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Why GAO Did This Study

DOE'’s Loan Programs Office
administers the LGP for certain
renewable or innovative energy
projects and the ATVM loan program
for projects to produce more fuel-
efficient vehicles and components.
Both programs can expose the
government and taxpayers to
substantial financial risks if borrowers
default. These risks are considered in
calculating credit subsidy costs. Such
costs represent the estimated net long-
term cost of extending or guaranteeing
credit, in present value terms, over the
entire period the loans are outstanding
(not including administrative costs).
The law requires that the credit subsidy
costs of DOE loans and loan
guarantees be paid for by
appropriations, borrowers, or some
combination of both.

This testimony focuses on (1) the
status of DOE’s loan programs and (2)
the findings in GAO’s May 2014 report
on the extent to which DOE has
developed and adhered to loan
monitoring policies for its loan
programs. This statement is based on
a series of GAO reports from 2007
through 2014 that noted concerns
about DOE’s implementation of the
loan programs.

What GAO Recommends

In May 2014, GAO recommended that
DOE fully develop its loan monitoring
function by: evaluating loan monitoring
effectiveness, staffing key positions,
updating management and reporting
software, and completing policies and
procedures for loan monitoring. DOE
generally agreed with the
recommendations. GAO is making no
new recommendations in this
testimony.

View GAO-14-645T. For more information,
contact Frank Rusco at (202) 512-3841 or
ruscof@gao.gov.

DOE LOAN PROGRAMS

DOE Has Made More Than $30 Billion in Loans and
Guarantees and Needs to Fully Develop Its Loan
Monitoring Function

What GAO Found

The Department of Energy‘s (DOE) three loan programs have made more than
$30 billion in loans and loan guarantees for supporting certain renewable or
innovative energy technologies. For the Section 1703 Loan Guarantee Program
(LGP), begun in 2006, borrowers generally must pay credit subsidy costs for the
loans. In 2014, DOE guaranteed its first two loans under Section 1703 for a total
of $6.2 billion. For those two loan guarantees, DOE calculated credit subsidy
costs to be $0. The 1703 program has $28.7 billion in remaining loan guarantee
authority. In contrast, under Section 1705 of the LGP, which expired September
30, 2011, Congress appropriated funds to pay credit subsidy costs. DOE
guaranteed 31 section 1705 loans for $15.7 billion; and three of these loans have
defaulted. The Advanced Technology Vehicles Manufacturing (ATVM) loan
program, which was also given appropriations to pay credit subsidy costs, has
made 5 loans for $8.4 billion. The ATVM program has $16.6 billion of remaining
loan authority. Two of the five ATVM loans have defaulted. DOE has not made
an ATVM loan since March 2011 and, as of February 2014, it had one active
application. In April 2014, GAO reported that unless DOE can demonstrate a
demand for new ATVM loans and viable applications, Congress may wish to
consider rescinding all or part of the remaining $4.2 billion in credit subsidy
appropriations.

Status of DOE Loan Programs
Dollars in billions

Number of loan Loan

guarantees/ Number of guarantee/loan Remaining
Program loans made loans defaulted amounts at closing authority
LGP — Section 1703 2 0 $6.2 $28.7
LGP — Section 1705 31 3 $15.7 $0
ATVM loan program 5 2 $8.4 $16.6
Total 38 5 $30.3 $45.3

Source: GAO analysis of DOE data.

In May 2014, GAO reported that DOE had not fully developed or consistently
adhered to loan monitoring policies for its loan programs. In particular, DOE has
established policies for most loan monitoring activities, but policies for some of
these activities—for example, for evaluating and mitigating program-wide risk—
remain incomplete or outdated. Further, in some cases GAO examined, DOE
generally adhered to its loan monitoring policies but, in others, DOE adhered to
those policies inconsistently or not at all. For example, DOE did not adhere to its
policy requiring it to evaluate the effectiveness of its loan monitoring. DOE did
not consistently adhere to policies because the Loan Programs Office was still
developing its organizational structure, including its staffing, management and
reporting software, and procedures for implementing policies. As a consequence,
during a period of significant program events (2009 to 2013), such as 5 borrower
defaults, DOE was making loans and disbursing funds without a fully developed
loan monitoring function.

United States Government Accountability Office



http://www.gao.gov/products/GAO-14-645T�
http://www.gao.gov/products/GAO-14-645T�
mailto:ruscof@gao.gov�

	DOE LOAN PROGRAMS
	DOE Has Made More Than $30 Billion in Loans and Guarantees and Needs to Fully Develop Its Loan Monitoring Function
	Why GAO Did This Study
	What GAO Recommends
	What GAO Found


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 220

  /ColorImageMinResolutionPolicy /Warning

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 220

  /GrayImageMinResolutionPolicy /Warning

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 900

  /MonoImageMinResolutionPolicy /Warning

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



