
STATE OF HAWAII 
DEPARTMENT OF LAND AND NATURAL RESOURCES 

Division of Boating and Ocean Recreation 
Honolulu, Hawaii 96819 

October 27, 2023 

Chairperson and Members 
Board of Land and Natural Resources 

Land Board Members: 

SUBJECT: Consent to Sublease Under Harbor Lease No. H-83-2, Kona Marine 
Holdings, LLC, Lessee, to C  Activities, Inc., a Hawaii Domestic 
Profit Company, Sublessee, Honokohau Small Boat Harbor, Kailua-
Kona, North Kona, Hawaii Island, Hawaii, Tax Map Key: (3) 7-4-
008:040. 

APPLICANT: 

Kona Marine Holdings, LLC, a Delaware limited liability company, whose mailing address 
is 74-381 Kealakehe Parkway, Kailua-Kona, HI 96740, as Sublessor, to:  

Activities, Inc., a Hawaii domestic profit corporation, whose mailing address is 74-425 
Kealakehe Parkway #1, Kailua-Kona, HI 96740, as Sublessee. 

LEGAL REFERENCE: 

Section 171-36(a)(6), Hawaii Revised Statutes, as amended. 

LOCATION: 

A portion of Government lands situated at the Honokohau Small Boat Harbor, Kailua-
Kona, North Kona, Hawaii Island, Hawaii, Tax Map Key: (3) 7-4-008:040, as shown on 
the map labeled EXHIBIT A and attached hereto. 

LEASE AREA: 

Total lease area is 13,300 square feet, consisting of 10,000 square feet of fast land and 
3,300 square feet of submerged land, more or less.   

Item J-2
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SUBLEASE LOCATION AND AREA: 

Approximately 661 square feet, more or less, as shown on the map labeled EXHIBIT B
and attached hereto. 

TRUST LAND STATUS: 

Section 5(b) lands of the Hawaii Admission Act:  YES X   NO __ 

DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: YES __  NO X

LEASE CHARACTER OF USE: 

Kona Marine Holdings, LLC Harbor Lease No. H-83-2 , 
in its entirety: 

marine fueling facility and service station which may include but not be limited to the 
following: 

A. The LESSEE shall have the right to use the leased premises to sell, advertise for
sale, or otherwise contract for sale all types of fuel, oil and lubricants normally used
by small boats and to offer for sale or hire any and all good and services reasonably
necessary and incidental to the conduct by the LESSEE of such marine fueling
facility.

B. The LESSEE shall be allowed to install vending machines for the purpose of selling
soft drinks, cigarettes, candies, sandwiches and other similar items. In, addition,
the LESSEE shall be allowed to sell fishing gear, batteries, sparkplugs, packaged
ice, packaged soft drinks, packaged beer and wine, and other fishing and boat
equipment and supplies normally incidental to the operation of this type of facility.

C. The categories of items allowed in the preceding paragraphs are not intended to
be exclusive. However, any item not falling within the above categories shall be
offered for hire or sale only with the prior approval of the LESSOR.

D. The LESSEE shall have the exclusive right to occupy and use the demised
premises for proper fueling purposes during such period of the lease term as the
LESSEE is not in default hereunder. The LESSOR shall revoke all tank truck
fueling permits for Honokohau Boat Harbor immediately after receiving notice in
writing from the LESSEE that it is ready and able to commence its fueling
operations. No tank truck fueling permit shall be issued during the lease term.

Boat Harbor under the terms of this Lease is non-exclusive, the LESSOR reserving 
the right to continue existing facilities or to provide such additional or similar 
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facilities as the interest of the public may require. 

E. The use of the easement shall be for fueling and servicing of vessels only.

F. The LESSEE shall not use the premises, nor any portion thereof, nor permit any
of the same to be used by any of its employees, officers, agents, invitees or guest
for any of the following purposes:

1. A restaurant or lunch counter operation.
2. Boat brokerage, or ship construction, repair or overhaul facilities.
3. Ship chandlery except to the extent permitted under paragraph B above.
4. To do any act which results or may result in the creation or commission or

maintenance of a nuisance on said premises. The LESSEE shall also not cause
or produce or permit to be caused or produced upon the premises, or to
emanate therefrom, any unusually offensive sounds, or any noxious or
objectionable smokes, gases, vapors, or odors.

5. For any illegal purposes.
6. For permanent lodging or sleeping purposes. However, a rest area for

employees for their comfort and convenience during working hours is allowed.
7. The sale or service of any intoxicating beverage except to the extent permitted

SUBLEASE CHARACTER OF USE: 

For an office for operating a marine activities business and for retail of associated dry 
goods. 

TERM OF MASTER LEASE: 

Fifty-Five (55) years. 

Original term of Harbor Lease No. H-83-2 of thirty-five (35) years commencing November 
27, 1984, and ending November 26, 2019. 

At its meeting on August 28, 2009, under agenda item J-2, the Board approved a twenty
(20) year extension commencing November 27, 2019, and ending on November 26, 2039.
The last rental reopening occurred on November 27, 2019, and the next rental reopening
is scheduled for November 27, 2024.

