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Department of Energy
Washington, DC 20585

APR 02 2009

MemMorANDUM FOR [

FROM:

DIRECTOR, LOAN GUARANTEE PROGRAM

LACHLAN W. SEWARD
CHAIRMAN, LOAN GUARANTEE PROGRAM CREDIT
COMMITTEE

SUBJECT: Review of the Solyndra Fab 2 Credit Paper for $535 million in Title XVII Loan
Guarantees

1.

On March 12, 2009, the Loan Guarantee Program (LGPO) Credit Committee
convened to consider the credit for a $535 million thin film solar panel
manufacturing project in Fremont, California.

After hearing the presentation from the origination team, the credit policy office,
and reviewing the credit paper, the LGPO Credit committee unanimously
approved the project with several follow-up concemns:

a. The consulting engineer's report indicated that there may be problems with
several manufacturing processes ramping up to full production. We know this
has been a problem for Fab 1. We believe this issue needs to be addressed and |
carefully monitored during the development of this project,

b. Additional analysis is needed to track market revenue information to per
unit revenues and costs; and,

c. Responses to the 11 questions raised by the Credit Policy Office need to be
addressed.

Enclosure:  March 12, 2009, Credit Committee Approval Sheet

CC:

@ Printed with soy ink on recycled pnper



CREDIT COMMITTEE CONCURRENCE
TITLE XVII LOAN GUARANTEE PRO GRAM
MARCH 12, 2009

Project;Name: Solyndra Fab 2, LLC
ProjectType: Solar Power ~ Photovoltaic Power Panels
Loan Number: 1013 (FY 06 Solicitation)

Loan Amount: $535,000,000
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CHAIRMAN OF THE CREDIT COMMITTEE

APPROVAL SHEET
TITLE XVII LOAN GUARANTEE PROGRAM
MARCH 12, 2009
Project Name: Solyndra Fab 2, LLC
Project:Type: Solar Power — Photovoltaic Power Panels
Loan Number: 1013 (FY 06 Solicitation)
Loan Amount: $535,000,000

A

Approved

: §< . Approved subject to the following:

)Kk&“ LePo |& ML‘) -y QVL‘\MM‘S

. o~ Dl eq

A =
@km%ww o

Returned to LGPO Origination

Disapproved

H

I -

Chairman, Credit Committee ‘ * Date




l.

2.
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7.

- Questions/Issues for Clarification and Resolution
Solyndra

The Origination Unit indicated that there is a separate form of parent guarantee
agreement to be developed. Please identify where in the term sheet this is
discussed.

The Origination Unit indicated that there will be a condition precedent related to
the achievement of certain milestones in the FAB | ramp. Is this contemplated in
the term sheet? If so, please identify where.

Please obtain and provide the applicant’s tax analysis (PWC study) justifying the
utilization of a 25% marginal income tax rate. The Credit Committee understands
that debt service payments from Solyndra Fab 2, LLC will be made on a pre-tax
basis, but recognizes that the tax liability incurred by the parent could impair the
parent company’s ability to meet its commitments.

Please instruct RW Beck to include an analysis of competitors in the market
study. The report introduction states that such an analysis will follow but very
little competitor information is provided. Such an analysis should include
benchmarks related to cost structures, working capital assumptions, and other
areas that will affect industry pricing.

Please verify that the Origination Unit has reviewed the land purchase option
agreement and confirm that the land will be purchased immediately following
closing. Further, please explain why the tetm sheet contemplates the land being
contributed as equity to the project as opposed to the land being treated as an
eligible project cost?

Please explain why the project financial model does not incur property tax
expenses until Q1 2010.

Is the base case financial model as presented in the Credit Paper the “lender case”
as required by the LGPO’s procedures? If so, please identify adjustments made to
the Applicant’s financial assumptions, if any.

Please provide the Origination Unit’s analysis of the parent company’s financials
and comment on the lack of alignment between the parent company financials and
those of Solyndra Fab 2, LLC. In particular, we note that the working capital
assumptions (inventory, receivables, payables) do not align, gross margins differ
between the companies, and the parent financial model does not include any
provision for income taxes.

Please provide the specific schedule for the Fab 1 facility’s achievement for
commercial operations (i.e., 70 MW).



10. Please confirm that construction costs will not be affected by Bacon Davis wages
and/or that additional construction costs will not be funded by the $30 million
construction cost overrun commitment.

11. Item 27(g) on page 15 of the Term Sheet indicates that a condition precedent to
closing is “satisfactory evidence that( i) the borrower has received, or will have,
the amount of base equity required for the term of the guaranteed loan”. Please
describe what the words “or will have” mean in this context.



--Final — Approved at the April 28, 2009 CRB--
Minutes of the Meeting of the
Department of Energy Credit Review Board
March 17, 2009

The nineteenth meeting of the Department of Energy’s Credit Review Board (“CRB” or

3

“Board”) was held on March 17, 2009, in the Conference Room of the Deputy Secretary of

Energy.

The following people, comprising a quorum of CRB members, were present at the meeting:

Credit Review Board Members:

hief of Staff to the Secretary of Energy
B Scnior Advisor to the Secretary for Recovery Activities
I Chicf Financial Officer

I General Counsel (Acting)

Additional Attendees:

I Fxccutive Secretary of the Credit Review Board and Director, Loan
Guarantee Program Office (LGPO)

I De<puty Chief Financial Officer

I Dirctor, Auto Loan Program
I A ssistant General Counsel for Fossil Energy and Energy Efficiency

-Attomey Advisor, Office of General Counsel
Director, Office of Budget

S cnior Investment Officer, LGPO

Senior Investment Officer, LGPO

Senior Investment Officer, LGPO

irector, NEPA Division, LGPO
Documents Manager, NEPA Division, LGPO
B Tcchnical Advisor, LGPO

D r<ctor for Credit Policy (Acting), LGPO
I Di:cctor for External Affairs, LGPO
I Program Analyst, LGPO

I D<puty Director, Public Affairs

B Public Affairs

B A dministrative Assistant, LGPO

-alled the meeting to order at 11:05 am on March 17, 2009.

