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Making the Case for Energy Management Projects —
Webinar Two — Building the Business Case
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Two webinars — two aspect of making the case

- Webinar one: Financial Analysis
= Treating energy efficiency as an investment opportunity
= Quantifying the financial value
- Webinar two: Building the Business Case
= Understanding the decision-making process
= The One Page Proposal
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Workshop goal — two purposes — one path

External

To a customer

selling to your prospect

Overall goal

To provide you with techniques, tools and hands-on experience with
building the business case for an energy efficiency investment

From a supporting staff and

Internal
securing buy-in

decision maker
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A quick review of webinar one
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Energy management benefits

Direct and indirect energy
savings

Environmental impact
reduction

Increase comfort, quality,
productivity & safety

Improved reliability & reduced
maintenance
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Business cases that get approved

Properly quantify the energy, cost and carbon benefit
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The whole picture

Energy Project Life Cycle Cash Flow Analysis

Year of Project o 1 2 3 4 5 6 7 8 9 10
Project Costs. 51.000
Inflation Rate  4.0%
Annual Project Savings 500 500 500 500 500 500 500 £500 8500 $500 $500
Savings with Inflation $520 $541 $562 585 608 $633 5658 684 $712 $740
Net Cash Flow (51.000) $520 5541 $562 5585 5608 $633 5658 5684 §712 5740
Cumulative Cash Flow ($1,000) ($480) $61 $623 $1,208 $1,816 $2,449 $3,107 $3.791 $4,503 $5,243
Discount Rate  10.0%
Present Value (PV) of Net Cash Flow ($1.000) 3473 3447 $423 400 5378 8357 338 319 $302 5285
Cumulative PV of Net Cash Flow ($1,000) ($527) ($80) $342 $742 $1.119 $1.477 $1.814 $2.133 $2,435 $2.11
Financial Metrics Year Year Year Year Year Year Year Year Year Year
Simple Payback 2.0 yrs 1 2 3 4 5 6 7 8 9 10
Internal Rate of Return  IRR -48.0% 4.0% 28.3% 40.3% 46.7% 50.3% 52.4% 53 7% 54 5% 55.0%
Modified Internal Rate of Return  MIRR -48.0% 5.5% 21.3% 26.4% 278% 279% 275% 26.9% 26.2% 254%
Net Present Value NPV ($527) (580) $342 §742 $1,119 $1.477 $1.814 52133 52,435 $2.721
Savings to Investment Ratio  SIR 05 09 13 1.7 21 25 28 31 34 37
ss.000 Cash Flows Net Annual Cash Flow
’ = Cumulative Cash Flow 7 Discounted Cumulative Cash Flow $1,000
54,000 $500 -
$2,000 so
1 2 3 4 5 6 7 9
($500)
50
($1,000)
($2,000) (51,500)

Financing Rate (for MIRR)
Re-Investment Rate (for MIRR)

10.0%
10.0%
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Level two financial analysis w.. o o oo
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Understanding the decision making dynamics
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Business cases that get approved...address the decision-

making process

analysis analysis
- feasibility y SaVLngls
i « cash flow
Pr0|_:)osed . 2;2'&';”&,, « capital expense
projects impact & value * benefits stream
» other benefits » return (IRR,
NPV...)

=

Strategic
analysis

 business case
« strategic fit Approved
+ financial value |HeYEojfEeRs

« stakeholder
issues
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Decision makers and criteria

Speaking the language of decision makers

Decision points

Who

What are the questions decision makers need answered to
determine value?

operational

financial

strategic

.
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A behavioural model of decision making

Am [ in the mood?

How difficult is it? What's everyone else doing?

)

Wos | already
E"°w “good' today?

