STATE OF HAWAI'l
DEPARTMENT OF LAND AND NATURAL RESOURCES
Division of Boating and Ocean Recreation
Honolulu, Hawai’i 96819

November 8, 2024

Chairperson and Members

Board of Land and Natural Resources

State of Hawai‘i

Honolulu, Hawai'i

Land Board Members:

SUBJECT: Consent to Subleases Under Harbor Lease No. H-82-4, GKM, Inc.,
Lessee, to Douglas Armfield, an Individual, as Sublessee,
Kealakehe, North Kona, Hawai‘i, Tax Map Key: (3) 7-4-008:042.

APPLICANT:

GKM, Inc. a Hawai'i corporation, as Sublessor, whose mailing address is 74-425
Kealakehe Parkway, Kealakehe, Kailua-Kona, Hawai'i to:

Douglas Armfield, a Hawai‘i individual, as Sublessee.

LEGAL REFERENCE:

Section 171-36(a)(6), Hawai‘i Revised Statutes, as amended.

LOCATION:

Portion of Government lands of Honokohau Small Boat Harbor situated at Kealakehe,
North Kona, Hawai'i, identified by Tax Map Key: (3) 7-4-008:042, as shown on the
attached map labeled Exhibits A-1 and A-2.

LEASE AREA:

Total lease area is 177,860 square feet, consisting of fast and submerged lands, more or
less.

SUBLEASE AREA:

3,000 square feet, more or less.

TRUST LAND STATUS:
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Section 5(b) lands of the Hawai‘i Admission Act
DHHL 30% entitlement lands pursuant to the Hawai‘i State Constitution: No

LEASE CHARACTER OF USE:

GKM, Inc., Lease No. H-82-4 relative to “use” reads, in part:

“for the construction of certain improvements which shall be used principally for marine
or marine-related activities which shall include the following:

Sales:

1. Marine hardware and supplies

2. Marine paints and other finish material
Services:

1. The construction, operation, and maintenance of a boat haul-out facility for boat
repair and storage

2. Repair facility for the maintenance and repair of boats

3. Marine workshop facilities

4, Rigging and swaging for vessels

5. Administrative offices for boat repair and storage facilities

6. The submerged land shall be used exclusively for the berthing of vessels for

servicing and repair and the adjacent land area for use as a work dock area

The following additional marine-related activities may also be conducted within the
demised premises upon prior written approval by the Lessor.

Sales:

1. Sailboats and power boats and other watercraft (new and brokerage)
2. Charts, maps, and nautical publications

3. Navigation instruments and supplies

4, Marine electrical and electronic gear and radios

5. Fishing tackle, lures, ice, and fresh bait
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6. Outboard and inboard engines and supplies.

Services:

1. Sail making, canvas goods and repair

2. Repair and maintenance of marine electrical and electronic equipment

3. Marine surveys

4, The construction, operation and maintenance of vessels and marine equipment

storage facilities

5. Scuba/skin diving services associated with marine repair and salvage

6. Repair and maintenance of marine instruments and navigation equipment
7. Marine upholstery, draperies, and interior finishes

8. Repair facility for the maintenance and repair of boats

9. Cold storage facility or icehouse

10. Vending machines for the sale of sandwiches, snacks, hot and cold drinks,
candies, cigarettes, etc.

11.  Other related activities as approved in writing by the Lessor

The Lessee is made aware that the Lessor does not guarantee that the additional
permitted activities listed above shall be for the exclusive use of the Lessee within the
boundaries of the Honokohau Small Boat Harbor.”

SUBLEASE CHARACTER OF USE:

Work shed for vessel repair, rebuild, and maintenance and storage facility for marine parts
and supplies. There shall be no retail or wholesale sales of any kind.

TERM OF LEASE:

Fifty-five (55) years.

Original term of thirty-five (35) years commencing April 1, 1984, and ending on March 31,
2019.

At its meeting on March 24, 2006, under agenda item J-1, the Board approved a twenty
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(20) year lease extension commencing April 1, 2019, and end on March 31, 2039.

TERM OF SUBLEASE:

December 1, 2021, to November 30, 2026. (See Exhibit B).

ANNUAL RENTAL:

Rent for the first 5 years was set at $25,000 per year and renegotiates at 5-year intervals.

