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Executive Summary  

 

Since 1979, the Small-Scale Local Energy Loan Program (SELP) has provided long-term fixed rate 

loans for Oregon energy projects. Over the program’s history, the Oregon Department of 

Energy has issued more than 900 loans, with an associated $612 million in financing, to 

recipients located across all 36 Oregon counties.  

SELP supports State of Oregon energy policy by providing public, private, and tribal 

stakeholders access to energy project capital for qualified Oregon energy projects that invest in 

energy conservation, renewable energy, and alternative fuels, or that create products from 

recycled materials. SELP operates without general fund support and relies on program fees and 

loan interest to sustain operations. Capital for loans is procured through the issuance of Article 

XI-J general obligation bonds, a process facilitated by the State Treasurer through the Debt 

Management Division. SELP operates under authority established by ORS Chapter 470. 

SELP program activity is supported by the Small-Scale Local Energy Project Advisory Committee 

(SELPAC), a nine-member director appointed committee representing the interests of Oregon 

citizens. SELPAC provides broad subject matter expertise in the areas of energy technology, 

natural resource development, environmental protection, finance, agriculture, local and 

regional governance, and utility operations. SELPAC assists SELP by making recommendations 

on loan applications and standards for small scale local energy projects.  

In December 2015, SELP staff was notified by the Debt Management Division that the Treasury 

Department would not facilitate additional SELP lending, eliminating any potential bond 

funding for energy projects or access to additional capital resources. Consequently, the loan 

program is currently unable to originate new loans and loan volume for the reporting period 

covered by this report is limited. SELP made two small loans in the fall of 2015 as follows: 

Loan 

No 

Borrower Loan Amount Loan Date Borrower 

Type 

Project 

Location 

Project Type 

L00893 Milton-

Freewater 

School 

District  

 $      250,000.00  7/28/2015 K-12 School Milton-

Freewater 

Conservation  

L00894 Tempalli 

Pradeep 

 $        20,507.36  8/10/2015 Residential Happy 

Valley 

PV 

Generation  
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While the lending aspect of the program has been on hiatus, the current team at ODOE has 

worked diligently and successfully to stabilize SELP operations and improve the program’s 

financial condition. The following SELP balance sheet and income statement summary is drawn 

from the program’s audited fiscal year-end financial statements and reflects an increase in 

program net revenue year over year due to a reduction in program expense and a decrease in 

net position due to reclassifying $1.1 million in non-enterprise funds previously attributed to 

the SELP program to general agency funds.  

 Period Ending June 30, 2015 Period Ending June 30, 2016 

Program Assets   $        216,359,400   $             193,936,501  

Program Liabilities   $        224,825,154   $             203,229,730  

Net Position   $          (8,582,401)  $               (9,285,366) 

   

Program Revenue   $          23,127,483   $                  9,839,668  

Program Expense   $          24,020,012   $                  9,533,156  

Change in Net 

Position  

 $              (892,529)  $                     306,512  

 

Challenges remain, however, and the program will likely require, for the first time in its history, 

additional funding to meet program obligations in 2021. These obligations stem from several 

high-risk loans, made between 2007 and 2010, that resulted in significant program loan loss 

that reduced the program’s long-term financial solvency and ability to operate.  

SELP program staff hosted a number of third party reviews of the program’s lending functions 

in 2016 that concluded a need to update program rules. The department elected to delay SELP 

rulemaking in order to allow for the Legislature to set program direction stemming from a full 

agency review in June 2016 by the Joint Committee on Department of Energy Oversight. The 

work of the Joint Committee, completed in November 2016, produced no consensus 

recommendations on SELP. 

The Oregon Department of Energy is currently focused on prudently managing the existing SELP 

loan portfolio and developing recommendations, with stakeholder input, to improve the 

program to ensure SELP is appropriately positioned to meet Oregon’s current energy goals.   



S m a l l - S c a l e  E n e r g y  L o a n  R e p o r t  –  2 0 1 7  

 

 

iii 
 

TABLE OF CONTENTS   

 

1. Introduction .............................................................................................................................................. 1 

Program Background ............................................................................................................................ 1 

Program Operations .............................................................................................................................. 1 

Program Challenges .............................................................................................................................. 2 

2. SELP Financial Overview ............................................................................................................................ 4 

3. Energy Loan Activity - January 1, 2015 to Current .................................................................................... 5 

4. Current SELP Program Activity .................................................................................................................. 6 

 

 



S m a l l - S c a l e  E n e r g y  L o a n  R e p o r t  –  2 0 1 7  

 

 

1 
 

2017 SELP Biennial Report to the Legislature  

1. Introduction  

For more than 35 years, the Small-Scale Local Energy Loan Program has helped individuals, 

businesses, tribes, nonprofits, and public sector agencies pursue energy efficiency and 

renewable energy goals. Through SELP, ODOE has issued more than 900 loans, with an 

associated $612 million in financing, to recipients located across all 36 Oregon counties.  

