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Telephone: (808) 533-1877 
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Attorneys for Plaintiff 
 
 

 IN THE UNITED STATES BANKRUPTCY COURT 
 
 DISTRICT OF HAWAII 
 

In re: 
 
HIE HOLDINGS, INC. 
 
                      Debtor. 
 

Bk. No. 22-00534  
(Chapter 11) 
(Jointly Administered – Lead Case)  
 

This Adversary Proceeding relates to: 
 
Royal Hawaiian Water Co., Ltd., dba 
Hawaiian Isles Water Company, 
Case No. 22-00524 
 

 

 
Royal Hawaiian Water Co., Ltd., dba 
Hawaiian Isles Water Company, 
 
                       Plaintiff, 
 
          vs. 
 
DEPARTMENT OF HEALTH FOR 
THE STATE OF HAWAII; QSI, INC.; 

Adversary Proceeding No. __________ 
 
COMPLAINT FOR TURNOVER, 
DECLARATORY AND INJUNCTIVE 
RELIEF  
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WALMART INC.; CVS PHARMACY, 
INC.; C&S WHOLESALE GROCERS, 
INC.; DOE DEFENDANTS 1-999, 

                      Defendants. 
 

 
 

COMPLAINT FOR TURNOVER, DECLARATORY AND INJUNCTIVE 
RELIEF 

 
Comes now Plaintiff ROYAL HAWAIIAN WATER CO., LTD dba 

HAWAIIAN ISLES WATER CO. (“Plaintiff” or “Debtor”), by and through its 

undersigned attorneys alleges as follows: 

PARTIES 

1. Plaintiff is the debtor-in-possession in a Chapter 11 case pending 

before the United States Bankruptcy Court for the District of Hawaii (“Court”). 

2. Defendant DEPARTMENT OF HEALTH, STATE OF HAWAII 

(“DOH”) is an instrumentality of the State of Hawaii. 

3. Defendant WALMART INC. (“Walmart”) is a Delaware corporation 

registered to do business in the State of Hawaii.  

4. Defendant CVS PHARMACY, INC. (“CVS”) is a Rhode Island 

corporation registered to do business in the State of Hawaii. 

5. Defendant QSI, INC. (“QSI”) is a Hawaii corporation. 
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6. Defendant C&S WHOLESALE GROCERS, INC. (“C&S”) is a 

Vermont corporation registered to do business in the State of Hawaii.  

7. DOE DEFENDANTS 1-999 are persons whose names and identities 

are presently unknown to Plaintiff or its attorneys.  Plaintiff will continue efforts to 

try and determine the identities of Doe Defendants.  Plaintiff request leave to 

amend this Complaint to show the true names and identities of Doe Defendants 

when the same has been ascertained. 

JURISDICTION AND VENUE 

8. This Court has jurisdiction over this adversary proceeding pursuant to 

28 U.S.C. §§ 157(a), 157(b) and 28 U.S.C. 1334.  

9. Plaintiff’s claims for relief make this a core proceeding under 28 

U.S.C. §§ 157(b). 

10. Plaintiff consents to the entry of final order or judgments by the Court 

if it is determined that the Court, absent consent of the parties, cannot enter final 

orders or judgments in this adversary proceeding consistent with Article III of the 

U.S. Constitution.  

11. Venue is proper in this Court pursuant to 28 U.S.C. § 1408 and 

1409(a). 
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BACKGROUND 

12. On July 30, 2022 (the “Petition Date”), the Debtor filed a voluntary 

petition for relief under chapter 11 of title 11 of the United States Code (the 

“Bankruptcy Code”) in the Court.   

13. On August 2, 2022, the Debtor’s parent, HIE Holdings, Inc. (“HIE”), 

and on August 5, 2022, the Debtor’s affiliate, Hawaiian Isles Kona Coffee 

Company, Ltd. (“HIC”, with the Debtor and HIE, the “Debtors”), filed separate 

voluntary petitions for relief under chapter 11 of the Bankruptcy Code. 

14. Pursuant to an order entered on August 6, 2022, the Debtors’ cases are 

being jointly administered.   