TERM OF SUBLEASE: 

Original term of one (1) year, commencing July 1, 2021. Under Section 21 of the sublease 
document (EXHIBIT C), it states: 
sublease shall automatically renew on a month to month basis.   
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ANNUAL LEASE RENTAL: 

Currently $28,620 per annum or 5% of the annual gross receipts, whichever is greater. 

ANNUAL SUBLEASE RENTAL: 

As of July 1, 2023, the annual rent equates to $19,996.01. 

DCCA VERIFICATION: 

SUBLESSOR: 

Place of business registration confirmed: YES  X NO 
Registered business name confirmed: YES  X NO 
Good standing confirmed: YES  X NO 

SUBLESSEE: 

Place of business registration confirmed: YES  X NO 
Registered business name confirmed: YES  X NO 
Good standing confirmed: YES  X NO 

BACKGROUND 

On July 19, 1983, the State of Hawaii, Department of Transportation, Harbors Division 
(DOT-H), as Lessor, entered into Harbor Lease No. H-83-2, with Kona U-Cart, Inc., as 
Lessee, who was the highest bidder at the public auction. The lease established a marine 
fueling facility at Honokohau Small Boat Harbor. The lease was issued for a term of 35 
years and covers a total area of 13,300 square feet, of which 10,000 square feet is fast 
land and 3,300 square feet is submerged land. 

The lease was amended November 10, 1983, by mutual consent, moving the same area 
of the demised premises approximately 30 feet south due to DOT-H plans to widen the 
main harbor channel. 

On September 10, 1984, Kona U-Cart, Inc. changed its name to Kona Fuel & Marine, Inc. 
-H consented to the retroactive amendment of

the name of the Lessee in the lease to reflect the change in corporate name.

In 1989, James and Diane Dahlberg acquired KFM with funding from a first mortgage 
from Ban

In 1993, the Dahlbergs fell into arrears with the State. Lenders and BOA jointly filed for 
foreclosure. While Lenders negotiated with BOA to acquire the first mortgage, Lenders 
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entered into an agreement with Island Petroleum, Inc. to loan funds to Lenders to pay off 
BOA. 

On November 15, 1993, KFM was involuntarily dissolved. 

On November 15, 1994, Lenders entered into a Petroleum Supply Agreement with Island 
Petroleum, Inc. to supply fuel. 

On December 28, 1994, a different corporate entity with the same name as the prior 

lease interest in lieu of foreclosure. 

On August 28, 2009, under item J-2, the Board approved the consent to assignment, 
mortgage, and amendment to extend the lease term for Harbor Lease No. H-83-2, from 
Kona Fuel & Marine, Inc., Assignor, to Kona Marine Holdings, LLC, Assignee. 

On December 11, 2009, under item J-3, the Board approved the consent to assignment, 
update of subleases and assignment of Petroleum Supply Agreement for Harbor Lease 
No. H-83-2, from Kona Fuel & Marine, Inc., Assignor, to Kona Marine Holdings, LLC, 
Assignee. 

REMARKS: 

The rental income from this sublease, in addition to its other sublease rental income and 

percentage rent. 

Kona Marine  sublease requires the sublessee to carry liability insurance 
coverage of $1,000,000. 
leases for general liability insurance, which have limits of at least $1,000,000 for each
occurrence and $2,000,000 aggregate. 

Staff recommends that the be changed 
to bring them in line with those contained in State leases and be issued by insurance 
carriers licensed to do business in the State of Hawaii with an AM Best rating of not less 

- 

Staff recommends the Board consent to the sublease under Harbor Lease No. H-83-2, 

RECOMMENDATION: 

That the Board consent to the sublease under Harbor Lease No. H-83-2 between Kona 
Marine Holdings, LLC, as Sublessor  Activities Inc., subject to any 
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applicable conditions cited above which are by this reference incorporated herein and 
further subject to the following terms and conditions:

1. Sublessees general liability insurance policies shall:

a) Contain limits in an amount of at least $1,000,000 for each occurrence and
$2,000,000 aggregate;

b) Be issued by carriers licensed to do business in the State of Hawaii, with an
AM Best rating of at least A-, VIII;

c) Name the State of Hawaii as additional insured;

2. The standard terms and conditions of the most current consent to sublease form,
as may be amended from time to time;

3. Review and approval by the Department of the Attorney General; and

4. Such other terms and conditions as may be prescribed by the Chairperson to best
serve the interests of the State.

Respectfully Submitted,

_____________________________________
EDWARD R. UNDERWOOD, Administrator
Division of Boating and Ocean Recreation

APPROVED FOR SUBMITTAL:

_________________________________________
DAWN N. S. CHANG, Chairperson
Board of Land and Natural Resources

Attachments:
A Site Location
B Sublessee location on the Premises
C Sublease Agreement between Kona Marine Holdings, LLC and 



Exhibit A

Site Location
Honokohau Small Boat Harbor, Hawaii Island

Kona Marine Holdings, LLC
Approx. 13,300 square feet 

(10,000 sf of fast land & 
3,300 sf of submerged land)

Exhibit A



Exhibit B

“C” Activities, Inc. located in Suite “A”

Exhibit B
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