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AgendaAgenda
TM

•• Background on CEIBackground on CEI
•• The The EconExpertEconExpertTMTM Software Tools Applied in the StudySoftware Tools Applied in the Study

•• The AnalysisThe Analysis
•• Study ObjectivesStudy Objectives
•• HI Tariffs OverviewHI Tariffs Overview
•• AssumptionsAssumptions
•• ResultsResults

•• Economics from Perspective of Host and OwnerEconomics from Perspective of Host and Owner
•• CHP is Complex CHP is Complex –– Every Site and Application is UniqueEvery Site and Application is Unique

•• Panel for QuestionsPanel for Questions and Discussionand Discussion
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•• Founded in 1997Founded in 1997
•• Software Licensing and Consulting ServicesSoftware Licensing and Consulting Services

oo Experienced Power Project DevelopersExperienced Power Project Developers
oo Microsoft ExcelMicrosoft Excel®® / Visual Basic Specialists/ Visual Basic Specialists

•• Developers of the Developers of the EconExpertEconExpert®® Software SuiteSoftware Suite
oo EconExpertEconExpert--IAT   IAT   (Interval Analysis Tool)(Interval Analysis Tool)
oo EconExpertEconExpert--DG    DG    (Distributed Generation / CHP)(Distributed Generation / CHP)
oo EconExpertEconExpert--LP    LP    (Renewables and Central Power)(Renewables and Central Power)

-- Documented / Menu DrivenDocumented / Menu Driven
-- Data Entry Templates and WizardsData Entry Templates and Wizards
-- Fully CustomizableFully Customizable
-- Automated SensitivitiesAutomated Sensitivities

www.EconExpert.NETwww.EconExpert.NET

TM

Competitive Energy Insight, Inc.Competitive Energy Insight, Inc.
Power Industry ProfessionalsPower Industry Professionals
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Our Analysis PhilosophyOur Analysis Philosophy
The Economics of  Stakeholders in Energy Projects The Economics of  Stakeholders in Energy Projects 
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Capacity
Sales

Understanding Those RelationshipsUnderstanding Those Relationships
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EconExpertEconExpert--IATIAT
Interval Make / Buy AnalysisInterval Make / Buy Analysis

•• Hourly Operating AnalysisHourly Operating Analysis
oo Dynamics of DG/CHP OperationsDynamics of DG/CHP Operations
oo Optimize Equipment Selection and SizingOptimize Equipment Selection and Sizing

•• Data SourcesData Sources
oo Electric/Thermal meter & subElectric/Thermal meter & sub--metering datametering data

-- Or simulated profilesOr simulated profiles
oo Fuel and Electric TariffsFuel and Electric Tariffs
oo Equipment Technical & Performance DataEquipment Technical & Performance Data

•• Consolidated Reports & GraphicsConsolidated Reports & Graphics
oo Operating ProfilesOperating Profiles
oo Hourly PerformanceHourly Performance
oo Monthly ReportsMonthly Reports

-- Thermal and Electric Bills Before & After DGThermal and Electric Bills Before & After DG
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Electric and Thermal Load and Electric and Thermal Load and 
Load Duration CurvesLoad Duration Curves

Hotel - Hourly Electric Load
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Hotel - Hourly Chiller Load
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Hotel - Electric Load Duration Curve
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EconExpertEconExpert--IATIAT
Simple Tariff TemplatesSimple Tariff Templates

Monthly Fixed Charges 1 3 4

Category January March April

 Customer Charge 319$                         319$                     319$                     

Energy Rate kwh/kw of Billing 
Demand to kwh/kw

Tiered
Energy Charges 

c/kwh
-                                                200                     10.22

200                                           400                     9.43
400                                           100,000,000       9.12

Demand Rate / kw of Billing 
Demand to ___ kw

Tiered
Demand Charges 

$/kw mo
-                                                500                     $9.96

500                                           1,500                   $9.46
1,500                                        100,000,000       $8.46

Similar Templates Apply to Time-of-Use or 
Standard Tiered Tariffs
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EconExpertEconExpert--DGDG
Economic / Financial AnalysisEconomic / Financial Analysis