15. The Debtor routinely sells certain receivables due from Defendants 

CVS Pharmacy, Inc. and QSI, Inc. pursuant to a pre-petition Factoring Agreement 

with Alliance One, LLC, which holds a lien on substantially all of the Debtor’s 

assets (including general intangibles, all deposit accounts, inventory, and cash 

proceeds from inventory) pursuant to a UCC-1 Financing Statement filed in the 

Bureau of Conveyances for the State of Hawaii on September 23, 2019 as 

Document No. A-72051119, to secure the Debtor’s obligations under the Factoring 

Agreement.   
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16. On or about April 4, 2021, Plaintiff stipulated to judgment in favor of 

DOH in the amount of $2,125,614.48 for unpaid beverage container fees due under 

HRS § 342(G)-102 in the Circuit Court for the First Circuit of the State of Hawaii, 

styled Department of Health, State of Hawaii v. Royal Hawaiian Water Company, 

Ltd., dba Hawaiian Isles Water Company, case 1CCV-20-0001211 (the “Circuit 

Court Action”).   

17. Defendant DOH obtained and purportedly served a garnishee 

summons issued in the Circuit Court Action on certain Defendants (collectively, 

the “Garnisheed Defendants”):  

(a) Walmart on June 29, 2022;  

(b) C&S on June 29, 2022;  

(c) CVS on June 29, 2022; and 

(d) QSI on June 30, 2022. 

18. Subsequent to the service of the garnishee summons, the Debtor 

continued to deliver goods to the Garnisheed Defendants for which Garnisheed 

Defendants have not remitted payment.  

19. Upon information and belief, on or about August 1, 2022 (after the 

Petition Date), QSI tendered a check in the amount of $20,940.21 (the “QSI 

Garnished Payment”) to the DOH pursuant to the garnishee summons.  
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20. After the Petition Date, Plaintiff sent a demand to the Garnisheed 

Defendants requesting turnover of funds due and owing to Plaintiff, but the 

Garnisheed Defendants have failed to voluntarily turnover said funds, due primarily 

to DOH’s refusal to acknowledge that the funds are property of the Debtor’s 

bankruptcy estate and not subject to DOH’s pre-petition garnishment. 

21. The amount in controversy is believed to be over $300,000. 

22. The Garnisheed Defendants’ failure to turnover funds to the Debtor has 

significantly impeded the Debtor’s cash flow and ability to pay its post-petition 

obligations and hampered the Debtor’s reorganization efforts. 

COUNT 1:  TURNOVER – 11 U.S.C. § 542 
(AS TO DEFENDANT WALMART INC.) 

23. Paragraphs 1 through 22 above are realleged and incorporated herein 

by this reference. 

24. Section 542(a) of the Bankruptcy Code provides that “an entity, other 

than a custodian, in possession, custody, or control, during the case, of property that 

the trustee may use, sell, or lease under section 363 of this title, or that the debtor 

may exempt under 522 of this title, shall deliver to the trustee, and account for, such 

property or the value of such property . . . .” 11 U.S.C. § 542(a)(2). 

25. Property subject to turnover includes not only tangible property but also 

money due to Debtor. 
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26. All funds due to the Debtor from Walmart (the “Walmart Receivables”) 

are an undisputed debt owed to Debtor, and they have not been paid to Debtor due 

to DOH’s refusal to acknowledge that the funds are property of the Debtor’s 

bankruptcy estate and not subject to DOH’s pre-petition garnishment. 

27. The Debtor’s bankruptcy estate includes the Walmart Receivables.   

28. Plaintiff is entitled to an order and judgment under 11 U.S.C. §542(a) 

for immediate turnover of the Walmart Receivables, or the value thereof.  

COUNT 2:  TURNOVER – 11 U.S.C. § 542 
(AS TO DEFENDANT C&S WHOLESALE GROCERS, INC.) 

29. Paragraphs 1 through 28 above are realleged and incorporated herein 

by this reference. 

30. Section 542(a) of the Bankruptcy Code provides that “an entity, other 

than a custodian, in possession, custody, or control, during the case, of property that 

the trustee may use, sell, or lease under section 363 of this title, or that the debtor 

may exempt under 522 of this title, shall deliver to the trustee, and account for, such 

property or the value of such property . . . .” 11 U.S.C. § 542(a)(2). 

