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ENERGY EFFICENCY INIATITIVE
Example USA & Canada

INTRODUCTION

This example illustrates the application of Investit Decisions cost/benefit analysis to an energy savings initiative.

This example uses the “Invest Expenses Only Yearly”

1 Investit Decisions USA

Eile Eeports Tools WWilites Investit Activation H9

Imvestit Templates ] Py

Select Template for Hew Project

= Invest Decisions Yearly Projections
Invest Expenses Only Yearly f—
Invest Revenue & Expenses Yearly
= Imvest Decisions Monthly Projections
Invest Expenses Qnly Manthly
Invest Revenue & Expenses Manthly
=l Replacement Decisions Yearly Projections

VERIFYING YOUR ANALYSIS
You can compare your analysis against the two Investit Decisions Examples;

1. Energy Analysis Compact Fluorescent Bulbs
2. Energy Analysis Incandescent Bulbs
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Investit Examples

L Investit Decisions CND

File Repons Tools LHilites |nvestit  Activation Help

Investit Templates ] My Termplates My Projects ] Investit Examples |
Select Project to Open Description
[=] Invest Decisions Yearly Projections = Invest Decisions
Customized Template Example Yearly Projections
Energy Analysis Compact Fluorescent Bulbs <= Section:
Energy Analysis Incandl_ascent El_ulbs ‘— g My Company
Invest Expenses Analysis Supplier & Infarmation
Invest Expenses Analysis Supplier B
Projection Wizard Yearly Practice Set
= nwest Decisions Monthly Projections i F're?&lrar%mes
Al Invest Rev & Exp Monthly Proj. Part A
Al Invest Rev & Exp Monthly Proj. Part B
Projection Wizard Monthly Practice Set |hve stit
=l Replacement Decisions Yearly Projections Auto Update
keep Example with Revenue & Expenses
Feplace Example with Revenue & Expenses Imvestit Online
= Outsourcing Decisions Yearly Projections - Learning
P | I “ ’l_ Center
i e J ‘ Backup
Restore
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EXAMPLE
A restaurant chain is concerned about their monthly electrical bill which they suspect will increase dramatically over
the next few years due to rapidly increasing power costs. They are considering replacing the incandescent lights
with compact fluorescent lights (CFL’s). They have 1,000 lighting fixtures.
They wish to carry out a before tax Cost/Benefit analysis using Investit Decisions.
The assessment will be made using the following information;
No. of light fixtures: 1,000
Operating hours: 15 hours per day x 360 days per year = 5,400 hours per light fixture
Electrical power costs: $0.10 per kWh increasing at 7.00% per year compounding
Incandescent bulbs: 60 watt $0.50 per bulb increasing at 2.00% per year compounding. Life 750 hrs
Compact fluorescent light (CFL’s): 15 watt $4.00 per bulb. Constant price over the next five years. Life 7,500 hrs
Labor: $15 per hour increasing at 3.00% per yr compounding. Time to replace a bulb is 0.25 hours (15 minutes)

Initial Investment: CFL Bulbs 1,000 CFL’s at $4.00 = $4,000
Installation: 1,000 fixtures x 0.25 hours x $15.00 per hr = $3,750

Working Capital: $1,000 (for spare bulbs)

Bulbs: Costs per Light Fixture per Year
Incandescent bulbs (5,400 hrs per yr/ 750 hours per bulb) x $0.50 per bulb = $3.60 per light fixture per yr
CFL'’s (5,400 hrs per year/ 7,500 hrs per bulb) x $4.00 per bulb = $2.88 per light fixture per year

Labor: Bulb Replacement Costs per Light Fixture per Year

Incandescent bulbs (5,400 hrs per yr/ 750 hrs per bulb) x 0.25 hours x $15.00 per hr = $27.00 per light fixture
per yr

CFL’s (5,400 hour per yr/ 7,500 hours per bulb) x 0.25 hours x $15.00 per hr = $2.70 per light fixture per year
Power: Costs per Light Fixture per Year
Incandescent bulbs 5,400 hrs per yr x 60 watts x $0.10 per kWh/1,000 = $32.40 per light fixture per yr

CFL’s 5,400 hrs per yr x 15 watts x $0.10 per kWh/1,000 = $8.10 per light fixture per year

