STATE OF HAWAII
DEPARTMENT OF LAND AND NATURAL RESOURCES
Division of Boating and Ocean Recreation
Honolulu, Hawaii 96819
October 12, 2018
Chairperson and Members
Board of Land and Natural Resources
State of Hawaii
Honolulu, Hawaii
Land Board Members:
SUBJECT:

REQUEST APPROVAL TO EXTEND THE TERM OF LEASE NO. H89-13, PACIFIC-WEST FUELS, INC., FOR AN ADDITIONAL FIFTEEN
YEARS TO AMORTIZE THE COST OF SUBSTANTIAL
IMPROVEMENTS SITUATED AT LAHAINA SMALL BOAT
HARBOR, ISLAND OF MAUI, HAWAII, TAX MAP KEY (2) 4-6-001:
014, 017 (POR.). FIND THAT THE EXTENSION OF THE LEASE IS
BASED ON THE ECONOMIC LIFE OF THE IMPROVEMENTS THAT
WERE MADE TO THE DEMISED PREMISES.

REQUEST:
The Division of Boating and Ocean Recreation (“DOBOR”) is seeking approval from the Board
of Land and Natural Resources (“Board”) to authorize a Fifteen (15) year lease extension to
amortize the cost of completed improvements to the demised premises in the total amount of
$219,734.79 ($147,372.67 of cost incurred in the past two years & $72,362.12 spent in 20142015). DOBOR is also seeking Board approval to negotiate capital improvements to the Lahaina
Small Boat Harbor. Pacific-West Fuels, Inc. stated “they are concerned about the state of disrepair
of the wharf railings, steps, and marlin hoist and would be willing to cover the costs of making
repairs up to $150,000 as part of the lease extension.”
LEGAL REFERENCE:
Sections 171-36 (b) (3), Hawaii Revised Statutes (HRS), as amended.
LOCATION:
Portion of Government lands situated at Lahaina Small Boat Harbor, Lahaina, Island of Maui,
identified by Tax Map Key: (2) 4-6-001:014 and 017 (por.).
AREA:
The lease area contains approximately 1282 sq. ft. of fast land, consisting of approximately 146.5
sq. ft. for fuel dispensers and a non-exclusive easement of approximately 1,188 sq. ft. for
subsurface fuel storage tanks and related equipment, see attached Exhibit A.
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ZONING:
State Land Use District: Urban, County of Maui
CZO: HD-1 Historic District
TRUST LAND STATUS:
Section 5(b) lands of the Hawaii Admission Act. YES
DHHL 30% entitlement lands pursuant to the Hawaii State Constitution: NO
CURRENT USE STATUS:
Marine Fueling Facility open 24 hours per day, seven days per week, 365 days per year.
CHARACTER OF USE:
Marine Fueling Facility
ANNUAL RENTAL:
$1,770.00 per annum plus 5.25% of the annual gross receipts in excess of the minimum annual
rent.
TERM OF LEASE:
30 years, commencing November 21, 1989 and expiring November 20, 2019. Lease extension if
approved Nov 20, 2019 to Nov 30, 2034.
REMARKS:
Pacific-West Fuels, Inc. (PWF) is presently occupying the Premises under the terms and conditions
of Lease No. H-89-13 (the “Lease”) which originated on November 21, 1989 and expires on
November 20, 2019. The last rental reopening occurred on November 20, 2004 in which the
annual base rent increased by thirty percent. There is no future rental reopening.
The applicant desires to continue to use the Premises per the “Lease Character of Use” as a marine
fueling facility. According to Pacific-West Fuels, Inc.’s lease, they will have to remove their
equipment including fuel tanks prior to the end of lease and this would cause a major interruption
in the Lahaina Small Boat Harbor.
PWF is requesting a 15-year lease extension to amortize the cost of already completed
improvements to the demised premises in the amount of $219,734 (see Exhibit B). This lease
extension would enable PWF to recover the $219,734 of capital improvement cost they incurred
doing the following: (1) repaired the fuel equipment and related leasehold improvements that
support it; (2) installed stainless steel ratcheting hose reels and extended reach hoses; and (3)
upgraded all their electronic control equipment and software. PWF provided itemize invoices to
DOBOR depicting most of the capital improvement cost (see Exhibit B).
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PWF provided a consulting letter from M. Nakai Repair Service estimating the Economic Life of
the improvements (See Exhibit C). DOBOR also worked with PWF to create an amortization table
with the assumption that PWF would have financed all capital improvements in 2014 instead of
using cash-on-hand and spreading the cost over multiple years (See Exhibit D). The Leasehold
Improvement spreadsheet also provides additional leasehold improvement details. (See Exhibit
D).
If the Board grants PWF a fifteen-year extension, PWF would like to work with the State of Hawaii
to make the necessary safety repairs at Lahaina Small Boat Harbor up to $150,000. These safety
repairs are the responsibility of the State of Hawaii, but PWF is willing to repair and fund the
repair of the following: replace all existing railings, mounting brackets, gates with similar design;
remove and replace all concrete stairs that are crumbling; and resetting the marlin hoist into
reinforced concrete using corrosion resistant rebar. PWF is willing to manage the project, and or
only fund the repairs. PWF’s only stipulation is that the State of Hawaii would provide the plans
and specification for the desired repairs and assume the cost for any permits required.
PWF also provided a video which reveals the needed repairs at the Lahaina Small Boat Harbor,
which can be viewed online: https://vimeo.com/249762621
DOBOR supports the continued use of the premises for the stated purpose since any disruption
would cause a major interruption in the Lahaina Small Boat Harbor. Also, PWF has successfully
and safely operated this fueling facility since 1990 with minimal interruptions in service except
for maintenance repairs.
After consulting with DOBOR Engineering, DOBOR also recommends that the State provide PWF
with the plans and specifications along with the right-of-entry permits required to complete the
safety repairs detailed above.
RECOMMENDATION:
That the Board of Land and Natural Resources:
1. Find that the extension of the lease is based on the economic life of the improvements that
were made to the demised premises.
2. Authorize the issuance of a 15-year lease extension with rental reopening’s every five
years, covering the subject area for the purpose of a Marine Fueling Facility, Lahaina,
Island of Maui, under the terms and conditions cited above, which are by this reference
incorporated herein and further subject to the following:
a. The standard terms and conditions of the most current lease form, as may be amended
from time to time;
b. Such other terms and conditions as may be prescribed by the Chairperson to best serve
the interests of the State.