Old Business

The first order of business was a motion to approve the minutes of the last meeting on January

15,2009. The CRB approved the minutes.



New Business

_stated that the primary purpose of the meeting was to seek the approval of the Credit
Review Board to offer a conditional commitment for a loan guarantee to the Solyndra Fab 2,
LLC (Solyndra) project. _expressed that the information to be discussed was business
confidential and should not be discussed or disclosed outside the Department.

_then stated that the LGPO was recommending to the Board to offer a $535 million
loan guarantee for Solyndra, Inc. to support the company’s construction of a commercial-scale
manufacturing plant for its proprietary cylindrical solar photovoltaic panels.

I - occcded by providing a summary of the actions taken to date precedent to
recommending this project. || lfstated that the project was presented to the Credit
Committee on Thursday March 12, 2009. The Credit Committee approved the project for
recommendation to the Board. further stated that the LGPO met with OMB on Friday
March 13, 2009 to review the project which is consistent with the normal operating procedures.
In addition, LGPO staff met with representatives from the Federal Financing Bank (FFB) of the
U.8. Treasury on March 16, 2009 and provided them an overview of the project.

It <1 provided a summary of the project in which he indicated that Solyndta had
submitted their completed application pursuant to the 2006 Mixed Solicitation (DE-PS01-
06L.G00001). This solicitation was issued in August 2006 for pre-applications only. In October
2007, the Department selected 16 projects including Solyndra deemed financially and technically
qualified from 143 pre-applicants and jnvited those 16 to submit full applications in accordance
with the Final Rule. By the completed application submission deadline of November 19, 2008,
the LGP received 11 applications out of the 16 that were invited to apply.

_ stated that the LGPO is confident that the loan will be repaid and recommended that
the conditional commitment be approved. [INIIIlllMlthen discussed the specifics of the term
sheet that the LGPO and Solyndra had agreed upon, highlighting that this was a true project non-
recourse financing in which an independent waterfall trustee account would be established. The
LGPO had determined.through its independent consultants that the project was technically
viable, had a suitable marketplace and could produce the products in a scaled manner.

-requested_ the acting Director of Credit Policy, to present the findings of
the Credit Policy group. I stated that Credit Policy conducted an independent review
of the project and determined the project fits well within the overall objectives of the Title XVII
Loan Guarantee Program. [JJJJNElllprovided the Board with a general overview of the project
and discussed the specifics of the proposed terms and conditions. halso discussed the
assessmient provided by the credit rating agency and the key strengths, weaknesses and concerns
the rating agency cited. Finally, ﬂmentioned that she was working with the LGPO
Origination Team to resolve some outstanding questions with respect to due diligence
clarification issues none of which impacted the decision of the Board.

I cquested I of the NEPA comiliance division to provide an

overview of the environmental aspects of the project. began by stating the project



warranted an Environmental Assessment (EA) versus an Environmental Impact Statement (EIS).
She further explained that the City of Fremont had completed its review under the California
Environmental Quality Act (CEQA) with a Mitigated Negative Declaration (no significant
adverse environmental effect due to implementation of agreed upon mitigation measures). The
draft EA was approved in February 2009 and was sent to the California State Clearinghouse for
public comment. The public comment period ended on March 16, 2009.and no comments were
received. As aresult, the LGPO NEPA compliance division submitted a Finding of No
Significant Impact (FONSI) to the Office of General Counsel for approval.

finished by stating that once the FONSI is signed and issued with the Final EA, the NEPA
process will be complete.

-opened up the discussion for questions from the Board. [JJifinquired about what
was being guaranteed and what is the recourse. | lJLGPO Senior Investment Officer,
responded by providing specific information on the parent company, cost overruns and
contingencies. [JINIllllthen questioned whether if the project had robust competition to which
I 1.GPO Senior Investment Officer, stated that in the short term it is not an issue
because competitors will have to ramp up over time with Solyndra well ahead of any near term
competitor ramp up. [l LGPO Senior Investment Officer, elaborated that during the due
diligence process the LGPO determined that the project could withstand significant stresses and
demonstrates that it can repay the loan.

hen inquired about the status of the existing contracts the project had in place to
which [ li-esponded that there were no significant issues to report. [ then
inquired about what protection the Department has to ensure repayment and ensure government
funds are not misused. replied that the LGPO has established several safeguard
measures in the terms and conditions that requires quarterly budget reviews as well as the
creation of accounts to control the flow of funds. Hprovided additional conditions
that are in place to protect thé interests of taxpayers.

B 1o inquired about whether the loan guarantee for Solyndra could be provided
appropriated subsidy under Section 1705 of the Recovery Act. | IEBMlllsponded by saying
in order to qualify, the project must comply with all of the requirements under Section 1705 such
as technology, Davis-Bacon Wage requirements and commencement of construction by
September 30, 2011. I inquired if the project was prepared to meet the requirements
of the Recovery Act and [Illllresponded that the project has committed to meet the
requirements and will document them accordingly by financial close of the loan.

B cstioned whether there were any other conditions that needed to be met. -

I :<sponded by stating the conditional commitment will require Solyndra to meet an equity
commitment as well as other conditions prior to closing. *mentioned that the

Secretary may withdraw at any time for any reason, without cause, from this agreement.

anked the LGPO team for the Solyndra briefing and inquired if there were any
additional questions to which there where none. Il then made a motion for the
Board to approve the LGPO’s recommendation to offer a $535 million loan guarantee for
Solyndra, Inc. The Board concurred and approved the conditional commitment.



. I .. mentioned that this was a significant step for the Department and that the
C announcement must be held confidential until the Office of Public Affairs has developed a
coordinated communications plan.

I concluded by thanking the LGPO staff for their efforts and stressed how
important this program was to reinvigorate the economy. A round of applause then ensued in
appreciation for the team’s efforts.

