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Eugene Water and Electric Board Home Weatherization Programs to Continue Despite Budget Cuts to the Bonneville Power Administration Conservation Budget
Eugene, Ore—Over the next three years, Bonneville Power Administration (BPA) budget cuts will significantly reduce regionwide funding for conservation programs. However, Eugene Water and Electric Board (EWEB) home weatherization programs will not be affected by BPA cuts because of conservation bonds approved by Eugene voters in 2007.

BPA estimates that capital investments for conservation will be cut by 20 percent in 2010, 40 percent in 2011, and 55 percent in 2012. BPA will reduce its budget to avoid a major rate increase in 2010. 

EWEB’s sale of conservation bonds will allow Eugene customers to continue to participate in a variety of energy efficient programs. The sale of conservation bonds assures low cost weatherization benefits to an additional 9,000 EWEB customers, with an estimated savings of 41 million kilowatt hours (kWh) per year over a three-year period. 

The bonds are unconditionally guaranteed by BPA and have no effect on taxes in the city of Eugene. EWEB General Manager Randy Berggren notes that bond sale is unique because conservation has never been financed through tax exempt bonds, with the total cost of retiring the bonds paid by BPA. 

Berggren states the bond-financing project was implemented “because EWEB had been looking for ways to continue to meet the demonstrated customer need for residential weatherization.” The venture, known as The Conservation Project, involves the sale of $17 million in electric revenue bonds to provide financial assistance to customers with electrically heated homes to install insulation and other weatherization methods in their homes.

EWEB’s Tradition of Weatherization Continues
The Eugene Water and Electric Board, is a municipal utility founded in 1911, strives to achieve the development of renewable resources. Beginning with the utility’s Energy Conservation Center in 1977, EWEB has been actively working with its customers to conserve energy for 32 years. Since 1981, EWEB has provided a residential weatherization program that includes home energy analyses, financing for installation of cost-effective measures, and inspection of installed services.

Prior to January 1, 2009, EWEB has had 38,071 requests for energy analyses and have completed 35,900 analyses. About 21,880 of the 35,900 customers have weatherized their homes and received financing through January 2009.

In June 2008, BPA announced that it would have to cut weatherization funding under its “Buy Back” program to Northwest utilities, including EWEB. If EWEB wanted to maintain the program with BPA funding, the utility would have been required to sign a new contract before October 1, 2008 providing financial support for less than four percent of the homes in the utility’s service area.

At the same time, BPA was looking for new ways to fund weatherization programs because its conservation budget had varied greatly from one year to the next. Available funds were not always distributed equally among the region’s utilities. As a result, “BPA’s performance as a reliable source of conservation subsidies had been uneven, which made it difficult for utilities to plan long-term weatherization programs,” states Eugene Water and Electric Board’s Conservation Manager John Mitchell.

Sale of Bonds Serves as a Source of Financing for EWEB’s Weatherization Program Despite Delays
Eugene voters approved the sale of conservation bonds in September 2007 to address impending budget cuts. However, the sale of the bonds was delayed numerous times in order to gain approval from the U.S. Treasury and the Internal Revenue Service (IRS).

The bonds would function as a source of financing for EWEB’s home weatherization programs. BPA would then repay the bonds, which satisfies its Congressional mandate to encourage conservation while minimizing its debt repayment. 

EWEB and BPA pursued the conservation bond financing for the following reasons: conservation is less expensive economically and environmentally than other new resources, thus keeping down the cost of the Northwest electric system; conservation could be implemented sooner than other resources and could be increased as the demand for electricity grew; and conservation helps customers lower their electric consumption and fight rising electric bills. 

However, in November 2007, Congress implemented legislation that limited the use of private-purpose, tax-exempt bonds, delaying the sale of EWEB’s conservation bonds until an amendment that gave BPA the power to guarantee payment of tax-exempt bonds was approved. At the same time, Treasury Department officials did not fully support the conservation bond proposal, stating that the conservation bonds would use tax-exempt credit for a private purpose.

EWEB officials countered that if a utility’s bond-financed program to weatherize private homes is a private use of credit, then a school district’s bond issue to construct a new school is in the same category. Fortunately, at the request of Oregon’s Senator Ron Wyden, the Treasury Department reassessed its position in February 2008. The IRS approved the tax-exempt status of the bonds in August 2008.

 “BPA will pay the costs (of the bonds), but using EWEB’s good credit rating will save an estimated $1.8 million,” says Mitchell.

The savings comes as a result of EWEB selling the weatherization bonds at a lower interest rate than BPA would have paid on equal borrowings from the U.S. Treasury. The savings will be used for additional conservation programs.  

The Conservation Plan began in August 2009. Mitchell notes that, “The bonds are the first and largest of its kind ever issued for conservation in the United States.” 


EWEB Bonds Seen as Harbinger for Other Northwest Utilities Experiencing Financial Problems

Ultimately, EWEB’s conservation bond project makes it possible for other Northwest utilities with similar financial problems to pursue long-term weatherization programs. Customers in other parts of the Northwest may be able to have their homes weatherized, while keeping electric bills low. As long as individual utilities have good credit ratings, their conservation bonds should be supported by BPA.


With other utilities in the Northwest area facing similar federal cutbacks, the conservation bond project that EWEB and BPA have developed may also lead to a solution to budgeting problems.  
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