General Information
Analysis Period: 5 Years
Discount Rate (Before Tax): 15.00%



Investit Software Inc. www.investitsoftware.com

INCANDESCENT BULB ANALYSIS

Project Info Folder
Project Name: Energy Analysis Incandescent Lights
Project Description: Business as usual case
Analysis Period: 5 years

Investor Folder

Iv Turn off Tax Calculations
Discount Rate (Before Tax): 15.00%

Investment Folder
Capital Investment: None

Working Capital Folder
Working Capital: None

Expenses Folder
Bulb Replacements: $3.60 per Light Fixture per Yr increasing at 2.00% per year compounded
Labor: $27.00 per Light Fixture per Yr increasing at 3.00% per year compounded

Power: $32.40 per Light Fixture per Yr increasing at 7.00% per year compounded

Financing Folder
No financing

Salvage Value Folder
No salvage value
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COMPACT FLUORESCENT LIGHTS (CFL’s) ANALYSIS

Project Info Folder
Project Name: Compact Fluorescent Lights Analysis
Project Description: Energy Efficiency Initiative
Analysis Period: 5 years

Investor Folder

Iv Turn off Tax Calculations
Discount Rate (Before Tax): 15.00%

Investment Folder
Description: Bulbs $4,000
Description: Installation $3,750

Working Capital Folder
Working Capital: $1,000

Expenses Folder
Bulb Replacements: $2.88 per Light Fixture per Yr constant for 5 years
Labor: $2.70 per Light Fixture per Yr increasing at 3.00% per year compounded

Power: $8.10 per Light Fixture per Yr increasing at 7.00% per year compounded

Financing Folder
No financing

Salvage Value Folder
No salvage value



Investit Software Inc. www.investitsoftware.com

INSTRUCTIONS FOR ENTERING THE INCANDESCENT BULB ANALYSIS

Getting started
The first step is to open the Investit Decisions Template “Invest Expenses Only Yearly” as follows:

1. Open Investit Decisions.
2. Select the Investit Templates folder

Investit Templates 1 My Templates

Select Template for New Project

=1 Invest Decisions Yearly Projections
Invest Expenses Only Yearly q—
Invest Revenue & Expenses Yearly
=l Invest Decisions Monthly Projections
Invest Expenses Only Monthly
Invest Revenue & Expenses Manthly
=1 Replacement Decisions Yearly Projections
Keep Expenses Only Yearly
Keep Revenue & Expenses Yearly
Feplace Expenses Only Yearly
Feplace Revenue & Expenses Yearly
3. Select and open the Investit template “Invest Expenses Only Yearly”. The analysis period dialog will open at
this point.
4. Enter 5 years and click OK

1" Enter or change the Analys{s Time Period

For how many years do you wish to analyze the project?

Analysis Time Period |J_5: years

8] | zancel |
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Entering the project data and information

Project Info Folder

Project Name: Energy Analysis Incandescent Lights
Project Description: Business as usual case
Analysis Period: 5 years

Project Wiorking
Info. Irevestar Ireveestrmet Capital
Report Headers
Praject Mame |EnergyAnalysis Incandescent Lights+ |
Project Description |Elusiness a5 UsUal case df— |
Analysis Time Period
5 Years Chanoge Analysis Time Period *
Entry Information
Enter Revenue and Expenses Yearly Change Entry Infarmation
Starting Date January Year 1
Investor Folder
[v Turn off Tax Calculations
Discount Rate (Before Tax): 15.00%
The completed Investor folder
Froject Warking
Infa. 1 investor Investrment 1 Capital

! Check "Turn Off Tax Caculations"
")

Turn off Tax Calculations
Discount Rate or Desired Return on Investment

Before Tax i‘lﬁ.l:l[l%
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Investment Folder
No investments

Working Capital Folder
Working Capital: None

Expenses Folder
Bulb Replacements: $3.60 per Light Fixture per Yr increasing at 2.00% per year compounded
Labor: $27.00 per Light Fixture per Yr increasing at 3.00% per year compounded

Power: $32.40 per Light Fixture per Yr increasing at 7.00% per year compounded

Setting up the Entry choice “$ per Light Fixture per Yr” and moving to the top of the Entry Choice List
Steps