As this report outlines, SELP is not currently writing or developing new loans. SELP staff are 

focused on working closely with existing borrowers to help ensure current loan repayments are 

managed carefully. Further, SELP staff are working with the program’s volunteer advisory 

committee and other external stakeholders to examine and explore the role of the SELP 

program and how it can provide value to Oregonians and advance the state’s energy agenda. 

With the advisory committee’s guidance and other stakeholder input, ODOE hopes to develop 

thoughtful and realistic recommendations for legislative consideration on the program’s future 

that incorporate an understanding of current credit and energy sector markets in Oregon, 

emerging energy technology, state energy goals, and the state’s tolerance for financial risk.    

Program Background  

The Small-Scale Local Energy Loan Program (SELP) was established by the Oregon State 

Legislature in 1979 under ORS Chapter 470. A legislatively referred constitutional amendment 

to authorize the issuance of state Article XI-J bonds for small scale local energy projects passed 

in 1980. SELP supports State of Oregon energy policy by providing public, private, and tribal 

stakeholders access to energy project capital. SELP issues Article XI-J general obligation bonds 

to originate fixed-rate long-term loans for qualified Oregon energy projects that invest in 

energy conservation, renewable energy, and alternative fuels, or that create products from 

recycled materials.  

Over SELP’s 35-plus-year history, the program has issued more than 900 loans, with an 

associated $612 million in financing, to recipients located across all 36 Oregon counties. Lack of 

access to project capital can be a barrier to energy project development. SELP plays an 

important role in insuring project capital is available to support the implementation of energy 

projects that advance Oregon’s energy related goals.    

Program Operations  

The loan program operates as an enterprise fund and relies on program fees and loan interest 

to sustain operations. SELP made its first loan in 1981 and has operated continuously without 

general fund support since that time. The program operates two major funds to carry out 

program activities:  
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Small Scale Local Energy Project Loan Fund  

This fund and its sub-accounts, created by Article XI-J of the Constitution and 

appropriated to the Department under ORS 470.130 to hold the proceeds from article 

XI-J bond sales, is the funding source for program loans.  

 Small Scale Local Energy Project Administration and Bond Sinking Fund 

This fund, created under ORS 470.300, is the source for payment of all loan program 

expense. The sinking fund and its sub-accounts consist of all program fees and interest 

earned, program loan receivables, monies transferred from the Small Scale Local Energy 

Project Loan Fund, and any gifts, grants, or legislative appropriations.  

SELP has the capacity to issue taxable and tax-exempt state XI-J general obligations bonds 

including private activity bonds to fund approved loan requests. The sale of XI-J bonds is 

facilitated by the State Treasurer through the Debt Management Division and only occurs after 

a loan has been approved. Because costs associated with issuing debts can be significant, the 

Debt Management Division typically requires the Department to identify approximately $5 

million in approved loans before authorizing a bond sale. Loan amounts less than $5 million can 

be funded via a bond sale; however, doing so may require combining SELP needs with other 

state programs in the same sale. This can increase the complexity and cost of a sale and is 

therefore used infrequently.  

The loan program has historically used internal cash flow generation to fund smaller loans that 

are not large enough to merit the sale of bonds. This process involves transferring resources 

from the Small Scale Local Energy Project Administration and Bond Sinking Fund to the Small 

Scale Local Energy Project Loan Fund. The transfer of funds from the bond sinking fund to the 

project loan fund may only occur during periods of sinking fund adequacy as articulated under 

ORS 470.300(3).  

The Small-Scale Local Energy Project Advisory Committee (SELPAC), a nine-member appointed 

committee representing the interests of Oregon citizens, supports SELP program activities by 

providing broad subject matter expertise in the areas of energy technology, natural resource 

development, environmental protection, finance, agriculture, local and regional governance, 

and utility operations. 

Program Challenges  

SELP currently has a forecasted deficit in the Small Scale Local Energy Project Administration 

and Bond Sinking Fund. The cumulative forecasted deficit is currently $8.9 million through 

2034, with the first bond sinking fund shortfall projected to occur April 2021. A projected deficit 

in the bond sinking fund was first recognized in December 2008 and has been reported since 
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that time on SELP financial statements, official bond sale summaries, and in the program’s 

biennial reports to the Legislature. 

The sinking fund deficit is the result of $30.7 million in loan losses sustained on loans the 

department originated between the years 2007 and 2010. Of the $30.7 million in losses 

suffered, over $28 million is attributable to losses from two loans: Cascade Grain Products, LLC 

($18.1M) and Peak Sun Materials Corporation ($10.2M). These two losses represent 84 percent 

of program loan losses to date. 