31. Property subject to turnover includes not only tangible property but also 

money due to Debtor. 

32. All funds due to the Debtor from C&S (the “C&S Receivables”) are an 

undisputed debt owed to Debtor. 
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33. The Debtor’s bankruptcy estate includes the C&S Receivables.   

34. Plaintiff is entitled to an order and judgment under 11 U.S.C. §542(a) 

for immediate turnover of the C&S Receivables, or the value thereof.  

COUNT 3:  TURNOVER – 11 U.S.C. § 542 
(AS TO DEFENDANT CVS PHARMACY, INC.) 

35. Paragraphs 1 through 34 above are realleged and incorporated herein 

by this reference. 

36.  Section 542(a) of the Bankruptcy Code provides that “an entity, other 

than a custodian, in possession, custody, or control, during the case, of property that 

the trustee may use, sell, or lease under section 363 of this title, or that the debtor 

may exempt under 522 of this title, shall deliver to the trustee, and account for, such 

property or the value of such property . . . .” 11 U.S.C. § 542(a)(2). 

37. Property subject to turnover includes not only tangible property but also 

money due to Debtor. 

38. All funds due to the Debtor or Alliance One, LLC from CVS on account 

of CVS invoices factored by Debtor to Alliance One, LLC (the “CVS Factored 

Receivables”) are an undisputed debt owed to Debtor or alternatively, to Alliance 

One, LLC. 

39. The Debtor’s bankruptcy estate includes the CVS Factored 

Receivables.   
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40. Plaintiff is entitled to an order and judgment under 11 U.S.C. §542(a) 

for immediate turnover of the CVS Factored Receivables or the value thereof 

directly to the Plaintiff or alternatively, to Alliance One, LLC.  

COUNT 4:  TURNOVER – 11 U.S.C. § 542 
(AS TO DEFENDANT QSI, INC.) 

41. Paragraphs 1 through 40 above are realleged and incorporated herein 

by this reference. 

42. Section 542(a) of the Bankruptcy Code provides that “an entity, other 

than a custodian, in possession, custody, or control, during the case, of property that 

the trustee may use, sell, or lease under section 363 of this title, or that the debtor 

may exempt under 522 of this title, shall deliver to the trustee, and account for, such 

property or the value of such property . . . .” 11 U.S.C. § 542(a)(2). 

43. Property subject to turnover includes not only tangible property but also 

money due to Debtor. 

44. All funds due to the Debtor or Alliance One, LLC from QSI on account 

of the Debtor factored invoices (the “QSI Factored Receivables”), and all funds due 

to the Debtor (the “QSI Receivables”) by QSI are an undisputed debt owed to Debtor 

or alternatively, to Alliance One, LLC.  

45. The Debtor’s bankruptcy estate includes the QSI Factored Receivables, 

and the QSI Receivables.   
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46. Plaintiff is entitled to an order and judgment under 11 U.S.C. §542(a) 

for immediate turnover of the QSI Factored Invoices Funds or the value thereof 

directly to Plaintiff or alternatively to Alliance One, LLC, and the turnover of the 

QSI Receivables or the value thereof to the Debtor including the QSI Garnished 

Payment made by QSI to DOH to the extent the QSI Garnished Payment has not 

been negotiated by DOH. 

COUNT 5:  INJUNCTIVE RELIEF 

47. Paragraphs 1 through 46 above are realleged and incorporated herein 

by this reference. 

48. This Court is empowered under 11 U.S.C. § 105, Rule 7065 of the 

Federal Rules of Bankruptcy Procedure, applicable principles of law and equity, to 

order both preliminary and permanent injunctive relief in Plaintiff’s favor and 

against Defendants Walmart, CVS, C&S and QSI. 

49. Plaintiff seeks preliminary and injunctive relief for the immediate 

turnover of the receivables due to Plaintiff (or alternatively Alliance One, LLC) from 

Walmart, CVS, C&S and QSI. 

