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DEPARTMENT OF ENERGY

New Process to Review Financial Assistance for
Research Projects Created Uncertainty

What GAO Found

The Department of Energy (DOE) developed and implemented a new process to
review its financial assistance to ensure that all new work funded by the
department—including by DOE’s Advanced Research Projects Agency-Energy
(ARPA-E)—was consistent with the current administration’s priorities. The review
process covered funding opportunity announcements as well as certain other
types of financial assistance. New awards were delayed until the review of the
underlying financial assistance opportunity was completed. DOE reviewed and
approved ARPA-E’s financial assistance on a rolling basis from May through
September 2017, and nearly all ARPA-E financial assistance was approved.
DOE Office of Management officials met with ARPA-E officials on several
occasions to discuss their review of ARPA-E financial assistance. DOE officials
GAO interviewed said they wanted to complete the review as quickly as possible
to minimize effects on DOE programs. GAO determined that the delay was not
reportable under the Impoundment Control Act. The Impoundment Control Act
requires the President to notify Congress if an agency wants to withhold the
obligation of funds. GAO has separately informed Congress of an impoundment
of $91 million in funds that were not allocated to any financial assistance awards,
and was not related to DOE’s review process.

According to the 10 ARPA-E project selectees GAO interviewed, DOE'’s financial
assistance review process created uncertainty, which led to a variety of project
impacts. The impacts most commonly cited by selectees included potentially
delayed project timelines, as well as difficulties in staffing their project teams,
among other impacts as shown below.

Examples of Department of Energy Review Process Impacts Cited by Selectees

Examples from selectees

« Potentially delaying project timelines » Delaying equipment purchases needed to

« Creating difficulties in hiring and retaining conduct selectees’ projects
staff « Potentially changing project scope

* Introducing a potential loss of competitive  Creating concerns about impacts on
advantage as the delay in finalizing award relationships with external project partners,
negotiations may have caused some such as the willingness of private investors to
selectees’ technology development efforts to contribute to selectees’ projects
fall behind potential competitors

Source: GAO analysis of information from Advanced Research Projects Agency-Energy financial assistance selectees. | GAO-18-278

DOE officials GAO interviewed said that they are reviewing DOE financial
assistance in fiscal year 2018. DOE officials said that a key benefit of the fiscal
year 2017 review process was an opportunity to better identify and coordinate
future financial assistance department-wide on crosscutting issues. However,
DOE plans to review fiscal year 2018 financial assistance prior to issuing funding
opportunity announcements to the public, and thus before any recipients apply or
are selected. As a result, DOE officials said, the uncertainty that ARPA-E
selectees experienced during the fiscal year 2017 review process should be
reduced.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

February 28, 2018

The Honorable Eddie Bernice Johnson

Ranking Member

Committee on Science, Space, and Technology
House of Representatives

Dear Ms. Johnson:

In 2007, the Advanced Research Projects Agency-Energy (ARPA-E) was
established within the Department of Energy (DOE) to overcome the long-
term and high-risk technological barriers to developing energy
technologies, such as advanced biofuel crops and improved batteries for
plug-in hybrid vehicles, among others." As specified in statute, ARPA-E’s
program goals are to enhance the nation’s economic and energy security
through technological development and ensure that the United States
maintains a technological lead in developing and deploying advanced
energy technologies. From the time ARPA-E first received an
appropriation in the American Recovery and Reinvestment Act of 2009,
through December 2015, ARPA-E awarded approximately $1.3 billion to
universities, public and private companies, and national laboratories for
projects intended to make transformational—rather than incremental—
advances to a variety of energy technologies.

