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Abstract: The majority of the single-family houses in Sweden are affected by deteriorations in
building envelopes as well as heating, ventilation and air conditioning systems. These dwellings
are, therefore, in need of extensive renovation, which provides an excellent opportunity to install
renewable energy supply systems to reduce the total energy consumption. The high investment costs
of the renewable energy supply systems were previously distinguished as the main barrier in the
installation of these systems in Sweden. House-owners should, therefore, compare the profitability of
the energy supply systems and select the one, which will allow them to reduce their operational costs.
This study analyses the profitability of a ground source heat pump, photovoltaic solar panels and
an integrated ground source heat pump with a photovoltaic system, as three energy supply systems for
a single-family house in Sweden. The profitability of the supply systems was analysed by calculating
the payback period (PBP) and internal rate of return (IRR) for these systems. Three different energy
prices, three different interest rates, and two different lifespans were considered when calculating
the IRR and PBP. In addition, the profitability of the supply systems was analysed for four Swedish
climate zones. The analyses of results show that the ground source heat pump system was the most
profitable energy supply system since it provided a short PBP and high IRR in all climate zones
when compared with the other energy supply systems. Additionally, results show that increasing the
energy price improved the profitability of the supply systems in all climate zones.

Keywords: single-family house; energy supply system; payback period; internal rate of return;
energy price; Swedish climate zones

1. Introduction

The energy renovation of single-family houses remains a challenging task throughout Europe due
to threats posed by climate change on different regions” environments and economies. The current
range of energy renovations among member of the European union is between 0.5% and 2.5% per year,
with an average of 1% per year [1]. To achieve the European parliament’s target for 40% energy
efficiency by 2030, the renovation rate should increase to about 2.5% to 3% of the housing stock per
year [1]. Although Sweden set a more ambitious target of 50% more efficient energy use by 2030,
compared to the levels from the reference year 1995 [2], the renovation rate in this country was about
0.8% per year in 2016 [1]. At this point, the Swedish residential sector could be a major contributor to
achieving the national target for reduction in energy use, since it is responsible for 22% of the country’s
total energy consumption, from which 12% comes from single-family houses [3]. Single-family houses
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account for almost 50% of the total building stock in Sweden [4]. The total heated area (applying the
Swedish Atemp definition) of the single-family houses in Sweden was about 293 million square meter
in 2016, about 54% larger than the total area of multi-family houses [5]. According to the Swedish
Statistics Central Bureau (SCB), 86% of single-family houses are about 30 years old, while 50% of them
use electricity to support their heating demands [6]. Moreover, technical installations of single-family
houses and insulation layers within building envelopes are likely to be near the end of their expected
lifetime [7]. In addition, the existing single-family houses in Sweden primarily exhibit poor energy
performance due to technical deterioration in heating, ventilation and air conditioning systems [7].

The energy renovation of single-family houses should be based on two main considerations.
First, the energy use of single-family houses after renovation should meet the national energy target.
Installing renewable energy supply systems was mainly considered as a solution to reduce the total
energy use of single-family houses in Sweden. From 2010 until 2015, the market share of installed heat
pumps and photovoltaic solar panels in Sweden increased to about 30% [4] and 19% [8], respectively.
The second consideration concentrates on the cost of such an energy supply system for the homeowner.
This is because installing renewable energy supply systems requires mainly high-cost investments,
setting a great challenge for homeowners [9]. Financing such a supply system often involves taking
out a loan, which will only be granted if the renovation increases the value of the property or reduces
operational costs to offset the interest costs of the loan. The value of property in Sweden is highly
dependent on its location. Accordingly, there is a risk as to the value of the property after installing
energy supply systems will not cover the loan. Homeowners need to prioritize the adoption of
energy supply systems that will allow them to save a high amount of energy and minimize their
operational costs. However, the profitability of renewable energy supply systems is mainly determined
by several different factors: Their technical characteristics [10], energy prices [11], interest rates [12],
buildings’ energy use patterns [10], climate conditions [13], lifespan [14] and performance gap between
actual and predicted energy savings [15], which is considered when analysing the profitability of
the supply systems. There are several reasons for the inconstancies between actual and predicted
energy savings; but “rebound effect” was frequently discussed by former studies [16,17]. The rebound
effect refers to occupants’ tendency to consume more energy due to economic gains provided by
energy-efficient renovations.

