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Energy Project Finance Overview 

Nedbank Energy Project Finance serves as the sectoral specialist on behalf of all of 
Nedbank’s various divisions. It is the Energy Industry’s entry point to all of Nedbank’s
product offerings and it will co-opt the required skills from other departments within 
Nedbank to provide a comprehensive service to the client

The Nedbank Energy Project Finance Department itself focuses primarily on limited 
recourse debt financing but will, where circumstances require, structure, arrange 
and/or provide equity funding, as well as provide financial advisory services

The department’s scope also includes the funding of Black Economic Empowerment 
transactions in the energy sector

The Energy Project Finance team comprises 6 individuals from accounting, 
engineering and agricultural backgrounds with over 50 years of combined project 
finance experience in commercial banks and development finance institutions
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Energy Project Finance Sector Scope 

Electricity
– Power generation : conventional coal, liquid fuel, gas and hydroelectric power stations, 

co-generation and renewable electricity generation projects; and 

– Transmission infrastructure

Oil and Gas
– Upstream infrastructure subsequent to the certification of proven P90 natural gas and oil 

reserves.  All exploration activities are excluded with finance being restricted to platform 
development, production and associated bulk transport infrastructure such as pipelines; 
and

– Midstream and Downstream infrastructure to process crude oil and natural gas such as 
oil and gas refineries, petrochemical facilities and bulk transportation and distribution of 
refined products as well as infrastructure required for the production of bio-ethanol and bio-
diesel and distribution to market
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Nedbank Energy Credentials 

Acquisition funding for Tosaco’s
Investment in Total South Africa 

(Pty) Limit

Arranger and Funder

2002

Acquisition of 25% of Sasol Oil

Co-adviser to Tshwarisano

2005

Acquisition of Energy Africa

SA Advisor to Tullow Oil

2004

US$14.9 million re-financing of a 
power plant for the Morila Gold 

Mine in Mali

2004

Arranger and Funder

R350m refinancing of the 600MW 
Kelvin Power Station 

2003

Funder

US$45m of the US$622m 1 200MW 
coal fired independent power 

producer plant in Turkey 

2001

Co-arranger and Funder

Bid to build, own and operate a 
340km extension to the oil product 
pipeline from Eldoret to Kampala, 

Uganda 

2005

Adviser

The Eco Emfuleni Independent 
Power Producer project to build a 
110MW gas fired plant at Mittal
Steel’s plant in Vanderbijlpark

2006

Mandated Joint Arranger

Acquisition of 25% of Caltex Oil 
SA by African Legend

Adviser

2002

US$22,1 million limited-recourse 
funding

Arranger and Funder

2004

DME IPP 1000MW peaking plants 
estimated at $450 million to be 
built in Kwazulu Natal and Port 

Elizabeth

2006

Mandated Lead Arranger for SEI 
Short-listed Bidding Consortium

US$25million funding for Reliance 
Petroleum’s Oil Refinery and 

Petrochemicals Complex in India 

2006

Lead Manager

US$10 million funding for the 
Panda Hereford Ethanol Plant in 

Texas, USA 

2007

Funder

US$16million for the expansion of 
Illinois River Energy’s existing 

50MGPY in Illinois, USA 

2007

Lead Arranger

US$11million for the development 
of the 50MW Khandke in 

Maharashtra, India 

2007

Lead Arranger

US$12million funding for Reliance 
Utilities Limited 728MW gas fired 

power plant in India 

2007

Lead Manager

Management buy out of Rolls 
Royce Power Ventures assets in 

Mali and Tanzania

2007

Lead Arranger and Funder

D4 Power
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Nedbank’s sustainability credentials

Equator Principles for 
Managing Social and 

Environmental Issues in Project 
Financing

Only African Bank Signatory

2006

World Wildlife Fund 
Conservation Partnership 

Only South African Company

2006

JSE SRI Index 
Outstanding Performer 

1st in “low impact” category

2006

United Nations Environmental 
Programme Finance Initiative

1st of only 2 South African 
Signatories

2006

2005 Banker Awards

Best “Emerging Market Bank 
for Corporate Social 

Responsibility”

2005

Financial Times 2006 
Sustainable Banker Awards

Only South African Finalist

2005

Mail & Guardian 
Greening the Future

Winner “Most Innovative 
Environmental Strategies”

2006

Ernst & Young 
Excellence in Sustainability 

Reporting 

Best Placed South African 
Bank

2006

Financial Mail / Unisa
Accountability Rating 

South Africa  

Best Placed Bank

2006

Dow Jones Sustainability Index 
Membership

1 of only 4 strictly South 
African companies

2006
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What is Meant by Project Financing (Limited Recourse Finance)

Project Financing is the funding of a major capital project in which the bank looks
principally to the cash flows of the project as the source of funds for repayment and 
to the asset of the project as security for the loan.