The Chairman adjourned the meeting at 12:10 p.m.
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Solyndra Fab 2, LLC

" Credit Committee Recommendation

From: Chairman Loan Guaraﬁtee Credit Committee - '

To:  Director Loan Guarantee Program Office
Subject: Credit Committee Recommendation re: Solyndra Fab 2 LLC, solar
photovoltaic power panel project for a loan guarantee of §.535,000,000.

On January 9, 2009, the Credit Committee convened to consider the referenced project
for a loan guarantee of $535,000,000 under Title XVII of the Energy Policy Act of 2006.
On January 9, 2009, following a présentation to the Credit Committee and further ’
deliberations among its members, the committee reached the following conclusions:

e The apparent haste in recommending the project meant that certain LGPO
credit procedures were not adhered to. Of particular concern were the
receipt of the Final Credit Committee Paper and Credit Committee
policies and procedures without the requisite advanced notice.

» While the project appears to have merit, there are several areas where the
information presented did not thoroughly support a finding that the project
is ready to be approved at this time; < &

1. There is presently not an‘independent market study addressing
long term prospects for this specific company beyond the sales
agreement already in place. Since the independent credit
assessment raised the issie of obsolescence in marketing this
project it is important to have an independent analysis of that issue

" as well as the current state of the competitive market.

2. While the sales agreement is said to have been analyzed by the
outside legal advisor assigned to this case, the committee did not
have access to this document.

3. There are questions regarding the nature and the strength of the
parent guarantee for the completion of the project.

4, While it is encouraging to see the apparent progress in the
development of the product at the Fab 1 facility, there is concern
regarding the scale-up of production assumed in the plan for Fab 2.

The Credit Committee is appreciative of the hard work done by the origination staff, but
believes that the number of issues unresolved makes a recommendation for approval

- premature at this time. Therefore, the committee, without prejudice, remands the project

to the LGPO for further development of information addressing the issues outlined
above.
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From:
Yo
Ce:
Subject: Fw: ACTIONS: Loan Program
Date: Thursday, February 12, 2009 8:11:50 AM

Fyl

From:

To:

Cc: ] — _ _ I _ ] _ ]
paul; I

Sent: Thu Feb 12 08:07:20 2009
Subject: RE; ACTIONS: Loan Program

thank you for these notes. the nepa disclosure issue looks resolved. in the solyndra conversation, it is
very important that the parties be able to close today on the matters at hand and move to the next
stage. so, having someone in the room who can commit the department in real time Is quite important
to ensure the cycle time for decision-making can be short and they do not have to carry any issues
over night. The team would like to be able to metaphorically lock the door and not come out until there
is an agreement. This loan represents a litmus test for the loan guarantee program's ability to fund

good projects quickly. Thank you for your prompt and timely support on this matter. Regards, [JJJj

02/11/2009 0307 PM

Subject RE: ACTIONS: Loan Program

NEPA: This afternoon this office concluded that divulging the amount of loan
guarantee being sought was not required in NEPA documents. This conclusion is
consistent with the views expressed by the LGPO.

SOLYNDRA: (1) I understand that there will be GC participation in tomorrow's
meeting with the sponsor. I will be pleased to be available on an immediate basis
to this office's representative should that be necessary to address any open issues.

0\



(2) Ido not know anything about the "IP language." Perhaps or-can
enlighten me. 958 P -

Thanks,

From:

_?_e : day, February 11, 2009 3:37 PM
o:

Cc:

Subject: ACTIONS: Loan Program

To followup my earlier email today, below are three items needing immediate GC
attention for Title XVIL. I might add that we invited [ to todays meeting
to discuss these items and no one from GC attended. It is important that if we are
going to deal with these matters expeditiously, that GC is present and prepared to
handle these issues. I appreciate your attention to this priority effort.

Ws,

-NEPA

1. GC needs to decide whether language divulging the amount of loan guarantee
being requested by applicants should be included in NEPA documents. is issue is
currently delaying NEPA processing of the Solyndra, Il and

i i ) LGPOis against the idea as we see this as business confidentia
information. Attached is LGPO memo providing our arguments which was given to

GC in early December. We understand that a meeting is being held among all the
GC parties today to resoive the matter.

Solyndra

1. GC must be represented at the upcoming conference call with the sponsor. A
critical meeting is tomorrow (Thursday) afternoon. Whoever attends for GC must
have the authority to close on issues or have immediate access to someone who
can. Anything less will significantly delay negotiations.

2. GC still needs to opine on IP language.




This message may contain confidential and/or privileged
information. If you are not the addressee or authorized to
receive this for the addressee, you must not use, copy,
disclose or take any action based on this message or any
information herein. If you have received this message in
error, please advise the sender immediately by reply e-mail
and delete this message. Thank you for your cooperation.

T T
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..... Sent W 22,2009 10:22 AM
{0;
--Subject Re: Fw:
helpful
I e
cc
02/22/2009 05:07 AM Sublect Fw:

Followup from my previous email. We'll talk...

- —me- Original Messa

@ o
Srom: Chrs Grone: A

"
e O

Sent: Fri Feb 20 13:56:00 2009
Subject:

1 believe we can raise the $147M in equity based on reviews with
investors since our last discussion, but under the following conditions:

1.©  Debt-to-Bquity: 80%/20%. Total project: $735M, FFB debt =
$588M, Solyndra Equity = $§147M .

2.  Confirm Solyndra does not pay Credit Subsidy Cost .

3. Interestrate: 12.5 basis points above 7-year Constant Maturity
Treasury )

4,  Solyndra covers any cost overruns, 100% guarantee but no
pre-funding :

5.  Solyndra parent financial covenant expires at project completion .
6.  Waiver of $4.3M Facility Fee

7.  Change of Control: DOE consent right except for
investment-grade U.S. and European companies; consent requirement
expires at project completion

8.  Extension of application deadline for Phase 2 to April 30

9.  Pundraising support after conditiopal commitment: Steven Chu
visits Solyndra with press interviews (target by end of March)

10,  Target close in May, break ground in June

- They emphasized that few investors are doing any funding at all in this
market. :

42



The talking points for Steven Chu could include;
-6000 green jobs during construction (about 1800 after the factory is
completed and running at full capacity)
i -new example of green manufacturing development in the U.S. .
( some of our key vendors do work for the auto industry (help save jobs
.a middle America)
-another example of how America solves problems with the engine of
innovation (new solar panel design born in Silicon Valley)

Look forward to our call. Ihope Solyndra can be a great first project
with rapid.results for the Loan Guarantee Program.

