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• This presentation was initiated by a request from Stakeholder Advisory Group Member Cruz Vina. 
• Last month you heard from Mike Fuke, who is head of Field Operations for BWS, who gave an overview of the sequence of 

events related to the repair of the main break itself. David Ebersold also gave an overview of the public communications. 
• The following slides place this event in the context of the Water Master Plan.  
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• The Kalanianaole Highway break was on a 24” Cast Iron pipe just east of Kahala. 
• Repairs were complicated because the pipe was buried deep, going under a stream, and there was an abandoned pipe 

running just over the top of it. 
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• Large diameter mains make up 18.6% of the system  
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• Breaks cost a lot to repair, and it’s not just the BWS’s labor and materials.  
• The community also bears significant costs.  
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For this example we’re using the costs of this break, $6M for replacement, and $500k for repair, at a discount rate of 3%: 

• On the chart we see Net Present Value (NPV) over time. We intuitively know that the longer you can keep a pipe in service the 
less expensive it is. This orange line shows the NPV of pipe replacement.  

• However, we also know that as the pipe gets older, it fails more often, and eventually the costs of repairs exceeds the cost of 
replacement. The purple line shows the NPV of all of the pipe repairs. 

• So, if we add these two numbers, we can get the total NPV over the life of the pipe. And here, at the minimum, would be the 
most economical point to replace the pipe. 

• The issue is, for this pipe, even with the very high repair cost, the economical replacement point is when it gets to nearly a 
break every other year, which we know is unacceptable.  
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• Likelihood of Failure: Based on predicted breaks 
• Consequence of Failure: Based on system and location  
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• Because of the high consequence of failure, this pipe had been identified for monitoring on a 10-year cycle. 
• Depending on the results of the forensic analysis of this pipe, the rest of the section may or may not be moved up for 

replacement.  
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Using a “pie” analogy to describe the three primary steps of rate making: 
• The revenue requirement is the size the pie. 
• Cost of service is the cost of the ingredients. 
• Rate design is the size of each person’s slice of the pie. 

  



26 
 

Slide 26 

 

 

 

  



27 
 

Slide 27 

 

 

 

 

 

 

 

 

 

 

 

 

• The major elements of a financial plan were reviewed at the last workshop. 
• Two workshops ago, the focus was on bracketing the range of scenarios for the Capital Improvement Program, which 

ultimately determines that amount of money that we need to make the decisions about how much money to borrow and how 
much to pay in cash.   
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• Tourism took 3 years to stabilize and 14 years to recover to pre-Iniki levels  
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• Most are 10’ elevation or less 
• Some are between 10 and 15’ but very close to coast 
• One is part of Honouliuli recycled water system 
• Some (like McCully St Bridge in Waikiki) have 2 pipelines 
• Total length 4,505 feet  
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