Financing renewable, efficient energy for
sustainable business
Over the past several years energy-efficiency in business has changed from a
nice-to-have to a necessity. With skyrocketing energy costs and dwindling natural
resources, smart business is investing in efficient, renewable and sustainable energy.
Nedbank Business Banking wants to partner with you to take your business to the
next level. We have experience in financing energy-efficiency and renewable-energy
projects of all sizes.
Government has introduced many incentives to make energy-efficiency and renewable
energy more attractive, while Nedbank offers financing for outright purchases.
Third-party ownership financing is also available for certain qualifying projects.

Becoming an energy smart business
There are numerous energy-related factors impacting your ability to do business, and
the smart business owner should look at ways to reduce energy consumption and cost
to become more energy resilient.
Onsite renewable energy, particularly rooftop solar photovoltaic energy (solar PV), is
becoming more and more prevalent and attractive.

Reasons to become energy smart
•

•
•

1

Save money: Average Eskom electricity prices have increased by 300% over
the past eight years1, with above-inflation price increases already announced
for the next two years. At the same time, the price of solar PV has come down
dramatically in recent years, and offers users a predictable electricity price for
20 years or more.
Back up supply solution: Power supply interruptions can have a negative effect on
any business. Renewable energy combined with battery storage can form part of
a backup solution that will ensure continued productivity.
Reduce greenhouse gas emissions: Every 1 000 kilowatt-hour of renewable
energy avoids one tonne of carbon dioxide emissions. With the recent global
agreement on climate change, growing consumer pressure and increasing
regulation all driving towards a low-carbon economy, renewable energy can help
businesses on that journey.

Eskom. 2016. Historical average prices 2015.xls. Available at:
http://www.eskom.co.za/CustomerCare/TariffsAndCharges/Pages/Tariff_History.aspx Accessed on 26 April 2016.
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Renewable-energy capacity is growing
Renewable energy has grown significantly across the globe over the past few years.
By the end of 2014 around 550 gigawatt (GW) of solar- and wind-energy capacity had
been installed worldwide, up from about 50 GW a decade earlier.2 In many parts of the
world solar and wind power are now as cheap as, or cheaper, than electricity from
fossil fuels.
South Africa has seen a similar boom in renewable energy over the past five years.
Since 2012, more than 4 GW of utility-scale renewable-energy capacity has been
commissioned and government has already approved additional projects with a total
of more than 2 GW. South Africa is particularly attractive for solar energy, as our solar
resources are some of the best in the world. Our solar irradiance is 33% better than
Germany’s, where more than 5% of all electricity is produced from sunshine.3
While large, utility-scale projects make up the biggest portion of renewable-energy
capacity, onsite or embedded energy generation has also grown significantly. Over the
past five years the global investment in small-scale solar projects has equalled 90%
of the investment in utility-scale solar projects.4 In South Africa around 120 megawatt
(MW), or 0,12 GW, of rooftop solar PV capacity had been installed by the end of 2015.5
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BP. 2016. Statistical Review of World Energy, 2015
SolarGIS. 2016. Solar Radiation Maps: Global Horizontal Irradiation (GHI)
Bloomberg New Energy Finance. 2016. Clean energy investment: By the numbers – End of Year 2015
GreenCape. 2016. Market Intelligence Report. Energy Services: Energy efficiency and embedded generation
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Nedbank’s renewable-energy expertise
At Nedbank we believe that renewable energy is a critical part of building sustainable
business for the future. That’s why we are a leading advisor and financier of South
Africa’s Renewable Energy Independent Power Producers Procurement Programme,
participating in all four rounds and funding all the various technologies. We have also
participated in several large renewable energy deals elsewhere in Africa, such as the
Lake Turkana wind power project in Kenya.
But it’s not just clients who benefit. We have implemented extensive energy efficiency
measures across our own operations and have rolled out renewable-energy solutions
in several of our own buildings across the country. This includes the first off-grid
branch in the country.
With this experience as a solid foundation, Nedbank Business Banking focuses on
financing energy efficiency and embedded energy for businesses. We have already
helped many businesses to invest in renewable energy solutions. We understand
the importance of doing appropriate needs assessments, working with the right
technology providers and structuring the right financing solutions to maximise the
benefit of a renewable energy investment.

