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STATE OF HAWAII 
DEPARTMENT OF LAND AND NATURAL RESOURCES 

 Division of Boating and Ocean Recreation 
Honolulu, Hawaii 96819 

 
July 27, 2018 

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

SUBJECT: REQUEST AUTHORIZATION TO ALLOW GKM, INC. (BOATING 
LEASE NO. H-82-4) TO ADD FUEL SALES TO THE LEASE 
“CHARACTER OF USE” AT A RENTAL RATE OF FIVE PERCENT 
(5%) OF GROSS FUEL RECEIPTS, SITUATED AT HONOKOHAU 
SMALL BOAT HARBOR, KAILUA-KONA, KEALAKEHE, ISLAND 
OF HAWAII, HAWAII, TAX MAP KEY (3) 7-4-008:042 (POR.) 

 
REQUEST:   
 
The Division of Boating and Ocean Recreation (“DOBOR”) is seeking approval from the Board 
of Land and Natural Resources (Board) to authorize GKM, Inc. to conduct fuel sales and to update 
the Lease “Character of Use” to include fuel sales at a rate of five percent (5%) of gross fuel 
receipts at the Honokohau small boat harbor, Hawaii. (see attached EXHIBIT A)  
 
CHARACTER OF USE: 
 
Occupy and use the premises principally for marine and marine-related activities which 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  
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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 water craft (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 
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 ice house 

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 

ANNUAL RENTAL: 
 
$120,184.00 per annum, payable in quarterly installments of $30,046.00  
 
REMARKS: 

 
During the process of reviewing DOBOR fuel agreements, DOBOR Property Management Staff 
found that there was no fuel agreement for GKM, Inc.  After reviewing GKM Inc. records, 
DOBOR found a plethora of documents referencing GKM, Inc. offering fuel sales at Honokohau 
Small Boat Harbor without BLNR approval (see attached EXHIBIT B).   
 
As a reference, Kona Marine Holdings, Inc. Lease gives them rights to sell fuel, but not exclusive 
rights to sell fuel at Honokohau Small Boat Harbor.  Also, Kona Marine Holdings, Inc. is required 
to pay 5% of gross fuel sales. According to the GKM, Inc. Lease No. H-82-4, the “Character of 
Use” does not include fuel sales. Furthermore, Kona Marine Holdings, Inc. is at a disadvantage in 
competing with GKM, Inc. because Kona Marine Holdings, Inc. Lease requires them to pay five 
(5%) percent gross receipts while GKM, Inc. is presently conducting fuel operations without 
written approval and is currently not paying any percentage of gross receipts to the State of Hawaii. 
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Sublease 
 
The State of Hawaii consented to a sublease by Gentry Pacific, Ltd., Lease No. H-83-2, to 
Honokohau Fuel Inc., dba Honokohau Gas & Oil Co., Lease No. GMK-011 (see attached 
EXHIBIT C). The Board approved the sublease on October 12, 1984.  The sublease term was for 
20 years commencing February 12, 1985 and ending February 2005. However, Honokohau Fuel, 
Inc., filed for bankruptcy between August 15-22, 1986 effectively ending Sublease No. GKM-011, 
see attached EXHBIT D. 
   
Honokohau Fuel Bankruptcy / Termination of Lease 
 
Honokohau Fuel, Inc. filed for bankruptcy between August 15-22, 1986. Gentry Pacific Ltd. 
petitioned the United States Bankruptcy Court on January 27, 1989 with a “motion for order 
Confirming Rejection and Termination of Sublease No. GKM-011.  Gentry Pacific’s Motion for 
order Confirming Rejection and Termination of Lease was granted, and the Sublease No. GKM-
011 was deemed rejected and terminated on February 3rd, 1989 by the United States Bankruptcy 
Court (see attached EXHIBIT E).  After the bankruptcy was completed, GKM Inc. took over the 
operation of the business without assignment/approval from the State of Hawaii.      
 
Permitted Use of Lease 
 
The permitted use of Sublease No. GKM-011 was to be used by the Sublessee solely for the 
following and for no other purpose(s): “Selling of gas, diesel and oil to commercial, charter and 
pleasure boats, within the Leased area”.  The fueling facility within Gentry’s leased area was 
approved by the State with the condition that fuel will be “sold only to its tenants and not intended 
as a retail fuel facility to service the general public”. 
 