1. Display the “Entry Choice List” and select “Edit List...”

Entry Choice

Fpervr

$ per v

§ per Mo

§ per Wk

§ per Day

Amourt

§ per Unit and Quantity
F per Hour and Quantity
% of Expense(s)

$ per Sq. Ft per ¥r

§ per Sq. Ft per Mo

[Ecit ist... =
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2. Click on the “Add” button

Entry Choice List
[§ perve | Add...
§ perMa
$ per Wk ~ | Edit. |
§ perDay
Amoaunt | Delete |

§ per Unit and Quantity
§ per Hour and Quantity
% of Expense(s)

$ perSq. Ftper™r |
§ perS5q. FtperMa

| hawe Dot |

Move g |

|Prngrammed EC{

ok Cancel | Help

3. Enter “Light Fixture”
Add Entry Choice =l

* Time Period

" Mo Time Period

| Edit | |UserDefined |  and Quartity
3 per |LightFi>dure 44— | pEer I‘r‘r vI

& Enter using Dollars & Cents Eq. $754.35
" Enter using only Dollars Eq. $754

Preview
§ per Light Fixture peryr

ok Cancel Help
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4. Move “$ per Light Fixture per Yr” to top of Entry Choice list

1. Change Descriptions
2. Remove unused rows

Entry Choice List

§ per Light Fisture perY'r ‘ sl | Add... |

§ per vr I |

$ per Mo H | Edit. |

§ per Wk :

& per Day 1 3 | Delete |

Amount I

§ per Unit and Quantity | | Mave Down |

% per Hour and Quantity 1

% of Expense(s) I | & b’ Move Up |

B per Sq. Ftperyr I | |Prngrammed EC{

o4 Cancel Help
5. Complete the Expenses grid as follows;
Plr:};ﬂ Irvestor Investment %zmg? Expenses 1
Expenses
Endry Chaice aty Category Vear1dan.. | Year2Jan__ |
_|Sper Light Fixture per =)l 1000common -l $0.00, $0.00/

| per Light Fixture par 'fr = 1,000 Comman = 50.00 $000 i_
|8 per Light Fidure per vr =l| 1000/Common -l $.0.00] $000]

3. Set Entry Choice to
4§ per Light Fixture per Yr"

*

4, Enter No. of Light Fixtures

10



Bulb Replacements:
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$3.60 per Light Fixture per Yr increasing at 2.00% per year

1. Select the first row ‘Bulb Replacements” and click on the ‘Projection Wizard” button

Entry Choice

Frojact
Indo. Inmvestor
Expenses
Descripbon
Bull Repla;.:é.l.'-nzﬁ.té - § per Light Fhdure par v
| — 'ﬁ.ptrngi‘rtFmL.uepet o
ﬁé:};_;r e

| % per Light Fixture par r

I' Add || Insent || Delete |

Wiorking
Investment Capital l Expenses
| Oty | category | veartden | vesr2dan. |
=J| tpoojcommon  -i]  so00) §000;
=l 1000{Common =l $0.00 30.001
=] 1,000|Common =l| $ 0.00| $0.00,

Prajection Wizard

2. Complete the "Projection Wizard” as shown, then click “OK” button

'Ef Projection Wizard

Entry Information
Description:  Bulb Replacements
Entry Choice:  § per Light Fixture per™r
Projection
Time Period
Eni Project \ Starting Tao " Cort. Pro
. Entry Using... nerease fear End = L=
$ 3.60| Annual Compounding | 200%|vear1 ~J| W [5 =l

B Projection Description

Bulb Replacements

Cuarntity: 1,000
Tear 1

Entry Choice: § per Light Fixture per Year

$3.60 per Light Fixture per Year
Compounding at 2.00% per year far next 4 years

Delete Projection

Delete All Frojections

3

FProjection Description

11
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Labor: $27.00 per Light Fixture per Yr increasing at 3.00% per year compounded

1. Inthe Expenses Folder select the second row “Labor” and click on the “Projection Wizard” button
2. Complete the “Projection Wizard” as shown, then click “OK” button

'Ef Projection Wizard

Entry Information
Description:  Labaor

Entry Choice:  § per Light Fixture perr

Projection

Time Period

Ert Project | Starting | To . Cort. Bror
H Entry Using... rerease Year End s || i
= § 27.00 Annual Compounding = | - 300%|Vear1 | 5 <

