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1. Financial management investigation 

1.1 Analysis of YSPSC Financial Performance 

1.1.1 Introduction to YSPSC 

Yap State Public Service Corporation (YSPSC) is the vertically integrated electricity utility 

which produces and distributes electricity to the State of Yap, which includes the main island 

of Yap and some outer islands. It is a state-owned enterprise (SoE) incorporated under Yap 

State Law and referred to as the Yap State Public Service Corporation Act of 1996. The 

legislation dictates that YSPSC must be managed commercially with a view to a reasonable 

return. The Energy Sector Master Plans for the Federated States of Micronesia1 have been 

accepted by the government and have a national renewable energy target of 30% by 2020.x 

      

1.1.2 YSPSC Electricity Generation 

YSPSC’s diesel power station was upgraded with three high-speed Caterpillar generators 

(4MW) in FY2016.  This was for the purposes of capturing renewable generation through solar 

PV and wind. Previously, YSPSC had 2X3.2MW low speed Deutz generators installed in 1996 

which are now used for back-up and are nearing the end of their useful life.  In FY2016 and 

FY2017, YSPSC received grant funds from Japanese Pacific Environment Community (PEC) 

grant funds for the installation of 0.2MW solar and at the same time received a concessionary 

loan from ADB for solar PV (0.3MW) and wind 3X0.325 MW.  Therefore, YSPSC has a total 

installed capacity of 11.3MW of which renewable are 1.3MW. In FY20182, YSPSC generated 

10% of its total requirement through renewable energy sources.  

 

 

1 June 2018, Prepared by Castalia and ITP Renewables for the Department of Resources & Development  

2 FY=fiscal year runs from 1 October to 30 September 

http://www.adb.org/Documents/RRPs/?id=49450-023-2
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Figure 1: Yap (main island) Capacity and Load Growth 

 

Total demand which was 12,853kWh in FY2013 reduced to 10,000 kWh in FY2018 an annual 

reduction of 5% per annum, CAGR3.  Domestic and commercial demand showed a reduction 

of 7% and 1% per respectively, while government demand increased by 3% per annum CAGR.  

Distribution losses have improved from 11% in FY2013 to 6% in FY2018 and total losses have 

reduced from 13% to 10%.   

 

Figure 2: Yap (main island) Composition of Demand 

 

3 Compound annual growth rate 
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Yap’s outer islands have limited electrification through mini-grid (solar with battery in Asor, 

Fatharai, Satawal and Fais) and diesel in Falolop Ulithi, Falelop Woleai and Mogmog) and 

stand alone solar systems in ten islands which were funded by the EU in FY2016. The mini 

grids in Fais and Satawal were completed in FY2017.     

In FY2018, YSPSC sold 9,111 MWh of electricity (FY2013: 9,627 MWh) to a total of 2,055 

customers of which 1,506 (73%) were residential.  The residential customers accounted for 

20% of total consumption in FY2018, whilst the government and commercial customers 

accounted for 35% and 46% respectively. Although commercial demand has reduced by 1% 

CAGR over last five years, residential consumption has reduced by 7% CAGR and government 

consumption increased by 3%.  However, residential customers consumed only 99kWh/month 

whilst, commercial customers consumed 869kWh/month and government customers 

1,764/kWh/month.     

       

Figure 3: Yap (main island) No. of Connections and Consumption per connection FY2018 

In addition to its main operations in Yap proper (Yap main island), YSPSC also serves the 

outer islands of Yap.  It operates mini grids (diesel and solar) in the islands of Falelop Ulithi, 

Falelop Woleai and Mogmog.   In the islands of Fadrai, Asor, Fais and Satawal, YSPSC 

operates a mini grid with solar and batteries and in ten islands it has solar home systems (SHS) 

funded by the Energy Facility of the European Union (EF2).  As described in the tariff structure 

(see below), Yap main, mini grids (diesel and solar), mini grids (solar) and SHS have different 

tariff structures.  

In FY2018, the outer islands contributed to 214 MWh of sales in total, approximately 2% of the 

sales in Yap proper of 9,111 MWh. However, outer islands had 541 customers in total 

compared to 2055 in Yap proper, which results in significant effort and cost in maintaining 

those connections, billing and collection activities.  

