
RENEWABLE ENERGY LOAN SCHEME GUIDELINES
Introduction

The Renewable Energy Loan Scheme (RELS) will assist eligible businesses to purchase and install renewable energy generation facilities or manufacture renewable energy technology.
Objective

The aim of the scheme is to provide assistance to Tasmanian organisations that wish to:

1. invest in commercially viable renewable energy systems or
2. manufacture commercially viable renewable energy technologies or components in Tasmania.  

Definitions 
Renewable Energy

The definition of renewable energy for the purpose of this program is energy sources that are replenished by natural processes on a sufficiently rapid time-scale so that they can be used for energy generation more or less indefinitely. Examples of renewable energy include (but are not limited to) electricity generated by wind, solar and hydro.
Any proposal must be able to demonstrate to the satisfaction of the department, that the technology is commercially viable and will result in a sustainable commercial financial benefit to the business.
Distributed or Embedded generation
Distributed or embedded generation refers to systems co-located at a site where generated energy is used.
Genuine wood waste

For the purpose of this program, genuine wood waste is defined as wood pieces or particles which are generated as a by-product from the manufacturing or processing of wood products that excludes wood chips, pellets and fire wood.

Eligibility Criteria
Applications will be accepted from:

1. businesses that are or will become Tasmanian based and produce or significantly value add to goods or services in Tasmania and  are a registered business for the purpose of goods and service tax (GST).
2. community and not-for-profit organisations with a cash flow sufficient to meet its overall obligations.
Organisations Not Eligible for the loan scheme:

· any government body, government agency or government business enterprise or any joint ventures involving such parties.
· charitable organisations.
· organisations that do not commit to be based in Tasmania.
Renewable energy projects will not be considered under the program if they:
· are primarily for domestic use.
· primarily involve research and development of renewable energy systems. This includes funding of pilot sites for technology that is not proven.
· cannot demonstrate a satisfactory loan payback period.  It is anticipated a loan under the Renewable Energy Loan Scheme should be fully repaid over a period not exceeding five years.
· involve the refinance of existing loan/s.
· are resellers of renewable energy equipment (ie. retailers/wholesalers). 

· include costs that have been incurred prior to the receipt of an application.
· have received a material level of state government assistance for this renewable energy project.
· are powered by biomass or bio-fuel which uses native forest as a direct source of fuel unless the generation:

· is embedded and;
· is powered by a genuine wood waste stream; and
· has an installed generation capacity of 200 Kilowatts of electricity or equivalent energy or less.  
Assessment Criteria

Applicants need to provide a business case demonstrating that the renewable energy project provides a reasonable commercial return for their business.  In this context, the business should be capable of fully repaying a loan under this scheme within a time frame not exceeding five years.
For embedded electrical generation systems, the business case must include total annual electrical energy usage, anticipated likely annual amount of power the renewable energy source is expected to generate and total annual cost of electricity used.  
Proposals should demonstrate the renewable energy project provides a suitable payback period that will result in a commercial benefit to the business in the longer term.  
It is a requirement that the applicant owns the property where the renewable energy development is occurring.
Applicants proposing to establish manufacturing facilities will need to complete a business case that clearly demonstrates a market demand for the manufactured product that is also cost competitive with national and international competitors. The business case needs to clearly demonstrate the manufacturing facility has long term sustainability.  Funding of working capital in regard to establishing or expanding manufacturing facilities, is not considered an eligible item under this loan scheme.  In the case of manufacturing applications, there is no requirement for the property to be owned by the applicant.
Applicants must demonstrate that their business has long term viability and has the ability to repay the loan (via up to date financial statements and cash flow budgets, business and marketing plans).
The business must demonstrate that it has sound governance structures and the level of management capability required to implement the project.
It is expected that the level of detail supplied will be commensurate with the size of the funding being sought.    No single factor is determinative; rather, the assessment will balance all relevant factors in coming to a decision. 

General Terms and conditions of RELS
· The package offered under this scheme includes a low interest rate loan of up to 70 per cent of the renewable energy project value plus a grant contribution of up 10% (capped at $100,000 per applicant) on the successful commissioning of the renewable energy project.  Once grant funds have been exhausted, the payment of the grant component cannot be guaranteed. Applicants will be advised once the written application has been received and accepted for processing as to the likely availability of grant funds should their RELS application be approved.
· It is generally expected that applicants will be required to contribute up to 20 per cent of the project’s value, depending on the value of security offered.  The amount of cash contribution by the applicant may need to be increased should grant funding not be available.  This aspect will be negotiated on a case by case basis with the applicant if necessary.
· Funds are to be applied in the following order:

· applicants cash contribution

· loan funds 

· grant funds (subject to availability – see above) paid on the successful commissioning of the renewable energy system.
· Loans generally ranging from $50 000 to $1 000 000 will be considered.
· Loan facilities may be held for up to 12 months following approvals but will need to be fully drawn down within six months of the initial drawdown.

· A loan term of five years applies following final loan drawdown from the department with repayments to be negotiated on an individual basis.  
· Concessional variable interest rate (currently approximately 6.5 per cent as at February 2011) for the term of the loan.  The interest rate will be subject to market fluctuations.
· The loan will need to be cleared in full if the property on which the renewable energy project is installed is sold.

· Proof of relevant approvals (may include local council development approval, Electrical network connection agreements, etc.) must be provided prior to drawdown of any loan or grant funds.
· Regular financial and operational reporting at the discretion of the Department will be undertaken.
· Security for all loans must be provided and include joint and several guarantees from owners or operators of the business, and a charge over the assets of the business.  Other security may be required and will be assessed on an individual project basis.

· A loan establishment fee of 1.0% will be charged based on the amount of loan being sought and payable on acceptance of the loan offer.  The department will meet, out of allocated funds for this scheme, the legal costs normally payable by the applicant to Crown Law to prepare security documentation in support of a successful application under this loan scheme. 
Operation of the Scheme
These guidelines are a general explanation of the scheme.  Specific terms of assistance will be determined and documented with each successful applicant.
The scheme will be open for four years ending on 30 June 2014 and subject to an annual review.  Applications will be assessed on a competitive basis and approval of loans may depend on the availability of funds.  
In the first instance, applicants are requested to ring the departments business point number 1800 440 026, and their enquiry will be attended to by the nearest Regional Development Office.  A Client Manager will be assigned to work with the applicant through the loan application process.
The Department will consider and administer RELS loans under the Tasmanian Development Act 1983.
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