Will it take Jona? Can | just do it fomorrow?
ill it take long?
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Awareness versus behaviour change

AN
e’

Awareness Perception
Attitude Beliefs

Behaviour
change
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The approach incorporates strategies to address

benefits and barriers
3

N7,

L=
v

-,
-
-4

N =

Behaviour
change
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about:blank
about:blank

Key behavioural barrlers

The nformation used
o wake deoisions
The: Amount of
information avalable
Present bias Loss aversion Status quo bias Availability bias
People prioritize immediate and short- People will often focus on the
term rewards over long-term benefits - In general, people will exert more All else being equal, people have a information that comes to mind most
contributing to procrastination and effort to avoid a loss than achieve an strong preference for the status quo. easily (i.e., the most “available”) - not
underinvestment. equivalent gain. the information that is most important.

/" The first thing that decision-makers
think about might not be the net
benefit of the investment over time.
How can we make the most
relevant information the most

Energy efficiency investments often
have upfront costs with long-term
payoffs. How can we can make
those payoffs feel more

We generally think people will
equally weigh costs and benefits.

| i Change is always an uphill battle.
i How can we highlight the i

How can we make energy
efficiency investments the

“losses” that efficiency “default option” or at least the

Connecting Today.
Powering Tomorrow.

immediate? investments avoid? path of least resistance? .~ ”
Ao S ;1 “available”? y
Image source : Nir and Far Image source : Why Customers Buy Image source : The Leadership Sphere .
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https://www.nirandfar.com/hyperbolic-discounting-why-you-make-terrible-life-choices/
https://www.linkedin.com/pulse/one-most-powerful-marketing-tools-peoples-aversion-loss-colin-shaw/
https://theleadershipsphere.com.au/insights/availability-heuristic-the-cognitive-bias-that-will-hold-you-back/

Key behavioural barriers (con't)

WHAT You Se€

Confirmation bias

People prioritize information that is
consistent with their existing beliefs.
They also interpret new information in
a way that aligns with those beliefs.

e

If decision-makers have negative
beliefs about efficiency investments,
they will review business cases in
that light. How can we avoid
misinterpretations caused by

confirmation bias? /

Image source : Farnam Street Media
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Bounded rationality

People do not have infinite cognitive
resources to weigh the pros and cons
and make “optimal” decisions all the
time.

e

Decision makers might not have the
“bandwidth” to rigorously evaluate
investment decisions. How can we
make it easier - less cognitively
demanding - to make good

decisions? /

_____________________________

Image source : The Decision Lab

Image source : Behavioural Scientist .
Sieso

MJ shyle? Pve always been
decply original and ynique.

Social norms

People are deeply influenced by how
others behave and by how they expect
us to act.

e

Rather than thinking of the pros and
cons of an investment, decision-
makers may focus on what their
peers are doing. How can we
highlight positive social norms?

v

_____________________________
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https://fs.blog/confirmation-bias/
https://thedecisionlab.com/biases/bounded-rationality
https://behavioralscientist.org/cartoons/fashion-fades-social-pressure-is-eternal/

Focus on benefits!
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Business cases that get approved... show the full value
of the decision

v T

Your Investment | @

& 7»,7‘,"
L VST -

Value of the
Decision!
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Energy management benefits

Direct and indirect energy
savings

Environmental impact
reduction

Increase comfort, quality,
productivity & safety

Improved reliability & reduced
maintenance
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Business cases that get approved...consider the

bottom line

Reducing the average energy spend by
$1,000, in a business with a 2% margin
would have produced a similar economic
result as having sold another $50,000 of
product.

$1 Energy Savings ~ $ Revenue
Net Profit Margin “

Sell 15,000 bushels of peaches
Or switch to LED lightin
Same results, yourchome

.
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Asset value in commercial real estate

Assuming a 10% capitalization rate, every
$1.00 savings in energy expense (or $1,00
increase in NOI) can translate into an
increase of $10.00 in asset value.

__Energy $ Savings
Cap Rate

.
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Re-frame the situation ﬂ

- You will purchase this variable speed drive project in one year whether
you commit to the project or not.

- 1-year simple payback

- Pre-pay part of your electricity bill for the next two years and get a free
lighting retrofit.