Best,

Chris Gronet

CEO

Solyndra, Inc.

47700 Kato Road
Fremont, CA 94538 USA

This e-mail and any accompanying attachments contain information that is confidential to Solyndra, Inc.<br>The information is
intended solely for the use of the individual to whom it is addressed.<br>Any review, disclosure, copying, distribution, or use of this
e-mail communication by others is strictly prohibited. <br>If you are not the intended recipient, please notify us immediately by -
returning this message to the sender and delete all copies,<br>Thank you for your cooperation.

w\“;his message may contain confidential and/or privileged
information. If you are not the addressee or authorized to
receive this for the addressee, you must not use, copy,
disclose or take any action based on this message or any
information herein. If you have received this message in
error, please advise the sender immediately by reply e-mail
and delete this message. Thank you for your cooperation.

& }
- T
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From: ]
- Sent: 2009 9:32 AM
S - >
{ Subject: RE: CALL ME PLEASE

This is fine with the note that we are presently planning the credit committee for Mar. 12th and the CRB for Mar: 17th.

US Department of Energy
Director, Loan Guarantee Offi ce

From: _
Sent: Thursday, March 05, 2009 7:04 PM
To: I '
Subject: CALL ME PLEASE

6" Jlease call me regarding Solyndra. How did the negotiations end?

Assuming we can get to a handshake, { need to send to IRt ¢ significance of the event so he can send to the
WH. Please review my text below for accuracy.

Thx

e e ot e st e e

-- DOE has a handshake agreement for a "conditional commitment" with an applicant for a solar manufacturing plant
-- Before we can announce the "conditional commitment" the.following items must happen:

(1) The applicants Board must approve it on Monday

(2) The DOE loan office will received and review a independent marketing study that will need to support the applicant's
business plan

(3) DOE will the submit the conditional commitment to its Credit Review: Board for approval. DOE expects to have the
CRB meeting by March 16.

— If the applicant and DOE Boards approve the conditional commitment, DOE is at liberty to announce the result.

-- However, the applicant must fulfill the conditions before the actual loan is released. The most critical condition will be
the applicant raising the outstanding equity. ’
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From: ]

Sent:

To:

Subject: Projact Processing Timelines

Attachments: Project Processing_Accelerated Timelines_Shaded.xls

Hot off the préss. Dates were reviewed with_ The wish Is to have Solyndra through the CRB in time for the
President’s speech in California on the 18th.

Loan Guarantee Program
U.S. Department Of Energy
1000 Independence Avenue, SW
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From:

To:

Subject: RE: Chu: Solyndra Announcement Imminent
Date: Wednesday, July 08, 2009 8:40:28 AM

agree ... | had the same immediate reaction

From NI

Sent: Tuesday, July 07, 2009 1:33 PM

To: ‘
Subject: FW: Chu: Solyndra Announcement Imminent

This nonsense has got to stop.

I have no idea where S1°s info on the equity raise is coming from, but the conclusion that “the loan
is theirs” doesn’t help our negotiation.

Loan Guarantee Program

Diartment of Energy

Sent: Tuesday, July 07, 2009 1:18 PM
To:
Subject: Fw: Chu: Solyndra Announcement Imminent

Fro

Sent: Tue Jul 07 13:08:24 2009
Subject: Chu: Solyndra Announcement Imminent

Solyndré Close To Raising Money
Needed For Loan Guarantee-Chu

By Siobhan Hughes
Of DOW JONES NEWSWIRES

WASHINGTON (Dow Jones)--Solyndra Inc., a solar-panel maker, is close to raising the
money it needs to qualify for a $535 million loan guarantee from the U.S. Energy
Department, Energy Secretary Steven Chu said Tuesday.

\



~

Speaking to reporters after testifying before a U.S. Senate panel, Chu said "we've been told"
that "it's imminent they're going to announce this." He said that "the loan is theirs, as soon as
they get the additional capital that's required by statute.”

The Energy Department is providing loan guarantees that were established years ago by
Congress, but require in some instances that companies come up with 20% of the funding
from outside sources. In March, Solyndra Inc. received a $535 million loan guarantee, the
first renewable-energy company to receive such an award,

-Bi Siobhan Huﬁes, Dow Jones Newswires;_
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From: I

Sent: Tuesday, August 11, 2009 11:19 AM
To:

Cc:

Subject: Solyndra

As the closing of the Solyndra agreement nears, we want to think about the potential announcement value in this, We
know that the conditional agreement was already announced in March, That said, the VP will be in California in early
September, and want to see if it’s worth doing something here. So two things:

1) Would be helpful to know what the Iatest thought is on when the agreement will be complete
2) Wouldb ? ’t;%o s HEm w Fdoing something around the final contract signing, and
what. M y alw é ; ' ,_ hors

feel free to email back thoughts.

The Wh)te House [ 0 ke of th e CH ef of

‘»l
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Page 21 of 300

C

~ Subject: FW: Solyndra Update

From: I
?ent: Mondail' Auiust 31| 2009 3:17 PM
[*H

Subject: RE: Solyndra Update

I'm checking with OMB.:.