Although previous studies have analysed the implications of the abovementioned factors on the
profitability of renewable energy supply systems in Sweden [12,18-20], they provided no information
on how simultaneous changes in energy prices, interest rates, climate conditions and lifespan affect
their profitability. Towards this direction, this study takes a novel approach and provides with
an analysis of the profitability of a ground source heat pump (GSHP), photovoltaic solar panels (PVs)
and an integrated ground source heat pump with a PV system (GSHP-PV) for a single-family house
in Sweden. The profitability of the energy supply systems was analysed by calculating the payback
period (PBP) and internal rate of return (IRR) for these systems. The IRR represents the interest rate,
which, for a given time, can be obtained from the investment [21]. A high IRR signifies the profitability
of an investment. On the other hand, PBP corresponds to the time in which, for a given discount rate,
the investment cost will be repaid [22]. As homeowners prefer investments with low-risk exposure [23],
a short PBP is more preferable. The profitability of the GSHP, PV and GSHP-PV systems was analysed
for four Swedish climate zones, all with different climate conditions. In addition, three different energy
prices, three different interest rates and two different lifespans were considered when calculating the
IRR and PBP. Any such approach allows one to analyse how simultaneous changes in energy prices,
interest rates, climate conditions and lifespan affect the cost-effectiveness of energy supply systems.
The evaluation of the PBP and IRR assists in projecting energy efficiency policies while informing
house owners of the outcomes of the investments they decide to make.
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2. Methodology

The single-family house had a total heated area of 140 m?, with a ventilated volume of about 350 m?>.
The heated area was divided over 2 floors above the ground (Figure 1). In addition, the single-family
house included an unheated attic with a wooden pitched roof on the 3rd floor. The attic area was
equipped with a mechanical ventilation system.
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Figure 1. The first and second floors of the single-family house.

The EnergyPlus simulation tool (8.5.0) was used to evaluate the energy performance of the house.
The thermal specifications of the single-family house were in accordance with the national codes at the
time of construction in 1979 (Table 1). The heat transfer between the ground and external floor slab
followed ISO 13370 [24].

Table 1. The thermal specifications of the single-family house.

Building Envelopes U-Value
U-value of external walls 0.25 (W/m?2 K)
U-value of attic roof 0.08 (W/m?2 K)
U-value of external floor 0.27 (W/m? K)
U-value of external windows 1 (W/m?2 K)

The heating system was an electrical boiler, which was connected to water-based underfloor and
radiator distribution systems. The supply and return temperatures of the underfloor and radiator
systems were set to 60/45 °C. The domestic hot water consumption was assumed to be 14 m®/person
per year, which corresponded to 800 kWh/person per year [25]. The airtightness was assumed to be
1.6 L/s m? at the pressure of +50 (Pa), which complied with national codes at the time of construction.
In addition, the single-family house was equipped with a mechanical ventilation system, which was
comprised of a supply fan and a heat exchanger with an efficiency of 80% and 85%, respectively.
The ventilation system was operated 24 h a day. The airflow rate was set to +0.35 L/m? to comply
with national codes [26]. To ensure comfortable thermal conditions, the upper and lower temperature
limits were set to 22 °C and 18 °C, respectively [27]. The occupancy density was about 0.02 persons
per 1 m?, while the occupancy internal heat gain was assumed to be 80 W/person, following the
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recommendations provided by Levin [25] for Swedish housing. The occupancy schedule follows
Figure 2 below.
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Figure 2. The occupancy schedule applied when running simulations.