Typically, ARPA-E develops funding opportunity announcements to
address an identified energy technology gap.? After publishing a funding
opportunity announcement, ARPA-E follows a multi-stage application
review and award funding process that involves the selection of
applicants and an award negotiation period, among other steps.
Beginning in May 2017, DOE’s Chief of Staff initiated a review of all
financial assistance for new work across the department, including ARPA-
E, to determine whether the financial assistance aligned with the new

'ARPA-E was established by the America Creating Opportunities to Meaningfully Promote
Excellence in Technology, Education, and Science Act (America COMPETES). Pub. L.
No. 110-69, § 5012, 121 Stat. 572, 621 (2007) (codified as amended at 42 U.S.C. § 16538
(2017)).

2ARPA-E also solicits broad energy-related research applications through an open funding
opportunity announcement roughly every 3 years. The most recent open announcement
was issued in 2018.
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administration’s priorities.® The review was coordinated and facilitated by
DOE'’s Office of Management.* As part of the review process, DOE
delayed new award agreements, as well as other types of financial
assistance for new work until the review of the underlying financial
assistance opportunity was completed. While the review took place,
concerns were raised about the impact that the suspension might have on
the continued viability of research projects conducted by selected ARPA-
E applicants—referred to in this report as ARPA-E selectees—as well as
applicants for other DOE financial assistance.®

You asked us to examine issues related to DOE’s financial assistance
review process, specifically as it pertained to ARPA-E.® This report

describes (1) how DOE implemented the financial assistance review

3The review process pertained to all DOE funding opportunity announcements, renewals,
and determinations of noncompetitive financial assistance for which funds had not yet
been obligated. In this report, we refer to these collectively as financial assistance. Awards
may be made on a noncompetitive basis when the activity being funded is a continuation
or renewal of presently funded work and for which competition would have a significant
adverse effect on continuity or completion, or if the activity being funded is being done
with the recipient’s own resources, but DOE support would enhance the public benefit and
DOE knows of no other entity conducting or planning to conduct such an activity, among
other reasons. 10 C.F.R. § 600.6(c) (2017).

4DOE’s Office of Management is one of the department’s 16 administrative offices and
whose mission is to provide centralized direction and oversight for management,
procurement, and administrative services, among other things. The Office of
Management’s activities include policy development and oversight, the delivery of
procurement services to organizations based out of DOE headquarters, and the
management of headquarters facilities.

SIn this report, we define selectees as ARPA-E project teams that were selected for award
negotiations but had not yet received their final award decision at the time of our review.

Swe previously reported on ARPA-E’s use of criteria and other considerations for making
awards, among other topics. See GAO, Department of Energy: Advanced Research
Projects Agency-Energy Could Benefit from Information on Applicants’ Prior Funding,
GAO-12-112 (Washington, D.C.: Jan. 13, 2012).
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process; and (2) the perspectives of selected ARPA-E selectees
regarding the impacts of this review process.’

To describe how DOE implemented its financial assistance review
process, we interviewed ARPA-E and DOE Office of Management
officials to obtain their views on the implementation of the review process.
We also examined documentation provided by these offices about DOE’s
financial assistance review process and, more broadly, the ARPA-E
financial assistance process. Additionally, we analyzed ARPA-E data to
describe the timeline of DOE’s review of ARPA-E financial assistance and
the amount of funding approved over the course of the review process.
We discussed how the data were compiled with DOE officials and found
that the data were sufficiently reliable for our purposes.

To ascertain ARPA-E selectees’ perspectives on the impacts of DOE’s
financial assistance review process on their projects, we conducted
interviews using a standard set of questions with a nonprobability sample
of 10 of the 68 ARPA-E selectees whose financial assistance was
evaluated under the review to obtain information on how they were
affected by the review, among other related topics. To identify selectees
for these interviews, we requested that ARPA-E provide us with a list of
projects that had received funds from or had been selected for award
negotiation from ARPA-E and whose financial assistance had been
evaluated by the review process, which included both competitively
selected awards and determinations of noncompetitive financial
assistance.® We chose selectees to interview based on a variety of
characteristics, including (1) whether they were a university, a private
business, or a national laboratory; (2) whether the project was