•• Full Before and AfterFull Before and After--Tax Discount Cash FlowTax Discount Cash Flow

•• Critical Considerations for Project AnalysisCritical Considerations for Project Analysis
oo Host’s Appetite for Electric Energy and Waste HeatHost’s Appetite for Electric Energy and Waste Heat
oo Regulatory Requirements and TariffsRegulatory Requirements and Tariffs
oo Costs of Installation and OperationCosts of Installation and Operation
oo Performance Characteristics of the TechnologyPerformance Characteristics of the Technology
oo Fuel Costs and Pricing RiskFuel Costs and Pricing Risk
oo Income Taxes and Efficient Utilization of Tax BenefitsIncome Taxes and Efficient Utilization of Tax Benefits
oo Sources for Grant FundingSources for Grant Funding
oo Financing Alternatives including Operating LeasesFinancing Alternatives including Operating Leases

•• Fully Integrated withFully Integrated with EconExpertEconExpert--IATIAT
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Study ObjectivesStudy Objectives
•• Consultations with Key StakeholdersConsultations with Key Stakeholders

oo HECO HECO –– Regulated Tariffs and DocketRegulated Tariffs and Docket
oo KIUC KIUC –– DG/CHP Perspective of Electric CooperativeDG/CHP Perspective of Electric Cooperative
oo The Gas Company The Gas Company –– Independent Ownership Independent Ownership 
oo Property Owners Property Owners –– Needs and PerspectivesNeeds and Perspectives
oo Equipment Suppliers Equipment Suppliers –– Technology and SolutionsTechnology and Solutions

•• Evaluation of Three Typical Applications Evaluation of Three Typical Applications 
oo From the perspective of various stakeholders From the perspective of various stakeholders 
oo Comparison of Economic and Risk Factors Comparison of Economic and Risk Factors 
oo Regulated and Unregulated Economic ScenariosRegulated and Unregulated Economic Scenarios
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HECO Companies CHP ForecastHECO Companies CHP Forecast
HECO CHP Forecast
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HECO Companies CHP ForecastHECO Companies CHP Forecast
HELCO CHP Forecast
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HECO Companies CHP ForecastHECO Companies CHP Forecast
Maui CHP Forecast
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HECO Companies CHP ForecastHECO Companies CHP Forecast
HECO Service Territory CHP 

Forecast
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Stakeholder FeedbackStakeholder Feedback

•• Rate and Tariff StructuresRate and Tariff Structures
•• Comments on Thermal and Electric Comments on Thermal and Electric 

Load ProfilesLoad Profiles
•• Preferred Applications for DG/CHPPreferred Applications for DG/CHP
•• Business ModelsBusiness Models



16

HECO and KIUC TariffsHECO and KIUC Tariffs
(Effective 7/1/04)(Effective 7/1/04)

- Monthly Demand

- First 500 kw
- 500 - 1500 kw
- Over 1500 kw     

Demand Charge, $/kw / Mo
$319

HECO Oahu, Schedule 
PS

$347Customer Charge, $/Mo

KIUC Schedule PCategory

22.90 ¢
22.90 ¢
20.94 ¢

10.22  ¢
9.43  ¢
9.23  ¢

- First 200 kwh / kw  of 
demand

- 200 – 400 kwh / kw        “    
- Over 400 kwh / kw         “ 

Energy Charge, cents/kwh

Source:  Rate Data Sheet Provided by DBEDT and discussions with HECO and KIUC

$5.00*
*Host or 3rd Party Owned.   
75% of Standby Demand 
Ratchet if Miss 2/12 mos

NOStandby Charges for Private 
Generation (12 mo), $/kw Mo

$ 9.96
$ 9.46
$ 8.46

Maximum of Metered 
Demand or Prior 11 Month 

Peak

$10.45

Maximum of Metered Demand 
or 

75% of Prior 11 Month Peak
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HELCO and Maui TariffsHELCO and Maui Tariffs
(Effective 7/1/04)(Effective 7/1/04)