50. Plaintiff is likely to prevail on the merits of its claims against 

Defendants Walmart, CVS, C&S and QSI. 
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51. Unless the funds are promptly turned over, Plaintiff will suffer 

irreparable harm. 

52. The balance of equities strongly supports the issuance of injunctive 

relief in Plaintiff’s favor and against the Defendants Walmart, CVS, C&S and QSI 

so that the Defendants Walmart, CVS, C&S and QSI should be ordered immediately 

turnover the funds.  

53. Turnover of the Receivables will serve the public interest by upholding 

the Debtor’s ability to administer the estate and pay its creditors. 

COUNT 6:  DECLARATORY & INJUNCTIVE RELIEF 

54. Paragraphs 1 through 53 above are realleged and incorporated herein 

by this reference. 

55. In addition, or in the alternative, there exists a dispute as to the parties' 

relative rights and obligations.  A declaration of rights and the issuance of ancillary 

relief, including injunctive relief, will resolve the dispute. 

56. On August 1, 2022 at approximately 8:42 am (HST), counsel for Debtor 

informed counsel for DOH that Debtor filed a voluntary petition for relief under 

chapter 11 of the Bankruptcy Code.  
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57. That same day, QSI tendered the QSI Garnished Payment to DOH. 

Upon information and belief, the QSI Garnished Payment were on account of debts 

owed to the Plaintiff.  

58. Plaintiff seeks equitable and declaratory relief pursuant to Rule 7001(2) 

of the Federal Rules of Bankruptcy Procedure and 11 U.S.C. §§ 362 and 549 to 

determine: that the turnover obligation under the Bankruptcy Code requires the 

Defendants to turn over the above-described payments to Plaintiff as debtor-in-

possession, and that such obligation is superior to any contrary obligation under state 

law; that any continued attempts to garnish or enforce garnishment is violations of 

the automatic stay; and that any payment made to DOH resulting from a garnishee 

summons issued in the Circuit Court Action (including without limitation, the QSI 

Garnished Payment) is a violation of the automatic stay and is an unauthorized post-

petition transfer. 

59. This Court is empowered under 11 U.S.C. § 105, Rule 7065 of the 

Federal Rules of Bankruptcy Procedure, applicable principles of law and equity, to 

order both preliminary and permanent injunctive relief in Plaintiff’s favor and 

against Defendant DOH. 

60. Plaintiff seeks ancillary relief including preliminary and injunctive 

relief for turnover of the funds described in this Complaint and for the DOH to 
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refrain from negotiating the QSI Garnished Payment and to return the funds to 

Plaintiff.  

61. Plaintiff is likely to prevail on the merits of its claims. 

62. Unless the funds are promptly turned over, Plaintiff will suffer 

irreparable harm. 

63. The balance of equities strongly supports the issuance of injunctive 

relief in Plaintiff’s favor.  DOH is not entitled to preferential payments ahead of 

other unsecured creditors or at the balance of the Debtor’s sole secured creditor, 

Alliance One, LLC.  The Garnisheed Defendants simply need clarification from the 

confusion created by DOH's garnishment summonses and DOH’s refusal to allow 

the Garnisheed Defendants to turnover funds indisputably due to the Debtor. 

Defendant DOH and the Garnisheed Defendants should be ordered immediately 

turnover the funds.  

64. Turnover of the QSI Garnished Payment and the other payments will 

serve the public interest by upholding the Debtor’s ability to administer the estate. 

65. A declaration that the Defendants must comply with the turnover 

requirements will facilitate the purpose of the Bankruptcy Code and provide the 

Defendants with a clear statement of their obligations. 
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PRAYER FOR RELIEF 

  WHEREFORE, the Debtor respectfully requests: 

A. That process of this Honorable Court issue commanding and 

summoning Defendants to appear and answer the allegations of the 

Complaint, and to perform and abide by all such orders, directions and 

decrees as may be made and entered herein; 

B. That this Honorable Court enter an Order compelling the Defendant 

Walmart Inc. to turnover the Walmart Receivables (or the value 

thereof) to the Debtor;  

C. That this Honorable Court enter an Order compelling the Defendant 

C&S Wholesale Grocers, Inc. to turnover the C&S Receivables (or the 

value thereof) to the Debtor;  

