COVER MEMO
Briefing Date/Time: September 14, 2026

Staff Contact/Title: Warren Hendrickson, Director of Operations, Acting
Airport Senior Manager, warrenh@portolympia.com,
360-528-8050

Subject: Olympia Hangar Condominium Association Ground
Lease Amendment No. 4

Purpose: O Information Only Decision Needed

Type of Agenda Item:
Consent Calendar

Tenant Snapshot:

Lease Name: Olympia Hangar Condominium Association
Leased Address: Olympia Regional Airport, Tumwater, WA

Lease Type: Ground Lease — Airport

Lease Effective Date: October 1, 1996

Original Term: Thirty (30) years + One (1) 30-year renewal option
Use: Leasehold condominium for 19 airplane hangars
Employees: N/A (non-profit condominium association of 19

individual hangar owners)

Background:
The Port entered into a Ground Lease dated October 1, 1996, with H.U., Inc. d/b/a

Hangars Unlimited, Inc. for construction of airplane hangars at the Olympia Regional
Airport. The lease included provisions allowing the creation of a leasehold
condominium.

A Condominium Declaration was filed with Thurston County on May 14, 1997,
establishing the Olympia Hangar Condominium Association as a Washington non-profit
corporation. The Association was assigned all rights, title, and interest in the lease and
premises.

This lease has been amended three times: Amendment No. 1 (October 4, 2001)
extended the option period for additional land; Amendment No. 2 (December 12, 2012)
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changed the rent revision method and adjusted rent and surety; and Amendment No. 3
(December 12, 2016) revised the manner in which rent is calculated and adjusted for the
remainder of the lease term and adjusted surety.

The original lease term of thirty years runs from October 1, 1996 through September 30,
2026. The lease includes a single option to renew for an additional thirty years. The
Tenant provided the required advance written notice to exercise this option on
November 5, 2025.

Current Federal Aviation Administration (FAA) guidance (Order 5190.6C) states that
aeronautical land leases should not exceed fifty years in total duration after all options
have been exercised. This particular lease was executed prior to the FAA establishing
such guidance. With this amendment, the Port is simply honoring its contractual
commitment per the terms of the original lease and is not establishing a new precedent.

Amendment No. 4 memorializes the Tenant's exercise of the final renewal option,
extending the term for an additional thirty years commencing October 1, 2026 and
ending September 30, 2056. This amendment confirms there are no additional options
to extend the term beyond September 30, 2056.

The amendment also adjusts the monthly rent to meet the current Commission-
approved rate of $0.48 per square foot, with 3% annual increases and adjustments to
the Commission-approved rate every 5 years (rent shall not be reduced).

The Tenant has requested and the Port has agreed to calculate the Minimum Ground
Rent for the entire five-year term and divide by 60 months for a level monthly payment
over the five-year term of $2,257.17 plus leasehold excise tax. The surety requirement is
adjusted to $30,563.88.

Summary and Annual Financial Impact:
e Current monthly lease payment through September 30, 2026: $1,315.40 plus LET
(currently 12.84%)
o Annual: $15,784.80
e Averaged monthly payment over the 5-year term: $2,257.17 plus LET (currently
12.84%)
o Total 5-year term rent: $135,429.72 ($27,085.94 annually)
e Annual revenue increase over current 2026-2031: $11,301.14
e After the initial 5-year period, rent will be adjusted to the then Commission-
approved rate but under no terms shall be reduced, with 3% annual increases and
10% escalation every 5 years.




Rent Schedule for the First 5-Year Term:

Term Period Monthly Rent LET (12.84%) Annual Rent Annual Security
10/1/2026-9/30/2027 $2,125.75 $272.95 $25,509.00  $28,784.40
10/1/2027-9/30/2028 $2,189.50 $281.13 $26,274.00 $29,647.56
10/1/2028-9/30/2029 $2,255.19 $289.57 $27,062.28 $30,537.12
10/1/2029-9/30/2030 $2,322.85 $298.25 $27,874.20 $31,453.20
10/1/2030-9/30/2031 $2,392.54 $307.20 $28,710.48 $32,396.88

Total for 5-Year Term: $135,429.72
Total Monthly (averaged): $2,257.16 + $289.82 LET

Alignment with Vision 2050:

This lease amendment supports multiple Vision 2050 goals by advancing long-term
economic development at the Olympia Regional Airport. Extending the lease term
enables the Port to retain a stable tenant presence at the airport, consistent with Vision
2050's Goal to maximize the economic and community value of the Olympia Regional
Airport in accordance with FAA Master Plan regulations (Action #34: Support non-air-
dependent manufacturing at airport properties).

The hangar condominium provides private airplane storage and aviation services,
aligning with the airport’s core mission and Vision 2050 goals to support aviation-
related uses and business activity. The lease renewal also supports Vision 2050's broader
economic development goals (Goal: Leverage the Port's unique statutory authority to
catalyze economic opportunities) by maintaining productive use of Port-owned land
and ensuring continued revenue from airport properties. The individual hangar owners
who make up the condominium association represent private investment in Port
facilities, consistent with Vision 2050's emphasis on leveraging Port properties for
economic activity and community benefit.

Environmental Considerations:
The lease premises are located within the Port’s Airport District. The tenant actively
works with the Department of Ecology and the City of Tumwater to comply with all

environmental regulations and practices.



Alternatives Considered

1.

Approve Olympia Hangar Condominium Association Ground Lease Amendment
No. 4.

Result: The Tenant's exercise of the renewal option is memorialized, extending the
lease through September 30, 2056. Rent and surety are adjusted to current
Commission-approved rates, ensuring fair market value. The hangar
condominium continues to operate, preserving private investment and aviation
activity at the airport.

Do not approve Olympia Hangar Condominium Association Ground Lease
Amendment No. 4.

Result: Failure to approve would be inconsistent with the Tenant’s contractual
renewal right under the original lease. The Tenant provided timely notice
exercising the option, and the lease terms provide for this renewal. Non-approval
could expose the Port to potential claims.

Staff Recommendation:

Approve Olympia Hangar Condominium Association Lease Amendment No. 4 as
presented.

Documents Attached:

Olympia Hangar Condominium Association Lease Amendment No. 4.