$ 11.25
$ 10.75
$ 10.75

$ 8.51
$ 8.01
$ 8.01

- First 500 kw
- 500 - 1500 kw
- Over 1500 kw     

Maximum of Metered 
Demand or Prior 11 Month 

Peak

Maximum of Metered Demand 
or Prior 11 Month Peak

Demand Charge, $/kw / Mo

$225

Maui, Schedule P
$375Customer Charge, $/Mo

HELCO, Schedule PSCategory

18.78 ¢
16.60 ¢
15.60 ¢

18.57  ¢
17.03  ¢
15.31  ¢

- First 200 kwh / kw  of 
demand

- 200 – 400 kwh / kw        “    
- Over 400 kwh / kw         “ 

Energy Charge, cents/kwh

$11.40/kw mo*
Host or 3rd Party 

Owned, Applies for life 
of asset.

NOStandby Charges for Private 
Generation (12 mo), $/kw Mo

Source:  Rate Data Sheet Provided by DBEDT and discussions with HECO and KIUC
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Stakeholder PerspectivesStakeholder Perspectives
•• Utility Own & OperateUtility Own & Operate

oo Perspectives of HECO and HostPerspectives of HECO and Host
oo Proposed Terms of DocketProposed Terms of Docket
oo HECO responsibleHECO responsible

•• Host Own & OperateHost Own & Operate
oo Identifies All Potential Savings Available to ProjectIdentifies All Potential Savings Available to Project
oo Host responsible for installation, fuel and operating riskHost responsible for installation, fuel and operating risk

•• Private 3Private 3rdrd Party Own & OperateParty Own & Operate
oo Perspectives of Third Party Owner and HostPerspectives of Third Party Owner and Host
oo Portions of savings shared with hostPortions of savings shared with host
oo Private party takes installation and operating risksPrivate party takes installation and operating risks
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Primary Study Assumptions (1 of 4)Primary Study Assumptions (1 of 4)
Economic AssumptionsEconomic Assumptions

10.0%10.0%Discount RateDiscount Rate
2.5%2.5%Inflation RateInflation Rate

20 years20 yearsProject LifeProject Life
1/1/061/1/06StartStart--ofof--OperationsOperations
5 Months5 MonthsConstruction TermConstruction Term

$1860/kw$1860/kwAs Financed Installed CostAs Financed Installed Cost
$60/kw$60/kwAnnual Fixed CostsAnnual Fixed Costs

$1750/kw$1750/kwCapital CostCapital Cost

10 Years10 YearsLoan TermLoan Term
8.0%8.0%Interest RateInterest Rate
70%70%Percent FinancedPercent Financed
20 Years20 YearsDepreciation Term, MACRSDepreciation Term, MACRS
35.0%35.0%Federal Income Tax RateFederal Income Tax Rate
6.4%6.4%State Income Tax RateState Income Tax Rate
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Primary Study Assumptions (2 of 4)Primary Study Assumptions (2 of 4)
Engine Performance AssumptionsEngine Performance Assumptions

260 on Natural Gas260 on Natural Gas
Assumed 195 (30% Assumed 195 (30% 
Derate on Diesel, Derate on Diesel, 
Propane or SNG)Propane or SNG)

SNG or PropaneSNG or Propane

Blue Point Blue Point -- Lean OneLean One
(Lower Emissions (Lower Emissions ––

Limited Sizes)Limited Sizes)

432432Capacity, kwCapacity, kw
DieselDieselBase FuelBase Fuel

Caterpillar 3456DITACaterpillar 3456DITA

Important Note:Important Note: Analysis of Caterpillar and Blue Point Engines is NOT Analysis of Caterpillar and Blue Point Engines is NOT 
intended as a competitive comparison of engine types but rather intended as a competitive comparison of engine types but rather as an as an 

illustration of impacts of number and size of engines on economiillustration of impacts of number and size of engines on economics.cs.

