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Key Facts about Clean Energy Loan Guarantees 
 
 The energy loan guarantee program was created by Title XVII of the 2005 

Energy Policy Act.  The purpose: To support private sector investment in 
clean energy technologies, including new nuclear power plants. 
 

 Approximately $1.5 – 2.0 trillion in new investment will be required by 2030 
for new generating capacity, new transmission and distribution, efficiency 
programs, and environmental controls on operating plants.  This is larger 
than the book value of the entire U.S. electricity supply system and does 
not include the potential costs of controls on carbon. Meeting these 
investment needs will require a partnership between the private sector and 
the public sector, combining all the financing capabilities and tools available 
to the private sector, the federal government and state governments. 

 
 Loan guarantees are widely and successfully used by the federal 

government to ensure investment in critical infrastructure.  The federal 
government uses loan guarantees to enable investment in critical national 
needs, including shipbuilding, transportation infrastructure, exports of U.S. 
goods and services, affordable housing, and many other purposes.  The 
federal government manages a successful loan guarantee portfolio of $1.2 
trillion. 

 
 In a well-managed loan guarantee program, taxpayers are protected by a 

disciplined process to evaluate projects, and to identify creditworthy 
projects that qualify for federal government support.  At the Department of 
Energy, for example, expert outside financial, technical and legal advisors 
(whose fees and expenses are paid by the companies developing the 
projects) assist in due diligence, underwriting, negotiation, documentation, 
and monitoring of nuclear power projects. 

 
 Electricity consumers and American workers and manufacturers are the 

major beneficiaries of a loan guarantee program for new nuclear plants: 
 

— Consumers of electricity benefit because the loan guarantee allows 
lower-cost financing, so the nuclear plant delivers lower-cost electricity 

— American workers benefit because construction of a new nuclear power 
plant means 1,400 – 1,800 jobs during construction on average (with 
peak employment as high as 2,400 jobs) and 400-700 permanent jobs 
when the plant is operating. 

— American manufacturers will benefit from the loan guarantee program, 
because construction of new nuclear plants will create demand for 
commodities like concrete and steel and thousands of components, large 
and small. 
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Why new nuclear power plants need loan 
guarantees 
 
Loan guarantees offset the risks facing the first nuclear plants built in 
the United States in decades. 
 
 The cost of a new nuclear plant is high compared to the size and financing 

capability of the typical U.S. electric company.  The loan guarantee 
program offsets this disparity in scale. 
 

— The U.S. electric power sector consists of many relatively small 
companies.  The largest U.S. electric company has a market value of 
approximately $33 billion; most are much smaller. This compares with 
major oil companies like ExxonMobil and Chevron (market values of 
approximately $400 billion and $230 billion, respectively). 

 
— New nuclear power plants are large facilities and are expected to cost $6-

8 billion each (2008 dollars). Although $6-8 billion projects are not 
unique in the energy business, such projects are typically built by the 
major oil companies.  The relatively small U.S. electric power companies 
do not have the financing capability or financial strength to finance new 
nuclear power projects on their own. 

 
 Investors believe new nuclear plants face political and regulatory risks.  

The loan guarantee program offsets these risks. 
 

— The capital markets remember the experience during construction of 
today’s operating plants – longer-than-expected construction times and 
cost overruns caused partly by the licensing process and litigation. 

 
— The capital markets are concerned that new nuclear plants could face 

similar political and regulatory risks. Although the risk may be low, the 
potential consequences of licensing delays (given the cost of new nuclear 
plants) are high. Although the federal government has created a more 
efficient and predictable licensing process, which should reduce licensing 
risk, investors remain concerned given the high cost and long 
development times for nuclear power plants. 

 
— Since this licensing risk is a function of the federal government’s 

regulatory process, only the federal government – through the loan 
guarantee program – can offset that risk. 
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A federal loan guarantee program is essential to 
ensure adequate investment in America’s electric 
power system 

 
 America’s electric power industry faces a formidable and unprecedented 

investment challenge. Approximately $1.5 – 2.0 trillion in new investment 
will be required by 2030 for new generating capacity, new transmission 
and distribution, efficiency programs, and environmental controls on 
operating plants.  This is larger than the book value of the entire U.S. 
electricity supply system and does not include the potential costs of 
controls on carbon. 
 

 The United States must make this investment in order to preserve reliable 
electricity supply at lowest possible cost, and to achieve its environmental 
goals. 
 

 Addressing this challenge will require innovative approaches to financing. 
Meeting these investment needs will require a partnership between the 
private sector and the public sector, combining all the financing capabilities 
and tools available to the private sector, the federal government and state 
governments. 
 

 State governments are doing their part. Many of the states where new 
nuclear plants are planned – including Florida, Virginia, Texas, Louisiana, 
Mississippi, North Carolina and South Carolina – have passed legislation or 
implemented new regulations to encourage construction of new nuclear 
power plants by providing financing support and/or assurance of 
investment recovery. 
 

 By itself, this state support is not sufficient.  The federal government must 
also provide financing support for deployment of clean energy technologies 
in the numbers necessary to address growing U.S. electricity needs and 
reduce carbon emissions.  The clean energy loan guarantee program 
authorized by the Energy Policy Act of 2005 is equally important. 
 

 Although tax stimulus – either in the form of tax credits or more favorable 
depreciation terms – can play an important role in encouraging 
investment, loan guarantees are a very efficient way to mobilize private 
capital.  Tax benefits have a direct, dollar-for-dollar impact on the federal 
budget.  Even if the credit subsidy cost associated with a loan guarantee is 
appropriated, loan guarantees provide substantial leverage.  Tens of 
millions of dollars in appropriations to support a loan guarantee program 
can leverage tens of billions of dollars in private sector investment. 
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Who will benefit if the Department of Energy 
provides loan guarantees to new nuclear power 
projects? 

