CASE STUDY

Innovative Financing Model
Makes It Easier to Say ‘Yes' to

Lighting Upgrades

Summary

Founded in 2013, Allumia describes itself as a financing company
working to bring the model that has helped solar power explode
across the country into the efficient lighting market. With a
particular focus on mid-sized commercial buildings, Allumia is
seeking to tap an often overlooked building sector. Allumia
provided a financing model to the Gold Creek Tennis and Sports
Club that enabled a long-overdue lighting upgrade, resulting in
significant operational savings of more than $9,600 per year,
improved lighting quality, a satisfied owner, and happy customers.

Business Challenges:
Good intentions for

lightingupgrades often
stalled by sticker shock

Situated on more than 70 acres of
property, the Gold Creek Tennis and
Sports Club (the Club) in Woodinville,
Washington, offers indoor tennis and
basketball courts, an indoor aquatics
facility, aerobics rooms, a fitness center,
an outdoor golf driving range, and hiking
trails. Indoor activities play a central role
in the Club’s core business, making light
quality, visibility, and continuity key to
providing members with a high-quality
experience. Lighting technology has
changed significantly since the Club’s
founding in 1976 but it had only invested
in one major upgrade.

For years, the Club regularly received
significant energy bills (about 30% of their
total energy use) and experienced
periodic interruptions in electrical service
that halted recreation until its old metal
halide bulbs slowly returned to appropri-
ate lighting levels. Thus, the Club was

interested in investing in the energy
efficient and instantaneous lighting
options promised by LED technology. The
upgrades swiftly stalled, however, when
the Club’s owner/manager was presented
with an initial upgrade quote of $80,000,
which rose to $135,000 after revisiting the
desired scope. Even with the guaranteed
efficiency and lighting quality improve-
ments that the Club’s members desired,
the owner/manager and members
determined it was not a feasible invest-
ment due to cash flow constraints and
slower than desired return-on-invest-
ment (they desired a <1 year payback).

Potential Solution: Apply
a time-tested financing
model in new ways

For many building and business owners
like the Club, the promise of guaranteed
savings is appealing. But since promises
cannot foot the upfront bill, and often
times operational and capital budgets are
not aligned, the motivation to invest in
energy efficient upgrades fizzles. Enter
Allumia, an innovative lighting upgrade
financing provider that makes use of the
widely successful energy service company
(ESCO) model to create a more palatable
approach to implementing lighting
upgrades.

In the 1970s, ESCOs turned the traditional
energy project purchase agreement on its
head by providing complete upfront
financing for all equipment, installation,
and maintenance of energy efficiency
improvements in exchange for receipt of a
“revenue stream” created by the energy
savings until their upfront costs were paid
off. Traditionally, ESCOs contracted with
institutional clients in government,
healthcare, or education where large-scale
investments in multiple system upgrade
packages reaped substantial efficiency
savings and long-term business cycles
reduced risk. More recently, the solar
industry borrowed the model to help
reduce or eliminate their customers’
perceived upfront risk, greatly contributing
to the successful growth of the solar
power industry. The solar industry demon-
strated that the model had substantial



potential for broader applications with a
different set of customers.

Following suit, Allumia’s program current-

ly focuses exclusively on lighting, a
relatively predictable, low-risk technology
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Lighting Assessment.

2. Lighting Upgrade
Package Design.

category for energy savings. Manufactur-
ers’ data shows that lighting upgrades
could reduce total energy costs by 20% at
most commercial buildings] Upgrades at
lighting-intensive facilities, such as
parking garages and warehouses, can

Calculation.
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achieve up to 75% total energy reduction.
The program employs a simple four-step
approach that requires no upfront costs and
a “lease-to-own” model for equipment:

4. Contract Period &
Transfer of Ownership.

The first step is to establish an
annual baseline energy use
estimate of the existing facility
lighting, calculated using
fixture make and model data,
usage information gathered
from utility bills, and facility
management experience.

Allumia designs a lighting
upgrade package with a goal
of reducing the quantities of
fixtures, implementing lighting
control systems, maintaining
or improving lighting quality,
and achieving maximum
energy savings. This results in
a new estimated energy use
calculated by combining the
new lighting manufacturer’s
specifications and the
facility’s lighting needs.

