Workshop Financial calculations and

calculation of pay-back times

Ir. M. van Bruggen/ Dipl. Ing P. Jung
16 November 2006

ECOFYS



*
* 4k

This project is funded by the European Union

Contents

eBoundary conditions
eInvestments, exploitation and returns

e Types of financial calculations
—Simple pay back period
—Net present value
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Boundary conditions

e|nflation

eDevelopment of energy prices

eBudget

eSubsidy

eTaxes

eAcceptable pay back period:
—Structural facilities: 10 yr

—Building installations: 5 yr
—Process installations: 3 yr
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Costs and returns

elnvestment

eSubsidy

eMaintenance

eEnergy costs (electricity, natural gas, cold, heat, oil)
eCosts for removal after technical life span

Beware:
ePositive returns could be subject to profit taxes

ECOFYS



* 4k

This project is funded by the European Union

Simple pay back period

e(extra) Investment divide by yearly returns

eAdvantage: Simple calculation, can be used for pay
back periods <= 5 yr

eDisadvantage: No interest, inflation or increase In
energy costs. Optimistic results

eExample:
—Invest: 10.000 EUR, Returns 2500 EUR/yr
—SPBP: 4 years
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Net Present Value

eCash Flow over of years
eInvolves interest, inflation, energy costs
*\When Net present value is positive, project is feasible

Example:

elnvest: 10.000 EUR, returns 2500 (energy savings)
eInternal rate: 15%,inflation 3%, energy cost +5%
NPV (10 years): € 4.934
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Financial calculations on energy saving measF—wM‘

Results )

Simple Pay Back Period 4.1 Years
Net Present Value $706 projectisf le

Discription of energy sa Descrlptlon

ﬁn between results
_

Fill in the yellow fields ) \
General information General Calculation
Energy tanff electricity 012 Extra investrment 0a0.aa
Energy tariff oil V—/ 5031 Difference anual energy costs 540.00
Inflation rate 3.0%|per year Difference ather anual costs -550.00
Increase energy prices 5.0%|per year ]
Internal rate 15%|per year AnaIyS|S
Economic life span 10]years
Reference situation Refe rence Q@ ([ % |9 e
Investment _/ 10,000 é" = -¥=,000
Annual costs™ 5200 per year = E 5 2
Electricity consumption 5000 kyvh E E " B 1
o s (X}
Ol consumption Ofltr 2= §15,000
Alternative situation Alte rnatlve R-‘f“?‘“ oon -
Irvestment $12 000 " Eren_':e Year
Annual costs™ V $250 |per year G
Electricity consumptian 5001 kWYh The point of crossing lines is the hreak even point
Ol consurnption Ofltr

" (I’??%
gtz ECOFYS § o=
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Fill in the yvellow fields

General information

Energy tarff electricity B0, 12

Energy tariff ol B0 51

Inflation rate 3.0%|per year
Increase energy prices 5.0%|per year
Internal rate 15% | per year
Economic life span 10]years
Reference situation

Investment 10,000

Annual costs™ B200 |per year
Electricity consumption SO0CY KW h

Uil consumption O ltr
Alternative situation

Investrment §12 000

Annual costs™ 3200 |per year
Electricity consumption SO0 kWY R

Uil consumption O ltr
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ctor ir |- (hE | This project is funded by the European Union
Simple Pay Back Period 4.1 Years
Net Present Value $706 project is feasable
Calculation
Extra investment §2 000.00
Difference anual energy costs $o40.00
Difference other anual costs -F50.00
Present value reference and alternative
0
g |l % |9 |9 (G [0 [
o -§5,000
2%
E -$10,000
i S
= = 15,000
=F20 00N
Reference
Year
Alternative
The point of crossing lines is the break even point
\ D
gtz



Exercise with spreadsheet

Pilot projects:
-Calculate simple pay back time
-Calculate Nett Present Value

To be included In your summary presentation

ECOFYS



	Workshop Financial calculations and calculation of pay-back times 
	Contents
	Boundary conditions
	Costs and returns
	Simple pay back period
	Net Present Value
	Spreadsheet Tool
	Spreadsheet Tool
	Spreadsheet Tool
	Exercise