Original Lease Term (35 Years)

April 1, 1984, to March 31, 1989 - $25,000/year
April 1, 1989, to March 31, 1994 - $60,000/year
April 1, 1994, to March 31, 1999 - $60,000/year
April 1, 1999, to March 31, 2004 - $60,000/year
April 1, 2004, to March 31, 2009 - $70,500/year
April 1, 2009, to March 31, 2014 - $70,500/year
April 1, 2014, to March 31, 2019 - $120,184/year

Extended Lease Term (20 Years)

April 1, 2019, to March 31, 2024 - $200,000/year
April 1, 2024, to March 31, 2029 — Rent Reopens
April 1, 2029, to March 31, 2034 — Rent Reopens
April 1, 2034, to March 31, 2039 — Rent Reopens

ANNUAL SUBLEASE RENTAL:

Douglas Armfield (Space 26): $45,939.60

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
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REMARKS:

Harbor Lease No. H-82-4 (“Lease”) was sold at public auction in 1982 to Gentry-Pacific,
LTD. (“Gentry”). The lease was executed on April 8, 1983, with term of thirty-five years
beginning April 1, 1984, and ending March 31, 2019.

On October 15, 2002, Gentry assigned the lease to GKM, Inc. (“GKM”).

At its meeting held on March 24, 2006, under agenda item J-1, the Board agreed to the
extension of the lease for an additional twenty years, from April 1, 2019, through March
31, 2039.

At its meeting held on June 12, 2020, under agenda J-2, the Board approved the mediated
rent settlement of $200,000 per year for the period commencing April 1, 2019, and ending
March 31, 2024.

GKM's sublease requires the sublessee to carry liability insurance naming the lessee and
lessee’s agent as additional insured. Staff requests that the State of Hawai‘i also be
named as additional insured on the sublessee’s liability insurance policy.

RECOMMENDATION:

That the Board consents to the sublease under Harbor Lease No. H-82-4 between GKM,
Inc., as Sublessor, and Douglas Armfield, as Sublessee, for Space 26 subject to any
applicable conditions cited above which are by this reference incorporated herein and
further subject to the following terms and conditions:

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

2. Require sublessee to name the State of Hawai‘i as additional insured,;
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,

MEGHAN L. STATTS, Administrator
Division of Boating and Ocean Recreation
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APPROVED FOR SUBMITTAL:

=

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

Attachments:
A-1 Site Plan
A-2  Site Plan

B Douglas Armfield Sublease (Space 26)



Exhibit A-1
GKM, Inc.

Honokohau Small Boat Harbor

Exhibit A-1
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24A — VACANT

24B - VACANT

24C — Hawaii Data Center LLC

24D - VACANT

26 — Armfield, Douglas

Exhibit A-2

GMK, Inc. Honokohau
Sublessee’s

22 — Lito’s Marine LLC

18 — Painting Akazawa LLC

17 — Keoni’s Point of View, LLC

17

21

4 & 5 - Honokohau Food Services, Inc. dba Harbor House

23-Delj 15t |
24-Office 2p f|

Exhibit A-2

10 — Honokohau Machine &
Tool LLC

11 - Goose’s Edge, Inc. dba
Top Shape Marine

12 — Goose’s Edge, Inc. dba

Boat Storage

Top Shape Marine

13 — The Kona Boat Club, Inc.

14 — Hang Loose Boat Tours

15 — Commander, CG SILC
Product Line Division (USCG)

13

14

16 — The Charter Locker

9 — Goose’s Edge, Inc. DBA
Kona Marine Supply

15 | 16
8B — Kona Coast Marine, Inc. EXPIRED

\ 8A — Csige Tackle LLC

7 — Kona Coast Marine, Inc. EXPIRED

6 — VACANT

— LT

1 - Bite Me Logo Corp.