Based on the customer’s
recent utility bills, Allumia
projects future utility rates,
which are used to plan the
length and terms of the
service contract. Using a
dedicated metering system to
verify system performance,
Allumia monitors lighting
energy use and bills the
customer based on a percent-
age of the savings against the
baseline energy use. Allumia

During the contract period,
Allumia provides service and
any necessary replacement
parts for the new lighting
system. By contract end, the
customer fully owns the
lighting system but can elect
to extend Allumia’s contract
to continue billing based on
savings and providing ongoing
system maintenance.

uses meters certified to 0.5%
accuracy, as prescribed in

ANSI C121.2
Before After
Lamp Life Lamp Life
Lamp Type Quantity (Hours) Replaced With Quantity (Hours)
200W 14 16000 | N/A 0 100000
4' 40W T12 686 16000 | MaxLite LED Tube Retro 680 50-100K
4" 40W T12 34 16000 | 258W Lithonia LED High Bay 2 50-100K
500W Halogen FL 13 16000 | CREE XSP Series 13 50-100K
500W Halogen FL 1 16000 | RAB 150W FL 1 50-100K
CFL 22W Recessed Can 89 16000 | LED HW Recessed Can 89 50-100K
MH, 1500W Lamp 72 16000 | CREE 420W FL 72 50-100K
MH, 150W Lamp 30 16000 | CREE XSP Series 30 50-100K
MH, 250W Lamp 6 16000 | CREE LED WALLPACK 6 50-100K
MH, 250W Lamp 175 16000 | CREE XSP Series 175 50-100K
MH, 400W Lamp 25 16000 | 258W Lithonia LED High Bay 25 50-100K
T12 8' Lamp 152 1600 | MaxLite LED Tube Retro 152 50-100K
T12 8' HO Lamps 30 16000 | MaxLite 4L LED Tube Retro 24 50-100K
T12 8' Slimline 61 16000 | MaxLite LED Tube Retro 17 50-100K
T8 4' 14 16000 | MaxLite LED Tube Retro 14 50-100K
TOTAL 1402 TOTAL 1300
Unique Lamp Types | 12 | Unique Lamp Types | 8 |

This table above shows the technology in
place at the Club before and after the
lighting upgrade.

1 A 4-foot linear T8 lamp emits about 90 lumens per
watt and a 4-foot linear LED lamp emits about 108
lumens per watt, which represents a light increase of
about 20%.

2 American National Standards Institute, Inc. (2008).
“American National Standard for Electric Meters,
Code for Electricity Metering, ANSI C-12.1-2008."

With Allumia’s four-step approach to
financing energy efficiency technology, a
number of upgrades were installed at the
Club and the project was completed in
August 2014. Highlights of the upgrade
include: reducing the number of unique
lamp types from 12 to 8; reducing the
number of total lamps from 1,402 to 1,300;
and removing a large number of fixtures
in areas where a single, more efficient

|

.‘h“"-\‘\\\\\‘ -———

fixture was sufficient. This last point is
well-illustrated in the image of the
maintenance building above, where a
single LED fixture replaced 7 fluorescent
fixtures (14 lamps), while maintaining the
same quality of lighting (as determined
by employees working in the area). All of
this warranted an $86,000 incentive from
Puget Sound Energy (the Club’s utility).



Results: Lighting
upgrades make for

happy customers and
money in the bank

Eight months later, the Club was seeing
significant reduction in lighting energy
consumption—45% more savings on
lighting expenses than estimated. In
addition to baseline energy savings from
the upgrades, the program yielded
unexpected savings from reduced lighting
operating hours, inventory storage, and
maintenance expenses. These savings are
real money in the Club’s pocket and not a
part of the energy efficiency-generated
revenue stream that is billed by Allumia
to pay off upfront costs (Allumia just uses
cost savings from lamps compared to
baseline operating conditions).

The table below shows the extent of the
Club’s financial savings (after the utility
incentive) during (1) the first four years
after upgrade, when the Club is saving
almost $8,800/year in energy costs as
well as covering upfront costs and (2)
every year after that, when they are
saving nearly $24,000/year in energy
costs.

Beyond the savings, members appreciate
the improved lighting quality and
reduced interruption of recreation.

The bottom line is that the Club would
not have implemented these capital-
intensive lighting upgrades without
Allumia’s financing approach, which
made the process both approachable
and achievable.

Lighting System Savings
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Ongoing

About the Smart Buildings Center

The Smart Buildings Center (SBC) is a project of the Northwest
Energy Efficiency Council (NEEC), which is a non-profit industry

association of the energy efficiency industry. The SBC supports

growth and innovation in the Pacific Northwest’s energy

efficiency industry, serving as a hub for industry activities and

raising the visibility of energy efficiency companies and projects.

“Allumia’s financing model helped

our club make a lot of much-needed
lighting upgrades. Since then, we
have been very happy with Allumia’s
monthly billing model and as-needed
service approach.”

Peter Dahl, Owner

Gold Creek Tennis and Sports Club

Conclusion: There is a
promising opportunity

to extend the model
even further

Allumia’s program is helping accelerate
lighting technology adoption, as demon-
strated by its ability to facilitate a stalled
but much-needed lighting improvement
at the Gold Creek Tennis and Sports Club.
Its success lies not only in the promise of
upfront funding, but in its balance of
innovative financing and thoughtful
customer service.

In the future, the financing model may
even be applicable to other single system
technologies presenting a high initial
cost with reasonably predictable energy
saving potential, such as innovative
filtration and heat recovery equipment in
a manufacturing plant, renewable power
generation onsite at a large retail facility,
or new control systems in a multi-build-
ing facility with complex usage patterns.
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