MEMORANDUM
TO:

ROB FIX

DATE: JULY 9, 2019

FROM:

SHIRLEY MCFEARIN

COPIES: SUNILHARMAN ^\
NOAH CARLSON r<^
AARON COLLINS
TERRY ILAHI
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SUBJECT: BELLINGHAM INTERNATIONAL AIRPORT GENERAL AVIATION HANGARS
MODIFICATION OF LEASES
ACTION REQUESTED
A. Motion by the Commission approving the Modification of Airport Lease between the Port

of Bellingham and Bayside Hangar LLC (16)
B. Motion by the Commission approving the Modification of Airport Lease between the Port
of Bellingham and Canyon Industries Inc. (20)

BACKGROUND
The above agreements were scheduled for a rental rate renegotiation. Consistent with other
GA tenant's renegotiation, Bayside Hangar's modification includes annual CPI adjustments.
The first years increase is 1.9% and will take affect retroactively from January 1 , 2019. No rent
increases are being proposed for Canyon Industries Inc. as they are at market value and this
modification will take affect retroactively from February 1, 2018.

STRATEGIC PURPOSE
In concert with the 2019 Real Estate Objectives, and in support of the Corporate Goals to
continue to manage Port land and buildings, maintain high occupancy and consistent
revenues, and continue to strive for excellence in customer service and tenant retention.

FISCAL IMPACT
Nominal rent to the Port for the first year will be $11,332.28

RECOMMENDATION
Approval

MODIFICATION OF AIRPORT LEASE
THIS MODIFICATION OF AIRPORT LEASE made and entered into this _ day of
., 2019 by and between the PORT OF BELLINGHAM, a Washington municipal
corporation ("Lessor") and BAYSIDE HANGAR LLC ("Lessee"), whose mailing address is 1960
W. Bakerview Rd. Bellingham, WA 98226-9133,

WITNESSETH:
WHEREAS, on September 1, 2009, Lessor and Briar Development Company, LLP
entered into that certain Airport Lease Agreement ("Lease") covering certain premises known as
Lease #16 of the Bellingham International Airport General Binding Site Plan owned by Lessor at
the Bellingham International Airport, and
WHEREAS, on March 1, 2011, the Lessor consented to the Consent to Assignment of
Lease to Wells Fargo Bank for collateral purposes, and
WHEREAS, on August 20, 2013, the Lessor consented to the Consent to Assignment of
Lease from Briar Development Company LLP to Richard R. Haggen, and
WHEREAS, on February 4, 2014, the Lease was modified to adjust the rent in
accordance with Section 3.1.2 of the Lease, add a new paragraph to section 3.1.2 "Rental
Renegotiation", and add a Storm Water Conveyance System section, and
WHEREAS, on May 14, 2018, the Lessor consented to the Consent to Assignment of
Lease from Richard R. Haggen to Bayside Hangar LLC, and
WHEREAS, it is the desire of both parties to modify the Lease, and
NOW THEREFORE, in consideration of the mutual promises and covenants contained
herein, the parties hereto agree to modify the Lease as follows:
1. Rent. As Rent, Lessee agrees to pay Lessor in U.S. Funds effective retroactively from
January 1, 2019 through December 31, 2019, calculated at six dollars and sixty-two cents

($6.62) PSF of the Premises multiplied by nine percent (9%). This formula yields the following
annual rental payment, plus applicable Washington State leasehold tax.
Months/Years *Annyal!y__ *Monthly

January 1,2019-December 31, 2019 $4,577.33 $381.46
*Plus applicable Washington State leasehold tax.

1,1 Lessee shall have the option to pay rents annually in advance and as applicable
to receive a percentage discount on its annual rent, pursuant to the Port Policy then and if in
effect.

2. A new Section 3.1.2(b) is added under Section 3.1 contained under Article III, the

following paragraph shall be added to the Lease and by this reference made part thereof as
follows:

1

3.1.2(b) CPI Adjustment. Base Rent for the Premises shall be subject to annual

adjustment on the first (1st) day of the month of January 2020 and each year thereafter as
follows: The monthly Base Rent rates shall be adjusted on each yearly anniversary date by
using the CPI for all Urban Consumers published by the United States Department of Labor
Bureau of Labor Statistics for the US City Average - not seasonally adjusted. The indexes used
shall be those published for the nearest period preceding the month in which the initial Lease
year begins and the same period preceding the anniversary date. The percentage change from

the earlier index to the later index shall be multiplied by the Base Rent rate at the beginning of
each Lease year and the result added to that beginning Base Rent rate to arrive at the adjusted
Base rent rate which will apply to each of the twelve months of the succeeding year, except in
no event shall the Base Rent rate be less than the original monthly Base Rate. In addition, rents
for the Premises, shall be subject to adjustment pursuant to Section 3.1.2 and 3.1.2(a) "Rental
Adjustment" contained in the Lease.
3. Section 5.1 "Casualty Loss of Lessee, section 5.2 "Insurance" and subsections 5.2.1,

5.2.2 and 5.2.3 contained in the Lease are deleted and replaced as follows:

5.1 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.
5,2 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; (iii) 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

5.2.1 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 cro$s-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.
5.2.2 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.
5.2.3 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.
4. Counterparts and Electronic Transmission. This Agreement may be signed in
counterparts. Electronic transmission of any signed original document and retransmission of any
signed electronic transmission shall be the same as delivery of an original document.

