
Item J-2 

STATE OF HAWAII 
DEPARTMENT OF LAND AND NATURAL RESOURCES 

 Division of Boating and Ocean Recreation 
Honolulu, Hawaii 96819 

 
March 9, 2018 

 
Chairperson and Members 
Board of Land and Natural Resources 
State of Hawaii 
Honolulu, Hawaii 
 
Land Board Members: 
 

SUBJECT: TERMINATION OF BOATING LEASE NO. B-11-01, DATED APRIL 1, 
2011 BEWTWEEN THE STATE OF HAWAII, LESSOR, AND THE 
SANDBAR GROUP, INC., LESSEE; LOCATED AT HEEIA SMALL 
BOAT HARBOR, OAHU, HAWAII, TAX MAP KEY: (1) 4-6-006:067 
PORTION 

 
APPLICANT:   
 
Department of Land and Natural Resources, Division of Boating and Ocean Recreation 
(DOBOR) 

 
LEGAL REFERENCE: 
 
Sections 171-20, 21, 39, and other applicable sections of Chapter 171, Hawaii Revised Statutes 
(HRS), as amended. 
 
LOCATION: 
 
Portion of Government lands situated at He’eia Kea Small Boat Harbor, He’eia, Koolaupoko, 
Oahu, Hawaii, Identified by Tax Map Key: (1) 4-6-006:067 (Por) as shown on the attached map 
labeled EXHIBIT A. 
 
AREA: 
 
The area of the agreement is comprised of the following:  
Parcel 1 containing an area of 980 square feet,  
Parcel 2 containing an area of 1,020 square feet,  
Parcel 3 containing an area of 2,244 square feet,  
Pipeline easement containing an area of 970 square feet and 
as shown and delineated on the attached survey labeled EXHIBIT B. 
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ZONING: 
 
State Land Use District: Urban 
County of Honolulu:  CZO: P-2 General Preservation District 
 
TRUST LAND STATUS: 
 
Section 5(b) lands of the Hawaii Admission Act:  YES X    
DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: YES __  NO X 
 
CURRENT USE STATUS: 
 
Encumbered by Boating Lease No. B-11-01, Sandbar Group, Inc., (Lessee), for petroleum storage 
tanks, facilities and waste oil containment system, dockside fueling operation, sewage pump out 
system and for a convenience store, ships chandlery, over the counter snack bar and ice house.  
Also encumbered by a pipeline easement.  Lease to expire on March 31, 2046. 
 
CHARACTER OF USE: 
 
Parcel 1 for petroleum storage tanks and facilities and a waste oil containment system;  
Parcel 2 for dockside fueling operations and sewage pump-out system;  
Parcel 3 for convenience store, ships chandlery, over-the-counter snack bar and ice house.  
Pipeline easement for subsurface pipeline for transmission of petroleum products only and as a 
right-of-way for transmission of petroleum products only and as a right-of-way for the installation, 
repair, maintenance and replacement of said subsurface pipeline purposes.   
 
TERM OF LEASE: 
 
35 years, commencing on April 1, 2011 and expiring on March 31, 2046. 
 
ANNUAL RENTAL: 
 
$37,812.60 per annum, or as stated in the Lease per section A.  Annual Rent “… The greater of 
the minimum annual base rent or annual percentage rent …”.  Section C.2  Percentage rent for the 
first fifteen (15) years shall be equal to five percent (5.0%) of the annual gross revenues.  
 
COLLATERAL SECURITY DEPOSIT: 
 
March 13, 2015, Item J-2, Board approved a onetime annual rental performance bond of 
$37,813.00 and to revisit the annual rental performance bond in five years. 
 
DCCA VERIFICATION: 
 

Place of business registration confirmed: YES   X                 
Registered business name confirmed:  YES   X                 
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Applicant not in-good standing confirmed: YES   X                 
 
BACKGROUND: 
 
On April 1, 2011, DOBOR entered into a thirty-five (35) year agreement with the Lessee to lease 
three parcels of land area at He’eia Kea Small Boat Harbor (HSBH).  Two of the parcels provide 
fuel to boaters and the third parcel provides a food, merchandise, and ship chandlery.  Pursuant 
to Section D.  Rent Waiver.  For the first (1st) year, the annual base rent is waived, however the 
Lessee shall pay, on a quarterly basis as described above, the gross percentage fees of five 
percent (5%) collected during the first year.   
 
On February 6, 2015, DOBOR issued a Notice of Default (NOD) to Sandbar Group, Inc. 
(Lessee) for failure to pay rent and remit the required performance bond. 
 
On March 13, 2015, Item J-2, the Board of Land and Natural Resources (Board), approved a 
payment plan for the Lessee to resolve the back rent from 2012, along with the late fees and to 
resolve the performance bond, both within the year.  The Board also approved the performance 
bond to be lowered from two times the annual rental to one time the annual rental.  In June 2016, 
the Lessee had cured the back rent along with the late fees of approximately $60,000.00.   
 
As of June 30, 2016, the interest fees of $16,751.33 remained outstanding.  On July 22, 2016, 
Item J-1, the Board authorized the waiver of the interest fees of $16,751.33 with the condition 
that it be applied to the commitment of the Lessee to procure a fuel truck and have it operational   
by the end of 2016.  Also, the Board directed DOBOR to revisit the annual rental performance 
bond in five years.   
 
On February 15, 2017, DOBOR informed the Lessee by a second NOD were not in compliance 
with the terms of their lease for failure to provide fuel services and acquire the required 
performance bond.  The Lessee was given fourteen days to rectify the defaults.  On March 15, 
2017, Mr. David Rodriguez, a partner with the Lessee, had obtained the required performance 
bond amount with DOBOR in the amount of $37,813.00.  The fuel operation remained sporadic 
and fuel was not offered on a consistent basis. 
 
On October 9, 2017, DOBOR informed the Lessee by a third NOD that the Lessee’s business 
registration with the State of Hawai’i, Department of Commerce and Consumer Affairs (DCCA), 
was not in good standing.  As of February 14, 2018, the DCCA website showed that the Lessee 
was in good standings with the State of Hawai’i.  In addition, the Lessee was reminded of the 
second NOD, dated February 15, 2017, that they were still in default for failure to provide fuel 
services.  The Lessee was then given sixty (60) days from the date of certified receipt of this 
NOD to cure or remedy the business registration and lack of fuel services. 
 
On December 12, 2017, DOBOR informed the Lessee by letter, that our records indicated the 
Commercial General Liability Insurance had expired and to submit a current Certificate of 
Insurance (COI).  As of February 21, 2018, we have not received an updated COI. 
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