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Is the battery maker A123 Systems’ electric-car play starting to stall?

The Waltham company recently cut its revenue forecast for 2011 by about 20 percent and
laid off a few hundred employees at its Michigan factory after one of its biggest customers,

Advertisement electric-car maker Fisker Automotive, unexpectedly reduced the number of batteries it had
ordered from the company.

Fisker was recently cut off from hundreds of millions in federal funds because it failed to
meet the terms of its government loan.
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) While company officials say A123 is already diversifying its business, it remains dependent
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battery defect on the electric-car business; sales to the transportation sector accounted for nearly 60
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December 30, 2011 A123’s troubles are emblematic of the struggle of the nascent clean-technology industry,

which currently relies on government subsidies as it labors away at developing commercially
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viable products.
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In addition to Fisker’s misfortune, at least two other alternative energy companies that
received hefty financial backing from the Energy Department are in bankruptcy: Beacon

Advertisement Power Corp., a Tyngsborough energy storage company that sold its factory to repay the
government $39 million; and Solyndra, a California solar panel manufacturer that is under
investigation and owes the United States more than $500 million.

For now, the Obama administration remains a strong proponent of clean-technology
companies. In the budget plan he released Monday, the president requested $588 million to
help the industry fulfill his goal of having 1 million electric cars in use by 2015.

Moreover, a recent outside review of the two main Department of Energy loan programs to
clean-energy companies found that the government’s potential losses, while still hefty, have
lessened over time, to $2.68 billion. (A123 received substantial public aid, but the company
says it has fulfilled the terms of those obligations so far.)

But the Solyndra case and other failures are likely to heighten scrutiny of Obama’s
proposals, as they provide more ammunition to critics who have questioned the wisdom of
Washington funding specific companies with taxpayer dollars.
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vehicle, the Karma, but some analysts question whether the company will ever get the
remaining $330 million or so in funding from the Department of Energy.
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