- 2-year simple payback

- Eliminate a pump seal replacement next year and get $2,500 extra in
your expense budget

- $2,500 saved plus pump rebuild avoided!
Bie.. | RSy



Making the pitch — the One-Page Proposal
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LET'S CLEAR THE AIR
Addressing yentilation fume control needs at University of yourTow?
TARGEL: wiodify taboratony yentilation fan syste™ 1o meet pea\t mma-evacuation gemands

o mprove working conditions for staff and students
. Bxendthe gseful tife of fan mOtOF
o Defer copital wwestment
Reduce anefgy expenses oy $31,000 arnually
pitract 30 yp-front inceriive equal to the first yea’ of savings:

The University of yYourTOWn i g\oba\\\[ recogn\led as@ research pnwalhuuse and {eader N
research«intens'\ve education:

The fimnitations of the fume hood exhaust systerm in the Scence Bui\dinglhraatens the
Un‘werﬁih{ s comm‘rtmen’( to pm\nd’mg aheatthy and safe workplace The current fan syste™
doesnot meet peak fume—evacuation requwements during the day. |eading 102 puild-up O
narmful fumes Researchers and support saff inthe department have been acking for yransfers
outata ragher rate than ather puildings:

\mp\emenﬂng avariable speed drive tachnology o the engilation will improve the exhaust
erformante while reducing enefgy waste during non-peak ames. The system can be upgraded
with m'm\me\ disruption w0 research productivtt‘,f pyerd wee\cer\d.

e would pe hapey @ speak with staff 10 discuss howW this system will address their concers.
F\NANC\A\:

project firstcost [+ eshmated at $114,DOL\ sfera sawaOnEnerg\l incentive of $31,000. 110 year
analysis yields @ net preien\ yalue of $130‘373 with 3 Savings »m—mvestment ratio over 2

simple payback 3.2 yedrs Net Prasen‘c\la\ua 5‘;130,3’13
Return o Investment 31% qavings 19 \nves\men\ Rati2 21
|nternal Rete of ReWIT 31% wodified \nternal Rt of Retur® 19%

STATUS:

A prevqua\i\‘\ed $31,UOD incentive to imp\ement this prc)ect is avail able from the tocal glectriclty
gistributor-

ACTION:

yof¥to authorize purchase agreement with yendor 0 upgrade the 12b yentilation system w0

yariable spead drive echnologY 0 lmpmve\he \aboratony fume axhaust:

.3 leso

Connecti
ng Toda
Powering Tomarow

SAVE
ENER cN) -

P
OWER WHAT'S NEXT



0 fiime CONtrof neg,
ARGET “RAGEL Mooy, labcramry Ventilation fan System gy Meat Peak fume., “SVacuatio, demends
"Mprove worg, ing cor ndmcns rarstaff 20d studeny,
Exteng the us, usefyp /r
Osfer capyey inve.
* Reduce g, energy oy, pe €S by §3, 31,000 Nnuafty
v Attract o UP-front incep, 1tive equaf i, the first yes, O savings,

m t th at " T2 Univergiy o YourTown i RELTe— 3 aresearey, POWEhouSe 4y feader i,
d OC u e n Fasearch., iNtensiye #ducatig,
Itisa ’

?
osal

hat is a One-Page Prop
Wha

The hmr:alrcns of the fume @ haog xhay ystern n the Science Bm/dr’ng lhreatens the
S Commj kg

th e fa Cto Nivers; Rtment 1o pmwdmg a h ealthy an, id sa) ‘Place, The curr, rent fan System
I a i n S a does ngt Megt peay UM ey et "eQUireme s dunng e day, feading t @ buildy of

harmfy fumes, Researchers and upp r'ts!afl inthe ePartment have p, een 5 asking fo Yanstars
an