~

3B — Pacfic Boat & Yachts,
LLC







Exhibit B

GENTRYS KONA MARINA SUBLEASE

SPACE No. 26

Lessor: GKM, INC.
Lessee: Douglas Armfield
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16.1 Surrender of PremiSes ........cooceiieiiiiiiieii e
16.2 Liquidated Damages .........oceeouereeieneenieneirenee et
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17.3 Hawaii Law .. .
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17.5 Notices ..
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17.8 Severability ...
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Section 3.2 shall be adjusted prorata for such shortened period. Lessor shall have the right, in the
event of unusual or extraordinary maintenance and operating expenses, to assess and collect, as
additional rent, either as a one time or continuing charge, additional sums under this Section 3.2 to
pay such expenses without affecting the Lessee's liability for the monthly sums hereinabove
described.



fu






Am

T YYAJLL VI LTUIDA@AIILL. 11w 1L/WOOVWeY OLIALD UL WOW UIvw PIWILIAOWD 143 Gy LILWIIAIWA L3y Yyais

constitute waste, nuisance or unreasonable annoyance.

5.5  Vacation and Abandonment. The Lessee shall not vacate or abandon the premises
at any time during the term.
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the premises results in any contamination of the premises, the soil, surface water, groundwater, air,
or sea, above, under or around the premises (i) requiring remediation under federal, state or local
statutes, ordinances, regulations or policies, or (ii) at levels which are unacceptable to Lessor, in
Lessor's sole and absolute discretion, Lessee agrees to clean-up the contamination immediately, at
Lessee's sole cost and expense. Lessee further agrees to indemnify, defend and hold Lessor

7



fu
requirements in any way relating to or affecting the premises or storage of hazardous materials.

5.8 Rules and Regulations. [.essor shall have the right to promulgate rules and
regulations to police, regulate traffic in and control parking and common area use (including
controlled access and employee parking), restrict tenant advertising and displays within the
Property and otherwise regulate and control the Property, and amend the same from time to time,

8
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ARTICLE VIII
DISCLAIMER OF LIABILITY AND INBEMNITY
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the entire term cause the improvements now or hereafter located on the premlses to be insured
under a "Special Form" policy against loss or damage by earthquake, hurricane, flood, fire with
extended coverage, inflation guard, vandalism and malicious mischief endorsements and
demolition clause, if applicable, to the extent of the full replacement cost without deduction for
depreciation. The insurance policy or policies shall be issued in the name of the Lessor, the Lessee

12
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be dep031ted w1th the Lessor and (ii) upon written request of the Lessor, such blanket policy shall
irrevocably allocate to the premises (both realtyand personalty severally) as the first payable loss

under such policy the specific amount of coverage required to be carried by the Lessee under this
lease.

13
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11.1  Definitions.

(a) "Condemnation" means (i) the exercise of any governmental power, whether by legal
proceedings or otherwise, by a condemnor and (ii) a voluntary sale or transfer by the Lessor to any
condemnor, either under threat of condemnation or while legal proceedings for condemnation are
pending.

(b) "Date of taking" means the date the condemnor has the right to possession of the
property being condemned.

(c) "Award" means all compensation, damages, sums, or anything of value awarded,
paid, or received on a total or partial condemnation.

(d) "Condemnor" means any public or quasi-public authority or private corporation or
individual having power of condemnation.

15
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leasehold interest, and for merchandise, furniture, fixtures, equipment and other personal property
of Lessee or business interruption.

ARTICLE XII

TRANSFERS



reorganization of the Lessee, or the transfer of a controlling percentage of the stock, or the sale of
fifty percent of the value of the assets of the Lessee, shall be deemed a voluntary assignment.

If Lessee is a limited liability company, any sale or transfer of any management interest or

more than fifty percent of the ownership interest shall be deemed a voluntary assignment.

12.3  Involuntary Assignment. No interest of the Lessee in this lease shall be assignable
by operation of law (including, without limitation, the transfer of this lease by testacy or intestacy).
Each of the following acts shall be considered an involuntary assignment:

(a) If the Lessee is or becomes bankrupt or insolvent, makes an assignment for the
benefit of creditors, or institutes a proceeding under the Bankruptcy Act in which the Lessee is the
bankrupt; or, if the Lessee is a partnership or consists or more than one person or entity, if any
partner of the partnership or other person or entity is or becomes bankrupt or insolvent or makes an
assignment for the benefit of creditors;

(b) If a writ of attachment or execution is levied on this lease;

(c) If, in any proceeding or action to which the Lessee is a party, a receiver is appointed
with authority to take possession of the premises.