"You also asked us to determine whether delays in awarding ARPA-E funds constituted
violations of the Impoundment Control Act. While we did not find any violations with
specific regard to DOE'’s financial assistance review process, as we discuss later in this
report, we recently sent a letter to inform Congress of an impoundment of $91 million of
ARPA-E funds in fiscal year 2017 that were not allocated to any financial assistance
awards. Accordingly, the reported impoundment was not related to DOE’s financial
assistance review process. GAO, Impoundment of the Advanced Research Projects
Agency-Energy Appropriation Resulting from Legislative Proposals in the President’s
Budget Request for Fiscal Year 2018, B-329092 (Washington, D.C.: Dec. 12, 2017).

8According to ARPA-E data, 68 awards were affected by the review process. Of these, 37
were for work conducted under new funding announcements, and 31 were either new
work conducted under existing funding announcements or new work awarded on a
noncompetitive basis. These 68 awards do not represent all of ARPA-E’s ongoing work;
funding announcements for which award decisions were already made were not affected
by the financial assistance review process.
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competitively selected from a new funding announcement or was new
work funded on a noncompetitive basis; and (3) whether the project was
under review at the time of the interview, or its review had already been
completed. Wherever possible, we tried to choose selectees whose work
was funded under different ARPA-E funding opportunity announcements.
Because the ARPA-E selectees we chose to interview were based on a
nonprobability sample, the views we obtained are not generalizable to all
ARPA-E selectees affected by the review process. However, they provide
illustrative examples of the effects of DOE’s financial assistance review.

We conducted this performance audit from May 2017 to February 2018,
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background

ARPA-E’s typical funding announcement and award selection process
begins with the agency hiring a program director responsible for
identifying a gap in energy technology research and developing a
program to fill that gap.® ARPA-E is required by statute to achieve its
goals through energy technology projects that, among other things,
accelerate transformational technological advances in areas that industry
on its own is not likely to undertake because of technical and financial
uncertainty, while also ensuring that its activities are coordinated with,
and do not duplicate the efforts of, programs and laboratories within DOE
and other relevant research agencies. ARPA-E’s efforts to identify
existing energy technology research gaps and to design a program to
address those gaps involve research; consultation with scientific experts,
including a workshop with outside experts; and internal discussions within
ARPA-E. From this process, program directors develop funding
opportunity announcements that describe the technical requirements
specific to each program’s technology area that applicants have to meet,
as well as the four standard criteria that ARPA-E uses to guide its merit

9See also GAO-12-112.
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selection process.'? Following the issuance of a funding opportunity
announcement, ARPA-E employs the following multi-stage process to
merit review applications, make funding award decisions, and monitor
projects:

« Concept paper. Applicants initially submit a 4- to 7-page abstract of
their projects. Scientific experts from government, industry, and
academia serve as reviewers.

« Full application. After reviewing concept papers, ARPA-E
encourages some applicants to submit full applications. Full
applications are generally quite extensive, requesting information on
the technical and financial aspects of the proposed project, among
other things. ARPA-E officials we interviewed noted that these
applications are frequently more than 100 pages and can take 30 to
45 days for the applicant to develop. Full applications are reviewed
against the selection criteria by leading scientific experts in the
relevant field and assigned numerical scores.

« Reply to reviewer comments. After reviewing a full application,
reviewers provide comments and questions to the applicants, who
then have the opportunity to respond.

« Selection. A three- to four-person panel, chaired by the relevant
ARPA-E program director, considers the reviewers’ comments and
numerical scores and recommends applications for an award. The
final decisions on which applicants to select for award negotiations
are made by the selecting official, usually the Director of ARPA-E.

« Award negotiations. Once selections are made, ARPA-E program
directors work closely with selectees to negotiate the terms and
conditions of their award. These negotiations include, among other
things, developing a project plan with technical milestones that are to
be met during the 2 to 3 years that the award is being funded, a
budget and management plan, and an intellectual property and data
management plan. Funds are awarded once negotiations regarding
the terms and conditions of the award are concluded. ARPA-E seeks
to complete negotiations regarding the terms and conditions of an
award within approximately 100 days of sending a letter notifying an
applicant that they have been selected for award negotiations.

