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CONGRESSIONAL BUDGET OFFICE 

Borrowers “may turn down a guarantee if they 

believe DOE’s fee is too high but go forward if 

they consider [it] too low. This also makes it more 

likely that DOE’s loan guarantee portfolio will 

have more projects where the subsidy fee has 

been underestimated than overestimated.” 



CONGRESSIONAL BUDGET OFFICE 

“Having a federal loan guarantee would lower the 

cost of capital and improve a project’s viability if 

the credit risk is shifted to the federal 

government. However, requiring the borrower to 

pay the subsidy fee shifts most of that risk and 

cost back to the project, leaving its 

creditworthiness largely unchanged. Because 

such projects are either uneconomic or 

marginally so without the guarantee, there is a 

practical limit to how large the subsidy fee can be 

without jeopardizing the project’s financial 

prospects.  



CONGRESSIONAL BUDGET OFFICE 

In addition, prospective borrowers will have 

imperfect information about the risk associated 

with their proposals and may turn down a 

guarantee if they believe DOE’s fee is too high 

but go forward if they consider to low. This also 

makes it more likely that DOE’s loan guarantee 

portfolio will have more projects where the 

subsidy fee has been underestimated than 

overestimated.” 



REPRESENTATIVE MIKE SIMPSON (ID-2) 

IN E&E NEWS MARCH 28, 2012 

"Did I put undue influence on the 

administration?" he asked. "Maybe." 