Pacific-West Fuels, Inc.

Lahaina Small Boat Harbor
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288 Mokauea St. Honolulu, HI 96819. (808) 841-7581. FAX (808) 842-7012

July 31, 2018
Department of Land and Natural Resources,
Division of Boating and Ocean Recreation
4 Sand Island Access Road
Honolulu, HI 96819
Re: Extension of Harbor Lease No. H-89-13; Pacific West Fuels, Inc. : Pacific West Fuels,
Inc. For Fuel Dock Facilities at the Lahaina Small Boat Harbor Wharf
I have been engaged by Pacific West Fuels, Inc. to estimate the life and value of the improvements
made by Pacific West Fuels, Inc. to their operating equipment at the Lahaina Small Boat Harbor
in connection with their request for an extension of the above-named lease that will expire on
November 29, 2019. Improvements are summarized as follows:
Completed in 2017:
Removed and replaced new Gasboy dual stainless steel panels dispenser on North Side of wharf;
removed and replaced manhole covers and turbine assembly; replaced faulty leak detector;
replaced faulty probe and float kit; installed new unleaded pump; excavated and replaced rusted
conduit, and removed and replaced concrete.
Project cost: $130,769.12 Estimated Useful Life: More than 20 years
Completed in 2016:
Installed new stainless steel gas hose reels at all dispensers.
Project cost: $16,603.55

Estimated Useful Life: Fifteen or more years

Completed in 2015:
Installed new electronic Fuel Management Unit equipment including card readers, onsite computer
controller, dispenser regulators, and related.
Project cost: $72,362.12

Estimated Useful Life: More than fifteen years

Projects Total Costs: $219,734.79

Overall estimated useful life: 15-25 years.
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I am the senior service and installation supervisor of M. Nakai Repair Service, Ltd. I prepared the
specifications, procured the equipment, and supervised the repairs and equipment installation for
the major repair project. M. Nakai Repair Service, Ltd. is a fuel service and contractor Company
that installs and maintains many of the fueling facilities throughout the Hawaiian Islands and has
been in this business for several decades. As such, we are highly familiar with the capabilities,
performance, cost and estimated useful lives of such equipment and repairs that were done by M.
Nakai Repair Service, Ltd as described above.
The equipment that was replaced by Pacific West Fuels, Inc. was originally installed at lease
inception in 1989 and 1990 and was still in operating condition when it was replaced last year.
Through extensive assessment and studies, it has been determined, along with our
recommendation, by Pacific West Fuels, Inc. that the equipment may not be operational through
the end of its lease. Therefore, as a precautionary measure to maintain a safe and uninterrupted
fuel supply, Pacific West Fuels, Inc. voluntarily ordered the improvements and upgrades of the
equipment. The new equipment is of the same or better quality as that of replaced one. Based on
my experience with other Hawaiian based fueling facilities and the fact that the replaced equipment
has been operational for 28 years, I have concluded that the overall useful life of the projects
described above, if properly maintained as has been Pacific West Fuels, Inc.’s practice, is from
15 to 25 years from the date of this letter.

Respectfully submitted,

Jhon Guzman, R & M Supervisor, and Estimator
M. Nakai Repair Service, Ltd.
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