S
1 Sta n Ce lmp/ementin avanab/es 2ed driya techncla N the Ventilatigr Wil impraye the exhayse
. ons for, and circum i . "
reas

n Performzsng, Whila ragfey, g TR waste urmg non, p 2k times, The Stem can po Upgrade
d a C I O with Minimay disrupﬁan to ra. areh pr Oductiyy Vity oy, Weekeng
ro p O Se We woui e happy to PRI With sta diseuss foy, S Systen 20dress the, Concarns,
- .
1] g th € p a ke N %
n Ce r n . be Project fi SStimateg at s aft 2 3 SaueOngne,, EY Incentiye of 531,000, 4 4, year
CO - tl O n O alysis yre!d # Present v, S With a sy, DS t0-inye, Sstment rag, over 2,
.
I fl C a C mp e p, ybark 32yesrs Net Present Ve $130,37
s e C N Investyan s 1% S 10 Iy tmeni Ratis 21
p O Se S a nterny Rate of Rty 1% Medrfed 70l Rate of . etury 19%

qua rr‘ed $31,000 incentive 4 Mplement ty Projectis avapigpy, Fr0m the focyy Rlectricity,
dlst ibut,

. A\ es
r saYIng y . A(TION:
a strong case fo '

truct
. to cons
the persuasive process :
- uses
. ingle S
einas
lishes all of the abov
Accomp

pgradem 2 lab venriranansystem to
m Iabcr Story f,

vuneb!e sp & exhays

vtrh

SAVEDN -
H ER EXT
pOWerfU| page @ Ieso ENERS

day.
ecting To
(p:z:rner\ ng Tomorrow.

25



LET’g ClEap THE Alp

Addres.w‘n g venzi/axian fume Contrgy, needs gp University of Yourry, Wi

TARGEr: Madify labcramry Ventilation fan System gy Mest pagy MMe»eyacua!ion demangs
Improye Working Conditipng for stafy and Students
Exteng the USEf fifg of Tan mot, r
Defer Capitat rnvestmem
* R energy SXpensae by 831,000 Nnuafty
Ip-front incentive equg,

osal
_Page Pr0p
tegic steps of your One

The stra

t:
f though
llows a logical process o

Fo

1S O the fiypme hood Sxhausy System
S Commy

in ]
itment o Providing Pealthy ang cppe - The current System

14 O CO I I I e Univer; *place, The
t S d t mest peay fumefvaruaﬁan "EQUiremenss during the 95, leaging 1o 3 build.yp of
- — W imes, Researchers and Support Staff i thedeparzmem have bag;
& subtitle e
Title & su

3K For gt

than othe, buildings,
| S ble SPeed driye technclcgy on the Ventilatigr wilf Mproye the @xhaysy
- Teducin, Energy Wasta Uring 0n-peak times, The S¥stem cap be Ungrade
° r e to Tesearcy; pmdurzrwry Qvar 3 Weekeng,
d a ry a We wouig g 808y 10 spegy D St b gy oW this st Y 86 gy Concapms,
S e( O I l HNAngy
t POt couy s 3Mated 3t 5114 g aftar 5 SeOngnee, RN 0f $31 00, Al0yag,
a r SPRlYSIS Vields 5 g Present valug o 130,373 S s trmang 730 vgr 5.
[ )

SiMple Paybacy 32 years
Sturn o InVestmans 313
IMernat Rate o Retupy

Net Present Valye $13g, 373
Savmgs to lnvestmeni Ratie 21
31% Med!ﬁed internay Rate DfRetum 19%

itch
le — background, WH
Rationa

STatus;

Abre-qualiiay $31,000 incentiye 4, Implement gy Projectis avapigpy, Fr0m the focyy Slectriciy,
distripytgy,

- - $ $ AC"ION-‘
- I a Uofy to g thonzepurchase agreemen( with Vendor to Upgrade the jap venri!armn Systam to
F I I l a i n g Variable spag Ve technology o MProve the 1360r3t0ry e Xhagst
tatus — what

want?
_ — what do you
Action —w

Sieso
Connecting Today.