Provided by Provided by 
SupplierSupplier

Provided by Provided by 
SupplierSupplier

Part Load ProfilesPart Load Profiles
50%50%50%50%Single Engine Min LoadSingle Engine Min Load

43.6%43.6%41.2%41.2%Useful Thermal, % of Heat InputUseful Thermal, % of Heat Input

11,74011,74010,48910,489Full Load Net Heat Rate, Btu/kwh Net Full Load Net Heat Rate, Btu/kwh Net 
HHVHHV
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Primary Study Assumptions (3 of 4)Primary Study Assumptions (3 of 4)
Absorption Chiller Performance AssumptionsAbsorption Chiller Performance Assumptions

(Trane or Like)

~50 ~50 –– 300 Tons Matched to:300 Tons Matched to:
Engine Thermal OutputEngine Thermal Output
Site Electric Chiller and Refrigeration Site Electric Chiller and Refrigeration 

DemandDemand

Capacity, TonsCapacity, Tons

0.17 Therms/hr/Ton0.17 Therms/hr/TonThermal Inputs at full loadThermal Inputs at full load

(Trane or Like)

4.71 kwh/Therm of Waste Heat4.71 kwh/Therm of Waste Heat

0.80 kw/Ton0.80 kw/Ton
Electric Chiller OffsetElectric Chiller Offset



22

Primary Study Assumptions (4 of 4)Primary Study Assumptions (4 of 4)
•• Three “Proxy” Building Load ProfilesThree “Proxy” Building Load Profiles

oo Primen EnergyShape Database Adjusted based on Stakeholder FeedbaPrimen EnergyShape Database Adjusted based on Stakeholder Feedbackck

•• HECO, KIUC and Maui ProjectsHECO, KIUC and Maui Projects
•• Base Case Fuel Prices, $/ThermBase Case Fuel Prices, $/Therm

$1.20$1.20

N/AN/A

$1.00$1.00

Kauai / MauiKauai / Maui

0%0%$0.90$0.90DieselDiesel

~30%~30%$1.10$1.10PropanePropane

0% 0% -- ??????$1.10$1.10SNGSNG

Potential Engine Potential Engine 
DeratingDerating

OahuOahuFuel TypeFuel Type

•• Variable Costs, 0.10cents/kwhVariable Costs, 0.10cents/kwh
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Sensitivity AnalysesSensitivity Analyses
•• Fuel Types Fuel Types -- Diesel, SNG, PropaneDiesel, SNG, Propane

oo Fuel PriceFuel Price

•• Equipment Configuration / RedundancyEquipment Configuration / Redundancy
oo # of Generators# of Generators
oo # of Chillers# of Chillers

•• System Reliability / Forced Outage RateSystem Reliability / Forced Outage Rate
oo First Year Savings versus Later YearsFirst Year Savings versus Later Years
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Proxy Building Load ProfilesProxy Building Load Profiles
HotelHotel
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Hotel - Hourly Chiller Load
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Hospital - Hourly Electric Load
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Hotel - Hourly Electric Load
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Hotel Proxy Electric Load ProfileHotel Proxy Electric Load Profile
1 Month1 Month

Hotel - Hourly Electric Load - July
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HECO Docket No. 03HECO Docket No. 03--03660366
CHP Rates for Oahu CustomersCHP Rates for Oahu Customers

•• HECO Builds, Owns and Operates FacilityHECO Builds, Owns and Operates Facility
•• Customers Charged Under Same Energy Rate ScheduleCustomers Charged Under Same Energy Rate Schedule

oo Demand Charges UnaffectedDemand Charges Unaffected
oo 1.0 cent/kwh Discount for Displaced Electric Energy1.0 cent/kwh Discount for Displaced Electric Energy

-- Subject to Minimum 85% Availability RateSubject to Minimum 85% Availability Rate

oo Thermal Sales at $0.40/Therm Thermal Sales at $0.40/Therm ++50%50%
-- Subject to project specific negotiationsSubject to project specific negotiations
-- Escalated at GDPIPDEscalated at GDPIPD

oo Facilities Charges for Absorption ChillersFacilities Charges for Absorption Chillers
-- If owned by UtilityIf owned by Utility
-- $560 $560 -- $3150 / Mo Depending on Chiller Size$3150 / Mo Depending on Chiller Size
-- Escalated 3%/yrEscalated 3%/yr