   

Figure 1: Yap main island and outer island comparison FY2018 
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Whilst more of the outer island customers are residential, consumption overall was one fifth of 

the consumption in Yap proper at 22kWh/month. The outer islands monthly commercial 

consumption was 65kWh and government 118kWh just 8% and 7% respectively of the 

consumption in Yap proper for the same customer categories.   

   

Figure 5: Yap outer islands number of connections and consumption patterns FY2018 

1.1.3 Tariff regime  

YSPSC’s retail tariff is not subject to regulation and has remained at its present level since 

February 2012. In FY2007, YSPSC introduced a two-part tariff, a fixed charge to cover fixed 

costs and a fuel charge to cover fuel cost.  In February 2008, a law (No. 7-25) was enacted by 

the Yap Legislature to amend the enabling legislation law No. 4-4, to repeal all fuel surcharges 

in excess of  $0.035/kWh and to refund to customers all fuel surcharges collected in excess of 

$0.035/kWh from March 2006 to February 2008. The repayment was facilitated by a loan from 

Yap State Government of $1.6 million authorized by Law 7-38. A new law No.7-39 was passed 

by the Legislature for the Governor to forgive any refund owed by YSPSC to Yap State 

Government agencies.  

Law No. 7-25 also states that “revenue generated by a particular group of islands, such as Yap 

Islands proper, should not be used to subsidise the power generation in a different island or 

different group of islands.   
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Figure 6: YSPSC cost structure  

Since fuel prices have declined substantially since the time YSPSC’s tariff was fixed in FY2012, 

the proportion of fuel cost in its cost structure has also declined substantially. However, there 

have been increases in salaries and other fixed costs with the number of employees increasing 

to 120 in FY2017 from 87 in FY2013, most of who have been deployed in outer island 

operations. As a result, despite a tariff that is fixed at a level when fuel prices were high, the 

margin is getting squeezed due to higher fixed costs.  

YSPSC has a difficult administrative task of implementing three tariff regimes. The outer 

islands tariffs are dissimilar due to the generation mix; Mogmog, Falelop Ulithi and Falelop 

Woleai have largely diesel mini-grids. Asor and Fadarai have a solar PV with battery, and are 

older systems compared with Satwal and Fais.   

Table 1:   YSPSC Tariffs 

Customer 

category 

Yap Proper Mogmog, Falelop 

Ulithi and Falelop 

Woleai 

Asor & Fadarai Satwal & Fais 

Residential $ 0.3712/kWh for 0-

50kWh, 

$0.4242/kWh for 51-

250 kWh and 

$0.4507/kWh above 

251 kWh 

$1.0949 / kWh $ 0.450 / kWh $ 0.5462 / kWh 

Commercial $0.4507 up to 

1000kWh and 

$0.5303 above 

$1000kWh 

$ 1.1948 / kWh $ 0.450 / kWh $ 0.8160 / kWh 

Government $0.7683 $ 1.6275 / kWh $ 0.450 / kWh $1.6275 / kWh 
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These tariffs have been prepared on the basis of expenses in FY2011, fuel and lube, salaries 

and wages, other production costs, administrative and general being recovered fully and 50% 

of depreciation being recovered through the tariff. This base for expenses has remained the 

same as well as the fuel price, which was an all time high in FY2011-2012 period. The tariff 

bands have been determined by scaling down the average tariff by 70%-85% for domestic, 

85%-100% for commercial and scaling up to 130% for government. The revenues thus derived 

were compared with the expenses to ensure cost recovery. However, since FY2011, YSPSC’s 

cost structure has changed significantly whilst there has been no demonstration through a tariff 

review that costs are recovered through this tariff.  

1.1.4 Fuel Prices 

YSPSC purchases fuel from FSM PetroCorp which is part of the Vital Group which includes 

Vital FSM Petroleum Corporation (supplying all of FSM states) and its affiliate Vital Energy 

Inc., which operates out of Nauru and Guam.   

 

Figure 7:  Movement of fuel price and tariff  

With the tariff being unchanged, it has not passed on the advantage of lower fuel prices to the 

consumer. This has created a financial cushion for YSPSC such that despite the rising fixed 

costs has made it possible for YSPSC to be financially sustainable on a tariff which was set at 

a higher fuel price. 

1.1.5 Applicable taxation regime 

Under the YSPSC law, it is exempt from any State or municipal taxes on its operations, 

property and activities. However, its employees and contractors are not exempt from tax or 

contributions to social security.    

