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Recommendation: Pass a Motion 1) determining that, pursuant to City Code Section 3.68.110, the 
leasing of 1122 11th Street without bidding is in the best interests of the City; and 2) authorizing the 
City Manager to execute a 10-year lease agreement with two 5-year extended term options with 
Trong D. Nguyen dba La Bou International Bakery/Cafe for retail space located in Capitol Garage.
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Description/Analysis 

Issue:  In 2006, Trong Nguyen assumed the lease agreement from the previous tenant (John 

Shahabian/Jump Start Café) of 1122 11th Street, which is located in the City’s Capitol Garage, and 

opened a La Bou Bakery and Cafe. That lease agreement recently expired and Mr. Nguyen has 

submitted an offer for a new lease so he can continue his operations at that location.

The premises at 1122 11th Street currently measures 3,920 square feet; however, due to its 

configuration, a large portion of this space has limited functionality and is unusable by La Bou for 

its operations. The large size of the premises combined with above-market rates negotiated by the 

previous tenant created a monthly rent obligation that La Bou’s operations had increasing difficulty 

meeting.  With the onset of the recession and government layoffs, La Bou was unable to make its 

monthly rent payments and fell in arrears.  As of May 1, 2012, La Bou owes the City $161,886.06 

in accrued rent.

Under terms of the new lease, La Bou will relinquish 1,163 square feet of unusable space in the 

back of the premises which will be used by the City to support parking operations.  In addition, the 

rental rate will be reduced by almost 14% to match current market rates. Combined, this will 

reduce La Bou’s monthly rent from $7,708 to $4,686.90.  To repay its accrued rent, La Bou will 

pay an additional $1,349.05 each month ($16,188.60 per year) of the 10-year Initial Term.

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: 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. Trong Nguyen 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 retain a quality tenant that has made many significant contributions to the Sacramento 

community. 

Financial Considerations:  After lease execution, 1122 11th Street will be reduced in size from 3,920 

square feet to 2,757 square feet. Based on a market rate of $1.70 per square foot, monthly rent 
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payments will begin at $4,686.90 and increase annually based on the consumer price index (CPI).  

Total rent collected during the initial 10-year term will be over $562,428. Each month of the Initial 

Term, the Lessee will pay an additional $1,349.05 to repay accrued rent.  Lessee’s accrued rent is 

$161,886.06 which equals 21 months of rent. All rental income will be deposited in the Parking Fund 

(Fund 6004). This is an existing tenant with no new construction planned; therefore, no tenant 

improvement allowance is being provided as part of the new lease agreement. 

Emerging Small Business Development (ESBD): None.
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Background Information

In 2006, Trong Nguyen assumed the lease agreement from the previous tenant (John 
Shahabian/Jump Start Café) of 1122 11th Street, located in the City’s Capitol Garage, 
and opened a La Bou Bakery and Cafe.

1122 11th Street is located in the City’s Capitol Garage and is currently 3,920 square 
feet in size. Capitol Garage has over 21,000 square feet of commercial space.

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.
Trong Nguyen 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. The term of the lease will be 10 years and include 
two 5-year extended term options.

Based on a market rate of $1.70 per square foot, monthly rent payments will begin at 
$4,686.90 and increase annually based on the consumer price index (CPI).  Total rent 
collected during the initial five year term will be over $562,428. Each month of the Initial 
Term, the Lessee will pay an additional $1,349.05 ($16,188.60 per year) to repay 
accrued rent. Lessee’s accrued rent is $161,886.06 which equals 21 months of rent. All 
rental income will be deposited in the Parking Fund (Fund 6004). This is an existing 
tenant with no new construction planned; therefore, no tenant improvement allowance is 
being provided as part of the new lease agreement.
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