•• Similar Approach for Other Islands in HECO Service TerritorySimilar Approach for Other Islands in HECO Service Territory
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HECO DocketHECO Docket
Hotel Case Hotel Case –– CAT EnginesCAT Engines

DieselDieselDieselDieselDieselDieselFuelFuel

33
HospitalHospital

1122Number of  Number of  
EnginesEngines

Office BuildingOffice BuildingHotelHotelCaseCase

43343312971297865865Total Direct Total Direct 
Generation, kwGeneration, kw

6.686.68 2.792.794.934.93MM Kwh Displaced MM Kwh Displaced 
by Engineby Engine

100100250250200200Chiller Capacity, Chiller Capacity, 
TonsTons

193193

1.401.40

2020106106K Therms Thermal K Therms Thermal 
Energy DisplacedEnergy Displaced

0.5860.5861.041.04MM Kwh Displaced MM Kwh Displaced 
by Absorption by Absorption 
ChillerChiller
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HECO DocketHECO Docket
Hotel Case Hotel Case –– Estimated Savings to HostEstimated Savings to Host

(~92.5% Capacity Factor)(~92.5% Capacity Factor)
Office BuildingOffice BuildingHospitalHospitalHotelHotelCaseCase

$26,000$26,000$61,000 $61,000 $45,000$45,000Annual Direct Annual Direct 
Generation Generation 
SavingsSavings

($11,400)($11,400)($16,800)($16,800)($16,800)($16,800)Cost of AbsorptionCost of Absorption
ChillersChillers

$  5,500$  5,500$13,000$13,000$9,500$9,500Annual Savings Annual Savings 
from Absorption from Absorption 
Chiller OffsetChiller Offset

$  9,500$  9,500$90,000 $90,000 $50,000$50,000Annual Thermal Annual Thermal 
Savings Savings 
($0.50/therm)($0.50/therm)

$35,500+$35,500+$151,000+$151,000+$95,000+$95,000+Savings without Savings without 
Chiller *Chiller *

$29,600$29,600$147,200$147,200$87,700 $87,700 Savings with Savings with 
ChillerChiller

*  + there may be some additional savings associated with additional waste heat use
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Host Owned and OperatedHost Owned and Operated
Potential Gross Savings Potential Gross Savings 

(With 100% of Demand Charge Credits / Diesel)(With 100% of Demand Charge Credits / Diesel)

DG/CHP in Hawaii - Contributions to Gross Savings
(Excludes Costs of DG/CHP Operation)
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Host Owned and OperatedHost Owned and Operated
Net Annual Savings Net Annual Savings –– Base CaseBase Case

(100% of Demand Savings / No Standby Charges / Diesel)(100% of Demand Savings / No Standby Charges / Diesel)

DG/CHP in Hawaii - Gross and Net Savings
(Includes Costs of DG/CHP Operation using Diesel
100% of Demand Savings / No Standby Charges)
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Host Owned and OperatedHost Owned and Operated
Net Annual Savings Net Annual Savings –– Base CaseBase Case

(100% of Demand Savings / No Standby Charges / Diesel)(100% of Demand Savings / No Standby Charges / Diesel)

DG/CHP in Hawaii - Net Savings
(Includes Costs of DG/CHP Operation using Diesel
100% of Demand Savings / No Standby Charges)
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Host Owned and OperatedHost Owned and Operated
Net Annual Savings Net Annual Savings 

(Reverse Demand Savings / Include Standby Charges / Diesel)(Reverse Demand Savings / Include Standby Charges / Diesel)
DG/CHP in Hawaii - Net Savings - Diesel Fuel

(First Year Savings - Includes Ratchet on Demand Charges and KIUC Standby Charges)
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Oahu Oahu -- Net Annual Savings Net Annual Savings –– Base CaseBase Case
(100% of Demand Savings / No Standby Charges)(100% of Demand Savings / No Standby Charges)