1.1.6 Analysis of YSPSC’s historical Income Statements 

Although YSPSC is a combined utility serving the State of Yap, generation and supply of 

electricity accounts over 90% of its income and expenditure and water supply the balance.  
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Since tariffs have remained unchanged over this period, electricity revenue has decreased 

marginally corresponding to the decrease in consumption. At the peak of fuel prices in FY13 

and FY14 fuel accounted for almost 80% of YSPSC’s power operating expenses. However, 

with the reduction of oil prices subsequently fuel accounted for 48% of YSPSC’s power 

generation costs in FY2018. Fuel remains the critical variable cost which impacts YSPSC’s 

bottom line which can be seen to be directly proportional to the oil price. Salaries and wages 

have increased 9% CAGR4 over this period with the total headcount increasing from 87 in 

FY2013 to 120 in FY2017.  Of this increase, 20 have been due to outer-island operations, 5 

for generation and 4 for administration. The average salary cost per employee has remained 

fairly constant, which means that the increased headcount accounted for the increased wage 

bill. Administrative and general costs which were fairly steady from FY2013-FY2016 has 

increased substantially in FY2017 due to travel related expenses.  Although other power 

production costs account for only 10% of power operating expenses, it has shown significant 

increase especially in FY2016 which was due to the roll out of cashpower meters in the outer 

islands and repairs to power generators and the distribution system.    In FY2013, YSPSC 

received a grant from the State Government for the refund of excess charges to the consumer 

based on a fuel surcharge, which was in excess of the $0.035/kWh as stipulated in the enabling 

law.  YSPSC receives an annual grant from the Pacific Linemen Training Program, funded by 

the U.S. Department of Interior to train professional linemen.  

Table 2: YSPSC Profit and Loss ( $ ‘000s) 

Year ending 30 September 2013  2014 2015 2016 2017 2018 

REVENUE       

Electricity Sales 5,796 5,550 5,339 5,548 5,384 5,437 

Water Sales 496 453 480 469 464 510 

Provision for Bad Debts     (66) (28) 

Total Revenue 6,292 6,003 5,819 6,017 5,781 5,919 

Operating Expenses (Power)       

Fuel 4,542 4,189 3,201 2,502 2,630 2,721 

Depreciation 694 841 895 758 680 1,013 

Salaries & Wages 748 701 782 921 1,044 1,067 

Administrative & General 235 294 317 289 547 467 

Other Production Costs 19 266 115 551 497 426 

Total Operating Expenses (Power) 6,237 6,290 5,309 5,020 5,397 5,695 

Operating Expenses (Water & Sewer)       

Depreciation 158 160 171 165 167 148 

Salaries & Wages 128 130 131 137 119 157 

Administrative & General 6 22 30 17 10 29 

Other Production Costs 11 74 95 82 86 93 

Total Operating Expenses (Water & 

Sewer) 

302 386 426 400 383 427 

 

4 Compound annual growth rate 
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Net Operating Profit – Power (441) (740) 30 352 (79) (286) 

Net Operating Profit – Water 194 67 54 70 81 84 

Net Operating Profit – Total (248) (673) 84 422 1 (202) 

Non-Operating Income & Expenses       

Interest Expense (2) (5) (16) (1) (64) (153) 

Grants 2,113 446 306 271 225 37 

Others (434) (343) (41) (773) (374) 1 

Net Profit / (Loss) for the Year 1,427 (575) 333 (83) (212) (316) 

 

The operating losses in FY2013 and FY2014 were due to higher oil prices with the tariff being 

fixed at the 2012 fuel prices. Thereafter, oil prices have reduced significantly which is depicted 

to some extent in the results of FY2015-FY2017. The large increases in salaries and wages 

came into effect from FY2016 though its impact to the bottom line was curtailed due to lower 

fuel prices in FY2016 and FY2017. With higher fuel prices in FY2018, losses have increased.     

 

 

Figure 8: YSPSC (consolidated) financial results 

YSPSC had outer island operations in Falelop Ulithi, Falelop Wolae and Mogmog for many 

years. These are diesel based mini grids with solar PV.  In FY2016 and FY2017, YSPSC 

expanded supply to Fais and Satawan which is a solar PV mini grid and stand-alone SHS in a 

further 10 outer islands which was funded by the EU. Along with the expanded service area, 

came other costs such as labour and overheads to maintain the systems and its associated 

administrative costs. 
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Figure 9: YSPSC (outer islands) financial results 

 

The outer island operations of YSPSC has been loss making since FY2013 and probably even 

before that. Even after depreciation is excluded, the outer-islands have not reported any cash 

surpluses. In contrary, with the expansion in outer island operations from FY2016, cash deficits 

have increased.  To fully understand the financial impact of the outer island operations on 

YSPSC results, in Figure 10, the Yap proper electricity operations are depicted.  