From: ]
Sent: Monda
To:

August 31, 2009 3:05 PM

See below

We are walldng'a fine

Jare eeding to begin notifying investors to fly in for
the Friday event, bui¥ {hres e

al.

t before the OMB portion is cooked - if
peace of mind/flexibility on that front.

h?bpen on Thursday regardless - but my
it*s the leaking out befora OMB is

' I

"We still have one outstanding questiBn fhdm*ou in¥tidl meeling Tuesday (DOE has not
responded--I need more information from’ and Solyndra). :

We have also not received the final set questions/issues from OMB to which DOE will nheed
to respond. After OMB review, and any changes are made to the credit subsidy cash flows, OMB
would essentially pre-approve that calculation (formal approval comes in the form of the
apportionment which occurs after S2 or 51 approve commitment of the loan amount and subsidy

rate).”

understanding is it
finished that could It

Subject: RE; Solyndra Update

On the OMB side, from our Credit Pof

OMB 1s fully aware of the Friday timeline. The DOE team is hoping to receive the final OMB
questions/issues today so that they can be quickly reviewed/responded in full so that we can
complete the outstanding process requirements.

- -

Fron: [N .
Sent: Friday, August 28, 2809 9:50 AM =~ |
To: _

66




Page U2 of 300

Cc:
Subject: RE: Solyndra Update

9:20 am PT timing should be fine for CA,

Defer to-on the OMB part.

Proposal for notifications is:

1. Yesterday the company was notified of the event date, but for planning purposes only and
to ask their VIPs to hold time on their schedule (their investors already know the details
because they have.to sign paperwork as the deal goes forward). They will hold on broader

* invites-until we notify electeds of details later next week,

2, On Monday DOE will call electeds to notify them that the Secretary will be in Northern
California on Friday morning (no other info available then), then later in the week give more

information.
3. On Thursday we will notify press.

Questions?

Local press will of course be invited. Will defer to others about any national press
----- or: ' nal Messagg--

coordination. R — i
- \l |\ '. L B
From:

Sent: Thursday, Augusy’ 27, A2odp A5eb Mkl

T e e e v e ————

& ; i

Wrapping up some loose ends from ¢

1. Timing - We've made some adjustments to our schedule and it now
looks like the VP's window of availability is 12:00 PM ET - 12:45 PM ET.
That would put us at a 9:80 AM PT event start with VP portion around
9:15 AM PT. Does that work on the CA end?

Bovp.eop.gov]

Subject: RE: Solyndra Update

Hello folks -

2. OMB Approval - Can someone provide a quick rundown of what

final step this is that OMB would be clearing? We just want to make sure-we can be as
helpful as possible in ensuring this gets done for you on timeline. We were thinking all OMB
clearance was to be finished this week (?) - but perhaps there is a final step we hadn’t

considered?

3. Browner/WH Attendee —- can you took a look at this
part?
4. Notification Timeline - Team DOE will draft up a proposal for

Congressional/elected, company/investor and press notification for discussion. Noting that

I'm connecting - and with [N and- re; electeds.

£7



Pags 213 o 300

C

5. VP.Side/Satellite - VP will do this from the White House - TBD :
whether there is a press pool in there or we Jjust make the feed available - but no audience.
We'll go back to WHCA to let them know this is a go and connect with appropriate OVP and DOE
folks to begin working through the cost and logistical details. '

Anything I've missed?

tron R . - o]

Sentetednesda Ausyst 26, 2809 8:0]

ToTUAre el e W 4T WM A W T T
Cc:
subject: Re: Solyndrf

- -

Cc:
sent: Wed Aug 26 18:49:36 26089
Subject: RE: Solyndra Update

Alright, everyone - thanks for yquiipa d na t"s down'her'e._

It looks like this will definitely be a VPOTU

R g
S event after all - and it would need to be on
the 4th in that case. - .

I hear _had a good visit out there and things look feasible from a logistical
standpoint - but much more to discuss. Shall we hop on a call tomorrow to discuss further?
How about 1:08 PM? If that works, will circulate number.

rron: [N
Sent: Tues ugust 25, 2009 11:54 AM

To:
Ce:
Subject: RE: Solyndra Update

AR



Page 2411300

( Sounds good. POTUS on the 8th was what we were going for, but that's looking unlikely. With
POTUS unlikely, we wanted to give this to the VPOTUS, and 4th was looking best.

Glad to discuss tomorrow.

eron: RN . o< ;o]

2089 11:51 AM

Subject: RE: Solyndra Update

v the POTUS was set to satellite in and the

YN pd pbout the dates you have - want to
make sure we're all o/ the 4 % I should probably discuss when

( tomorrow's event is over.

rron: [

Sent: Tuesday, August 25, 2609 11:48{
To: W
Ce:

Subjact: RE: Solyndra Update i

l : o looping in -

Thanks

Deiartment of Energy -

C

Sent: Tuesda ugus N :
To: : .

L rn
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Cce
(”“ Subject: Solyndra Update

We are thinking (technical logistics allowing) that we would want the VP can satellite into
the event on 9/4 (next Friday). It's the same day unemployment numbers come out, and we'd
want to use this as an example where the Recovery Act is helping create new high tech jobs, -
Does that work for you guys? Were you guys golng to send Sec. Chu or someone else to CA? We
are discussing the possibility of sending soreone from here (e.g.- out there as well.

Let me know if 9/4 sounds ok. Let me know what DoE would be thinking of dbing with the
Secretary or otherwise. Don't need a formal event memo in a rush, but just want to start
planning things if this sounds generally ck. Glad to do a quick call with whomever. Thanks,
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From:

To:

Subject: FW: Solyndra: Responses to Credit Analysis Questions
Date: Thursday, August 20, 2009 3:27:59 PM '

T om0

Thanks for requesting the additional information. 1would like your analysis of the materials preséhtal.
In order to move this forward, I think we have the following next steps:
1. T will look at the property tax information against the issue raised by RW Beck in January..