The clothing thermal insulation followed ISO7730-Standard [28], as it was set to be 1 (clo) in winter
and 0.5 (clo) in summer. The heat gain from artificial lighting and electric appliances was assumed
to be 3.6 W/m? [12]. The visible reflection of the interior walls, ceilings, and floors was set to be 60%,
80% and 20%, respectively, which complied with the Swedish standard [29].

2.1. Weather and Climate Zones in Sweden

Following the Koppen-Geiger climate map, Sweden is located in the cold climate zone (D) [30].
In addition to the abovementioned categorization, the National board of housing building and
planning [31] further classified Sweden into 4 climate zones, which allowed for the performing of
detailed energy demand calculations based on the different climate conditions. The climate zones
vary mainly in their outside design temperatures, annual average temperatures, wind velocity,
relative humidity and solar radiation. The Swedish climate zone I represent the coldest and northmost
zone, while climate zone IV represents the warmest and furthest south zone [31].

The single-family house was modelled in 4 different cities: Kiruna in climate zone I, Sundsvall in
climate zone II, Stockholm in climate zone III, and Gotheborg in climate zone IV (Figure 3). This decision
was made to analyse the contribution of the climate zones in terms of the cost-effectiveness of the 3
different energy supply systems in Sweden. Weather data files, required for performing simulations in
the respective cities, were collected from Climate OneBuilding [32].
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Figure 3. Four Swedish climate zones and the position of four regions analysed.
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2.2. Energy Supply Systems

Three distinct energy supply systems were considered to improve the energy efficiency of the
single-family house. The first considered supply system was a ground source heat pump (GSHP) with
a coefficient of performance (COP) of 3 and a total power of 50 kW. The lifespan of the GSHP was
15 years. The 2nd supply system was a solar photovoltaic (PV) system with a lifespan of 20 years.
Each PV panel had a power output of 285 W [33]. In total, 31 PV panels with a total area of 43.7 m?
were installed on a south-sloping roof with a 45° tilt toward the south. The third supply system was
comprised of an integrated GSHP and PV system (GSHP-PV). The COP, total power and lifespan
of the GSHP used in the integrated supply system was similar to those of the first energy supply
system. However, the total number of PV panels to be installed in each climate zone varied in order to
avoid overproduction issues. Although the overproduced electricity of the system can be sold back to
the grid [34], PV panels had significantly higher embodied CO2 when compared with other supply
systems [35]. Louwen, Van Sark [36] discussed about great downward trends of the environmental
impact of PV production. Although previous studies included the evaluation of embodied CO, impact
of PV systems in their analyses, they used different data sources, technologies, system boundaries,
locations and lifespans. The inconsistency in results, presented by previous studies, limits one to derive
a robust conclusion about PV systems’ performance in reducing carbon footprints. Table 2 presents the
specifications of the PV systems installed in each region.

Table 2. Photovoltaic solar panels (PV) systems, used when installing ground source heat pump-PV
(GSHP-PV) system in four climate zones.

Total Number of Panels Total Area (m?) Max. Power (kW) Tilt Toward South

Climate zone I 31 51.2 8.8 45°
Climate zone II 25 41.3 7.1 45°
Climate zone III 23 38 6.6 45°

Climate zone

v 21 33 5.7 45

The schedule for operating the abovementioned supply systems was set to 24/7 since they were
designed to support both heating and domestic hot water demands.

2.3. Cost-Effectiveness Evaluations

The IRR and PBP were quantified using Equations (1) and (2). The IRR is the interest rate of “i”,
l/t/I

which, for a given lifespan of
of “t”, which, for a given interest rate of “i”, makes NPV zero.