"These criteria are (1) how much impact the proposed technology will have relative to the
state of the art; (2) the project’s overall scientific and technical merit; (3) the project team’s
qualifications, experience, and capabilities to accomplish the project; and (4) the
soundness of the project team’s management plan for their people and resources.
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DOE Developed and
Implemented a New
Process to Assess
the Department’s
Financial Assistance
against the
Administration’s
Priorities

Selectees may be allowed to begin spending money to start work on
their projects up to 90 days prior to the completion of award
negotiations. However, these expenditures are made with the risk that
applicants may not be reimbursed if award negotiations are
unsuccessful and ARPA-E does not fund the award.

« Monitoring. ARPA-E monitors and supports the projects it funds
through quarterly reviews and site visits. At any point during the
award, ARPA-E may decide whether to continue or terminate the
project based on whether agreed-upon project milestones are being
met.

In 2017, DOE developed and implemented a new review process to
assess DOE financial assistance for new work against the current
administration’s priorities, including financial assistance for which ARPA-
E had already made award selections. DOE reviewed and approved
ARPA-E’s opportunities for financial assistance on a rolling basis from
May to September 2017, and nearly all were approved to proceed.

The formal review of DOE financial assistance officially began on May 4,
2017, when DOE’s Chief of Staff issued a memorandum stating that
funding opportunity announcements and determinations of non-
competitive financial assistance would be reviewed to ensure consistency
with the administration’s priorities. According to the memorandum, DOE
agencies that award financial assistance—referred to in this report as
funding organizations—were to provide information about each
competitively selected funding announcement and determination of non-
competitive financial assistance by May 15, 2017. This information
included, for example, a brief description of the financial assistance, the
number and amount of planned awards, and the technology readiness
level of the projects being funded. DOE Office of Management officials
told us that the agency’s financial assistance review lasted through
September 2017, as some DOE organizations continued to submit new
financial assistance for review, but that the review was largely completed
by August 10, 2017."" However, while the formal review of DOE financial
assistance began in May, award negotiations for ARPA-E-funded projects

"DOE Office of Management officials said that the National Nuclear Security
Administration and ARPA-E provided the review team with several additional fiscal year
2017 funding opportunity announcements late in the process. Furthermore, the officials
said that DOE funding organizations had until the end of the fiscal year to submit
information about their financial assistance.
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were suspended nearly 1 month earlier. Specifically, according to ARPA-
E officials, DOE’s Deputy Chief of Staff verbally directed ARPA-E on April
6, 2017 to stop all ongoing award negotiations.'? Figure 1 shows the

timeline of DOE’s review of ARPA-E financial assistance.

__________________________________________________________________________________________________________________|
Figure 1: Timeline of DOE Review of ARPA-E Financial Assistance

¥ April 6, 2017: DOE Deputy Chief
of Staff issues verbal direction to
ARPA-E to stop award negotiations

¥ May 4, 2017: DOE Chief
of Staff issues memorandum
for formal review

¥ May 15, 2017: Deadline for DOE

funding organizations to provide
information to review team

¥ May 18, 2017: First
approval of ARPA-E
financial assistance

# June 7, 2017: Second
approval of ARPA-E
financial assistance

June 20, 2017: Third
approval of ARPA-E
financial assistance

Legend
ARPA-E Advanced Research
Projects Agency-Energy

DOE Department of Energy

B August 10, 2017: Fifth
approval of ARPA-E
financial assistance

August 25, 2017: Final
approval of ARPA-E
financial assistance

May

Source: GAO analysis of ARPA-E data. | GAO-18-278

September 1, 2017: One
ARPA-E funding announcement
cancelled by review team

July 24, 2017: Fourth
approval of ARPA-E
financial assistance

September

Pursuant to the DOE Chief of Staff's May 4th memorandum, ARPA-E and
other DOE funding organizations submitted the requested information to
the DOE review team, which was coordinated and facilitated by the
Director of DOE’s Office of Management. Other members of the financial
assistance review team included DOE’s acting Chief Financial Officer;
deputy assistant secretaries, chiefs of staff, and senior advisors at several
DOE funding organizations; and members of the department’s
congressional affairs and public affairs staff.

