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Why 1 MW Solar Projects Struggle with Financing

Ever wondered why mid-sized solar projects often hit roadblocks in China's booming renewable sector? Let's
face it--the upfront cost for a 1 MW solar power plant hovers around $700,000, which isn't exactly pocket
change. Banks typically require 30% equity, leaving developers scrambling for $210k before even considering
interest rates.

Here's the kicker: While Chinainstalled 216 GW of solar capacity in 2023, smaller projects account for barely
15% of new installations. Why? Well, lenders often view them as "too small for due diligence but too big for
microloans.” It's like being stuck between arock and a hard place.

Smart Financing Models Making Waves
But wait, there's good news! State-backed initiatives are changing the game. The China Development Bank
now offers green energy |oans with:

10-year repayment terms (up from 7 years)
Interest rates as low as 3.85%
Collateral flexibility accepting solar assets

Take Guangdong's 2023 pilot program--they've slashed approval times from 90 days to 45 days for projects
under 5 MW. As one Shanghai-based developer put it: "It's like finally finding the right key for a stubborn
lock."

How Jiangsu Developers Secured $420k Loan
A farming cooperative in Xuzhou wanted to install panels on 8 acres of unused land. Through a blended

financing model:

30% equity from member investments
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50% through solar project financing from ICBC
20% vialocal government subsidies

The kicker? They're now selling excess power to nearby factories at $0.11/kWh--20% above grid prices. Not
bad for a project that almost didn't get funded!

The 5-Step Loan Approval Journey

Let's break down what actually happens when you apply for bank loans in China's solar sector:

Phase 1: Site assessment teams swarm your location like bees to honey. They'll scrutinize everything from sun
exposure patterns to local grid capacity. One developer in Hebel |earned this the hard way when shade from a
neighboring building reduced their loan eligibility by 18%.

Phase 3: Thisis where most applications stumble. Banks want airtight power purchase agreements (PPAS). A
Ningxia project boosted approval chances by 40% simply by securing dual buyers--a local utility and a data
center.

Quick Answersfor Solar Investors
Q: Can foreign companies access these |oans?
A: Yes, but through joint ventures with >51% Chinese ownership in most provinces.

Q: What's the typical debt service coverage ratio?
A: Most banks demand 1.3x-1.5x, though some green funds accept 1.2x for projectsusing Tier 1 panels.

Q: How does China's solar loan market compare to India's?

A: Interest rates here are 2-3% lower, but collateral requirements are stricter. Rgjasthan's 1 MW projects often
get 90% financing vs. China's 70% standard.

Y ou know what's ironic? The same banks that once dismissed solar as "hippie energy" now compete to fund
projects. As we head into 2024, one thing's clear--the financial sun is rising on China's distributed solar

market.
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