, the net present value (NPV) is zero. Meanwhile, PBP is the lifespan

= 1
NPV = D’y) * - (I4+U0 1
2,00 gy~ (0 g
D't = (Eg - E)ra(1+ B)* )

where:

NPV is the net present value during the lifespan of n year;

D't is the annual energy saving cost;

Ey is the initial total energy use before installing the supply systems;
E; is the total energy use after installing the supply systems;

r is the interest rate;

tis the lifespan of n years;

o is the energy price per kwh/m?;

B is the inflation in energy price (%);
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Iy is the investment cost;

U is the maintenance and installation costs.

The IRR was calculated for the lifespans of 30 and 50 years. In quantifying PBP, the interest rates
of 1%, 3% and 5% were considered. This decision was made to analyse the implication of lifespan and
interest rate on the IRR and PBP, respectively. In addition, 3 different energy prices were considered
when calculating the IRR and PBP (Table 3). Furthermore, the sensitivity of the IRR and PBP to rises in
energy prices and changes in lifespan was analysed.

Table 3. Three different energy prices considered.

Energy Price Energy Price for Electricity
Lowest energy price among European countries in 2019 * [37] 0.48 (SEK/kWh)
Highest energy price among European countries in 2019 * [37] 3.36 (SEK/kWh)
Energy price in Sweden in 2019 * [37] 1.45 (SEK/kWh)

* Including tax and levies.

Table 4 presents the investment, maintenance, installation and labour cost of the three renovation
packages. In calculating the IRR and PBP, the energy supply systems were replaced when they reached
the end of their lifespan.

Table 4. Investment, maintenance and installation costs of energy supply systems.

Maintenance Cost

Supply Systems Investment Cost (SEK/KW.Y) Installation Cost
GSHP [38] 6000 (SEK/kW) 150 24,000 (SEK/kW)

PV system [33] 19,000 (SEK/kW) 342 3800 (SEK/kW)
GSHP-PV system [33,38] 25,000 (SEK/kW) 492 27,800 (SEK/kW)

3. Results and Discussions

Table 5 shows the variation in the total energy consumption of the single-family house before
and after installing the energy supply systems in the four regions. The GSHP and GSHP-PV systems
reduced the total energy consumption to below 69 (kWh/m?), thereby satisfying the national energy
target in reducing total energy use by 50% when compared with 1995. However, the PV system fulfilled
the national energy code only in climate zone IV. In addition, the analyses of the results showed that
the GSHP-PV system had the best performance in the four regions, as it reduced the total energy use
by about 91% in climate zone I, 93% in climate zone II, and 98% in climate zone IIl and climate zone IV.

Table 5. The total energy consumption of the single-family house.

Initial After Installing After Installing After Installing
(kWh/m?)  GSHP (kWh/m?) PV (kWh/m?) GSHP + PV (kWh/m?)
Climate zone | 197 53 164 21
Climate zone II 124 41 86 9
Climate zone III 119 32 79 3
Climate zone IV 113 29 67 2

3.1. Analysing Variations in the IRR

Figure 4 shows the variations in IRR when installing energy supply systems with three different
energy prices and lifespans of 30 years. Considering the GSHP system, when the energy price was
0.48 (SEK/kWh), the IRR was positive only in climate zone I. This was because the aggregate levels
of monetary savings due to the installation of GSHP were greater in climate zone I than in the other
climate zones. Accordingly, with a low energy price of 0.48 (SEK/kWh), the GSHP was profitable only
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in climate zone I, while it lost its value at its respective IRR in all climate zones. A higher energy
price had a significant effect on the convenience of GSHP installation in all four climate zones, as it
augmented the IRR across them all. However, IRR was augmented at a different degree of increase.
When changing the energy price from 0.48 (SEK/kWh) to 1.45 (SEK/kWh), the IRR in climate zone I
rose by a 10-fold increase; however, it was augmented by an 8-fold increase in climate zone II and
by a 7-fold increase in climate zones III and IV. Similarly, when the energy price was changed from
0.48 (SEK/kWh) to 3.36 (SEK/kWh), the IRR rose 25-fold, 19-fold, 17-fold, and 16-fold in climates I, II,
III and 1V, respectively.