The general creditworthiness of the project sponsor is usually not a significant factor, 
either because it is an entity without other assets or because the financing is without
direct recourse to the sponsors.

An asset like a transmission line, pipeline or power station has no value other than for 
its design purpose in a specific location.

Other generic types of finance include

– Un-secured; Asset Finance, Balance Sheet Finance, Collateral Finance
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Project Finance – Pros & Cons

+-

Enables more Capital InvestmentLenders Control

Financial ConsolidationCost 

Limit Liability (Off Balance Sheet)Documentation and Time
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Global Energy Project Finance (1st Half 2008)

334155.1 (100 Debt)Total All Sectors

Deals ClosedValue US$bnSector

9417.8Renewables

4125.7Power

5356.9Oil and Gas

*Source : Infrastructure Journal
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Project Finance in the Middle East and Africa

In 2007 a total of 71 projects secured US$54billion of debt

Primarily in the Power, Oil & Gas and Petrochemicals sectors

US$10 billion of this debt for projects in Africa

Some energy highlights

– Cahora Bassa Refinancing in Mozambique

– Bujagali Hydro in Uganda

*Source : Infrastructure Journal
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The Project Finance Process

Sponsors identify idea

Feasibility Study (sources of capital, dilution, advisors)

Information Memorandum (comprehensive)

Invite Finance Proposals

Term Sheet

Selection – Appoint Financiers

Due Diligence

Financial Close

Time and money spent
upfront in project

development e.g. appointing
good advisors

increases  the chance
of a successful close

Project Finance is a time consuming process that can take months if not years
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Example of a Project Finance Structure

Fixed price
LSTK Contract

Utility15-Year 
Take-or-pay

Power Purchase

PowerCo15-Year 
Operation

& Maintenance

GasCo15-Year Take-or-pay
Gas Supply

RSA Company

Host Country
Company

Environmental
Authorities

Main Sub-contractors

Mozambican
Government

Contractor
[Rating]

RSA
Boiler 

Manufacturer

RSA 
Civil 

Contractor

RSA 
Electrical 
Contractor

Construction
Permit

40%

60% Implementation Agreement
(Parliamentary Decree)

Shareholders
Agreement & 

Shareholder Loan
Agreement

MozPower
Independent Power

Producer (IPP)

3rd PartyExcess Power 
Purchase 
Agreement

20% Equity

Siemens
Turbine 

Manufacturer

Intercreditor
Agreement

Other Bank 

Nedbank

Security SPV

Facility 
Agreements

CTA &  
Senior debt

Security 
Agreements
& Indemnity

Debt Guarantor
Agreement

Direct 
Agreements

80% 
Debt

Insurance Package and Sponsors Financial Model
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Major Risks

Capital Cost Overrun

Fuel supply & reserves

Production and Operating

Marketing and Sales (sales price lower, market demand)

Relative project competitiveness

Political and Legislative 

Environmental disaster

Financial and Macroeconomic (inflation, exchange rates)
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Current Landscape for Project Finance

Increasing MLA/ECA rolesLower Underwriting Amounts

Advisor Costs?Shorter Tenor Debt

+-

Local Currency FundingLonger Time to Complete Deals

Commodity (input) PricesCost of Funding

Relief on EPC costsTightened Commercial Interbank 
Market

Good deals will still get done
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Team Contact Details 

Gerrit Kruyswijk : Head of Energy Project Finance

Email : gerritkr@nedbank.co.za

Tel : +27 (0)11 295 8402

Paul Holmes 
Email : holmesp@nedbank.co.za

Tel : +27 (0)11 295 5189
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Disclaimer 

This document is confidential, is not for circulation or publication and is for the information of the recipient only. 
The financial arrangements presented by Nedbank Capital, a division of Nedbank Limited (“Nedbank Capital”) 
have been outlined for the benefit and information of the recipient to whom this document is submitted in good 
faith and who are deemed by Nedbank Capital to have accepted responsibility for ensuring that the 
confidentiality of this document will be maintained at all times.

This document is presented to you for discussion purposes only and does not constitute an offer for finance, nor 
an invitation to offer, nor a solicitation or recommendation to enter into any transaction, nor is it an official or 
unofficial confirmation of terms.

The granting of any funding facilities described in this document are subject to, inter-alia, a thorough review of 
the business of the recipient,  the completion of a technical, legal and accounting due diligence, review of the 
underlying cash flows and financial models, negotiation and acceptable documentation to the satisfaction of 
Nedbank Capital and the approval of our internal credit committees. The terms set out herein are not exhaustive 
and are designed to arrive at a mutually satisfactory arrangement for the proposed financing. The information 
contained in this presentation may be completed and / or modified dependent on these reviews and on access 
to additional information.