SNG vs. Diesel (22% Higher Price / Same Performance)SNG vs. Diesel (22% Higher Price / Same Performance)

SNGSNG
DG/CHP in Hawaii - Net Savings

(Includes Costs of DG/CHP Operation Using Gas - No Derating)
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(Includes Costs of DG/CHP Operation using Diesel
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Oahu Oahu -- Net Annual Savings Net Annual Savings –– Base CaseBase Case
(100% of Demand Savings / No Standby Charges)(100% of Demand Savings / No Standby Charges)

SNG vs. Diesel (22% Higher Price / Same Performance)SNG vs. Diesel (22% Higher Price / Same Performance)

DG/CHP in Hawaii - Net Savings
(Includes Costs of DG/CHP Operation Using Gas - No Derating)
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Oahu Hotel - Sensitivity to Chiller Sizing
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Net Annual Savings
Oahu Hotel - Sensitivity to Chiller Sizing
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Oahu Hotel Oahu Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project –– IRRIRR

Total Investment     $1.5 MMTotal Investment     $1.5 MM
Amount Financed   $0.0 MMAmount Financed   $0.0 MM
Owners Equity        $1.5 MMOwners Equity        $1.5 MM

UNLEVERAGEDUNLEVERAGED
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Oahu Hotel Oahu Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project –– IRRIRR

Total Investment     $1.5 MMTotal Investment     $1.5 MM
Amount Financed   $0.0 MMAmount Financed   $0.0 MM
Owners Equity        $1.5 MMOwners Equity        $1.5 MM

UNLEVERAGEDUNLEVERAGED
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Oahu Hotel Oahu Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project -- IRRIRR

LEVERAGEDLEVERAGEDTotal Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Oahu Hotel Oahu Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project -- IRRIRR

LEVERAGEDLEVERAGEDTotal Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Oahu Hotel Oahu Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Oahu Hotel Oahu Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Oahu Hotel Oahu Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Optimized Chiller Size and OperationOptimized Chiller Size and Operation
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Oahu Hotel Oahu Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Optimized Chiller Size and OperationOptimized Chiller Size and Operation
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Tornado Diagram - Sensitivity of After Tax IRR 
to Changes in Capital Cost, Equity Investment, Debt and Lease Related Inputs

Base Case 20 yr. IRR= 7.1%
for the Oahu Hotel - 2 x Cat Project
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$1.104/Therm +/- 25.0%
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9.69 cents/kwh* +/-25.0%

10% Savings with Site Host (5 yr avg.
O&M) $79,966* +/-100.0%

Displaced Fuel Use/Facility Fuel Price (5
yr avg)$1.151 $/Therm +/-25.0%

Demand Charges (5 yr avg) $9.707 $/kw
mo +/-25.0%

Capital Investment Cost (Excl. Soft Costs
& IDC) $1,512,875 +/- 10.0%

Fixed & Expensed Major Maintenance
Costs (5 yr avg)$51,870*) +/-25.0%

Annual Interest Rate on Primary Debt=
8.0% +/- 1.0%

Variable O&M Costs (5 yr avg) 0.10
cents/kwh +/-25.0%

Term of Primary Debt 10 yrs. +/- 1 Yr.

Owner's Equity During Operations=
30.0% +/- 5.0% of Investment

Interest Rate on Construction Debt 8.0%
+/- 1.0%

% Change in IRR from Base Case
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Kauai Hotel Kauai Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project –– IRRIRR

Total Investment     $1.5 MMTotal Investment     $1.5 MM
Amount Financed   $0.0 MMAmount Financed   $0.0 MM
Owners Equity        $1.5 MMOwners Equity        $1.5 MM

UNLEVERAGEDUNLEVERAGED
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Kauai Hotel Kauai Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project –– IRRIRR

Total Investment     $1.5 MMTotal Investment     $1.5 MM
Amount Financed   $0.0 MMAmount Financed   $0.0 MM
Owners Equity        $1.5 MMOwners Equity        $1.5 MM