Considering the PV system, when the energy price was 0.48 (SEK/kWh) or 1.45 (SEK/kWh), all IRR
values were negative. A negative IRR implied that the PV system was not profitable as it lost value at its
respective IRR in all climate zones. This was because, when the energy prices were low, the investment
cost of the PV system outweighed the cost of the saved energy. With an energy price of 3.36 (SEK/kWh),
the lowest IRR was obtained in climate zone I. This was because, at higher latitudes, like Kiruna
in climate zone I, the amount of electricity produced by the PV system was less than the electricity
production in other climate zones, which increased the use of electricity from the grid. Accordingly,
the aggregate levels of monetary savings due to the installation of the PV system were smaller in
climate zone I. The highest IRR of 3% was obtained in climate zones IIl and 1V, signifying that the PV
system was most profitable in these climate zones because the PV system received high solar irradiation
at lower latitudes, such as Gothenburg and Stockholm; accordingly, it exhibited better performance in
producing electricity.

In terms of the GSHP-PV system, when the energy price was 0.48 (SEK/kWh), all IRR values were
negative. Although the GSHP-PV system had the best performance in reducing the total energy use of
the single-family house, its high investment costs exceeded the cost of the saved energy. With an energy
price of 1.45 (SEK/kWh) or 3.36 (SEK/kWh), all IRR values were positive, but the highest IRR was
obtained in climate zone I, while the lowest IRR was observed in climate zone IV. This occurred since
the amount of saved energy due to the installation of the GSHP-PV system was higher in climate zone
I, which added to the aggregate levels of monetary savings. Accordingly, the GSHP-PV system was
most profitable in climate zone I when compared with the other climate zones. When changing the
energy price from 1.45 (SEK/kWh) to 3.36 (SEK/kWh), the IRR in climate zone I was augmented by
an 8-fold increase, while it rose 6-fold in climate zone II and 5-fold in climate zones III and IV.
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Figure 4. Internal rate of return (IRR) values in four climate zones when installing energy supply
systems with three different energy prices and a lifespan of 30 years.

Figure 5 presents the variations in IRR when installing energy supply systems with 3 different
energy prices and lifespans of 50 years. The GSHP system was profitable in all climate zones only
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when the energy price was 1.45 (SEK/kWh) and 3.36 (SEK/kWh). When changing the energy price
from 1.48 (SEK/kWh) to 3.36 (SEK/kWh), the IRR in climate zone I rose 9-fold, while it was augmented
8-fold, 7-fold, and 6-fold in climate zones II, III and IV, respectively.

With an energy price of 0.48 (SEK/kWh) or 1.45 (SEK/kWh), the PV system lost value at its
respective IRR in all climate zones. Increasing the energy price to 3.36 (SEK/kWh) led to positive
growth in the IRR in all climate zones; however, the IRR turned positive only in climate zone IV.
Accordingly, the PV system was profitable in climate zone IV only when the energy price was high.

With a low energy price of 0.48 (SEK/kWh), the investment costs for the GSHP-PV system devalued
at its respective IRR in all climate zones. The devaluation rate was lower in climate zone I, while it
further deteriorated in other climate zones. This was because of the amount of costs of the saved
energy due to the installation of the GSHP-PV system being greater in climate zone I than in the other
climate zones. Increasing the energy price to 1.45 (SEK/kWh) had a positive effect on the IRR in all
climate zones; however, the IRR became positive only in climate zone I. With a high energy price of
3.36 (SEK/kWh), all IRR values were positive. The highest IRR was obtained in climate zone I, while the
lowest was observed in climate zones III and IV. Increasing the energy price from 1.48 (SEK/kWh) to
3.36 (SEK/kWh) augmented the IRR by a 6.7-fold increase in climate zone I, while it rose by 6-fold in
climate zone II and 5-fold in climate zones IIl and IV.
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Figure 5. IRR values in four climate zones when installing energy supply systems with three different
energy prices and a lifespan of 50 years.