 
Electricity consumers and American workers and manufacturers are the 
major beneficiaries of a loan guarantee program for new nuclear 
plants. 
 
 Residential, commercial and industrial users of electricity will benefit from 

loan guarantees because the cost of electricity will be lower.  The loan 
guarantee allows lower-cost financing, so the nuclear plant delivers lower- 
cost electricity. 
 

 American workers and manufacturers will benefit from the loan guarantee 
program.  Without a workable loan guarantee program, new nuclear power 
plants will not be built. Each new nuclear power plant represents: 
 

— 1,400-1,800 jobs during construction on average (with peak employment 
as high as 2,400 jobs at certain times). 

— 400-700 permanent jobs when the plant is operating: These jobs pay 
36% more than average salaries in the local area. 

— 400-700 additional jobs in the local area to provide the goods and 
services necessary to support the nuclear plant workforce (e.g., car 
dealers, dry cleaners, food service). 

 
 American manufacturers will benefit from the loan guarantee program, 

because construction of new nuclear plants will create demand for 
commodities like concrete and steel and hundreds of components, large 
and small.  For example, a single new nuclear power plant requires 
approximately: 

— 400,000 cubic yards of concrete—five times as much concrete as in the 
foundation and floor slabs of the 100-story Sears Tower in Chicago 

— 66,000 tons of steel 

— 44 miles of piping and 300 miles of electric wiring 

— 130,000 electrical components. 
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Loan guarantees are widely and successfully used 
by the federal government to ensure investment in 
critical infrastructure 
 
 The federal government uses loan guarantees widely to ensure investment 

in critical national needs, including shipbuilding, transportation 
infrastructure, exports of U.S. goods and services, affordable housing, and 
many other purposes.  The federal government manages a loan guarantee 
portfolio of $1.2 trillion. 
 

 Supporting investment in critical energy infrastructure (including new 
nuclear power plants) is a national imperative, and there is no reason that 
the energy loan guarantee program cannot be as successful as the Export- 
Import Bank and other federal loan guarantee programs. 
 

 Loan guarantee programs produce major benefits. Some recent examples: 

— The Export-Import Bank long-term loan guarantee program achieves $23 
of export value for every $1 in appropriations costs, and for all credit 
programs the Bank achieves an average of $18 of value per $1 in costs. 

— The Maritime Administration loan guarantee program achieved over $17 
of shipyard activity for every $1 of budget subsidy costs in three of the 
past four years. 

— The Air Transportation Stabilization Board approved $1.6 billion in loan 
guarantees for the airlines following 9/11, recorded a single default of 
$20 million, and generated net revenues of about $300 million. 

 
 Loan guarantees are used to correct market imperfections.  The Office of 

Management and Budget has identified four causes of market 
imperfections that justify use of loan guarantees: (1) inadequate 
information, (2) limited ability to secure resources, (3) imperfect 
competition and (4) externalities. 
 
New nuclear plants qualify under the first and fourth conditions: 
Inadequate information (investors cannot measure and price the 
political/regulatory risk), and externalities (the size of nuclear plants 
relative to the size of the companies that will build them). 
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What Are the Major Differences Between 
Renewable Energy Loan Guarantees and Nuclear 
Energy Loan Guarantees? 

 
 

Nuclear Energy Loan Guarantees 
 

Renewable Energy Loan Guarantees 
 

“Skin in the game”: Nuclear energy 
companies receiving a loan guarantee pay 
the credit subsidy cost – the fee that 
covers the risk to the government of 
providing the loan guarantee. 

 

“No skin in the game”: Renewable energy 
companies receiving loan guarantees do 
not pay the credit subsidy cost. The credit 
subsidy cost is paid by taxpayers through 
appropriations. 

 

Loan Guarantee for Vogtle Nuclear 
Power Project 

 

Loan Guarantee for Solyndra Solar 
Facility 

 

The Vogtle project is being developed by 
Georgia Power Co., which has been in 
business for 100 years supplying electricity 
to the citizens of Georgia. 

 

The Solyndra project was a start-up, with 
no significant corporate track record. 

 

The Vogtle project uses proven light water 
reactor technology, which incorporates 
innovative features to provide even higher 
levels of safety than America’s 104 
operating nuclear plants. 

 

Solyndra was manufacturing unproven, 
experimental technology. 

 

The Vogtle project is a “full recourse” 
corporate financing. In simple terms, 
Georgia Power has pledged its $26 billion 
in assets to ensure repayment of the 
guaranteed loan. 

 

The Solyndra transaction was a “non- 
recourse” project financing. In simple 
terms, if the project failed (as it has), the 
Department of Energy has no recourse to 
any assets beyond the manufacturing 

facility itself. 
 

Georgia Power is a profitable enterprise, 
with net income exceeding $900 million in 
each of the past three years. 

 

Solyndra was not profitable. 

 

Georgia Power is a regulated, fully 
integrated electric utility. Because it is 
regulated, it has reasonable assurance that 
it will recover its costs through rates. This 
results in stable cash flow. In addition, 

under state law, Georgia Power can recover 
its financing costs during construction of 
the Vogtle project. This relieves stress on 
cash flow during construction. 

 

Solyndra had no such assurance of steady, 
predictable cash flow. 

 

Georgia Power Co. and Southern Co. (its 
parent) are both A-rated, investment-grade 

companies. 

 

Even before its bankruptcy, Solyndra was 
not considered investment-grade. Fitch 
Ratings assigned the company a B+ credit 
rating in 2008, before it received the DOE 
loan guarantee. 

 