2. We can adjust the income tax assumption to 30%. The result should be de minimus, but we
should use that  assumption from PWC. . '
3. The issue of Working Capital remains unresolved. First, it seems clear that the cost overrun
equity commitment  would support cost averruns and Ineligible project costs. However, the Issye &
cash balances, not cost. [l seems to agree that-the model runs out of cash in Sept. 2011 even
in the base case without any stress, This is a liquidity issue. Secondly, given the implications
above, it is difficuit to assume in a default scenario that any  other entity would be able to assume
management of the project company without any working capital: As a practical  matter, this is not
feasible and leads to questiohs of ability to run the project company as a stand alone ‘entity. Finally,
how can we'advance a project that hasn't funded working capital requirements nor seems to have any
provision for funding working capital requirements and that generates a working capital shortfall of
$50M when working capital assumptions are entered into the model? This is a serious issue we needto
resolve asa credit matter. It also simply won't stand up to review by oversight bodles. Are there
_provision in the agreements that  provide access to working capital provided by the parent (e.g., 3
liquidity facility)? I don't think the cost overrun commitment accomplishes this, but perhaps an inter-
company line of credit would. ;

4. We still do riot have a lender case. In order to move forward, I have gone ahead and buitt
one. Iwillsend it  under separate cover. I need you to confirm it and to include it in the due
diligence update. Moving forward, the  deal team needs td provide this case. Notwithstanding the
working captal issue above, the lender case supports the  conclusions you've made and addrésses the.
LGPO policy requirement of having a lender case.

Thanks.

Cc

: I ;
Subject: Solyndra: Responses to Credit Analysis Questions

In response to questions related to the credit analysls of the Solyndra Fab 2 project, we have prepared
the responses below, -

The current Solyndfa Fab 2 Base Case Projections have changed since the original model was presented,
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From: _

Sent: 4, 2009 1:36 PM
To:

Subject: Re:IHACTION: Solyndra

Thanks, - for your engagement and leadership here !

From:

To:
Sent: Mon Aug 24 12:42:20 2009
Subject: RE: CTION: Solyndra

We organized a meeting among

this moming. We decided to

postpone the OMB meeting by 1 day to give[lllh chance to: get tighter language on the Project Overrun costs with the
help of Morrison Foster and have Solyndra adapt their model to the terms of the agreement where there was a hole
involving the modeling of working capital. 1 believe that having a better case to present to OMB will result in a better path
to get to the finish line and not cost that muth more time.

Sent: Sunday, August 23, 2009 11:45 AM
To:ﬂ

Subject: JJlJACTION: Solyndra
I could you help arbitrate this issue._differ and | don't know enough to broker this one.

il

From:

To;

Sent: Sun Aug 23 08:52:30 2009

Subject: RE: Solyndra: Responses to Credit Analysis Questions

The attached summarizes the issue in more detail. In summary, working capital needs are not accounted for by the
project. Under normalized assumptions (not stressed), the project shows a negative cash balance and there is no
provision for access to cash. The applicant argues that that timing differences between the recognition of project revenue
and the receipt of cash would be considered “costs™ under the project financings agreements and covered by the cost
overrun facility. it does not seem that this timing difference would rise to an expense that would be considered a ‘cost’
under the project. However, even if it did, the model shows draining almost the entire facility in 2011 leaving almost no
funds available for real ‘cost overrun’ at the point when those funds would likely be most critical.

Without access to cash, the project faces a liquidity problem and inéolvency is real concern.

135



Please let me know if you have any questions.

‘Thanks.

From:

Sent: Friday, August 21, 2009 6:42 PM
To:
Subject: Re: Solyndra: Responses to Credit Analysis Questions

Let's have -

Do you have a writeup that summarizes the respective positions that | could fwd to him? | didn't read thru the emails back
and forth in the past 24 hrs nor what you guys discussed before | walked in.

From:
To:
Sent: Fri Aug 21 18:34:20 2009

Subject: Fw: Solyndra: Responses to Credit Analysis Questions

I'm not really sure where to go from here. We're verging on just silliness. The issue is pretty clear, but | don't think we
understand it. | think in some respects this results from not having a financial advisor on the project team—who would
grasp the idea. ‘

. One thought might be to have -or someone from his team-take a look on Monday to give an independent
-eview. Do you have thoughts on that approach?

T just can't imagine this standing up to audit (and it should give us great pause without the threat od audit)-~thereis a
negative cash balance in the base case. It's difficult to overlook.

From:

To:

Cc:

Sent: Fri Aug 21 18:04:53 2009

Subject: RE: Solyndra: Responses to Credit Analysis Questions

Could you send me the appendix for definitions? Please keep me posted over the weekend as to progress on this issue
as it is highly relevant for our discussion with OMB Monday.

| understand your point, but it seems timing associated with cash receipt of revenue doesn't rise to an expense that would
be considered a cost under the project. Again the issue is the timing and effects on cash.

If counsel believes this is covered, it would be helpful to walk through an example of the cash flow mechanics. It's
nportant that we understand the distinctions here.

Thanks.
136



Sent: Friday, August 21, 2009 10:30 AM
To:
Cc:

Subject: RE: Solyndra: Responses to Credit Analysis Questions

Additionally to my previous message, attached for anyone interested is the model used for allocation of SG&A among the
Fabs.

Loan Guarantee Program

eiartment of Enerii

From: I
Sent: Friday, August 21, 2009 10:06 AM
To:
Cc:
Subject: RE: Solyndra: Responses to Credit Analysis Questions

All -

Because there are some cross references, I have attached the entire O&M Agreement (latest version). The operative
language re payments is mostly in Article 6, and I have separately copied this below.

4 couple things of note:

* There is an annual fee to be paid to the operator, invoiced quarterly (based upon an agreed-upon budget, with annual
adjustments per a stated formula).

* There are provisions for “fees for additional services,” to be paid for at actual cost incurred by the Operator (invoiced
monthly).

The allocation of any common costs among the Fab lines (Fab 1, Fab 2 (phase one) and the potential other Fabs in the
future) are to be “equitable apportioned” among the Fabs based on production of the applicable Fab (i.e., non-
discriminatory).