~
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Power: $32.40 per Light Fixture per Yr increasing at 7.00% per year compounded

1. Inthe Expenses Folder select the third row “Power” and click on the “Projection Wizard” button
2. Complete the “Projection Wizard” as shown, then click “OK” button

I:I“ Projection Wizard

Entry Information
Description:  Power

Entry Choice: & per Bulb per T

Projection
4 Time Period
Entry Project . Increase ia‘tarting To rs | Cont. Praoj.
Entry Using... Year End
=5 32 40| Annual Compounding =] - 700% Year1 || W |5 =]
* Select + Check

SAVE THE PROJECT
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INSTRUCTIONS FOR ENTERING THE COMPACT FLUORESCENT BULB (CFL’s) ANALYSIS

Getting started
The first step is to open the Investit Decisions Template “Invest Expenses Only Yearly” as follows:

1. Open Investit Decisions.
2. Select the Investit Templates folder and select “Invest Expenses Only Yearly” template

Investit Templates 1 My Templates

Select Template for New Project

=1 Invest Decisions Yearly Projections
Invest Expenses Only Yearly q—
Invest Revenue & Expenses Yearly

=l Invest Decisions Monthly Projections
Invest Expenses Only Monthly
Invest Revenue & Expenses Manthly

=1 Replacement Decisions Yearly Projections
Keep Expenses Only Yearly
Keep Revenue & Expenses Yearly
Feplace Expenses Only Yearly
Feplace Revenue & Expenses Yearly

3. Enter 5 years and click OK

1" Enter or change the Analys{s Time Period

For how many years do you wish to analyze the project?

Analysis Time Period |J_5: years

8] | zancel |
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Entering the project data and information

Project Info Folder

Project Name: Compact Fluorescent lights Analysis
Project Description: Energy Efficiency Initiative
Analysis Period: 5 years

Project Warking
Infio. Irivestar Irvestment Capital
Report Headers
Project Mame |Compact Fluorescent Lights Analysis <— |
Project Description |Energy Efficiency Initiative q— |
Analysis Time Period
5 Years Chanoe Analysis Time Period
Entry Information
Enter Revenue and Expenses Yearly Change Entry Infarmation
Stating Date January Year 1
Investor Folder
[v Turn off Tax Calculations
Discount Rate (Before Tax): 15.00%
The completed Investor folder
Froject Warking
Infa. 1 investor Investrment 1 Capital

! Check "Turn Off Tax Caculations"
")

Turn off Tax Calculations
Discount Rate or Desired Return on Investment

Before Tax i‘lﬁ.l:l[l%

15



Investment Folder
Row 1 Description: Bulb

Investit Software Inc. www.investitsoftware.com

Amount: $4,000

Row 2 Description: Installation Amount: $3,750

Completed Investment Folder

Froject Working ) : Salvane
Info. 1 Investar 1 Investment 1 Capital Expenses Financing Value
Imrestments
Description Amount Year Manth
ulbs $4,000vear1 <llJan =]
Installation §3750|vear1 ~|/Jan |
+E nter descriptions Enter the "Amount" +
Working Capital Folder
Working Capital: $1,000 Year 1 Jan
Completed Working Capital Folder
Project Working
Infa. Investor Investrment Capital Expenses
Working Capital
Description Entry Chaice Year 1 Jan... | Year 2 Jan..
WWiorking Capital Add or Subtract (-) Warking Capital ﬂ $ 1,000 ki
Enter "Working {:apital"*

16
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Expenses Folder

Bulb Replacements: $2.88 per Light Fixture per Yr constant for five years

Labor: $2.70 per Light Fixture per Yr increasing at 3.00% per year compounded

Power: $8.10 per Light Fixture per Yr increasing at 7.00% per year compounded

Setting up the Entry choice “$ per Light Fixture per Yr” and move to the top of the Entry Choice List
Steps

1. Display the “Entry Choice List” and select “Edit List...”

Entry Choice

Fpervr

$ per v

§ per Mo

§ per Wk

§ per Day

Amourt

§ per Unit and Quantity
F per Hour and Quantity
% of Expense(s)

$ per Sq. Ft per ¥r

§ per Sq. Ft per Mo

[Ecit ist.. =

17
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2. Click on the “Add” button

