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MEMORANDUM
TO: ROB FIX DATE: JULY 9,2019
FROM: SHIRLEY MCFEARIN j^ ^>^' COPIES: BRADY SCOTT y^
SUBJECT: H & I HOLDINGS, LLC—MODIFICATION OF LEASE
ACTION REQUESTED
Motion by the Port Commission to approve a Modification of Lease between the Port of Bellingham ("Port") and H
& I Holdings, LLC ("H & I Holdings") for premises on Squalicum Way.

BACKGROUND
In 2004, Jeff Harman and Tom Irwin entered into a twenty-year lease with the Port for property at Squalicum Way,
for purposes of boat construction and repair. A tenant owned building is located on the property. In 2005, the Lease
was modified to incorporate a Port owned dock into the premises. In 2006, the Lease was assigned to H & I
Holdings, with Jeff Harman and Tom Irwin remaining as managing members. In 2009, the Lease was assigned
removing Tom Irwin as managing member and adding Chariot Harman. In 2011, the authorized use was modified
to include business uses pertaining to storage, manufacture, or construction of any product which requires or is
functionally dependent on water transport. In 2014 the lease was assigned to Jeff Harman and Chariot Harman as
Trustees of the Harman Family Revocable Trust, doing business as H & I Holdings, LLC.

This Modification of Lease provides the following:
• Acknowledges that the authorized use is a Water Reliant Commercial Marine Use.

• Adjusts rents for the final five (5) years of the twenty (20) year lease term.
• Updates the agreements to current boilerplate language.

FISCAL IMPACT
Rent is set in accordance with the Water Reliant Commercial Marine Rental Policy. The Base Rent to the Port
over the 5-year term would be approximately $72,000.

STRATEGIC PURPOSE
In concert with the 2019 Real Estate Objectives, and in support of the Corporate Goals, to: (1) retain existing jobs,
stimulate private investment, and enhance economic development and Job creation, (2) maintain high occupancy
levels, consistent revenues and job opportunities for the community, and (3) continue to strive for customer
service, tenant retention and strengthening relationship with Marine Trades.

RECOMMENDATION
Approval.

MODIFICATION OF LEASE
THIS MODIFICATION OF LEASE is made and entered into this _day
of_, 2019, by and between the PORT OF BELLINGHAM,
a municipal corporation, hereinafter called Lessor, and H & I Holdings, LLC., a

Washington Limited Liability Company, hereinafter Lessee, whose mailing address is
717 Squalicum Way, Bellingham, Washington 98225.

WITNESSETH:
WHEREAS, Lessor and JEFF HARMAN AND TOM IRWIN, a sole proprietorship
entered into a Harbor Lease on June 1, 2004 (hereinafter the "Lease") covering certain
premises owned by Lessor at the Squalicum Harbor for a term of twenty (20) years
beginning June 1, 2004, ending May 31, 2024, and
WHEREAS, on June 7, 2005 the Lease was modified to incorporate Dock 4 into
the premises on a month to month basis and update the Lease terms and conditions,
and
WHEREAS, on September 5, 2006 the Lease was assigned form Jeff Harman
and Tom Irwin to H & I Holdings, LLC., and
WHEREAS, on October 23, 2006 the Lease was assigned to The Bank of the
Pacific for collateral purposes, and
WHEREAS, on August 4, 2009 Lessor consented to an Assignment of Lease
removing Thomas P. Irwin as managing member of H & I Holding and recognizing that
Jeff L. Harman and Chariot E. Harman have equal shares in H & I Holdings LLC., and
WHEREAS, on August 5, 2009 rent was renegotiated in accordance with Section
3.4 "Rental Renegotiation" of the Lease, and

WHEREAS, on August 17, 2010 Lessee's use of the premises was modified to
include business "related retail sales" and
WHEREAS, on August 20, 2010, Lessor consented to an Assignment of Lease
for security purposes to the Bank of the Pacific, and
WHEREAS, on November 1, 2011 Lessee's use of the premises was modified to
includes business "uses pertaining to the storage, manufacture or construction of any

product which requires or is functionally dependent on water transport," and
WHEREAS, On May 6, 2014, Lessor and Lessee entered into a Modification and
Consent to Assignment of Lease regarding Lessee transfer of right title and interest in
the Lease to Jeffrey L. Harman and Chariot E. Harman, Trustees of the Harman Family
Revocable Trust d/b/a H&l Holdings, LLC,and