26

Powering Tomarrow.

v EDN -
ENER

POWER WHAT'S NEXT



One-Page Proposal (Titles)

Titles | Target | Rationale | Financial | Status | Action
TITLE and subtitle
- TITLE (ALL IN UPPER CASE) labels and defines the entire proposal

- TITLE condenses the details into a single, captivating phrase — if nothing else
gets read, this will

- Subtitle (in upper and lower case below the main title) gives more detail, builds
interest, adds ‘punch”

- subtitle provides a second chance to “hook” your reader
LET’S CLEAR THE AIR

Addressing ventilation fume control needs at University of YourTown

ie soO SAVE o .
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One-Page Proposal (Target)

Titles | Target | Rationale | Financial | Status | Action

Target

- This is the main goal of your proposal
 Could also be called the “intention”

- Answers your reader’s question, “What exactly will happen if I accept this
proposal and it goes forward?”

TARGET: Modify laboratory ventilation fan system to meet peak fume-evacuation demands }

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation
SAVES
O | B
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One-Page Proposal (Target, cont)

Titles | Target | Rationale | Financial | Status | Action
Secondary targets (not titled)

- Almost all proposals have more than one target/objective

- Alone, each may not be able to justify the proposal, but together they add
weight and purpose to the main objective

- Secondary targets highlight additional perceived benefits In your reader’s mind
your idea goes from “this is an interesting idea” to “this a great idea”

e |mprove working conditions for staff and students

e Extend the useful life of fan motor

e Defer capital investment

e Reduce energy expenses by $31,000 annually

e Attract an up-front incentive equal to the first year of savings.

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation
BER Orze.. | EhERSy
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One-Page Proposal (Rationale)

Titles | Target | Rationale | Financial | Status | Action
Rationale (not titled)
- This, the longest section, is the all-important step where you “sell” your idea
- Better still, if this section is well crafted, your proposal will sell itself

- In two or three concise paragraphs, it convincingly presents all the reasons
WHY your proposal should be accepted (think benefits!)

- Back up your objectives by showing you’ve done your homework — discuss
needs and present key features, advantages, and benefits

- Here's your chance to show you are prepared, and to infect the reader with
your passion!

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation

ie sO SAVE. o .
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One-Page Proposal (Rationale, con’t)

Titles | Target | Rationale | Financial | Status | Action

The University of YourTown is globally recognized as a research powerhouse and leader in
research-intensive education.

The limitations of the fume hood exhaust system in the Science Building threatens the
University’s commitment to providing a healthy and safe workplace. The current fan system
does not meet peak fume-evacuation requirements during the day, leading to a build-up of
harmful fumes. Researchers and support staff in the department have been asking for transfers
out at a higher rate than other buildings.

Implementing a variable speed drive technology on the ventilation will improve the exhaust
performance while reducing energy waste during non-peak times. The system can be upgraded
with minimal disruption to research productivity over a weekend.

We would be happy to speak with staff to discuss how this system will address their concerns.

SAVE.&
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One-Page Proposal (Financial)

Titles | Target | Rationale | Financial | Status | Action
Financial

- This is where you clarify the financial commitments required and benefits that
will result

- Even though the 1st reader may not be a financial investor, it is still important
to explain the money issue, another reader may be financial!

Project first cost is estimated at $114,000 after a SaveOnEnergy incentive of $31,000. A 10 year
analysis yields a net present value of $130,373 with a savings-to-investment ratio over 2.

Simple Payback 3.2 years Net Present Value $130,373
Return on Investment 31% Savings to Investment Ratio 2.1
Internal Rate of Return 31%  Modified Internal Rate of Return 19%

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation
; SAVES
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One-Page Proposal (Status)

Titles | Target | Rationale | Financial | Status | Action
Status

- Here's where you answer some key questions:
- what is the current situation?
- what has been accomplished already and/or what preparations are underway?

- who have you talked to and are there any agreements/related deals already in
place?

- This is a great chance to build credibility and momentum

A pre-qualified $31,000 incentive to implement this project is available from the local electricity
distributor. '

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation
; SAVES
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One-Page Proposal (Action)

Titles | Target | Rationale | Financial | Status | Action

Action
- Your action statement is in response to your reader’s implied question
- “what exactly do you want me to do?”

- Remember — if you don’t ask for something, it's not a proposal
ACTION:

U of Y to authorize purchase agreement with Vendor to upgrade the lab ventilation system to
variable speed drive technology to improve the laboratory fume exhaust.