D. That this Honorable Court enter an Order compelling the Defendant 

CVS Pharmacy, Inc. to turnover CVS Factored Receivables (or the 

value thereof) to Plaintiff or alternatively, to Alliance One, LLC;  

E. That this Honorable Court enter an Order compelling the Defendant 

QSI, Inc. to turnover QSI Factored Receivables (or the value thereof) 

to Plaintiff or alternatively, to Alliance One, LLC;  
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F. That this Honorable Court enter an Order compelling the Defendant 

QSI, Inc. to turnover the QSI Receivables (or the value thereof) to the 

Debtor, and the QSI Garnished Payment to the Debtor to the extent 

the QSI Garnished Payment has not yet been negotiated;  

G. That injunctive relief be granted in the Debtor’s favor and against the 

Defendants Walmart, CVS, C&S and QSI and so that the Walmart 

Receivables, CVS Receivables, C&S Receivables, QSI Factored 

Receivables and QSI Receivables are immediately turned over to the 

Debtor (or alternatively to Alliance One, LLC with respect to the CVS 

Receivables and QSI Factored Receivables); 

H. That the Court declare any post-petition payment made to DOH 

resulting from a garnishee summons issued in the Circuit Court 

Action (including without limitation, the QSI Garnished Payment) to 

be a violation of the automatic stay and an unauthorized post-petition 

transfer; 

I. That the Court declare that the turnover obligation under the 

Bankruptcy Code requires the Defendants to turn over the payments to 

Plaintiff as debtor-in-possession, and that such obligation is superior 
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to any contrary obligation under state law; that any continued attempts 

to garnish or enforce garnishment is violations of the automatic stay; 

J. That injunctive relief be granted in the Debtor’s favor and against the 

Defendant DOH so that DOH refrains from negotiating any post-

petition payment made to DOH resulting from a garnishee summons 

issued in the Circuit Court Action (including without limitation, the 

QSI Garnished Payment); 

K. That the Debtor be awarded its costs and expenses, including 

reasonable attorneys’ fees, incurred in this matter; and 

L. That the Debtor be awarded such other relief as justice and equity may 

require. 

Dated:  Honolulu, Hawaii, September 2, 2022. 

 
      /s/ Chuck C. Choi     
      CHUCK C. CHOI 
      ALLISON A. ITO 
 

Attorneys for Plaintiff 
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 IN THE UNITED STATES BANKRUPTCY COURT 
 
 DISTRICT OF HAWAII 
 

In re: 
 
HIE HOLDINGS, INC. 
 
                      Debtor. 
_ 
 

Bk. No. 22-00534  
(Chapter 11) 
(Jointly Administered – Lead Case)  
 

This Adversary Proceeding relates to: 
 
Royal Hawaiian Water Co., Ltd., dba 
Hawaiian Isles Water Company, 
Case No. 22-00524 
 

 

Royal Hawaiian Water Co., Ltd., dba 
Hawaiian Isles Water Company, 
 
                       Plaintiff, 
 
          vs. 
 
DEPARTMENT OF HEALTH FOR 
THE STATE OF HAWAII; QSI, INC.; 
WALMART INC.; CVS PHARMACY, 
INC.; HAWAII NATIONAL BANK; 
C&S WHOLESALE GROCERS, INC.; 
DOE DEFENDANTS 1-999, 
 

                      Defendants. 

Adversary Proceeding No. __________ 
 
VERIFICATION 

 
VERIFICATION 
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1. I am Michael Boulware, the President of Royal Hawaiian Water Co., 

Ltd., dba Hawaiian Isles Water Company, the Debtor in the foregoing Verified 

Complaint.  I make this declaration upon personal knowledge. 

2. I have read the Verified Complaint and authorized its filing. Based on 

my personal knowledge and my and my counsel’s investigation, I hereby verify 

that the contents of the Verified Complaint are true and correct to the best of my 

knowledge, information, and belief. 

3. I, Michael Boulware, do declare under penalty of perjury that the 

foregoing is true and correct. 

Dated: Honolulu, Hawaii, September 2, 2022 

 
/s/ Michael Boulware     
Michael Boulware 
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