12A written statement we received from DOE Office of Management officials said that they
were not aware that such an order was issued. ARPA-E officials noted that they were able
to continue doing other work related to financial assistance awards that had been finalized
prior to the order being issued, such as project management and project oversight related
to ongoing projects with finalized agreements, as well as other administrative tasks related
to ARPA-E operations.
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According to DOE Office of Management officials we interviewed, the
review team assessed the department’s financial assistance against five
criteria:

« Whether the financial assistance was statutorily mandated,;

« Whether the financial assistance was described in congressional
report language;

« Whether the financial assistance was consistent with administration
priorities, as identified in budget documents and other statements
from the President and Secretary of Energy, among other things;

« What technology readiness level the financial assistance was
intended to fund; and

« Whether the technology encompassed by the project was already
being funded by the private sector or others.

DOE Office of Management officials stated that the review team did not
use the above criteria to assign quantitative scores to evaluate the
department’s financial assistance; instead, the team collaboratively
discussed each opportunity for assistance. In most cases, the review
team was able to reach consensus on whether the financial assistance
aligned with the administration’s priorities. DOE Office of Management
officials also noted that they met with ARPA-E leadership to obtain
additional information about ARPA-E financial assistance on three
occasions during the course of the review. ARPA-E officials said that, in
addition to those three meetings, they provided written information to
address questions received from the review team and to provide
additional context regarding ARPA-E financial assistance.

In total, DOE’s review team assessed 6 ARPA-E fiscal year 2017 or prior-
year funding opportunity announcements for which applicants had been
selected for award negotiation, 7 fiscal year 2017 announcements in the
earlier stages of the merit review and selection process, 2 fiscal year
2017 announcements that had not yet been released, and 17
opportunities for financial assistance where ARPA-E funded renewals or
new work under a determination of noncompetitive financial assistance.
According to DOE Office of Management officials, the review team

13According to DOE Office of Management officials we interviewed, the review team
assessed 181 funding opportunity announcements across DOE during the course of its
review.
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worked as quickly as possible to review all of DOE’s financial assistance
to minimize potential disruptions for recipients and DOE’s funding
organizations. Once the review team approved an opportunity for financial
assistance, DOE funding organizations were allowed to resume work,
DOE Office of Management officials told us. Figure 2 shows the total
cumulative funds for ARPA-E financial assistance approved by the review
committee at various stages in the review. For example, as shown in
Figure 2, the review team approved roughly $158.3 million (55.6 percent)
of ARPA-E’s proposed financial assistance on May 18, 2017, 3 days after
the deadline for DOE funding organizations to submit information to the
review team. The remaining proposed financial assistance was approved
in several stages from June through August 2017. As of August 25, 2017,
all of ARPA-E’s competitively selected funding opportunity
announcements, renewals, and determinations for noncompetitive
financial assistance, where selectees had been selected for negotiation,
were approved by the review team, representing roughly $265 million, or
93.1 percent, of all ARPA-E funding reviewed by the team.