Adapted from http://www.slideshare.net/uvic/the-one-page-proposal-presentation
; SAVES
Powering Tomorrow.
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A complete
One-Page
Proposal

35

LET’S CLEAR THE AIR

Addressing ventilation fume control needs at University of YourTown
TARGET: Modify laboratory ventilation fan system to meet peak fume-evacuation demands

* |mprove working conditions for staff and students

* Extend the useful life of fan motor

* Defer capital investment

* Reduce energy expenses by $31,000 annually

* Attract an up-front incentive equal to the first year of savings.

The University of YourTown is globally recognized as a research powerhouse and leader in
research-intensive education.

The limitations of the fume hood exhaust system in the Science Building threatens the
University's commitment to providing a healthy and safe workplace. The current fan system
does not meet peak fume-evacuation requirements during the day, leading to a build-up of
harmful fumes. Researchers and support staff in the department have been asking for transfers
out at a higher rate than other buildings.

Implementing a variable speed drive technology on the ventilation will improve the exhaust
performance while reducing energy waste during non-peak times. The systermn can be upgraded
with minimal disruption to research productivity over a weskend.

We would be happy to speak with staff to discuss how this system will address their concerns.
FINANCIAL:

Project first cost is estimated at $114,000 after a SaveOnEnergy incentive of $31,000. A 10 year
analysis yields a net present value of $130,373 with a savings-to-investment ratio over 2.

Simple Payback 3.2 years Net Present Value $130,373
Return on Investment 31% Savings to Investment Ratio 21
Internal Rate of Return 31%  Modified Internal Rate of Return 19%

STATUS:

A pre-qualified 531,000 incentive to implement this project is available from the local electricity
distributor.

ACTION:

U of ¥ to authorize purchase agreement with Vendor to upgrade the lab ventilation system to
variable speed drive technology to improve the laboratory fume exhaust.
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The One-Page Proposal template

One Page Proposal Template

Title: Headiine the Stary

Subtitle: Build on the Title

Target: State Your Goal

‘secondary Targats: clarify rour Goal

Rationale: WHY, Who, What, Where, and How

Financial: Spell Out the Numbers

Status: Where the Deal Stands Now

Action- If You Don't Ask for Something, It's Not o Proposal

# Ward versian of this template ks available from sdinon@knowenergy.com K MOWENEg y
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Did you enjoy the course?

Fill the evaluation form under the Course Evaluation tab to share your

feedback
Thank you!

5 min.
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Stay connected with tools and resources

- Virtual one-on-one coaching: post-webinar support intake form for
tailored support for organizations to manage energy resources
effectively

- Monthly bulletin: sign up to receive monthly training updates on all
Save on Energy training and support new tools and resources

- Live training calendar: visit this page to easily register for upcoming
events and workshops

- Training and support webpage: visit this page to access all training
and support materials

.
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https://forms.office.com/r/11Tu0btLgZ
http://eepurl.com/iGbDJM
https://saveonenergytraining.ca/
https://www.saveonenergy.ca/Training-and-Support

Post-webinar support

One-on-one coaching: tailored support for managing energy resources
effectively

Post-webinar support intake form

Coaching sessions conducted virtually: phone, video calls, and email

Designed for organizations, new or old, seeking guidance.
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https://forms.office.com/r/11Tu0btLgZ

Thank you!

O Sign up for Save on Energy’s
quarterly business newsletters for
the latest program, resource and
event updates

SaveOnEnergy.ca/Training-and-Support

trainingandsupport@ieso.ca
X @SaveOnEnergyOnt

n facebook.com/SaveOnEnergyOntario

Y linkedin.com/showcase/
SaveOnEnergy-Ontario
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http://saveonenergy.ca/Training-and-Support​

Disclaimer

This training material is part of the Dollars to $ense energy management
workshops developed by Natural Resources Canada and offered by CIET
across Canada under a sole delivery license.

© Her Majesty the Queen in Right of Canada, as represented by the
Minister of Natural Resources, 2016
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