WHEREAS, Section 3.4 "Rental Renegotiation" requires rent to be adjusted, and
WHEREAS, it is the desire of both parties to modify the Lease;
NOW, THEREFORE, the Lease shall be and the same is hereby modified as
follows:
1. Use: Effective June 1, 2019, Section 4.1 of the Lease shall be amended
to add the following statement:
"The Authorized Use is a Water Reliant Commercial Marine Use as defined by
the Lessor's Water Reliant Commercial Marine Rental Policy."
2. Rent: As Rent, effective June 1,2019, in accordance with Lessor's Water

Reliant Commercial Marine Rental Policy, Lessee shall pay Rent to Lessor in U.S.
Funds, according to the following schedule, plus applicable Washington State leasehold
excise tax:

June1,2019to June 1,2021 to
Rent Schedule _ May 31, 2021 May 31, 2024
Parcel A $531.54 $547.49
ParcelB $217.34 $223.86
Dock 4 $327.71 $337.03
Nonexclusive Parking $100.00 _ $103.00
TOTAL $1,176.09 $1,211.43
3. Insurance and Casualty Loss ^ Section 5.1 "Insurance" is

hereby deleted in its entirety and replaced with the following and by this reference made
a part thereof:

"5.1 INSURANCE AND CASUALTY LOSS OF LESSEE:
5.1.1 CASUALTY LOSS OF LESSEE: The parties hereto agree that the
Lessor, its commissioners and employees, Lessor's insurance carrier and Lessor's

casualty policy shall not be responsible to the Lessee for any property loss or damage
done to the Lessee's property, whether real, personal or mixed, occasioned by reason
of any fire, storm or other casualty whatsoever. It shall be the Lessee's sole

responsibility to provide its own protection against casualty losses of whatsoever kind or
nature, regardless of whether or not such loss is occasioned by the acts or omissions of
the Lessor, Lessee, third party, or act of nature. Lessee hereby releases and
discharges the Lessor its commissioners and employees, Lessor's insurance carrier
and Lessor's casualty policy from any claims for loss or damage to Lessee's property.

5.1.2 INSURANCE: Lessee shall procure and maintain a comprehensive
general liability policy covering all claims for personal injury (including death) and
property damage (including all real and personal property located on the Premises or

Lessor's property) arising on the Premises or Lessor's property as a result of, or arising

out of, Lessee's operations under this Lease. The limits of liability shall be not less than
Two Million Dollars ($2,000,000.00) for each occurrence and in the aggregate unless
the Lessee requests, and Lessor approves in writing, a lesser liability limit. If the
Lessee maintains higher insurance limits than the minimums required herein, the
Lessor shall be insured for the full available limits of Commercial General and/or
Excess or Umbrella liability maintained by the Lessee, irrespective of whether such
limits maintained by the Lessee are greater than those required by this Lease or
whether any certificate of insurance furnished to the Lessor evidences the lower limits
of liability set forth above. Lessor may impose changes in the limits of liability: (i) on
any Adjustment Date; (ii) as a condition of approval of assignment or sublease of this
Lease; (ill) upon any breach of the environmental liability provision herein; (iv) upon a
material change in the condition of any improvements; or (v) upon a change in the
Authorized Use. If the liability limits are changed, Lessee shall obtain new or modified
insurance coverage within thirty (30) days after changes in the limits of liability are
required by Lessor. The liability policies shall contain a cross-liability provision such
that the policy will be construed as if separate policies were issued to Lessee and to
Lessor.

5.1.2.1 Policy Provisions. The foregoing insurance policy shall
name Lessor as an additional named insured by way of a policy endorsement. Lessee

shall provide certificates of insurance and, if requested, copies of any policy to Lessor.
Receipt of such certificate or policy by Lessor does not constitute approval by Lessor of
the terms of such policy. Furthermore, the policy of insurance required herein shall: (i)
be written as a primary policy; (ii) expressly provide that such insurance may not be
materially changed, amended or canceled with respect to Lessor except upon forty-five
(45) days' prior written notice from the insurance company to Lessor; (iii) contain an
express waiver of any right of subrogation by the insurance company against Lessor
and Lessor's elected officials, employees or agents; (iv) expressly provide that the
defense and indemnification of the Lessor as an "additional insured" will not be
effected by any act or omission by Lessee which might otherwise result in a forfeiture of
said insurance; (v) contain a separation of insureds provision such that the policy
applies separately to each insured that is subject of a claim or suit; (vi) not contain a
cross-claim, cross-suit, or other exclusion that eliminates coverage by one insured