_______________________________________________________________________________________|]
Figure 2: Cumulative Funding for Advanced Research Projects Agency-Energy
Financial Assistance Approved by Department of Energy’s Review Team, by Date

Dollars (in millions)
300

$261.8 $262.6 $265.1

$249.3
250

$229.3

200

$158.3

150

100

50

May 18 June 7 June 20 July 24 Aug. 10 Aug. 25
Approval dates of fiscal year 2017 financial assistance
Source: GAO analysis of Advanced Research Projects Agency-Energy data. | GAO-18-278
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DOE Office of Management officials also stated that the financial
assistance review team made a decision early in the course of the review
to honor all existing DOE commitments to fund new work. These officials
said that this extended to commitments made to entities that had been
selected for award negotiations, even though the department does not
officially commit to providing funds until such negotiations are completed
and the award is finalized. However, according to ARPA-E selectees we
interviewed, this message was generally not communicated to them,
which led to uncertainty about whether their projects would be funded. In
contrast, the review team recommended that the DOE Chief of Staff
cancel ARPA-E’s Facsimile Appearance to Create Energy Savings
funding announcement, which had accepted full applications but had not
selected any applicants for award negotiation. This opportunity would
have funded the development of advanced information technology that
could allow for three-dimensional digital representation of a person in a
room nearly indistinguishable from the person being there in real life,
which might allow for increased telecommuting. DOE Office of
Management officials told us that the review team reached this
recommendation in part because this technology was already being
funded by the private sector. As of November 2017, DOE Office of
Management officials said the review team had cancelled 3 other DOE
funding announcements as a result of the review.™

According to information we collected, DOE’s review of ARPA-E financial
assistance, as part of the DOE-wide review process, did not require the
President to send a special message under the Impoundment Control
Act."® Specifically, the delay in obligating ARPA-E funds for financial
assistance examined through DOE’s review process was for
programmatic reasons. DOE officials explained that the purpose of the

"Two of these funding announcements were provided by the Office of Energy Efficiency
and Renewable Energy, and the third was provided by the Office of Energy Policy and
Systems Analysis.

The Impoundment Control Act operates on the premise that when Congress
appropriates money to the executive branch, the President is required to obligate the
funds. GAO, Response to Request Concerning Deferral of Budget Authority, B-203057
(Washington, D.C.: Sept. 15, 1981). The act does authorize the President to impound, or
withhold the obligation of funds, in certain circumstances. Pub. L. No. 93—-344, title X, §§
1001-1017, 88 Stat. 297, 332 (July 12, 1974)(codified as amended at 2 U.S.C. §§ 681—
688 (2017)). The President must notify Congress of a proposed impoundment by
transmitting a special message. 2 U.S.C. §§ 683-684 (2017).
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DOE'’s Financial
Assistance Review
Created Uncertainty
for ARPA-E
Selectees, Which Led
to Delayed Project
Timelines and
Staffing Difficulties,
among Other Impacts

review was to ensure that the agency’s financial assistance aligned with
the priorities of the current administration. 617

According to the 10 ARPA-E selectees we interviewed, DOE’s financial
assistance review process created uncertainty, which led to a variety of
impacts—the most frequently cited of which were potentially delayed
project timelines and difficulties staffing project teams. Selectees told us
that they received little communication from ARPA-E during the review
process, and they indicated that additional information about review
timelines and potential effects on their awards would have helped them
manage some of the uncertainty they experienced during the review
process. DOE Office of Management officials said the fiscal year 2017
review process helped to better identify and coordinate future financial
assistance department-wide on crosscutting issues. DOE is conducting
the fiscal year 2018 review process prior to publicly issuing funding
announcements. As a result, DOE Office of Management officials said,
the delays and uncertainty that selectees experienced in fiscal year 2017
should be reduced.

In our structured interviews with ARPA-E selectees, the most frequently
cited impact of the uncertainty caused by DOFE’s financial assistance
review was the potential need to delay project timelines. All of the ARPA-
E selectees we interviewed told us that they might need to extend their
project timelines because of uncertainty caused by DOE’s review. Four of
these selectees noted that the delay caused by DOE’s review could
cause additional, cascading delays in their timelines. For example, 1
selectee we interviewed said that it would need to re-issue a hiring
announcement it had publicized prior to the review because the review

6Not all delays constitute a reportable impoundment under the Impoundment Control Act.
Legitimate programmatic delays may occur when the agency is taking reasonable and
necessary steps to implement a program, even though funds temporarily go unobligated.
GAO, Impoundment Control: Deferral of DOD Budget Authority Not Reported,
GAO/OGC-91-8 (Washington, D.C.: May 7, 1991); GAO, Impoundment Control:
President’s Third Special Impoundment Message for FY1990, GAO/OGC-90-4
(Washington, D.C.: Mar. 6, 1990); GAO, Rural Construction and Improvement Loan
Programs Operated by the Farmers Home Administration, B-115398.51 (Washington,
D.C.: Sept. 28, 1976).