SG&A is allocated through the Operator, using this process. For conservative modeling purposes, we have assumed full
expected production from each of the Fabs for the time periods in question; the actual allocation will be based upon actual
production data. As a monitoring matter, Portfolio Management will have access to all records to make sure that the
proper allocation is made.

Article 6 (O&M Agreement)

ANNUAL FEE, OTHER FEES AND PAYMENT TERMS

6.1 Annual Fee
. Commencing on the Commencement Date and continuing on each anniversary thereafter for the remainder of
he Term, in consideration for Operator's performance of the Pre-Operational Services pursuant to Section 2.1.1,
the Maintenance pursuant to Section 2.1.1 and the Management Services pursuant to Section 2.1.3, Owner shall
pay to Operator an annual fee ("Annual Fee"), payable in advance in equal quarterly installments (each, an
137
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C

ears

$o we know what to say if asked, what are t

From: ]
?oni: Thursday, August 27, 2009 4:40 PM
o; K
Ce:
Subject: RE: Final Solyndra Credit Subsidy Cost

As long as we make it crystal clear to DOE that this is only in the interest of time, and that there's no precedent set, then
{’'m okay with it. But we alsa need to make sure they don’t jam us on later deals so there isn’t time to negotiate those,

too.

From: NN

Sent: Thursday, August 27, 2009 4:31 PM
To: :
Cc:

Subject: RE: Final Solyndra Credit Subsidy Cost

We don’t know: 1'would as
fitch did, coincidentally for Soly;
on the model DOE argued that §
persisted in saying that thajwo;
essentially kicked the can dewry
liquidation.) i

would assume liquidation.) When we were working
of course one assumes work out. We however,
Vjcgse basis as determined by project specifics. (We

$ qur rBtcue by stating that as a startup [Jessumes

From: I

Sent: Thursday, August 27, 2009 4:20 PM
To:
Cc
Subject: RE: Final Solyndra Credit Subsidy

From: NN 1 1H

Sent: Thursday, August 27, 2009 3:10 PM :

To:*
]

cc:
Subject: Final Solyndra Credit Subsidy Cost

} just wanted to check withyou tomake sure that you {in -and-absence) are ok with our proposalon
Solyndra's credit subsidy cost: *('ve been out for 2.5 weeks, and [ 25 been covering this issue for me so will fill in
with details.) The credit subsidy model that OMB approved last October for the Title XVIl loan guarantee program
assumed a workout scenario for recoveries. However, we made it clear to DOE that decisions as to whether work out or
liquidation should be assumed in the model for specific cases, would be made on a case by case basls.” Given the time
pressure we are under to sign-off on Solyndra, we don’t have tine to change the maodel to assume fiquidation.

DOE is proposing to use a recovery treatment that BRD and the Energy Branch have been pushing DOE to use on the
auto lpan program. Jlcan youfil I s s to the exact nature of this methodology? BothfjJend | believe
this is the best approach for this gne case, given time constraints. Do you have any concerns?
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C fom [—
Sent: Monday, August 31, 2009 12:48 PM

To: McSweeny, Termell P.
Subject: DOE announcement
 HiTerrell, ] :

.1 was wondering If you could tell me who schedules announcements and events with the Department of Energy
that you folks are particlpating in? We have ended up In the situation of having to do rushed approvals on a couple of
occasions (and we are worried about Solyndra at the end of this week), We would prefer to have sufficient time to do
our due diligence reviews and have the approval set the date for the announcement rather than the other way around.

is there some persen | can speak with to work on coordinating these announcements?

Wd A
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From: I

Sent: Monday, August 31, 2009 4:50 PM
To: _
Ce:

Subject: - FW: Solyndra Update

-we should discuss this with you early tomorrow morning.

-

rrom: NG

Sent: Monday, August 31, 2009 4:27 PM
To:
Cc:

Subject: RE: Solyndra Update

1 would prefer that the announcement be postponed. The BRD credit crew is out on leave this
week, as is Thigyis theghlpst n guavantee, and we should have a full review with all
hands on deck to make et]2tl dglit|! Fafteduore, the announcement this week would
require us to have a Waiyed i¥q [thefraquisenentiin e rule that 30 days elapse from when the
final credit rating wids Sull } Isatiting cedent.

That said, we have only @né jitem Letg fthaly ajgre EF, but it is not clear how the
information would impdctithe qre it Bubsidy u on (CSC).

Our outstanding request to DOE is for field performance data to back up engineering claims
made in the proposal documents.

Solyndra claims to have a pricing advantage based on performance and lower costs of
installation (sometimes referred tQ.asspalangeao lat s of ?\t developments in the solar

market, in particular, pricing pre Bily: wafer plants scheduled to
come on line (and that also may or may ee articles below), raise
concerns about how strong Solyndra s ce of rising competition. If
the engineering claims can be backed i } consistent with claims, I
think we would accept DOE’s CSC; but & 1§ rmance is not quite up to the
engineering claims, in which case uejmig edit rating down (or viewed
conversely, increase our estimate oF

'See:

China Racing Ahead of U.S. in the Drive to Go Solar
http;//www.nytimes., com[2009168[25[businessz energy-
environment/25 solar.html?scp=1&sg=solar¥28china&st=cse
And

Chinese Solar Firm Revises Price Remark
http://www.nytimes, com[2069108[27[business[energy-
environmen;[ﬂganel.html?scg=3&sg=solar%20china&st=cse
and :

As Prices Slump, Solar Industry Suffers
http:[(greeninc.blogs.nﬁ' imes,com[2099[08[13[as-gr‘ices-slumg-solar'-industry-

suffers/ ?scms&sg=solgr%26china&st:cse

More Sun for Less: Solar Panels Drop in Price
http://www.nytimes. com/2089/@8/27/business/energy-

environment/27solar. html?scg=6&sg=solar%29egergy&st=cse

1
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Senii Hindail Auiust 31, 2089 3:59 PM
To:

Subject: FW: Solyndra Update

What should we tell - on our review status?