Entry Choice List
[§ perve | Add...
§ perMa
$ per Wk ~ | Edit. |
§ perDay
Amoaunt | Delete |

§ per Unit and Quantity
§ per Hour and Quantity
% of Expense(s)

$ perSq. Ftper™r |
§ perS5q. FtperMa

| hawe Dot |

Move g |

|Prngrammed EC{

ok Cancel | Help

3. Enter “Light Fixture”
Add Entry Choice =l

* Time Period

" Mo Time Period

| Edit | |UserDefined |  and Quartity
3 per |LightFi>dure 44— | pEer I‘r‘r vI

& Enter using Dollars & Cents Eq. $754.35
" Enter using only Dollars Eq. $754

Preview
§ per Light Fixture peryr

ok Cancel Help




4.
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Entry Choice List

Move “$ per Light Fixture per Yr” to top of Entry Choice list and click “OK”

§ per Light Fisture perY'r sl | Add... |

§ per vr 4‘ |

$ per Mo H | Edit. |

$ per Wk |

& per Day I 3 | Delete |

Amount I

§ per Unit and Quantity I | Mave Down |

% per Hour and Quantity 1

% of Expense(s) I | & b’ Move Up |

B per Sq. Ftperyr I | |Prngrammed EC{

Ok Cancel Help
5. Complete the Expenses grid as follows;
Plrr?%g _Et l Imvestor Investrment vggmg? Expenses
Expenses
Description Entry Choice Gty Category Year 1 Jan... | Year 2 Jan..

Bk $ per Light Fixture per vr | 1,000 Comman | $0.00 $0.00
Labor P § per Light Fixture per vr | 1,000/ Comman =l $0.00 $0.00
Power § per Light Fixture per vr | 1,000/ Comman =l $0.00 §0.00

1. Change Descriptions
2. Remove unused rows

3. Set Entry Choice to
"% per Light Fixture per Yr"

*

4, Enter No. of Light Fixtures

19



Bulb Replacements:
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$2.88 per Light Fixture per Yr constant for the five years

1. Select the first row ‘Bulb” and click on the ‘Projection Wizard” button

Project Working

Infa. Investar Investment 1 Capital Expenses
Expenses

Descrigtion Entry Choice Gty Categoary Year 1 Jan... | Year 2 Jan..
Bull $ per Light Fisture per vt = 1,000/ Comman | §0.00 $0.00
Lakor § per Light Fixture per r | 1,000| Comman | $0.00 $0.00
Power $ per Light Fisture par vt =l 1,000| Comman k| §0.00 $0.00

”I Add || Insert || Delete |
| Frojection \Wizard | |
2. Complete the “Projection Wizard” as shown, then click “OK” button
I'EI~ Projection Wizard
Entry Information
Description:  Bulbh Replacments
Entry Choice:  § per Bulb per T
Projection
Time Period
En Project \ Starting To " Cont. Proé
= Ertry Using... nerease fear End = Sl
= 5 2 55| Constant (Fill Right) =] vear1 =l ¥ |5 =l
+ Check

20
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Labor: $2.70 per Light Fixture per Yr increasing at 3.00% per year compounded

1. Inthe Expenses Folder select the second row “Labor” and click on the “Projection Wizard” button
3. Complete the “Projection Wizard” as shown, then click “OK” button

Completed Projection Wizard

I':I' Projection Wizard

Entry Information
Description:  Labaor

Entry Chaoice: & per Bulb per T

Projection
[Time Period
Entry Project . Increase iStarting To ¥rs | Cont. Proj.
Entry Using... Tear End
=P 5 2.70) Annual Compounding = =P 300%|vear1 =l W |5 ~|
* Select + Check

Power: $8.10 per Light Fixture per Yr increasing at 7.00% per year compounded

1. Inthe Expenses Folder select the third row “Labor” and click on the “Projection Wizard” button
2. Complete the “Projection Wizard” as shown, then click “OK” button

Ef Projection Wizard

Entry Information
Description:  Power

Entry Chaoice:  § per Bulb perr

Projection
[Time Period
Eritry Project . Increase iStarting To Yre | Cont. Proj.
Eritry Using... Year Enidl
= § 5.10| Annual Compounding =] =P 700%|vear1 || ¥ |5 -]
* Select +{2heck

Entries are complete. There are no entries in the Financing and Salvage Value folders

SAVE THE PROJECT
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DECISION
To decide between the two different kinds of light bulbs use;

a) The Project Comparison Report (Before Tax) and
b) The Incremental Cash Flow Report (Before Tax)

Project Comparison Report

Up to four projects can be compared side by side.
Steps involved in selecting the projects for the Project Comparison Report.