UNLEVERAGEDUNLEVERAGED
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Kauai Hotel Kauai Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project -- IRRIRR

LEVERAGEDLEVERAGEDTotal Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM



50

Kauai Hotel Kauai Hotel –– Indicative EconomicsIndicative Economics
Host Owns Project Host Owns Project -- IRRIRR

LEVERAGEDLEVERAGEDTotal Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Kauai Hotel Kauai Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 25% of Savings with HostShares 25% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Kauai Hotel Kauai Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 25% of Savings with HostShares 25% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Maui Hotel Maui Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Maui Hotel Maui Hotel -- Investor Owns Project Investor Owns Project –– IRRIRR
Shares 10% of Savings with HostShares 10% of Savings with Host

Total Investment     $1.6 MMTotal Investment     $1.6 MM
Amount Financed   $1.1 MMAmount Financed   $1.1 MM
Owners Equity       $0.5 MMOwners Equity       $0.5 MM
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Summary of Economic Results Summary of Economic Results -- HotelHotel

14.8%33.4%39.4%86.5%16.0%7.1%15.2%
Investor 20 Yr IRR % 
(After Tax, 70% Debt Financed)

$327$131$410$1,042$98$85$305$95
Host Net Annual Savings 

(After Expenses)
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3rd

Party
3rd

Party
3rd

PartyHost
3rd

Party
3rd

PartyHost
HECO
DocketOwner

Typical Host Savings 1000 $ / yr



58

Conclusions and Recommendations (1 of 3)Conclusions and Recommendations (1 of 3)

•• HI presents a very exciting market opportunity HI presents a very exciting market opportunity 
for CHPfor CHP

•• Economics are Island and Site SpecificEconomics are Island and Site Specific

•• Economics of 3Economics of 3rdrd Party Ownership are better on Party Ownership are better on 
Neighbor IslandsNeighbor Islands

oo Oahu Oahu –– Strong preference for sites with substantial thermal usesStrong preference for sites with substantial thermal uses

oo Maui and Big Island Maui and Big Island –– Most applications attractive subject to Most applications attractive subject to 
optimization, efficient design and risk managementoptimization, efficient design and risk management

oo Kauai Kauai –– Very strong economics driven by high cost of energyVery strong economics driven by high cost of energy
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Conclusions and Recommendations (2 of 3)Conclusions and Recommendations (2 of 3)

•• Economics tend to favor diesel based on lower costEconomics tend to favor diesel based on lower cost
oo Transportation, storage, permitting and environmental benefits oTransportation, storage, permitting and environmental benefits of f 

gas fuels can overcome this difference at many sitesgas fuels can overcome this difference at many sites

oo Both Diesel and Gas Fuels can exhibit attractive returns, Both Diesel and Gas Fuels can exhibit attractive returns, 
especially on Neighbor Islands.especially on Neighbor Islands.

•• The HECO Docket provides an attractive option for hostsThe HECO Docket provides an attractive option for hosts
oo Especially on Oahu where electric rates are lowerEspecially on Oahu where electric rates are lower
oo Guaranteed savingsGuaranteed savings
oo Capital and risk management by the UtilityCapital and risk management by the Utility

•• In many circumstances host or 3In many circumstances host or 3rdrd Party Ownership can Party Ownership can 
offer additional savings compared to regulated projectsoffer additional savings compared to regulated projects
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Conclusions and Recommendations (3 of 3)Conclusions and Recommendations (3 of 3)

Each site will have its own unique features that Each site will have its own unique features that 
must be addressed to maximize value.must be addressed to maximize value.

Third Party Profitability and Success Third Party Profitability and Success 
will depend on:will depend on:

oo Site SpecificsSite Specifics
oo Selecting the optimum configuration of equipment Selecting the optimum configuration of equipment 

& operations to match the site needs & operations to match the site needs 
oo ReliabilityReliability
oo Management of fuel pricing riskManagement of fuel pricing risk
oo Efficient use of waste heatEfficient use of waste heat
oo Proper and Thorough Analysis and EngineeringProper and Thorough Analysis and Engineering
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