 

 

Figure 10: YSPSC (Yap proper only) financial results 
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The Yap proper electricity operation is generating operational surpluses although the outer 

island deficits are dragging YSPSC financial performance down.  This is despite the tariff 

remaining unchanged since FY2012, which at that time reflected an all time high fuel price.  

 

Since the tariff has been frozen during the period under review, cost recovery was negative in 

FY2013 and FY2014 due to the high fuel prices, but started to improve when fuel prices 

reduced. Currently, cost recovery is at breakeven which not a financially viable position. If the 

fuel prices increase further (which is possible and seems to be the trend) or if operational cost 

increase the tariff will not recover costs and costs will need to be financed through 

subsidies/grants from state or national government.  

Table 3: YSPSC – Key operational indictors 

Year ending 30 September 2013 2014 2015 2016 2017  2018 

Average Yield ($/kWh sold) 0.60 0.60 0.60 0.60 0.60 0.60 

Total Cost ($/kWh sold) 0.65 0.69 0.59 0.56 0.60 0.63 

Cost recovery (%) 93% 88% 101% 107% 100% 93% 

Sales Volumes YoY%  -6% -1% 3% -3% 1% 

Operating Profit Margin  -8% -13% 1% 6% -1% -5% 

 

1.1.7 Analysis of YSPSC’s historical balance sheet 

YSPSC has carried out large scale capital investments during the period under review totalling 

some $12 million. Of this, approximately $7 million has been funded by long term debt from 

the ADB for the renewable energy project for a wind farm and grid connected solar panels atop 

government buildings – an un-collaterized loan guaranteed by the national government and 

on-lent through the State government to YSPSC. $2 million was funded as a grant under the 

European Union Energy Facility II (EFII) for solar systems in ten outer islands and atolls.  The 

Secretariat of the Pacific Community (SPC) provided grant funds of $3 million under its North 

Pacific Renewable Energy and Energy Efficiency Project (North-Rep) to electrify five outer 

islands; Falelop Ulithi, Falelop Woleai, Mogmog, Fais and Satawal. These outer island systems 

were completed in FY2014 but suffered major damage from Typhoon Maysek in FY2015 and 

are yet to be fully rehabilitated.   

 

Interest on for the water supply loan from ADB has been waived by the State Government, 

although YSPSC is repaying both the interest and principal on the renewable energy loan.   

  

.  
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Table 1: YSPSC Balance Sheet ($ ‘000s) 

As at 30 September 2013 2014 2015 2016 2017 2018 

CURRENT ASSETS       

Cash & Cash Equivalents 1,229 1,024 1,148 1,499 1,747 1,265 

Trade Receivables 1,130 1,321 1,036 1,067 1,078 955 

Other Receivables 284 294 80 77 14 29 

Prepayments 22 14 84 160 114 29 

Inventory  791 694 1,075 901 916 1,202 

Total 3,456 3,346 3,423 3,704 3,869 3,481 

NON-CURRENT ASSETS       

Deposits   275 275 275 275 

Total   275 275 275 275 

FIXED ASSETS       

Plant in Service 7,830 7,300 6,515 7.928 11,878 17,968 

Construction Works in Progress 1,048 2,100 2,942 3,888 5,003 57 

Total  8,879 9,400 9,457 11,816 16,881 18,026 

TOTAL ASSETS 12,335 12,746 13,196 15,795 21,025 22,203 

       

CURRENT LIABILITIES       

Current Portion of Long Term 

Debt 

45 45 45 83 182 395 

       