"GAO’s Office of the General Counsel recently sent a letter to inform Congress of an
impoundment of $91 million of ARPA-E funds in fiscal year 2017 that were not allocated to
any financial assistance awards. Accordingly, the reported impoundment was not related
to DOE’s financial assistance review process. GAO, B-329092.
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prevented it from hiring someone. In addition, the selectee would need to
resubmit the hiring announcement to the university and state human
resources departments for approval, which could take months to process.
Another selectee said that it missed 2 months of a 3-month planting
season because it could not start project work, and had the delay lasted
any longer, the selectee would have missed an entire year of data
collection on the project.

Selectees also cited challenges to staffing project teams as a result of the
uncertainty caused by the review. Selectees stated that delays caused by
the review affected their ability to hire team members they had planned to
hire based on their original schedule, as potential members moved on to
other projects or took different jobs. For example, 9 selectees told us that
they delayed hiring new project team members while DOE’s review was
occurring. Four selectees we interviewed said that they had difficulty
retaining staff during the review process. For example, 1 selectee had to
lay off 2 of the company’s 15 staff members because of the delay in
receiving funding, and several other staff members left voluntarily.
Furthermore, the selectee said laying off these staff members resulted in
an increase in the company’s unemployment taxes, which was expensive
for a small-sized company. Four other selectees that we interviewed said
they had to assign existing project team members to other funded work or
general activities because they could not begin work on their ARPA-E
project until they received funding.

Selectees we interviewed cited additional impacts associated with the
uncertainty caused by DOE’s financial assistance review. These impacts
included:

« Delaying equipment purchases. Four selectees reported that they
had to delay purchasing important equipment needed to execute their
project. One selectee noted that the delay caused by the review was
long enough that price quotes it had received from equipment sellers
expired, and that prices could increase in later quotes.

« Changes to project scope. Two selectees told us that they might
need to limit the planned scope of their projects to be able to complete
them in the proposed timeline. For example, 1 selectee said its project
involves helping to scale up three to four different technologies a year,
which it might not be able to do if it has to adhere to its initial
timeframes.

« Loss of advantage against potential competitors. Four of the
selectees we interviewed said that the delay may have caused their
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technology to fall behind their potential competitors in some way. For
example, 1 selectee noted that it was working in a competitive
environment for its technology, with ongoing efforts in multiple
countries, and reported that its project might have fallen behind
others’ efforts as a result of delays associated with DOE’s review.
However, 4 other selectees said that the review was not likely to
cause any loss of competitiveness.

« Impacts on external project partners. Three selectees noted that
DOE'’s review caused uncertainty for partners on their projects,
including partners that provide external funding. For example, 1
selectee told us that private investors in its technology area are most
active in the fall and that its project team might not be able to seek a
second round of funding if it could not demonstrate the necessary
technical results of the project by then.

« Impacts on pre-award spending reimbursements. One selectee
reported that it had to cease certain pre-award spending. The
selectee said that it spent roughly $10,000 on equipment and 150
hours of labor prior to DOE’s financial assistance review, but it could
not submit invoices for these expenditures to ARPA-E while the
review was ongoing and would not be able to if its project was
ultimately not approved. Furthermore, the selectee said that even if
the award was approved, the delay might result in expenditures falling
outside the 90-day window of allowable pre-award expenditures,
which would require obtaining approval from ARPA-E to be
reimbursed.

