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Advantages
The net present value criterion has considerable merits.
• It takes into account the time value of money.
• It considers the cash flow stream in its project life.



















6.6 Financing Options
• There are various options for financing in-

house energy management
1. From a central budget
2. From a specific departmental or section 

budget such as engineering
3. By obtaining a bank loan
4. By raising money from stock market 
5. By awarding the project to Energy Service 

Company (ESCO)
6. By retaining a proportion of the savings 

achieved.





ment cost involved in the contract in these situations. Insurance is 
sometimes attached, at a cost, to protect the ESCO in the event of 
a savings shortfall.



What are performance 
contracts?