In December 2015, SELP staff was notified by the Debt Management Division that the Treasury 

Department would not facilitate additional SELP lending, eliminating any potential bond 

funding for energy projects or access to additional capital resources. Consequently, the loan 

program is currently unable to originate new loans and thus unable to meaningfully contribute 

to reducing the bond sinking fund deficit through new loan revenue.  

As a result of the 2015 Treasury decision, SELP had to back away from considering projects in 

the loan pipeline: a municipal district heating project in Harney County, an alternative-fuel 

vehicle project in Klamath County, and a university central plant upgrade project in Jackson 

County. The loan program has not originated new loans since August 2015. Given the scope of 

the current sinking fund deficit, it is anticipated that SELP will require a capital injection in 2021 

in order to pays its bonds even if the program immediately resumes new energy loan 

originations.   

Though the agency cannot issue new loans, ODOE has been aggressive about reducing the 

deficit. Between October, 2016 and February, 2017 the department worked hand in hand with 

public borrowers to refinance a portion of the bond debt. While the bonds will still have the 

same maturity date, the refinancing reduced SELP’s interest expense by around $3 million and 

realized an equivalent amount of savings for the borrowers.  

The department has also carefully controlled expenses, keeping numerous staff positions open 

as existing staff manage the SELP portfolio and work closely with borrowers to support 

repayment.  

Like any loan program, SELP is subject to market forces that impact the cost of capital. As SELP’s 

cost of capital rose relative to other lending programs such as private capital markets, the 

demand for SELP loans decreased for many projects. In 1980, the U.S. prime lending rate was 

21.50 percent. In 1980, the prime rate ended the year at 15.75 percent, and SELP originated 

loans at an average rate of 10.9 percent. From 2008 to 2015, prime rate was unchanged at 3.25 

percent; currently prime is 4.25 percent, and SELP originated loans in 2015 at an average rate of 

4.38 percent with half of the loan originations receiving an interest rate subsidy under the High 

Performance Schools Pilot program. Historically, bond-funded SELP loans were generally 
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cheaper than loans offered by private capital markets; however, this price differential reversed 

over time. While the current interest rate environment is becoming more favorable for SELP, 

SELP loans no longer represent “low-cost” funds, particularly for low-risk projects. 

Consequently SELP will likely experience limited loan portfolio growth unless the program’s 

tolerance for risk increases or there are material changes in commercial credit markets or the 

energy sector.     

 

2. SELP Financial Overview  

The following SELP balance sheet and income statement summary is drawn from the program’s 

audited fiscal year-end financial statements and reflects a decrease in net position year over 

year due to reclassifying $1.1 million in non-enterprise funds previously attributed to the SELP 

program to general agency funds. However, as of fiscal year-end 2016, program expense has 

been brought in-line with program revenue resulting in net income for the year. 

 Period Ending June 30, 2015 Period Ending June 30, 2016 

Program Assets   $        216,359,400   $             193,936,501  

Program Liabilities   $        224,825,154   $             203,229,730  

Net Position   $          (8,582,401)  $               (9,285,366) 

   

Program Revenue   $          23,127,483   $                  9,839,668  

Program Expense   $          24,020,012   $                  9,533,156  

Change in Net Position   $              (892,529)  $                     306,512  

     

The current cash balances held by the SELP program are sufficient to meet all program expense 

for the current biennia. However, SELP has a forecasted cash flow deficit and will require an 

estimated $4.9 million capital injection to meet required bond payments on April 1, 2021 as a 

consequence of writing off $30.7 million in earnings assets between 2007 and 2010 due to loan 

defaults. The forecasted cash flow deficit will persist through 2034, and the cumulative shortfall 

is currently estimated at $8.9 million over the life of the existing bond debt. The scope of the 

cash flow deficit is dynamic and is a function of anticipated loan repayment and program 

expense; consequently, the deficit forecast can and likely will change over time.     
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SELP Cash Balances as of June 30, 2017  

Small Scale Local Energy Loan Fund   $                          -    

Small Scale Local Energy Admin & Bond Sinking Fund   

     Principal & Interest Received   $    7,817,919.66  

     Extraordinary Expense   $        986,397.00  

     Borrower Revenue Loss Reserve   $    1,722,713.54  

     Bond Debt Service   $    6,659,364.78  

     Program Administration   $        287,917.72  

          Total   $  17,474,312.70  

 

3. Energy Loan Activity - January 1, 2015 to Current  

SELP issued two loans during the reporting period. The details of the loans are summarized 

below. 

Loan 
No 

Borrower Loan Amount Loan Date Borrower 
Type 

Project 
Location 

Project Type 

L00893 Milton-

Freewater 

School District  

 $      250,000.00  7/28/2015 K-12 School Milton-

Freewater 

Conservation  

L00894 Tempalli 

Pradeep 

 $        20,507.36  8/10/2015 Residential Happy 

Valley 

PV Generation  

 

Loan volume has been limited since 2015 as SELP stopped issuing new loans in December, 2015.  