Selectees we interviewed also stated that they received little
communication from ARPA-E during the review, which contributed to the
uncertainty about the status of their projects. Specifically, 6 of the
selectees said that they would have liked additional information from
ARPA-E on a variety of topics related to the review. For example, 4
selectees said they would have liked additional information about the
review timeline and when it was planned to be completed. One of these
selectees told us that a written document from ARPA-E indicating a rough
time frame and next steps would have helped facilitate better planning for
their project team. Two selectees we interviewed wanted additional
information about whether they could renegotiate their timelines once the
review was completed. Three selectees told us that they would have liked
additional information about whether the review would cause them to lose
their funding. ARPA-E officials we interviewed told us that they made
three separate requests to DOE’s Deputy Chief of Staff to learn what they
could communicate to selectees about the April 6, 2017, verbal order and
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the review process. ARPA-E officials told us that they were directed by
the Deputy Chief of Staff not to communicate with selectees about the
verbal order until receiving guidance from his office. ARPA-E developed
proposed language to share with selectees but did not receive approval
from the Deputy Chief of Staff to distribute it. DOE Office of Management
officials we interviewed told us that they did not issue guidance to ARPA-
E or other DOE funding organizations about how the organizations should
communicate with selectees during the review.

In contrast to its fiscal year 2017 review, DOE began its 2018 financial
assistance review in August 2017, prior to publicly issuing funding
announcements. On August 10, 2017, DOE’s Office of Management sent
an email to DOE funding organizations directing them to submit
descriptions of their proposed financial assistance by September 8, 2017.
Because the review will occur prior to publicly issuing funding opportunity
announcements, and thus before any recipients apply or are selected,
DOE Office of Management officials said the delays and uncertainty that
selectees experienced in fiscal year 2017 should be reduced.

DOE Office of Management officials told us that—aside from changing
the timing of its 2018 financial assistance review—the review team'’s
membership and evaluation criteria will be largely the same as for the
fiscal year 2017 review. The officials said that they discussed the review
process with senior leaders in DOE’s funding organizations to help
ensure that they understood the priorities, expectations, and steps of the
review process. The officials also told us that the review team developed
additional guidance to clarify certain issues that arose during the fiscal
year 2017 review. This additional guidance included:

e« On August 17, 2017, funding organization managers were informed
that continuation awards—those where the activity is presently being
funded—would be exempt from submission to the review team and
can continue to move forward.

« On August 29, 2017, funding organizations were informed that they
should identify financial assistance that falls under one of seven
crosscutting research issue areas.'® According to DOE Office of
Management officials we interviewed, a key benefit of the fiscal year

8These crosscutting research issue areas are: (1) science, technology, engineering, and
mathematics training; (2) energy storage; (3) grid reliability; (4) cybersecurity; (5) the
energy-water nexus; (6) critical materials; and (7) transportation.
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Agency Comments

2017 review process was that the review team noticed that DOE had
several funding announcements at multiple funding organizations
related to these areas. DOE’s funding organizations may be able to
coordinate to issue a consolidated funding announcement in these
crosscutting research issue areas, to ensure efforts are
complementary and not duplicative. Furthermore, DOE Office of
Management officials we interviewed said that knowing which funding
organizations are funding work in these areas will support DOE
meetings on crosscutting issues.

We provided a draft of this report for review and comment to the
Secretary of Energy. DOE provided technical comments, which we
incorporated as appropriate.

We are sending copies of this report to the appropriate congressional
committees, the Secretary of Energy, and other interested parties. In
addition, the report is available at no charge on the GAO website at
http://www.gao.gov.

If you or your staff members have any questions about this report, please
contact me at (202) 512-3841 or neumannj@gao.gov. Contact points for
our Offices of Congressional Relations and Public Affairs may be found
on the last page of this report. GAO staff who made key contributions to
this report are listed in appendix I.

Sincerely yours,

g9

John Neumann
Director, Natural Resources and Environment
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