Sensitivity Analyses

Figure 6a—d show the variations in the IRR in the four climate zones when installing the GSHP
in terms of changes in energy price and lifespan. Regardless of whether energy price was low or
high, changing the lifespan from 30 years to 50 years had a negative impact on the IRR in all climate
zones. Accordingly, funding investments in the GSHP system during a lifespan of 30 years was more
convenient way to invest in all climate zones. The analysis of the results showed that the IRR was more
sensitive to increases in energy prices when the lifespan was 30 years. This was because, for a lifespan
of 30 years, the difference between the costs of saved energy and investment costs was larger than
for a lifespan of 50 years. In addition, the IRR was more sensitive to changes in energy prices in
climate zone I, followed by climate zones II, III and IV. This was because the GSHP system had the best

performance in climate zone I, and, accordingly, an increase in energy price augmented the IRR more
significantly in this climate zone.
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Figure 6. (a) Variation in IRR with respect to changes in lifespan and energy price in climate zone I.
(b) Variation in IRR with respect to changes in lifespan and energy price in climate zone II. (c) Variation
in IRR with respect to changes in lifespan and energy price in climate zone III. (d) Variation in IRR with
respect to changes in lifespan and energy price in climate zone IV.

Figure 7a—d show the variation in the IRR in the four climate zones with respect to energy price
and lifespan when installing the PV system. The analysis of results showed that, when the lifespan was
30 years, the IRR was equally sensitive to changes in energy prices in all climate zones. In addition,

with a lifespan of 30 years, the IRR was more sensitive to changes in energy price, than for a lifespan of
50 years.
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Figure 7. (a) Variation in IRR with respect to changes in lifespan and energy price in climate zone I.
(b) Variation in IRR with respect to changes in lifespan and energy price in climate zone II. (c) Variation
in IRR with respect to changes in lifespan and energy price in climate zone III. (d) Variation in IRR with
respect to changes in lifespan and energy price in climate zone IV.

Figure 8a—d show the variation in the IRR in four climate zones when installing the GSHP-PV
system in terms of changes in energy price and lifespan. Similarly, the IRR was more sensitive to
changes in energy prices when the lifespan was 30 years in all climate zones. In addition, the IRR was
more vulnerable to changes in energy prices in climate zone I, followed by climate zones II, III and IV.
This was because the amount of monetary savings due to the installation of the GSHP-PV system in
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climate zone I was greater than those of the other climate zones; hence, an increase in energy price
raised the IRR to a greater degree in this climate zone.
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Figure 8. (a) Variation in IRR with respect to changes in lifespan and energy price in climate zone I.
(b) Variation in IRR with respect to changes in lifespan and energy price in climate zone II. (c) Variation
in IRR with respect to changes in lifespan and energy price in climate zone III. (d) Variation in IRR with
respect to changes in lifespan and energy price in climate zone IV.
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3.2. Analysing Variations in PBP

Figure 9 shows the variations in the PBP when installing energy supply systems with three
different energy prices and three different interest rates. With interest rates of 1% and an energy
price of 0.48 (SEK/kWh), the GSHP was the only profitable system in climate zone I, because it
provided the highest energy saving rate of 73% in climate zone I, which accumulated in the monetary
savings toward investment and maintenance costs. When the interest rate was increased to 3% and
5%, the investment costs for installing the GSHP system were never returned. However, the GSHP
system was profitable in all climate zones when the energy prices increased to 1.45 (SEK/kWh) and
3.36 (SEK/kWh). Although increasing the interest rate usually augmented the PBP values, the increase
in energy price mitigated the negative effect of a high interest rate on the PBP in all climate zones.
Regardless of fluctuations in interest rate, when energy prices were 1.45 (SEK/kWh) or 3.36 (SEK/kWh),
the lowest PBP was observed in climate zone I, while the highest was obtained in climate IV.

