
case study

Eastern Illinois University saved energy — and bigtime energy 

bills — by partnering with Honeywell. Steep energy bills. Aging 

infrastructure. A limited budget. Those were the nightmarish 

problems that greeted Gary Reed when he became Eastern 

Illinois University’s utilities manager in 1989. But today, the State 

has cited EIU as one of Illinois’ most energy-efficient public 

universities, thanks in part to a series of energy performance 

contracts with Honeywell that guarantee savings from upgrades 

and retrofits. As more institutions explore performance contracts, the EIU strategy is being 

recognized as an effective blueprint.



Improvement Through Energy Savings

Gary Reed was never a wait-until-it-breaks 

type of guy. So when he became Eastern 

Illinois University’s utilities manager and 

saw the old facilities he was going to 

maintain, Reed knew he had his work cut  

out for him. The 1960s-era utility systems  

seemed ancient by modern standards 

and were terribly inefficient. The result: 

steep energy bills and a frail infrastructure.

It was a nightmarish task: managing major 

educational facilities with a huge deferred  

maintenance backlog, aging infrastructure 

and a limited budget. This forced the  

university into a “run-until-it-fails” 

maintenance mentality that resulted in 

inefficient operations, unreliable systems 

and a perception of poor customer 

service delivery. “It’s frustrating when 

you see all kinds of energy conservation 

opportunities and don’t have any funding 

options,” Reed said.

In 1994, the state invited EIU to explore 

energy-saving performance contracts and  

Reed jumped at the chance. Thanks in 

large part to a series of performance 

contracts with Honeywell, the Illinois 

Department of Commerce and Economic 

Opportunity (DCEO) named the school  

in 2004 as having the lowest energy  

cost per-square-foot amongst all Illinois 

public universities. 

ANATOMY OF A 
PERFORMANCE CONTRACT

Performance contracts are agreements 

between a facility owner and an energy 

services company like Honeywell. 
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The impact on operating budgets drew 

attention. By 2003, the energy cost 

per square foot at EIU had dropped 

from $1.40 to $0.99 per square foot, 

the lowest in the state and more than 

40 percent lower than the average. In 

its report, the DCEO cited the strong 

track record of implementing energy 

performance contracts and energy 

conservation measures as reasons for 

the school’s lower costs. “Once the 

project began to generate the savings 

predicted, and the bills were noticeably 

lower, people started to see the results 

and embraced the work,” Reed said.

In the latest project, Honeywell will 

implement advanced control strategies 

to make the university’s chilled water 

loops and air-handling systems even 

more efficient. The 10-year project 

began in 2003 at a cost of $2.6 million. 

Annual energy savings are expected to 

be $295,142 for a projected total savings 

of $2.9 million. 

The concept of creating a self-funding 

mechanism derived from utility savings 

that could also solve major deferred 

maintenance challenges on the campus 

would have seemed impossible when 

Reed first came to EIU. But more than 

15 years later, the school can be looked 

at as a model for the successful use of 

performance contracts. “If an opportunity 

presents a reasonable savings,” Reed 

said, “it just makes good common sense 

to find a way to implement it.”

Honeywell engineers and implements 

facility improvements at no up-front 

cost, and guarantees a minimum level of 

energy savings from the upgrades and 

retrofits. Honeywell can also help the 

company secure financing based on that 

guarantee, as well as provide ongoing 

maintenance and monitoring services to 

ensure that energy savings are achieved.

After a small pilot program, EIU planned 

an aggressive, comprehensive project 

in 2000 with a Honeywell performance 

contract. Honeywell replaced or 

upgraded the fluorescent lighting 

systems in 30 buildings, installed a new 

pool filtration system in a recreation 

center and provided comprehensive 

water retrofits in 33 campus buildings. 

One of the biggest parts of the project 

was replacing seven 30-year-old 

absorption chillers with four new electric 

chillers. Honeywell also provided chilled 

water piping modifications and new 

pumps with variable frequency drives 

(VFDs) in 10 buildings. The project 

also extended two underground piping 

systems and expanded the university’s 

existing building automation system.

BOTTOM-LINE BENEFITS

The project price tag was $10.8 million, 

but the plan guarantees an annual  

savings of nearly $1.2 million for 10 years. 

If the energy conservation measures 

continue to perform as expected for 

the duration of the agreement, savings 

over the life of the performance contract 

(around $12 million) will exceed the 

installed cost of the project.
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