ALL OTHER TERMS AND CONDITIONS of the Lease agreement dated September 1,
2009, as modified, shall remain the same.

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

LESSEE LESSOR
BAYSIDE HANGAR LLC PORT OF BELLINGHAM
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STATE OF WASHINGTON
ss

COUNTY OF WHATCOM
ON THIS.
day of.
., 2019 before me, the undersigned, a Notary Public in and for
the State of Washington, duly commissioned and sworn, personally appeared
and . , known to me to be the

and _ 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.
NOTARY PUBLIC, in and for the State
of Washington, residing at
My commission expires:

STATE OF WASHINGTON:
ss

COUNTY OF WHATCOM :
ON THIS ^ day of \|u^^- 2019, before me, the undersigned, a Notary Public in
and for the State of Washington, duly commissioned and sworn, personally appeared before me
RICHARD R. HAGGEN known to me to be the M^'IA^I U~ ' of BAYSIDE

HANGAR LLC, a Limited Liability Company, and acknovMedged 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 verified that he/she was authorized to execute this document on behalf
of the limited liability company for the uses and purposes therein mentioned.
WITNESS my hand and official seal hereto affixed the day and year first above written.
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Name (Print) C/c^ ^A

PUBLIC, Yn
Tn and ffir tt?e State
NOTARY PUBLIC,

of
residing
at Ke-l|^,<jlf\i;KA
of Washington,
Washington,
residing
at J^dly^c^
My Commission expires: "5/^'2/6'z-j

MODIFICATION OF LEASE
THIS MODIFICATION OF LEASE is made and entered into this _ day of
_, 2019, by and between the PORT OF BELLINGHAM, a
Washington municipal corporation ("Lessor"), and CANYON INDUSTRIES, INC., a
Washington Corporation ("Lessee") whose mailing address is 5500 Blue Heron Lane,

Deming Washington 98224,

WITNESSETH:
WHEREAS, on February 5, 2008, Lessor and Robert G. Reid entered into a
Lease (hereinafter the "Lease") covering approximately 11,500 square feet of certain

premises located at the Bellingham International Airport General Binding Site Plan
owned by the Lessor at the Bellingham International Airport, and
WHEREAS, on February 5, 2008, the Lessor consented to a Consent to

Assignment of Lease from Robert G. Reid to Exploration Air, LLC a Delaware Limited
Liability Company, and
WHEREAS, on August 19, 2008 the Lessor consented a Consent to Assignment
of Lease from Exploration Air, LLC to Hi-Five, Inc., a Washington corporation; and

WHEREAS, on December 16, 2008, the Lease was modified to update the
Lessee's Use of Premises section, and

WHEREAS, on May 14, 2012 the Lessor consented to a Consent to Assignment
of Lease from to Hi-Five, Inc. to Canyon Industries, Inc., a Washington corporation, and

WHEREAS, on July 2, 2013, the Lease was modified to adjust the rent in
accordance with Section 3.1.2 of the Lease,and

WHEREAS, it is the desire of both parties to modify the Lease, and
NOW THEREFORE, in consideration of the mutual promises and covenants
contained herein, the parties hereto agree to modify the Lease as follows:
1. Rent. As Rent, Lessee agrees to pay Lessor in U.S. Funds effective retroactively

from February 1, 2018 through January 31, 2023 as follows:
Exclusive Use Area (8,500 SF):
Months/Years *Annuallv *Month|v

February 1, 2018 - January 31, 2023 $6,754.95 $562.91

Conditional Exclusive Use Area (3,000 SF):
Months/Years *AnnuaUv *Monthly

February 1,2018-January 31, 2023 $1,169.03 $97.42
*Plus applicable Washington State leasehold tax.
2. Counterparts and Electronic Transmission. This Agreement may be signed in
counterparts. Electronic transmission of any signed original document and
retransmission of any signed electronic transmission shall be the same as delivery of an
original document

ALL OTHER TERMS AND CONDITIONS of the Lease agreement dated
February 5, 2008, as modified, shall remain the same.

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

LESSOR LESSEE
CANYON INPUSTRIES, INC. PORT OF BELLINGHAM
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STATE OF WASHINGTON
S3

COUNTY OF WHATCOM

ON THIS _ day of_, 2019 before me, the undersigned, a Notary Public in
and for the State of Washington, duly commissioned and sworn, personally appeared

and _, known to me to be the

and 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.

NOTARY PUBLIC, in and for the State
of Washington, residing at
My commission expires:

STATE OF WASHINGTON:
ss

COUNTY OF WHATCOM :
"-;
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ON THIS I,? day of . ) i\^c\ 2019, before me, the undersigned, a Notary
Public in and for the State of Washington, duly commissioned and sworn, personally
appeared before me RICHARD NEW known to me to be the l-V € S - C'lC H ^~ _ of

CANYON INDUSTRIES INC., a Washington corporation, 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 verified that he/she was authorized to

execute this document on behalf of the limited liability company for the uses and
purposes therein mentioned.
WITNESS my hand and official seal hereto affixed the day and year first above written.
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Name (Print) ^^ ^^^s^
NOTARY PUBLIC, in and for the State
of Washington, residing at A^o^?<?i/i-i
My Commission expires: ,,2. ^ 0) " j2^»
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