]
Subject: FW: Solyndra Update
|

As you guys may know, the VP is set to make a Solyndra announcement on Friday. We know that
OMB and DoE are still Wgrfyirg yomgfinpld dit yissues, and wanted to see where that was
in the process (if thegre i3 privEhingiwe: t6 dush DoE in speeding along, or conversely if
there is anything we ganheld ! 2lor the/pMB side). Below is an email from DoE on
their latest thoughts fabgutf witeke | thing d T think they are still waiting on the
final list of questiods } heé will need to respond.

e ETA on completion of the credit review

can you let us know wherq
process? x

----- Original Message-----
From:_

sent: Monday, August 31, 2609 3:85
To:
Subject: FW; Solyndra Update

See below

3
We are walking a fine line with So did reetd! g% Mg Aot #fying investors to fly in for
the Friday event, but this OMB piece not being final.

our concern on the press end is that this leaks out before the OMB portion is cooked - 1if
there is any way to accelerate, would give a lot of peace of mind/flexibility on that front.

The final step will be the loan closing which will happen on Thursday regardless - but my
understanding is that that's pretty much a given - it's the leaking out before OMB is
finished that could leave us in an awkward place.

inal Message
From: b,,

Sent: Friday, August 28, 2009 10:08 AM

Cc: —— _

Subject: RE: Solyndra Update



£

on the OMB side, from our Credit Policy Director

“We still have one outstanding question our initial meeting Tuesday (DOE has not
responded--I need more information fromﬂand Solyndra).

We have also not received the final set of questions/issues from OMB to which DOE will need
to respond. After OMB review, and any changes are made to the credit subsidy cash flows, OMB
would essentially pre-approve that calculation (formal approval comes in the form of the
apportionment which occurs after S2 or 51 approve commitment of the loan amount and subsidy
rate).”

OMB is fully aware of the Friday timeline. The DOE team is hoping to receive the final OMB
questions/issues today so that they can be quickly reviewed/responded in full so that we can
complete the outstanding process requirements.
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From: i} ]
To:
Subject: Re: LAST CALL: Pis send your Weekly Report 4/5-4/9 ASAP

We have reques'(ed information from DOE on their monitoring of Solyndra in light of the recent audit gomg concern
statement in thelr amended S-1.

Sent: Fri Apr 09 08:32:35 2010
Subject: LAST CALL: Pls send your Weekly Report 4/5-4/9 ASAP

I understand that we now will submit weekg_
leave tonight. 3

Thanks

Energy Branch

Office of Management and Budget
Executive Office of the President
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I hope this is helpful. Thanks for your support with this agenda, and for coming over this

morning.

----- ] Message
From: 0.treas.gov [mailto-do.treas.gov]
Sent: Wednesday, April 14, 2010 10:09 AM

Ta:
Subject; Fw: Proposed agenda for NEC meeting re: DOE Loan Guarantee Program

Here are Treasury’s comments.

..........................

DE Loan-Guarantee Program

leg us know if you want us to send along

4
7

Cheers,

""" i

pril 14, 2610 9:49

Is everyone ok with OMB's agenda
OMB deadline is before 11 am.

Sent: Tue Apr 13 19:20:58 2018
Subject: FW: Proposed agenda for NEC meeting re: DOE Loan Guarantee Program

Pls see OMB's attached proposed agenda for the Thursday NEC meeting!

Note: OMB wants to give_ the final agenda tomorrow by 11 AM.
10
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Pls e-mail your comments/concerns with this agenda, if any, to us for forwarding to -

(I have no concerns with the attached agenda as it tracks with what we all agreed to on our
4:30 PM call today.)

----- ipinal MeSSage summs
From: I

sent: Tuesday, April 13, 2819 6:53 PM )
To:
-ch, - ) ]

subject: Proposed agenda for NEC meeting re: DOE Loan Guarantee Program

Thanks to you and the Treasur‘y team for a productive call this afternoon. Based on o
discussion, below (an zﬁegg) i dg@ —gagenga we propose to share with NEC via
ih:

Let us knoul zs  copments/ddi We hope to share this in final form
with by 1AM toror ,ﬂﬁ foli14 iﬁlg glgté and get us any feedback prior to that,
we'd appreciate it. 'é fi( E §§g§ E-ﬂ g : é !

% ij? Ve
Eitgpl g 3 it E 3 i
% la*iiﬁgiiéiis‘:&

Regards,

- ——

Increasing OMB / Treasury Coordination

- Joint briefing meeiings

- single set of deal-review questions

- Treasury participation in DOE/OMB weekly call

Tn addition to bi-weekly policy meetings
(NEC/OECC/DOE/OMB/Treasury)

-“Third Party Financing” Issue related to TVA off-take

11
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- If 2607 authority is used, no legal issues, but scoring

considerations

- Depending on extent of TVA participation, may impact -
credit subsidy scoring

- CBO considerations if 3rd party financing is used with 2807
authority

Solyndra Audit Concerns / DOE Loan Program Monitoring
- Pre-IPO audit raised concerns about Solyndra cash situation

- Unclear still if current conditions are outside those
originally expected by DOE

- ‘Concerns re:. limited DOE .resources, systems, processes in

etc.)

---------------------------

Energy Branch

Office of Management & Budget
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From: . .
. Sent: Monday, April 18, 2010 5:37 PM

To: .

Subject: RE: Solyndra

I reviewed the documents DOE sent, which state that the project continues to be successful
and in accordance with the business plan, despite the parent’s recent financial audit. DOE
seems to separate the parent from the project in terms of risk monitoring, but I think the
deal is structured in a way that does not support that view.

1. The parent is the prime equipment supplier and sole purchaser for the project’s output.

2. Although the parent has pledged full construction completion support, the cash account
is to be funded during construction. The deteriorating financial status of the parent
could impact the ability to fund the construction completion account and increase
completion risk for the project.

I ‘
Policy Analyst f*{ £ ﬁ%‘
pffice of Management targ(f é (g1

s Ty

™

-----Original Message--t--f
Fron: NN | ]
i