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Money…Money…Money…Money… 
 

In a survey, 90% of respondent’s identified “money” as 
the obstacle to implementation of CHP projects.  

Source: www.districtenergy.org  
 
 

The number one reason energy management projects 
are not implemented is that there is not enough cash or 
the energy manager cannot get budget approval for the 

limited cash available.  
Source: Association of Energy Engineers  
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Agenda 
• Economics of CHP 
• Client Owned 

• Purchasing 
• Loans 
• Leases 
• Performance Contracting 

• Investment by others 
• Rental  
• PPA 



Sample Economics 
“Grid” Load CHP 

 
 
 
 

$0.07 / kWh 

 
 

$896,000 

1.6 MW 
@ 

8000 Hours 
 

12,800 MWh 

   $314,000 E 
+ $150,000 O&M 

 
$464,000 Total 

 
 
 
 

$5.00 / MCF 

 
78% Eff. 

 
$273,000 

 
 

42,700 MBH 

 
 

$307,000 

 
Combined Utility 

Costs 
 

 
$1,169,000 ∆ 

 

$ 398,000 / Yr 
Savings 

 
$771,000 



Financial Overview 

Investment(s) 
 
CHP Investment $1.8 M 
 
Annual O&M  $150 k 
 
 

Return(s) 
 

Annual Net Save $398 k 
 
Annual Reliability $X M 
 
Fed Tax Credit $180 k 
 
Annual CO2  ↓ 2200 T 





To own or not to own? 

Ownership 
• Available grants and incentives 
• Savings 
• Risk of uptime 
• Accelerated tax depreciation 

  
Purchased utility or capacity 
• Additional redundancy 
• Savings 
• Reduced risk and concerns 

 
 



Internally Funded Projects 

Cash 
Advantages 
• Speed 
• Lower project risk 
• Best life cycle cost 

 
Disadvantages 
• Uses capital 
• Lower secondary/resell value 
• IBR may exceed market 

 
 



Debt instruments (Loans) 

Traditional loan 
Advantages 
• Preserve capital 
• Market interest rates 

 

Disadvantages 
• Risk of ongoing financial commitments 
• Interest expenses 
• May require additional asset commitment 
• Balance sheet treatment 

 



Debt instruments (Loans) 

Manufacture financing 
Advantages 
• Preserve capital 
• Can be favorable interest rates 
• Can be easier transaction 

 

Disadvantages 
• Risk of ongoing financial commitments 
• Interest expenses 
• May require additional asset commitment 
• Usually narrow focus 

 



Leases 

• Operating or Capital 
Advantages 

– Preserves capital 
– Evergreen asset  
– Terms flexibility 
– Tax deduction 

Disadvantages 
– You don’t own it 
– Higher cost over life of system 
– Continue cost payment 
– IAS changes 



Performance Contracting 

Guaranteed Savings Projects 
Advantages 

– No capital required 
– Energy efficiency 
– Terms flexibility 

Disadvantages 
– Must be well planned 
– Must find the right long-term team 
– Savings verification 



Investor Owned 

Rental solutions 
Advantages 

– No capital required 
– Cash flow positive 
– Terms flexibility 
– Quick 

Disadvantages 
– Short-term solution 
– Can become expensive over time 
– Aesthetics and noise 



Investor Owned 

Capacity Purchase (PPA) 
Advantages 

– No capital required 
– Credit treatment and flexibility 
– System and load “Pooling” 
– Terms flexibility 
– Modernization 

Disadvantages 
– Legal structure 
– Lack of flexibility after contract 

 



Questions 
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