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Transforming Lighting for Small Businesses

Hawaiian Electric Company has retrofit the lighting of at least 136 small businesses in
a campaign to increase the energy efficiency of small companies. The project, called
Energy Solutions for Small Business, was developed by the electric utility through its
partnership with Rebuild America and the Hawaii State Department of Business,
Economic Development and Tourism. Still going strong, the project is saving more
than 3.58 million kilowatt hours a year.

The utility began a new pilot in 2003 for larger customers while continuing to offer its
lighting retrofits to more small businesses.

The Challenge

Hawaiian Electric Co. (HECO) has engaged in demand-side management since 1996 for
customers on the island of Oahu. But owners of small businesses cite several primary
reasons for being slow to try retrofits: lack of time, lack of knowledge, lack of trust in
the vendors, lack of capital and doubts about cost effectiveness. As Sam Nichols, a
customer efficiency program analyst for HECO, explained it:

“Small business owners perceived energy-efficiency efforts as absorbing excessive time,
necessitating that they haggle with contractors to obtain bids. Some owners felt they
were not educated enough to make a fair assessment and comparison of services,
while others held a certain amount of distrust toward contractors, doubting that the
calculations reported were accurate. Many owners felt that it would be difficult to
finance capital upgrades.”

At the same time, lighting contractors are not necessarily eager to look for work with
small businesses, where the economies of scale are less rewarding to vendors as well as
customers.

Small businesses - defined as companies with less than 200 lighting fixtures each -
constitute more than 24,000 commercial customers for electric utility HECO. That left
a huge amount of room for demand-side management through lighting efficiency.

“We felt it was an important market to target to help the small business owners
capture the energy savings we knew were out there,” Nichols said.

The Solution

HECO and the Hawaii State Department of Business Economic Development and
Tourism partnered with Rebuild America to create a program targeting small
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businesses for lighting retrofits. Energy Solutions for Small Business was created with the
help of a Rebuild America grant and in-kind contributions from HECO.

Many small customers are aggregated into one bidding package managed by HECO,
whose representatives evaluate bids using their knowledge of technologies. That saves
time for the customer and the vendor and gets around the problem of limited
knowledge among participating small businesses. Business owners deal solely with the
HECO representative to obtain a contractor.

To combat distrust of contractors, HECO recommends contractors, makes sure that
proper permits are issued and insists that all equipment meet HECO standards. And
HECO performs post-installation inspections prior to the contractor being paid.

To gain economies of scale, HECO issues requests for proposals (RFPs) that seek vendors
to perform numerous retrofits to several aggregated businesses, a strategy that allows for
quantity price breaks from vendors. Because of HECO’s role, lighting contractors save on
the costs of marketing.

Lighting retrofits typically cost $1,000 to $5,000, and most lighting contractors do not
offer a payment plan. Many small-business owners feel the amount is too small to
warrant obtaining a bank loan. HECO solves that problem by paying the lighting
contractor, then having the small business repay the utility in four equal amounts over
four consecutive months at zero interest. After the last payment is received, HECO issues
to the business a rebate check from HECO’s demand-side management program.

The primary type of retrofit is the changeover of T-12 fluorescent lights with magnetic
ballasts to T-8 fluorescents with electronic ballasts.

The program, now more than four years old, started with a pilot project that involved 21
on-site audits and seven retrofits. Since the program got rolling, there have been 302
lighting audits and 136 retrofits. Annual energy savings were estimated in late 2003 as
more than 3.58 million kilowatt hours (kWh). The estimate for annual dollars savings,
from 2003, is $381,085. Retrofit costs have amounted to $670,861. Total costs - including
rebates and administrative costs along with the retrofits - have reached $883,520.

HECO began a new pilot program in 2003 for mid-size companies. Called Light Year, the
new program caters to customers with 200-800 fixtures each. Companies signing up for
Light Year pay for a retrofit in 10 monthly installments.

To learn more visit: www.eere.energy.gov

Energy efficiency and clean, renewable energy will mean a stronger economy, a cleaner environment,
and greater energy independence for America. Working with a wide array of state, community,
industry, and university partners, the U.S. Department of Energy's Office of Energy Efficiency and
Renewable Energy invests in a diverse portfolio of energy technologies.

Rebuild America is a U.S. Department of Energy program that focuses on improving communities
through energy-saving solutions.
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