Currently there is no lease provision granting GKM, Inc. permission to conduct fuel sales at 
Honokohau Small Boat Harbor. DOBOR previously sent three separate certified letters (July 13, 
2017, November 17, 2017, and June 7, 2018) to GKM, Inc. requesting evidence of any 
documentation from the Lessor granting permission to conduct fuel sales. DOBOR has yet to 
receive any evidence from GKM Inc. granting permission to conduct fuel sales.  
 
GKM Response 
 
GKM, Inc’s Attorney responded by letter on June 25, 2018 which stated that GKM, Inc. was 
granted rights to conduct fuel by assignment of lease recorded October 16, 2002 (see attached 
EXHIBIT F).  GKM, Inc. also stated that fuel sales were initially conducted by Honokohau Fuel, 
Inc./Honokohau Partnership, Inc. and they consider the on-going fueling activities permitted under 
said lease.   
 
Ms. Prettyman’s letter also alluded to selling fuel to the general public – “There is currently no 
way for the Honokohau trailer-boating community to procure fuel unless they drive all the way 
around to the other end of Honokohau Small Boat Harbor where vehicles are fueled (no launch 
ramps located there), then drive back around to the launch ramps on our (North) side of the harbor. 
Very challenging and not safe.”   
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Note: Honokohau Fuel, Inc. filed for bankruptcy and Honokohau Partnership, Inc. permitted lease 
use was for the sale of ice, fish, and photography only.  
 
GKM, Inc’s Attorney states that “At a hearing on March 24, 2006, the DLNR approved the 
relocation of the fuel dispensers and the convenience store-fueling station improvements and 
consented to Gentry’s Kona Marina’s mortgaging of its lease to secure the $1,000,000.00.”  They 
further contend that “the approval of the loan and the extension and mortgaging of the Lease for 
the express written purpose of relocating and improving an ongoing fueling operation at 
Honokohau Harbor is all the written approval that should be required.”   Item J-1 of the March 24, 
2006 Board of Land and Natural Resources meeting does not contemplate the relocation of the 
fuel dispensers and the convenience store-fueling station improvements.  In fact, the submittal 
states “Loan proceeds will be used to renovate the existing steel building and add additional square 
footage.  Plans were approved by DLNR on December 29, 2004.  GKM, Inc. also proposes to 
renovate the haul-out slip and travel lift to accommodate larger vessels and make repairs to existing 
buildings, parking lot, and fencing.”  Nowhere in the submittal or minutes does it mention fueling 
facilities.  (see attached EXHIBIT G). 
 
Gentry Pacific Ltd. History of Selling Fuel to the General Public 
 
Gentry Pacific Ltd. has continuously disregarded instructions over the years from both the 
Department of Transportation and the Division of Boating & Ocean Recreation to cease offering 
fuel sales to the general public. (see attached EXHIBIT B). 
 
On July 17, 2017, Tina Prettyman sent a letter to DOBOR stating the following regarding the fuel 
sales at Gentry’s Kona Marine “With regards to the sales of fuel, GKM, Inc. has correspondence 
on file with your department and board approval for a convenience store-gas station” (see attached 
EXHIBIT H).  DOBOR has requested this documentation from GKM, Inc. several times but 
DOBOR has yet to receive any such documentation.  Furthermore, during the sublease period, 
GKM, Inc. requested several times to amend their lease to sell fuel to “outside vehicles and 
vessels.” The Department of Transportation denied each request (see attached EXHIBIT I).  
 
DOBOR is seeking to amend GKM Inc. lease to include fuel sales at a rental rate of five percent 
(5%) of Gross Fuel Receipts. DOBOR is also seeking to honor the original sublease terms that 
limited fuel sales to GKM, Inc.’s tenants only. 
 
RECOMMENDATION: 
 
That the Board of Land and Natural Resources: 
 

1. Authorize GKM, Inc. to conduct fuel sales, under the terms and conditions cited above, 
which are by this reference, incorporated herein and further subject to the following: 

 
a. Update Boating Lease No. H-82-4 “Character of Use” to include fuel sales at a 

rental rate of five percent (5%) of Gross Fuel Receipts.  
 

b. Restrict fuel sales to GKM, Inc. tenants only. 
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