Energy audits highlight easy pickings
The immediate savings of embedded energy make it a very attractive option for most
businesses, but ideally it should form part of an overall energy management approach.
Before investing in renewable energy generation, you should first consider how your
business can conserve energy and implement energy efficiency measures. An energy
audit, conducted by a qualified energy specialist, can help to identify opportunities
that can save you considerable amounts of money. There are many accredited energy
auditors across the country.

A nationwide energy audit drive, the Private Sector Energy-efficiency Programme,
ran for two years and included just over 1 100 site visits that identified annual energy
saving opportunities of close to 2 100 gigawatt-hours. On average, these interventions
had a financial payback period of 2,3 years.6 Easy cost savings can be achieved by
curtailing maximum demand, thereby reducing the kilo-volt amps (kVA) charge and
ensuring the appropriate tariff structure.

Financing energy-efficiency and renewable-energy projects
Nedbank Business Banking offers various financing solutions for renewable energy.
If you prefer to own the system, we can assist with a financing structure that is most
suitable for your needs. If you want to use renewable energy but don’t want to buy the
system outright, and would just like to benefit from the system output, we can help
you with third-party ownership solutions, with selected system developers owning the
system.
In all cases we consider every client’s unique risk profile and the specifics of the
project. Some of the project-specific information that we consider are the following:
•
•
•
•
•
•
•

Historic electricity consumption and spend (ideally for the past 12 months).
The electricity demand profile, including minimum and maximum demand.
The expected energy yield for a specific site, eg solar irradiance.
Whether the preferred installation is grid-tied, off-grid or hybrid and if it
incorporates energy storage technology.
The expected financial savings and cashflow implications.
The quality of the equipment supplied (especially PV panels and inverters),
product warranties and operating and maintenance arrangements.
The credibility of the contractor and the installer.

Ideally, the contractor will give you this information as part of its proposal.
It is important to choose credible renewable-energy suppliers and installers. As yet,
there are no official local standards and accreditations, although several industry
bodies and industry best practices can provide valuable guidance in making an
informed selection. The growing South African renewable energy industry includes
many credible companies that provide technical expertise. Industry bodies such as
the South African Photovoltaic Industry Association, the Sustainable Energy Society
of Southern Africa and the South African Alternative Energy Association are a good
starting place to find some guidance.
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NBI. 2016. The Private Sector Energy-efficiency Programme: Two years of focussed energy-efficiency interventions in the private sector 2013-2015.

Outright purchases
The main reason for outright purchases of renewable-energy technology is that a
business is able to benefit from all the savings for as long as the system remains
operational. Given that PV panels often come with guarantees of as long as 25 years,
you can enjoy the benefits of virtually free electricity once you have paid back your
financing. We offer various solutions for financing outright purchases. Standard terms
and conditions apply in all cases.

Term loans
A medium-term loan may be repaid annually, periodically or monthly. The loan
may be part of an existing facility or for the specific purpose of renewable energy.
This solution takes into account the longer payback period of renewable-energy
equipment and is available for a term of up to 10 years.

Asset-based finance
You can fund the equipment under an asset-based financing option, amortising over
the applicable period of time. The asset is ringfenced and all associated financing
costs can therefore be easily identified for accounting and taxation purposes.

NedBond
You can finance the equipment through an existing bond over the property where
there is equity in the bond. Depending on the nature of the equipment, the term may
be restructured or run concurrently with the term of the existing bond.

Third-party ownership
If you are interested in renewable energy, but do not want to own and operate the
renewable energy system, we can help with third-party ownership and financing
solutions, with selected system developers owning the system. In this case you will
sign a long-term rental or power purchase agreement (PPA) with the developer,
potentially locking in long-term stable energy prices without requiring any capital.
Third-party ownership can be structured as a rental or through a PPA.