The projects financed in 2015 were funded with program cash from the Small Scale Local 

Energy Project Loan Fund. SELP did not issue any bonds out of its budgeted $55 million in bond 

issuance authority for the 2015-17 biennium.      
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As noted above, in February 2017, ODOE worked with the Oregon Treasury Department to 

successfully refinance a portion of the SELP bond portfolio, reducing the program’s bond debt 

expense and concurrent sinking fund deficit by $2.9 million. Similar savings were also realized 

by borrowers whose loans were included in the refunding.    

 

4. Current SELP Program Activity  

During calendar year 2015, the SELP program experienced almost complete turnover in staff, 

including over 200 percent turnover in the accounting positions. Coupled with the forecasted 

cash deficit in the bond sinking fund, there was doubt within the department as to the 

continued viability of the program.  

To effectively evaluate the future of SELP, the department first brought on two temporary 

employees with extensive experience in state accounting and bonding to examine and stabilize 

program bookkeeping. At the same time, the department hired an outside party to develop a 

cash modeling tool that allows for accurate forecasting of the program’s cash flow in order to 

better manage the program’s forecasted deficit. By 2016, the department had fully staffed the 

accounting functions of SELP and by 2017 had reduced the cash flow deficit by several million 

dollars through diligent control over program expenses and the aforementioned refinancing 

effort, which yielded savings for both SELP and its public sector borrowers.  

The department similarly conducted an extensive review of the lending portion of SELP 

operations. In addition to an in-house of review of SELP underwriting, in 2016, ODOE hired a 

well-regarded commercial lender to conduct an independent evaluation of SELP credit policies 

and practices and to make recommendations for potential improvement. This lender reviewed 

program operations and loans and conducted interviews with staff and with SELPAC members 

before producing a series of recommendations for the agency.  

In the same vein, in 2016, the department hosted lending personnel from the Oregon Business 

Development Department as they conducted a review of the SELP loan portfolio at the 

direction of the Governor.  

The results of these two reviews indicated the department needed to update SELP program 

administrative rules to make provisions for additional underwriting rigor and place limits both 

on the size of loans originated by the program and the loan advance rates of certain types of 

collateral. The department elected to delay rulemaking on SELP in order to allow for the 

Legislature to set program direction stemming from a full agency review in June 2016 by the 

Joint Committee on Department of Energy Oversight. The work of the Joint Committee, 

completed in November 2016, produced no consensus recommendations on SELP, but 
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legislation informed by the Joint Oversite Committee, HB 3166, introduced during the 2017 

legislative session would have transferred the duties, functions, and powers related to SELP 

from ODOE to OBDD.   

The 2017 legislative session ended without HB 3166 passing, so SELP remains at ODOE. In 

anticipation of a presumptive transfer of the lending program from ODOE to OBDD, ODOE was 

not allocated bonding authority for the 2017-19 biennium related to the issuance of SELP loans. 

Consequently, the department does not anticipate making any SELP loans during the biennium. 

If directed, SELP does have the capacity to begin originating new loans if funding authority is 

addressed. However, the program currently operates with the smallest FTE sufficient to ensure 

continued loan portfolio management and compliance with required bond and accounting 

related functions, and most business development and agency related outreach involved in 

cultivating new loans has been curtailed.  

In the absence of new loan development, SELP staff are currently focused on working closely 

with existing borrowers to help ensure current loan repayments are managed appropriately. 

One recent example is the department’s outreach to the Owyhee Irrigation District, one of the 

first borrowers to receive SELP funding upon the program’s establishment. Owyhee Lake, which 

serves the district’s hydro generation projects financed by SELP, was under severe drought from 

2013 to 2016 which significantly impaired the district’s ability to repay its loans. The 

department is working with the district to recover back payment and to better align the 

expected loan payment with the district’s ability to pay, which is both seasonal and weather 

dependent. 

Further, SELP staff are working with SELPAC and other external stakeholders to examine 

whether the SELP program, as currently constructed, continues to provide value to Oregonians 

and advance the state’s energy agenda. With SELPAC’s guidance and other stakeholder input, 

ODOE hopes to develop thoughtful and realistic recommendations for legislative consideration 

on the program’s future that incorporate an understanding of current credit and energy sector 

markets in Oregon, emerging energy technology, state energy goals, and the state’s tolerance 

for financial risk.    
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FOR MORE INFORMATION 

 

 

The Oregon Department of Energy 

550 NE Capitol Street NE 

Salem, OR 97301 

503-378-4040 | 800-221-8035 

askenergy@oregon.gov 

www.oregon.gov/energy 
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