The profitability of the PV system was strongly dependent on a low interest rate of 1%, along with
a high energy price of 3.36 (SEK/kWh). This was because a low interest rate, together with a high
energy price, elevated the aggregate levels of monetary savings in all climate zones.

The profitability of the GSHP-PV system was determined by both the interest rate and energy
price. Regardless of fluctuations in interest rate, when the energy price was 0.48 (SEK/kWh),
funding investments in the GSHP-PV system was inconvenient, since the investment costs for
installing this supply system was never repaid. Increasing the energy price mitigated the negative
effect of the interest rates on PBP. With an interest rate of 1% and an energy price of 1.45 (SEK/kWh),
the GSHP-PV was profitable only in climate zones I and II. Meanwhile, increasing the interest rate to
3% decreased the monetary savings, as the investment costs of the GSHP-PV system were only repaid
in climate zone I. With an interest rate of 5%, the GSHP-PV system yielded no financial gain in any
climate zones. However, with energy prices rising to 3.36 (SEK/kWh), the difference between the costs
of the saved energy due to the installation of the GSHP-PV system and the investment costs turned
positive in all climate zones, which made the GSHP-PV system a profitable solution for reducing total
energy use. Regardless of fluctuations in interest rate, when the energy price was 3.36 (SEK/kWh),
the lowest and highest PBPs were obtained in climate zone I and IV, respectively.
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Figure 9. Payback period (PBP) values in four climate zones when installing energy supply systems
with three different energy prices and three interest rates.

Sensitivity Analyses

Figure 10a-d show the variations in PBP when installing the GSHP in terms of changes in energy
price and interest rate. The analysis of results showed that PBP was more sensitive to changes in energy
prices when the interest rate was high. In other words, rising energy prices reduced the PBP in all
climate zones but more significantly when the interest rate was high, which signified the effectiveness
of a higher energy price in terms of the profitability of energy supply systems when interest rates were
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high. In addition, the sensitivity of PBP to changes in energy prices varied among the four climate
zones. Regardless of the fluctuations in interest rate, the PBP was less vulnerable to changes in energy
price in climate zone I, while it was highly sensitive to changes in energy price in climate zone IV.
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Figure 10. (a) Variation in PBP with respect to changes in the interest rate and energy price in climate
zone L. (b) Variation in PBP with respect to changes in the interest rate and energy price in climate zone
II. (¢) Variation in PBP with respect to changes in the interest rate and energy price in climate zone III.
(d) Variation in PBP with respect to changes in the interest rate and energy price in climate zone IV.
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No analyses were performed to study the sensitivity of PBP when installing the PV system since
this system was only profitable with a high energy price of 3.36 (SEK/kWh) and a low interest rate
of 1%.

Figure 10a—d show the variations in PBP when installing the GSHP-PV in terms of changes in
energy price and interest rate. With an interest rate of 1%, PBP was less sensitive to changes in energy
prices in climate zone I than in other climate zones. This was because the amount of monetary savings
due to the installation of the GSHP-PV system was greater in climate zone I; accordingly, increases in
energy price had a smaller effect on PBP in this climate zone. In addition, PBP was more sensitive to
change in energy prices in climate zone I when the interest rate was increased to 3%. With an interest
rate of 5%, the GSHP-PV system was profitable only when the energy price was 3.36 (SEK/kWh);
accordingly, no analyses were performed to study whether or not the PBP was sensitive to change in
energy price.

4. Final Remarks

The following remarks were concluded from the analyses performed.

The GSHP-PV system exhibited the best performance in reducing the total energy use of the
single-family house.

In general, the GSHP system was the most profitable energy supply system, since it provided
a short PBP and high IRR in all climate zones when compared with the other energy supply systems.

Increasing the energy price improved the profitability of the supply systems in all climate zones.

