Teichert, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer
John F. Shirey, City Manager

City of Sacramento
City Council

915 I Street, Sacramento, CA, 95814
www.CityofSacramento.org

Meeting Date: 11/29/2011 Report Type: Consent

Title: Termination and Lease Agreement: 1000 I Street

Report ID: 2011-00923

Location: 1000 I Street, District 4

Recommendation: Adopt a Resolution: 1) authorizing the City Manager to execute a lease 
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without bidding is in the best interests of the City; and 3) authorizing the City Manager to execute a 5-
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located in City Hall Garage.
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Description/Analysis 

Issue:  In 2008 Eats & Sweets, Inc. opened Fog Mountain Café at 1000 I Street in the City’s City 

Hall Garage. After opening, the economy continued to deteriorate and Eats & Sweets was not 

able to sustain business levels that allowed it to meet its monthly rent obligations.  After several 

efforts to succeed by adjusting their business model and restructuring expenses, Eats & Sweets 

closed Fog Mountain Cafe. As of September 1, 2011 it owed the City $133,858.66 in outstanding 

rent.

Eats & Sweets, Inc. has limited resources to pay against their outstanding rent and has offered to 

surrender all equipment in the restaurant to the City, currently valued at $52,000, in exchange for 

the City forgiving the remainder of their rent which would equal $83,858.66. If the City chooses to 

terminate Eats & Sweets’ tenancy through litigation, it could potentially take a lengthy period of 

time to resolve as demonstrated from previous cases.

Conditioned upon the City settling the tenancy with Eats & Sweets, Inc., the City has received a 

firm and complete offer from Big Joe’s BBQ, Inc. to lease the site. Big Joe’s currently has a 

successful catering business and would like to open a permanent location at 1000 I Street. They 

plan to offer a variety of BBQ sandwiches with sides plus have an outdoor grill to supplement their 

internal kitchen operations.

Policy Considerations: The recommendation is consistent with the City’s strategic plan and the

goal of the City Council to expand economic development throughout the City.

Environmental Considerations:

California Environmental Quality Act (CEQA):  This project is exempt from the California 

Environmental Quality Act (CEQA) under Section 15301, “Operation of existing public 

structures or facilities involving no expansion of use.”

Sustainability Considerations: None.

Other:  None.

Commission/Committee Action: None.

Rationale for Recommendation: As of September 1, 2011, Eats & Sweets Inc. has a 

$133,858.66 outstanding balance with the City which equates to approximately 29 months of rent. 

Eats & Sweets, Inc. has limited resources and is not able to pay their accrued rent. To settle their 

tenancy, they have offered to surrender all their restaurant equipment and supplies to the City in 

lieu of paying their accrued rent. Their equipment is valued at $52,000 which would leave an 

account balance of $83,858.66. Settling with Eats & Sweets will allow the City to immediately 

enter into a new lease agreement with Big Joe’s BBQ, Inc. At the current market rate of $1.65 per 

square foot the annual rent from Big Joe’s would be $40,788. If the City chooses to terminate Eats 

& Sweets’ tenancy through litigation, it could take a lengthy period of time to resolve as 

demonstrated from previous cases.
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City Code 3.68.110 allows the City to lease City property without bidding when a firm and 

complete written offer at or above market value is received by the City, and the City Council finds 

that leasing the property without bidding is in the best interests of the City. Big Joe’s BBQ, Inc., 

has submitted a firm and complete written offer to lease wherein the rent specified is at or above 

the fair market rate for comparable property as determined by the City’s real property supervisor. 

By leasing without bidding, the proposed lease agreement will enable the City to quickly re-tenant 

the 1000 I Street site with a quality new restaurant to serve the downtown.

Financial Considerations:  As of September 1, Eats & Sweets, Inc. owes the City $133,858.66 in 

accrued rent. The estimated value of the equipment and supplies at Fog Mountain is $52,000. If the 

City accepts this as payment against their rent, it would leave a balance of $83,858.66, which the City 

will write-off in the Parking Fund (Fund 6004). 

1000 I Street measures approximately 2,060 square feet in size. Based on a current market rate of 

$1.65 per square foot, monthly rent payments for Big Joe’s BBQ, Inc. will begin at $3,399 and 

increase annually based on the Consumer Price Index.  Total rent collected during the initial 5-year 

term will be at least $203,940. All rental income will be deposited in the Parking Fund (Fund 6004). 