1. Select the Project Comparison Report (Before Tax) on the Reports menu

Eepnns Tools  Ltilites  [nvestit  Activation  He

&% Print Reports... CHi+R
Export Reports to Excel... Ctl+E
Export Reports to PDF... Ctrl+D

General Information Reports »

Expense Statement
Qperating Cash Flow
Warking Capital

Met Cash Flow

Cash Flow on Disposition

- T v w ¥ v

Expense Calculations

Graphs ]

Input Data Summary
Projection Descriptions
Depreciation Schedules

Project Comparison Report ¢ fElefure Tax

Lease Analysis Comparison Report k| After Tax

Incremental Cash Flow Report ]

22
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2. On the Project Comparison Report dialog click on the “Add” button to display the Report Selection List. Select
the desired Project and click ‘Ok”. Repeat the process to add another project as shown below.

Project Comparison Report
Selected Projects

The Multi-Project Comparison Reportis genarated from the selecied projects.

Projsct Name | Ecanas

Click on the "Add" button, sefect the /x
Project and click on the "0OK" button

| |Done

‘Project Selection List

Select project

Buy Example e
Buy v Lease Scenario 1
Buy v Lease Scenario 2
Energy Analysis Compact Fluorescent Bulbs
Energy Analysis Incandescent Bulbs e
Graham BAL —
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3. The diagram below shows the selected projects to be displayed in the “Project Comparison Report”

|Pr0ject Comparison Report

Selected Projects

The Multi-Project Comparison Report is generated from the selected projects.

Project Mame

Add...
nergy Analysis Incandescent Elulbs.nnp‘—
Energy Analysis Compact Fluarescent Bulbs nnp q‘— Femaove
Selected Projects T
To preview the Comparison Report
[
Mawe L fowe Dawn
Preview Report Print Report Export to Excel Export to PDF Daone

24
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Project Comparison Report

Project Comparison Report (Before Tax)
Met C==h Flow | Before Tax)]
Energy Analysis Incandescent Energy Analysis Compact
Biulbs Fluarescent Bulbs
Wear 0 - (8.750)
1 (53,0007 (146807
2 (55,1500 (14.330)
3 (59,920) (15,0107
4 (73,0100 [15,750)
5 (76,7600 (14.5490)
Total (242,400 (53,060)
Financia Return Before Tax
Intema Rateof Raum [IRR] N Mo
MIRF (T M
Shortterm financing rate
Shortterm reinwestment rate
MHet Present waue [HPW) —h’ (% 230,393 at 15.00% _h. (F 58,95 at 15.00%
Annual Equivaency + % 62 730 at 15.00% + 17,43 at 15.00%
Benditto Cost Ratio N M
Fayback Period [Years] MiA MR
Diszourted Pay Back Period [Years) Ma, M
Mote
Unable to caleulate the IRF and MIRR because all the Cash Flovs are negative.

Interpretation and decision using the “Comparison Report”

The Compact Fluorescent Light offers significant economic advantages. The Compact Fluorescent Light has the
lowest Net Present Value (NVP) at 15.00% before tax which is <$58,454> compared to <$230,393> for
Incandescent Lights which is a substantial savings.
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Incremental Cash Flow Report

When carrying out “Incremental Cash Flow Analysis” the largest investment goes first for the Incremental Cash
Flow Report. In this case it is the “Compact Fluorescent Light” option

Steps

1. Select the Incremental Cash Flow (Before Tax) on the Report menu

Reports  Tools Lilites  |nvestit  Activation He
&5 Print Reports... Cti+R
Export Reports to Excel... Ctri+E
Export Reports to PDF .. Ctrl+D