Accounts Payable 884 819 705 783 683 556 

Unearned Revenue 180 149 177 114 114 115 

Accrued Liabilities 1 1 1 1 96 778 

Employees Annual Leave 83 74 104 91 114 133 

Total 1,194 1,088 1,032 1,072 1,195 1,977 

NON-CURRENT LIABILITIES       

Loans net of current portion 2,555 2,710 2,486 5,051 9,246 9,520 

Total       

NET ASSETS       

Invested in capital assets 6,278 6,645 6,925 6,682 7,453 8,110 

Restricted 1,699 1,747 1,007 271 27 37 

Unrestricted 608 557 1,746 2,718 3,104 2,559 

Total 8,585 8.948 9,678 9,671 10,584 10,707 

Total Liabilities & Equity 12,335 12,746 13,196 15,795 21,025 22,203 

YSPSC does not have significant funds tied in receivables or inventory and its Current Ratio 
is 1.8:1,   above the level of 1.5:1 which is the accepted benchmark to ensure that sufficient 
resources exist to pay short term creditors.  Accounts receivable outstanding at 59 days has 
room for improvement despite improving from FY 2017 and earlier. At the end of FY2018, a 
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provision for doubtful debts of $92,000, at 11% of gross receivables of has been made.  
YSPSC does not separate between electricity and water receivables, although an ageing of 
receivables is available. Given that most residential customers are on cashpower would imply 
that a large proportion of these receivables are for water or older electricity, prior to conversion 
to cashpower.  

Table 5: YSPSC – Key Balance Sheet related financial indicators 

As at 30 September 2013 2014 2015 2016 2017  2018 

Current Ratio  2.9:1 3.1:1 3.3:1 3.5:1 3.2:1 1.8:1 

Debtor days 66 80 65 65 68 59 

Creditor days 58 55 64 64 53 43 

Debt to total assets 23% 24% 21% 35% 47% 48% 

Debt to equity 30% 31% 26% 53% 89% 93% 

Debt Service Coverage Ratio 

(DSCR) 

9.3:1 7.2:1 25.3:1 16.1:1 37.4:1 2.5:1 

Since a large proportion of YSPSC’s capital expenditure is funded by loans, albeit on 
concessionary terms and on-lent by the State Government, the debt to asset and debt to equity 
ratios are high at the end of FY2018.  With the tariff at 93% cost recovery an increase in 
operational costs including fuel will seriously compromise YSPSC’s ability to repay debt to the 
State Government.  

 

1.1.8 Analysis of YSPSC’s historical cashflow 

In each of the past five years, YSPSC has been able to pay its suppliers and employees from 

the cash generated from operations due to the tariff.    Investments in assets have been 

financed by loan (ADB loan) or grant to enable YSPSC to have a positive cash balance at the 

end of every year, which is a satisfactory outcome.  In FY2018, despite the closing cash 

balance remaining positive, the change in the cashflow position fell into negative territory for 

the first time since FY2015.  Rising fuel prices and expensive outer island operations make it 

essential to keep a close check on cashflow.  

Table 6: YSPSC Cashflow ($ million) 

Year ending 30 September 2013  2014 2015 2016 2017 2018 

Cashflow from Operating Activities       

Receipt from Customers 6.3 5.8 6.1 6.0 5.9 6.0 

Payments to Suppliers  (4.7) (4.8) (4.3) (3.5) (3.9) (4.0) 

Payments to Employees (0.8) (0.8) (0.9) (1.1) (1.1) (1.2) 

Total 0.8 0.2 0.8 1.5 0.8 0.7 

Cashflow from Investment Activities       

Acquisition of Property, Plant & Equipment  (1.7) (1.5) (0.8) (3.1) (5.2) (1.4) 

Proceeds of long term debt  0.2 0.2 2.6 4.3 0.7 
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Grants Received 0.6 0.9  0.4   

Others 0.1  (0.1) (0.6)  (0.6) 

Total (1.1) (0.4) (0.7) (1.1) (0.5) (1.3) 

Net change in cash and cash equivalents (0.2) (0.2) 0.1 0.4 0.2 (0.5) 

Cash and cash equivalents at beginning of year 1.4 1.2 1.0 1.1 1.5 1.7 

Cash and cash equivalents at end of year 1.2 1.0 1.1 1.5 1.7 1.2 

 

1.1.9     Conclusions on YSPSC’s historical financial performance 

The following conclusions can be made on YSPSC financial performance FY2013-FY2018. 

• Demand for electricity has been declining by about 5% per annum, CAGR. Domestic 

demand has declined by 7%, commercial demand by 1%, although government 

demand has increased by 3% per annum CAGR; 

• 73% of its customers (2055) are residential and account for 18% of demand. 