Emerging Small Business Development (ESBD): None.
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Attachment 1

Background Information

1) In December 2007, the City entered into a lease agreement (City Agreement # 
2007-1358) with Eats & Sweets, Inc. for 2,060 square feet of retail space located 
at 1000 I Street in the City’s City Hall Garage. In April 2008 Eats & Sweets, Inc. 
opened Fog Mountain Café, a restaurant specializing in freshly made soups and 
sandwiches. The term of the lease was for five years with two 5-year extended 
term options. Monthly rent started at $4,326 (based on $2.10 per square foot) 
and increased 3% annually. The current monthly rent is $4,727 per month ($2.29 
per square foot). After opening in 2008, the economy continued to deteriorate 
and Eats & Sweets was not able to sustain business levels that allowed it to meet 
its monthly rent obligations.  After several efforts to succeed by adjusting their 
business model and restructuring expenses, Eats & Sweets closed Fog Mountain 
Cafe. As of September 1, 2011 it owed the City $133,858.66 in outstanding rent.

2) The principle owners of Big Joe’s BBQ, Inc. are Joe Dunlap and Angelo Negrete.
For five years Joe Dunlap operated Big Joes BBQ in Citrus Heights and has 
been focusing on catering the past two years. For the past eight years, Angelo
Negrete has been the owner and operator of Fuddruckers, a popular family 
restaurant located in Citrus Heights.

3) 1000 I Street is approximately 2,060 square feet in size and is located in City Hall 
Garage. City Hall Garage has over 21,000 square feet of commercial retail 
space.

4) City Code 3.68.110 allows the City to lease City property without bidding when a 
firm and complete written offer at or above market value is received by the City, 
and the City Council finds that leasing the property without bidding is in the best 
interests of the City. Big Joe’s BBQ, Inc., has submitted a firm and complete 
written offer to lease wherein the rent specified is at or above the fair market rate 
for comparable property as determined by the City’s real property supervisor. By 
leasing without bidding, the proposed lease agreement will enable the City to 
quickly re-tenant the 1000 I Street site with a quality new restaurant to serve the 
downtown.
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To view the full contents of this document, you need a later version of the PDF viewer. You can upgrade 
to the latest version of Adobe Reader from www.adobe.com/products/acrobat/readstep2.html 
 
For further support, go to www.adobe.com/support/products/acrreader.html
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RESOLUTION NO. 

Adopted by the Sacramento City Council 

TERMINATION AND LEASE AGREEMENT: 1000 I STREET

BACKGROUND

A. 1000 I Street is located at the corner of 10th & I Streets in the City’s City Hall 
Garage. The site is approximately 2,060 square feet in size. City Hall Garage has 
almost 3,000 square feet of commercial retail space.

B. In 2008 Eats & Sweets, Inc. opened Fog Mountain Café at 1000 I Street. After 
opening, the economy continued to deteriorate and Eats & Sweets was not able to 
sustain business levels that allowed it to meet its monthly rent obligations. After 
several efforts to succeed by adjusting their business model and restructuring 
expenses, Eats & Sweets closed Fog Mountain Cafe. As of September 1, 2011 it 
owed the City $133,858.66 in outstanding rent.

C. Eats & Sweets, Inc. has limited resources to pay against their outstanding rent and 
has offered to surrender all equipment in the restaurant to the City, currently 
valued at $52,000, in exchange for the City forgiving the remainder of their rent 
which would equal $83,858.66. If the City chooses to terminate Eats & Sweets’ 
tenancy through litigation, it could potentially take a lengthy period of time to 
resolve as demonstrated from previous cases.

D. Conditioned upon the City settling the tenancy with Eats & Sweets, Inc., and 
pursuant to City Code Section 3.68.110, the City has received a firm and complete 
written offer from Big Joe’s BBQ, Inc. to lease 1000 I Street wherein the rent 
specified is at or above the fair market rate for comparable property as determined 
by the City’s real property supervisor. Big Joe’s currently has a successful catering 
business and would like to open a permanent location at 1000 I Street. They plan 
to offer a variety of BBQ sandwiches with sides plus have an outdoor grill to 
supplement their internal kitchen operations.

E. The term of the new lease is five years with one 5-year option. Based on a current 
market rate of $1.65 per square foot, monthly rent payments for Big Joe’s BBQ, 
Inc. will begin at $3,399 and increase annually based on the Consumer Price 
Index.  Total rent collected during the initial 5-year term will be at least $203,940. 
All rental income will be deposited in the Parking Fund (Fund 6004).
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BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The City Manager is authorized to execute a lease termination agreement 
with Eats & Sweets, Inc. for retail space located at 1000 I Street.

Section 2. Pursuant to City Code Section 3.68.110, it is in the best interests of the 
City to lease 1000 I Street without bidding.

Section 3. The City Manager is authorized to execute a lease agreement with Big 
Joe’s BBQ, Inc. for retail space located at 1000 I Street for a term of five 
years with one 5-year extended term option.

Section 4. Exhibits A and B are attached and part of this resolution.

Table of Contents

Exhibit A—Lease Termination Agreement

Exhibit B—Lease Agreement
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