General Infarmation Reports b

Expense Statement
Qperating Cash Flow
Warking Capital

Met Cash Flow

Cash Flow on Disposition

- T 2w W w W

Expense Calculations

Graphs [

Input Data Summary
Projection Descriptions
Depreciation Schedules

Froject Comparison Report r
Lease Analysis Comparison Report b

Incremental Cash Flow Report b Before Tax

Report Preferences... After Tax

Currency Conversion
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2. Enter the following;

Investor's Marginal Tax Rate: 0.00%

Discount Rate: 15.00%

Short Term Rates: Financing Rate 7.50%
Reinvestment Rate 2.50%

On the “Incremental Cash Flow Report” dialog click on the “Add” button to display the Report Selection List. Select

the “Compact Fluorescent Light” analysis and click ‘Ok”. Repeat the process and select the “Incandescent Light”.

The “Compact Fluorescent Light” analysis was selected first because it involves the larger investment.

Incremental Cash Flow Report w
Investor's Rates. Applied to all selected projects
Imvestor Short Term Rates (Before Tax)
Investor Marginal Tax Rate _UZUU%I_ Financing Rate P 7.50%|

Discount Rate (Before Tax) p-15.00%| Reinvestment Rate b 2.50%)|

Selected Projects

The Incremental Cash Flow Reportis created by ‘Adding’ or 'Subtracting’ the cash flows for the selected
Projects.

Acld Subtract Add.
Cash Flow Cash Flow >

Project Mame

1. Click on the "Add" button to display the Project Selection List / — =l
2. Select the "Compact Fluorescent Bulb" project and click "Ok" i~
3. Repeat the process and select the "Incandescent Light” project

1) e} ._ _. [l e Prﬂjéﬂt Selection List '

Select project

Al Buy Example. Expenses Only Yearly Proj ==
Al Lease Example. Expenses Only Yearly Proj
Al Make Example. Expenses Only Yearly Praj

Al Qutsource Example. Expenses Only Yearly Pr
Energy Analysis Compact Fluarescent Elulbs*‘-
L_dEnargy Analvsis lncandescentBulbs | |

27
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The selected projects for the Incremental Cash Flow Report are:

Incremental Cash Flow Report

Investor
Investor Marginal Tax Rate

Discount Rate (Before Tax)

Investor's Rates. Applied to all selected projects
Short Term Rates (Before Tax)

0.00%| Financing Rate
15.00%| Reinvestment Rate

Selected Projects
The Incremental Cash Flow Report is created by ‘Adding’ or 'Subtracting’ the cash flows for the selected
Projects.
Acd Subtract
: Add. .
Project Name Cash Flow Cash Flow
Energy Analysis Compact Fluorescent Bulbs.nnp = -+ " Fernoye
Energy Analysis Incandescent Bulbs.nnp { =&
Remaove all
The Net Cash Flow for the Incandescent Lights is subtracted fron
the Net Cash Flow for the Compact Fluorescent Lights
lawe L lawe D
Preview Report Print Report Export to Excel Exportto POF Lione

Click on the “Preview Report” button to display the “Incremental Cash Flow Report”

28
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Incremental Cash Flow Report (Before Tax)

Incremental Cash Flow Report (B efore Tax)
Met C=sh Flow | Before Tax)
Inzremental
Flus Minus Mat Cash Flow
Energy Anahlysis Compact Energy Analysis [Before Ta)
Fluorescent Bulbs Incandes cent Bulbs
ear 0 (2750 - (87500
1 [ at=1)] (53,0007 48,320
2 (14323 (65,1507 51,220
3 (15010 (59,4507 470
4 (15750 720100 57,260
il (14540 (75,7800 52,220
Total (23060 345,407 265,340
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Interpretation and decision using the “Incremental Cash Flow Report”

The Internal rate of Return (IRR) of using “Compact Fluorescent Light™ instead of “Incandescent Lights” is 559.08%
before tax.

Using Compact Fluorescent Lights (CFL’s) offers substantial economic benefits and a very high return on
Investment. The “Discounted Payback Period at 15.00%" is 0.21 years

Compact Fluorescent Light has the lowest Net Present Value (NVP) at 15.00% before tax which is <$58,454>
compared to <$230,393> for Incandescent Lights which is a substantial savings

Both the ‘Incremental Cash Flow” approach or choosing the option with the highest Net Present Value (NPV) will
result in the same choice when dealing with mutually exclusive investments.
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