against another; and (vii) provide for coverage for damage to the Lessor's property
caused by the Lessee.
5.1.2.2 Failure to Obtain and Maintain Insurance. If Lessee fails to

procure and maintain the insurance described above, Lessor shall have the right, but
not the obligation, to procure and maintain substitute insurance and to pay the
premiums. Lessee shall pay to Lessor upon demand the full amount paid by Lessor.
5.1.2.3 Prudent Business Insurance. The Lessee believes and

states that the insurance obligation herein does not exceed that which the Lessee
would otherwise normally place upon itself and obtain in order to operate its business in
a prudent manner."

Limited Waiver of Title 51 RCW: A new Section 5.4.3 "Limited Waiver of
Title 51 RCW" is hereby added to the Lease and by this reference made a part thereof:
4.

"5.4.3 Limited Waiver of Title 51 RCW. The foregoing indemnification and hold
harmless obligation shall include, but is not limited to, all claims against the Lessor by
an employee or former employee of the Lessee. For this purpose, the Lessee

expressly waives, as respects the Lessor and to the fullest extent permitted by law, all
immunity and limitation on liability under any industrial insurance law or scheme,
including Title 51 RCW, or other workers compensation act, disability act, or other
employees benefits of any act of any state or federal jurisdiction which would otherwise
be applicable in the case of such a claim."

5. Signs: Section 5.8 of the Lease shall be deleted and replaced with the
following clause, and by this reference made a part thereof:
"No signs shall be installed without the prior written permission of Owner. In the
event that an unauthorized sign has been installed and after notification to remove the
sign by the Owner, Permittee shall pay the Owner a penalty of $100 per day for each
day the sign remains in place after such notification. The penalty shall automatically
resume, without notice, if the sign is reinstalled. The penalty accrued shall be paid with
the next month's Base Rent. In addition, the Owner reserves the right to provide notice
of and treat an unauthorized sign as a non-monetary default of this Use Permit."

ALL OTHER TERMS AND CONDITIONS of said lease agreement dated June 1,
2004, as modified, shall remain the same.

IN WITNESS WHEREOF, Lessor has caused this instrument to be signed by its
President and Secretary by authority of the Port Commission of the Port of Bellingham,
and Lessee has caused this instrument to be signed by its proper officers thereunto
duly authorized, the day and year first above written.

PORT OF BELLINGHAM

H & I HOLDINGS, LLC

-^s^^
PresidenWice President

Jeffrey L. Harman, Trustee

-I

Chariot E. Harman, Trustee

"LESSEE"

Secretary
"LESSOR"

STATE OF WASHINGTON:
ss

COUNTY OF WHATCOM:
ON THIS _ day of_, 2019, before me, the undersigned, a Notary

appeared _and _,
Public in and for the State of Washington, duly commissioned and sworn, personally

known to me to be the PresidenWice President and Secretary respectively of the
PORT OF BELLINGHAM, and acknowledged the said instrument to be the free and
voluntary act and deed of said corporation, for the uses and purposes therein

mentioned, and on oath stated that they were authorized to execute the said instrument
and that the seal affixed is the corporate seal of said corporation.
WITNESS my hand and official seal hereto affixed the day and year first above
written.

Name (Print)
NOTARY PUBLIC, in and for the State
of Washington, residing at Bellingham.
My Commission expires:

STATE OF WASHINGTON:
ss

COUNTY OF WHATCOM:
ON THIS /^^ day of ~S^^ _, 2019 before me, the undersigned,
a Notary Public in and for the State of Washington, duly commissioned and sworn,
personally appeared Jeffery L. Harman and Chariot E. Harman known to me to be

the Trustees of Harman Family Revocable Family Trust d/b/a H&l Holdings, LLC a
Washington Limited Liability Company, and acknowledged the said instrument to be the
free and voluntary act and deed of said corporation, for the uses and purposes therein

mentioned, and on oath stated that they were authorized to execute the said instrument
and that the seal affixed is the corporate seal of said corporation.
WITNESS my hand and official seal hereto affixed the day and year first above
written.

M fi^l. ^^-Z^3^^7 ^7^7 '^LJ^^LL.

^S^b'N^A Name (Print) ^/.^ ^ 3^7.

NOTARY PUBLIC, in and for the
NOTARY PUBLIC, in and for the State
of Washington, residing at Bellingham.
My Commission expires: ^7/y/2 z-
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