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BACKGROUND

In 1997 the Port Commission approved a lease agreement with Diversified Computer Consultants (DCC)
for the Seaport Conference Center building, formerly Charlie Brown’s Restaurant. The lease agreement
was for a term of five years with two options to renew for five years each. In addition to renewing the
lease under the second five-year option, Richard Ferrari, owner of DCC, requested a five-year extension
of the lease to 2017 and a new, updated lease agreement.

The original lease agreement contained provisions necessary to convert the old restaurant into a new
conference center use. In addition to specifying improvements and upgrades to the building and the
interior fixtures, the original lease provided for DCC to purchase from the Port certain restaurant
equipment and the liquor license and for the Port to pay for ADA improvements conditioned on DCC,
making over $850,000 in improvements to the building. All of these requirements of the lease agreement
were met and, therefore, have been omitted from the new lease agreement as well as other provisions that
were no longer relevant, such as, an option to change the use of the premises back to a restaurant after the
initial two years of the lease.

Under the new lease agreement, the initial term of the lease is for five years with an option to renew for
an extended term of an additional five years. The rent at the start of the initial term is $11,100 per month
or 6 percent of gross sales, whichever is higher. The rent would increase on an annual basis according to
the change in the Consumer Price Index (CPI). At the start of the extended term, the rent would be
$13,200 per month, or 6 percent of gross sales whichever is higher, and would be subject to CPI increase
on an annual basis for the remainder of the extended term. Currently, the rent is $10,800 per month or 5
percent of gross sales, which ever is greater. The gross sales are reported annually to the Port as required
under the lease agreement. The rental based on the percentage of gross sales has not equaled or exceeded
the base rent in any lease year.

Under the existing and new lease agreements, DCC is responsible for all utilities, building maintenance
and landscaping, including landscaping adjacent to the building, which is not part of the leasehold. In
addition to all the improvements made by DCC to convert the building from a restaurant to a conference
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center, other major improvements made to the building by DCC include a new roof, HVAC units, new
outside deck, and other improvements.

The building bas been operated successfully as a Conference Center attracting a wide range of companies
from throughout the U.S. for training purposes. DCC has no plans to change the use of the leased
premises. However, the new lease retains some of the provisions of the old lease, which restrict certain
possible uses and do not allow any uses that are a public nuisance, in particular nude dancing or adult
entertainment. Other provisions in the new lease agreement include a security fee of $150.00 per month
subject to increase from time to time.

DCC, under Mr. Ferrari’s management, has been an exceptional and reliable tenant, and shares the Port’s
interest in maintaining this building as a valuable Port asset. Port Staff looks forward to working with
him over the term of the proposed lease agreement and recommends its adoption.
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ORDINANCE NO. P-

ORDINANCE OF THE BOARD OF PORT COMMISSIONERS OF

THE CITY OF REDWOOD CITY APPROVING AND
AUTHORIZING EXECUTION OF LEASE AGREEMENT WITH
DIVERSIFIED COMPUTER CONSULTANTS OF CALIFORNIA

LLC

BE IT ORDAINED BY THE BOARD OF PORT COMMISSIONERS OF

THE CITY OF REDWOOD CITY, AS FOLLOWS:

Section 1. Public hearing having been duly noticed for, and held on

, 2007, on the question of approval of lease agreement

hereinafter described, and pursuant to the provisions of Section 48 the Charter
of the City of Redwood City, the Board of Port Commissioners of the City of
Redwood City does hereby approve that certain lease agreement entitled “Lease
Agreement - Diversified Computer Consultants of California, LLC (the “Lease”)
by and between the City of Redwood City, acting by and through its Board of
Port Commissioners (“Port”) and Diversified Computer Consultants of California
("Tenant”), which Lease provides for a term of Five (5) years starting November
1, 2007, an option to renew and extend the term for an additional Five (5) years
(the “Renewal term”) and for rent in the sum of (1) Eleven Thousand One
Hundred and No/100 Dollars ($11,100) per month subject to yearly CPI<
increases or (2) 10% of the gross sales of Tenant, whichever is greater. Rent
during the Renewal Term shall be (1) Thirteen Thousand Two Hundred and
No/100 Doliars ($13,200) per month (subject to yearly CPI increases) or (2) 10%

of the gross sales generated by Tenant, whichever is greater.
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Section 2. The President and Secretary of the Board of Port
Commissioners of the City of Redwood City are hereby authorized and directed
to execute the aforesaid Lease Agreement for and on behalf of the City of
Redwood City, acting by and through its Board of Port Commissioners.

Section 3. This ordinance shall be effective 30 days after its adoption.
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