17 A4 Effont af Tnunluntarm, Accianmant An inunliintaru accianmont chall nanctitute a



to cure the default within the thirty-day period and diligently and in good faith conti_r;L‘lefs;t‘(-)V(;;J'l:e’:Vti{e
default.
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Neither the filing of a petition for the appointment of a receiver nor the appointment itself shall
constitute an election by Lessor to terminate this lease.

19
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the premises other than Lessee's trade fixtures and operating equlpment shall become the property
of Lessor and shall remain upon and be surrendered with the premises as a part thereof, without
disturbance, molestation or injury, and without credit to Lessee, its sublessees, concessionaires or
licensees. On or before the last day of the term or the sooner termination hereof, Lessee, if not then

21
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interest, for purposes of executing, recording and acknowledgmg any such Declaratlon or
amendment for and on behalf of Lessee.

17.7 Rent Payable in U.S. Money. Rent and all other sums payable under this lease
must be paid in lawful money of the United Staies of America.

23
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to deliver the cemﬁcate for the beneﬁt of the party requesting the certificate and any successor to
the party requesting the certificate, that this lease is in full force and effect and has not been
modified except as may be represented by the party requesting the certificate.
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TRANSPORTATION as Lessor (the Master Lessor) and GENTRY-PACIFIC, LTD., as Lessee,
recorded in Book 17799, Page 314, in the Burcau of Conveyances of the State of Hdwau which
Harbor Lease was, (a) by mesne assignment, assigned to the Lessor herein by that certain
unrecorded Assignment of Lease dated October 15, 2002, consent thereto given by the State of
Hawaii, Board of Land and Natural Resources, by unrecorded instrument executed March 19,

25
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hereunder (other than the nonpayment of rent or other sums expressly due and payable under this
lease), such dispute or claim shall be submitted to binding arbitration by a single arbitrator,

pursuant to the provisions of Hawaii Revised Statutes Chapter 658A, as amended ("Chapter 658A")
and this Article XIX.

(b) Appointment of Arbitrator. Except as otherwise provided in Subsection (d) below,

26
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STATE OF HAWAII )
COUNTY OF HAWAII )

On this day of , , before me personally appeared

N ___,to me personally known, who, being by me duly sworn or affirmed, did
say that such person executed the foregoing instrument as the free act and deed of such person, and
if applicable in the capacity shown, having been duly authorized to execute such instrument in such
capacity.

Name:
Notary Public, State of Hawaii

My commission expires:

30
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paragraph is true and correct.

WITNESS my hand and official seal. a
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Signature
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sq. ft. (Approximate total leasable square feet in Gentry's Kona Marina) = 4.23%
(Lessee's percentage share of real property taxes and assessments on all land in
GKM)

B. Computation on buildings and improvements - Lessee's weighted percentage share

of taxes and assessments for buildings and improvements is computed as follows:

"Class 1", which is 25,827 sq. ft. (and is to be weighted 6.7) x 6.7 = 173,041 sq. ft.
(which is the weighted amount of Class I improvements)

"Class I1", which is 12,880 sq. ft. (and is to be weighted 2.0) x 2.0 = 25,760 sq. ft.
which is the weighted amount of Class 1l improvements)

Total weighted amount of Class [ and I improvements = 198,801 sq. ft.
3,000 sq. ft of Class 11 Area (Lessee's Space) x 2.0, which is Class [T weight = 6,000 sq. ft.

(Lessee's weighted space)/198,801 (total weighted space) = 3.02% (Lessee's percentage share of
real property taxes and assessments on all buildings)



1. Section 3.2: Computation of Lessee's percentage share of Property maintenance and
operating expenses.

Lessee's weighted percentage share of Property maintenance and operating expenses is
computed as follows:

"Class I", which is 25,827 sq. ft. (and is to be weighted 6.7) x 6.7 173,041 sq. ft.

"Class II", which is 12,880 sq. ft. (and is to be weighted 2.0) x 2.0

25,760 sq. ft.
"Class I11", which is 32,210 sq. ft. (and is to be weighted 1.0) x 1.0 = 32,210 sq. ft.
Total weighted amount of Class I, IT and 11} spaces = 231,011 sq. ft.

3,000 sq. ft. of Class 11 area (Lessee's Space) x 2.0, which is Class II weight = 6,000 sg.
ft (Lessee's weighted space)/231,011 (total weighted space = 2.60% (Lessee's percentage
share of Property maintenance and operating expenses)
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