Commercial and government customers representing 27% of YSPSC customers 

account for 72% of demand; 

•  YSPSC also serves customers in Yap outer islands. In FY2018, demand in outer 

islands was 6% of the demand in Yap proper although the outer island had 25% the 

number of connections as Yap proper with significant overhead to service a very small 

demand; 

• YSPSC implements four different tariff structures one for Yap proper and the others for 

different island groups based on their generation mix. This is a significant administrative 

burden; 

• YSPSC’s tariff has remained unchanged since FY2012.  This was a time when fuel 

prices were starting to increase and by maintaining the tariff at that high level, YSPSC 

has managed to be financially sustainable when fuel prices subsequently declined. 

Nevertheless this has meant that the benefit of lower fuel prices has not been passed 

down to the consumer. Furthermore, with increased renewable energy in YSPSC’s 

generation mix, its cost structure is very different to what it was at the time the tariff 

was set; 

• YSPSC outer islands have been operating at a loss in each financial year since FY2013 

and also at a cash deficit (after adding back depreciation). Meanwhile, YSPSC’s main 

island operations have been operating at a profit and cash surplus each year. Whilst 

this means that there is a significant cross subsidy from the main island to the outer 

islands, what is more critical is that without regular monitoring (such as at present), the 

outer islands can drag YSPSC into a serious financial predicament;  

• There is significant debt on YSPSC’s Balance Sheet (on-lent ADB loans by the State 

government) and a change in its financial circumstances through an increase in fuel 

prices, worsening of outer islands financials or both could render a default on debt 

service to the State Government.  



14 

 

1.1.10 YSPSC financial projections and financial sustainability of project 
investments 

A financial projection model was developed to demonstrate the manner in which the proposed 

project investments will impact YSPSC’s finances during project implementation and beyond. 

The model takes in account the project benefits in terms of fuel savings and incremental 

recurrent costs.  

 

The following key assumptions have been made in the preparation of YSPSC financial 

projections; 

• Electricity demand forecasts from Entura have been incorporated; 

• Assumption that the tariff will be changed based on the revenue requirement to 

recover all operating expenses; 

• The project investment of 1.6MW ground-mounted solar, 300kW rooftop solar and 
0.8MW BESS for the Yap main island has been capitalized and depreciated and at 
the same time accounted for as a grant on the YSPSC  Balance sheet and 
amortized to profit and loss in accordance with Generally Accepted Accounting 
Practice (GAAP). 

The operating revenue sees a noticeable reduction in 2021 with the proposed project coming 
on stream and the fuel savings being passed on to the customer using the above assumptions.  
However, this has no impact on operating profits since under the revenue requirement principle 
costs are passed through. The grant is amortized over the life of the asset and creates deferred 
income as an addition to net profits although it is an accounting entry with no cashflow impact.  

The current ratio is well above the acceptable 1.5:1 indicating ability to settle creditors – trade 
creditors are relatively small, except for the payments for fuel supply. With the repayment of 
the debt to the State Government, the debt to equity ratio steadily declines and so is the 
improvement to the DSCR.  

 

Table 7: YSPSC Financial Projections – Key Indicators 

Year ending 30 September 2019 2020 2021 2025 2027 

Operating Revenue ($’000s) 6,495 6,545 6,034 7,218 7,549 

Operating Profit ($’000s) 86 89 93 111 120 

Net Profit / Loss ($’000s) (10) (3) 4 382 392 

Total Assets ($’000s) 21,863 27,790 29,030 27,814 26,984 

Current Ratio 2.2:1 2.5:1 3.0:1 4.0:1 4.4:1 

Debt Service Coverage Ratio (DSCR) 2.7:1 2.7:1 2.7:1 2.9:1 3.0:1 

Debt to Equity 89:11 86:14 82:18 57:43 46:54 

      

 

Financial sustainability of proposed investments.   The project investments for Yap include 
a 1.6MW ground-mounted solar PV, 300kW of rooftop PV and 0.8MW battery storage. The 
FIRR of the project is lower than the Weighted Average Cost of Capital (WACC), so the project 
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fails the first test of financial viability. Nevertheless, the annual incremental benefits of the 
project due to fuel savings are far greater than the incremental O&M cost. It is only the upfront 
capital cost that cannot be recovered through the annual benefits, hence the low FIRR.  

 

Figure 11: Proposed project : Incremental benefits and costs 

 

 

    