With an energy price of 1.45 (SEK/kWh) or 3.36 (SEK/kWh), funding investments in the GSHP and
GSHP-PV systems during a lifespan of 30 years was more convenient in all climate zones.

The IRR was more sensitive to changes in energy price when the lifespan was 30 years in all
climate zones.

5. Conclusions

The European parliament’s target for the energy efficiency of buildings mandates an increase
in the rate of house renovations. The single-family houses in Sweden can be seen as highly relevant
in fulfilling this target, as they account for almost half the residential building stock in this country.
In addition, the single-family houses in Sweden are responsible for a large amount of total energy
consumption within the residential sector. Installing renewable energy supply systems has thus been
seen as a solution to meet the European parliament’s target. However, the rate of energy renovations
performed on single-family houses in Sweden has been low, reaching only 0.8% in 2016. One of
the reasons explaining this low renovation rate is the high investment costs required for installing
renewable energy supply systems that pose a great challenge to house owners. Therefore, there is
a need for evaluating the cost-effectiveness of different supply systems that could be applied to
single-family houses. This study took a novel approach to analyse how simultaneous changes in energy
prices, interest rates, climate conditions and lifespan affect the cost-effectiveness of energy supply
systems. For this purpose, the internal rate of return (IRR) and the payback period (PBP) of three
potential energy supply systems that could be possibly applied in the case of a single-family house
in Sweden. The first energy supply system included the installation of a ground source heat pump
(GSHP), while the second and third packages comprised the installation of photovoltaic panels (PV
system) and the mounting of an integrated GSHP and PV system (GSHP-PV), respectively. The IRR
was calculated for lifespans of 30 and 50 years, while the PBP was obtained for interest rates of 1%,
3% and 5%. Furthermore, the implications of the three different energy prices and four climate zones
on IRR and PBP were analysed.

The analyses of the results showed that the GSHP provides a higher IRR; accordingly, it yields the
highest profit during the lifespan of a house when compared to other energy supply systems. This was
because of the high performance of the GSHP in reducing total energy use and its relatively low
investment cost. Furthermore, the results showed that raising the energy cost can increase the IRR of
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the supply systems because it adds to costs related to saved energy and thus offset the investment costs.
Comparatively, the GSHP provides the lowest PBP when compared with the PV and GSHP-PV systems.
In addition, the results showed that increasing the interest rate adds to PBP of the supply systems since
it depreciates the cost of saved energy. In contrast, increasing the energy price can ease the investment
cost of the renovation package more effectively, thereby reducing the PBP. With a lifespan of 30 years,
the IRR was more sensitive to changes in energy price, than for a lifespan of 50 years.

Although the renewable energy supply systems hold promise for providing energy savings,
this promise can be misleading mainly due to the rebound effect. The rebound effect comprises two
main categories: Temporal rebound and spatial rebound [15]. The temporal rebound is associated with
phenomena such as temperature take-back, in which occupants keep a higher indoor temperature,
practically over longer periods, thereby counteracting the energy efficiency provided by renewable
energy supply systems. The spatial rebound refers to occupants’ tendency to expand the heated space.

Results, considering the effectiveness of the energy supply systems in reducing the total
energy consumption, can be generalised to countries with similar climate conditions. However,
the cost-effectiveness of the renewable energy resources depends on how investment costs, energy prices
and energy policies evolve. Effective energy policy formulations can facilitate renewable energy
transitions. Any such policy may include financial incentives or taxation regimes applying to
non-renewable energy resources [39]. However, the scope of the energy policies may vary in different
countries, since they are strongly influenced by social, political and economic factors [40].

The results can be expanded to provide an aid when developing energy efficiency policies
with a goal of increasing the rate of implementation of energy renovations. In addition, the analyses
performed could be expanded for the further quantification of the IRR and PBP in a more comprehensive
manner, including the replacement of windows and insulation layers in building envelopes.
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