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Section 1705 of the Recovery Act

* Section 1705 $6 billion of program authorization can support in excess
of $50 to $60 billion of eligible projects. No credit subsidy charges will
be paid by the borrowers, although there are application fees

* A (so far) temporary program, under ARRA, for the rapid deployment of
renewable energy and electric power transmission projects.

* Supports commercial applications of renewable energy systems that
produce power or heat (and the manufacture of components), electric
power transmission systems and leading edge biofuel projects.

* A comprehensive plan for the program is under way: “Designated
Lending Authority” is at the heart of that plan.
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Program Objectives

Objectives:

* Ensure program guidelines and solicitation documents facilitate the
swift implementation of an effective, prudent loan program with the
widest possible potential coverage;

* Ensure close coordination between each Development Finance
Organization (DFO) acting as a "lender-applicant™ using delegated
lending or guarantee authority and DOE's Loan Guaranty Program
Office (LGPO) to ensure that appropriate and creditworthy projects
are submitted for final approval

* Provide avenues for less experienced DFOs to nonetheless assist in
bringing qualifying projects to DOE
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Program Guidelines

* No minimum size; no maximum size but over $100 million requires additional
technical/underwriting assistance

* Up to 80% of senior loan amount may be guaranteed
* Minimum 20% equity requirement
* Shovel-ready; i.e. project must commence construction by 9/30/11

* Projects must receive NEPA authorization

v'NB: This requirements make projects that can get either a Categorical
Exemption from NEPA or need only a Environmental Assessment more
attractive candidates for a guarantee than those requiring a full, de novo
EIS

* Projects must comply with Davis-Bacon requirements
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Program Guidelines — continued

e “Skin in the game” requirement

= DFOs must invest at least 5% of total project costs of each transaction in
which it acts as the lender-applicant

= This risk-sharing investment can take the form of:

v Loans

v Guarantees

v Equity Investment

v Conduit lending is not sufficient except under certain circumstances

* Responding DFOs seeking to be lender-applicants can be consortia
of public and/or non-profit entities with a mix of technical
capabilities, experience, and risk-capital sources

November 13, 2009



Program Guidelines — continued

* Financing Options
= DOE- guaranteed portion may be funded by issuance of Federally
guaranteed taxable bonds —

v May require an SPV structure with issuance of Series A
(quaranteed) and Series B (non-guaranteed) securities

v' Some efforts to exempt guaranteed bonds from tax-exempt issuance
prohibition
= DOE-Guaranteed portion may also be funded directly by Federal
Financing Bank facilitated by DOE LGPO (at like-maturity
Treasury-bond yields plus 25 bps)
= Non-guaranteed portion
v May be taxable or tax-exempt depending on tax status of obligor
v May be supported by DFO guarantee

v May utilize other ARRA-created bond structures and tax-oriented
initiatives
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Program Status

* Request for Information (RFI) was released 15 days ago

* RFI format is being used to provide a less formal, but nonetheless
complete statement of credentials from DFOs

* seeks a full description of experience and resources of DFOs seeking
to become 'lender-applicants'

* 75-day response period, but responses will be reviewed as submitted

* At conclusion of review process, DFOs will be given feed-back on
their potential capacity to serve as 'lender applicants'

* Upon notification of status, DFOs may underwrite and submit
eligible projects to DOE for final review and approval, pursuant to
the procedures and guidelines outlined in the Financial Institutions
Partnership Program (FIPP) solicitation published in late October

* Complete information on FIPP process can be found at
www.lgprogram.energy.gov/
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FIPP Process

* Transactions solicited via the FIPP solicitation for 1705 eligible
projects reviewed and recommended by DFOs (as well as other
financial institutions) acting as lender-applicants

= DFOs will perform substantial technical and credit underwriting pursuant to DOE
guidelines for review of alternative energy projects

= Projects will be informally reviewed at an early stage by DOE, for:
v' Creditworthiness
v Technical eligibility
v" NEPA status

= Upon approval by DFO, project will be submitted to DOE for final review. DOE
will review the underwriting of the DFO.

= Final formal approval by Credit Review Board of DOE, a high level committee of
senior department officials.
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Next Steps

* Following the first round of evaluations, DOE will launch a
significant effort to expand the program

= Qutreach — continue advising the universe of DFOs of the program's potential and
its early successes

= Education — to inform DFOs of the program's requirements and standards
= Training and Technical Assistance — one-on-one effort to upgrade DFO
capabilities to act as project preparation facilitators and/or lender-applicants in

subsequent rounds of program solicitation

= Performance Monitoring — ongoing effort to track program performance to
identify program strengths and weaknesses to support fine-tuning efforts
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Conclusions

* The Loan Guarantee Program is the largest clean energy financing
Initiative undertaken by DOE and will provide an enormous amount
of funding for eligible alternative energy projects. NB: There are no
geographic or sectoral distribution formulae for the Section 1705
FIPP program

* The lender-applicant approach, while modeled on similar guarantee
programs employing risk sharing partnerships at OPIC, Ex-Im Bank
and SBA, will be the largest of its kind and the first to draw on the
expertise and resources of DFOs, creating an important new channel
for funding alternative energy

* House and Senate Energy bills both contain provisions for extending
the LGP on an autonomous basis in the "Green Bank" or Clean
Energy Deployment Administration ("CEDA") and to provide
additional credit subsidy

e Stay tuned...
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