Rental discounting
Rental discounting provides a supplier of goods such as solar panels with access to
working capital finance. As security for the finance provided by the bank, the rental
agreement between the supplier and the enduser, which is usually over a specific
period, is discounted to the bank and the relationship between the supplier and the
bank is then governed by a master agreement. The goods forming the subject matter
of the rental agreement is typically an off-balance sheet item. The prevailing policies
at the time of the rental transaction will determine the manner in which the periodic
payment may be expensed and claimed for tax purposes, but in this case the various
tax incentives may not be available to the enduser.

Power purchase agreement
Developers can contract with endusers to install a system on the enduser’s property
at the developer’s cost. In turn, the enduser would enter into a long-term PPA with the
developer, where the enduser would pay for consuming the electricity generated by the
developer’s system. Such projects would typically be ringfenced into a special-purpose
vehicle (SPV) and the bank could provide debt funding to the SPV. Developers will still
be required to contribute a share of the project cost as equity to the SPV. The bank’s
funding would also be subject to various provisions.

Additional incentives for energy-efficiency and
renewable energy
There are several government incentives for energy efficiency and renewable energy
that can be used, after consultation with your business’s expert tax consultant:
•

•

•
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Section 12L of the Income Tax Act is an energy-efficiency incentive that allows a
once-off 95c/kWh tax benefit for all energy efficiency measures implemented.
To qualify the savings must be verified by a person or organisation accredited by
the South African National Energy Development Institution. This incentive is in
place since 1 March 2015 and will be available until at least the end of 2019.7
Section 12B of the Income Tax Act offers accelerated depreciation for renewable
energy machinery and implementation costs. It allows for a one-year 100% tax
allowance (amended from three-year 50:30:20 before) for movable assets used
in the generation of electricity from PV solar energy of less than 1 MW. The
increased allowance will apply to assets brought into use in tax years starting on or
after 1 January 2016. This incentive has a significant positive impact on cashflow,
assuming a business has taxable income.8
Although most embedded renewable-energy projects will consume all the
electricity the system generates, it is sometimes possible to supply excess
electricity to the grid. Your business will then be credited for the electricity it
supplies to the grid at a rate determined by the local electricity provider (Eskom or
local government). This is called a small-scale electricity generation feed-in tariff.

SANEDI. 2016. Energy efficiency tax incentive for registered business: section 12L Income Tax Act
South African Institute for Tax Professionals. 2016. Powering up: A look at section 12B allowance for renewable energy machinery. 19 January

Real client experiences
Energy-efficient farming
A large, diverse farming business wanted to use a PV system for irrigation, cooling,
packing stores and running electrical equipment. They received an initial quote of
R24 million for a 750 kilowatt (kW) solar PV plant. After approaching Nedbank, they
were advised to conduct an energy audit and get alternative quotes. The result?
They started with a smaller 260 kW plant and expanded it in three phases.
All three phases were credit-approved for R17,5 million on a 120-month
term loan. Nedbank’s input saved the client R6,5 million on its system and
additional savings were achieved by implementing the energy-efficiency
recommendations highlighted by the energy audit.
‘We received a vast amount of input from Nedbank, which included introductions to
the French Development Agency. This introduction resulted in a grant being paid to our
company and it has opened doors for us to other business networks that could be useful to
us in the near future. Nedbank also facilitated an energy audit, which finds better ways of
improving energy use on the farm. This was overall a good experience.’

Growing with renewable energy
A company specialising in growing indoor potted plants approached Nedbank for a
R20 million loan to finance a solar collector system with heat storage tanks for the
indoor plant nursery. Previously, they used coal-fired boilers for heating, but wanted
to reduce their carbon footprint in response to changing customer preferences. The
boiler will now only be used as an emergency backup. We structured a six-year loan
for the company at a competitive interest rate.
The solar collector system will result in initial savings of almost R3,5 million each year
on coal, boiler repairs and electricity. As the solar collector system has a
20-year guarantee, these savings will continue for a long time. The business is also
less vulnerable to the fluctuations in the coal price and transportation costs. Finally,
carbon emissions and air pollution have been greatly reduced through an 80%
reduction in coal use.
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