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City of Johannesburg Secures Historic R3.8 Billion Concessional
Loan from German Development Bank KfW to Power
Johannesburg’s Energy Future

* Fixed interest rate of 8.56 % < 15-year repayment term * ZAR-denominated loan — no currency risk

The City of Johannesburg (COJ) announces the conclusion of a landmark loan
agreement with Kreditanstalt fur Wiederaufbau (KfW), the German state-owned
development bank, for a facility of R3.8 billion (equivalent to €200 million) to finance
critical electrical infrastructure investments at City Power Johannesburg across the
2025/26 to 2027/28 medium-term financial years.

This agreement, approved by the Johannesburg City Council, represents one of the
largest concessional development finance facilities ever extended to a South African
municipality and forms a centrepiece of the City’s Just Energy Transition (JET)
programme — a strategic commitment to deliver reliable, affordable and clean energy
for all residents and businesses of Johannesburg.

The City of Johannesburg and City Power wish to emphasise that this agreement
forms part of a broader long-term financial recovery and infrastructure turnaround
strategy that has been under development and implementation over several years.

The City and City Power have consistently acknowledged the significant financial and
infrastructure pressures facing Johannesburg’s electricity network, including an
infrastructure refurbishment, maintenance and modernisation backlog estimated at
more than R40 billion.

As part of this recovery programme, the City and City Power have actively pursued
strategic partnerships with development finance institutions, the private sector, and
other funding partners to support infrastructure investment, network modernisation,
revenue enhancement, operational sustainability, and long-term energy security.

The KfW facility therefore forms part of a series of mitigation measures and turnaround
interventions aimed at strengthening City Power’s financial sustainability while



accelerating infrastructure investment and improving service delivery across
Johannesburg.

Key Terms of the KfW Loan Facility

Term Detail

Loan Facility R3,806,000,000 (R3.8 billion) / €200 million

Lender KfW (Kreditanstalt fiir Wiederaufbau), Frankfurt am Main, Federal Republic
of Germany

Interest Rate Fixed rate of 8.56% per annum

Loan Tenor 15 years (repayments commence May 2031)

Currency South African Rand (ZAR) — fully rand-denominated, eliminating all foreign

currency exchange risk for the City

ODA Classification Official Development Assistance (ODA) — subsidised through the Federal
Republic of Germany’s development budget

Purpose Exclusively for City Power capital expenditure: electricity grid
infrastructure, renewable energy, metering and network upgrades

Why These Terms Are Exceptional

The City of Johannesburg has secured a package that stands out in South Africa’s
current borrowing environment for several compelling reasons:

Fixed Rate at 8.56%: With South Africa’s prime lending rate elevated, securing a fixed
concessional rate at or below 9% — equivalent to only 75 basis points above the
government benchmark bond — provides the City and City Power with significant
interest cost savings compared to commercial borrowing

Zero Currency Risk: The loan is fully denominated in South African Rand. This is a
critical protection for the City, as there is no exposure to Euro/Rand exchange rate
fluctuations — a risk that has historically been a significant cost driver for South African
entities borrowing in foreign currencies.

No Security Required: Unlike most large commercial loan facilities, KfW requires no
pledge of City assets or revenue streams as collateral, preserving the City’s financial
flexibility.

Five-Year Grace Period: Repayments only commence in May 2031, providing the City
and City Power with a meaningful window to implement infrastructure projects, realise
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revenue benefits from improved metering and network performance, and stabilise cash
flows before debt service obligations begin.

ODA-Subsidised: KfW'’s interest subsidies are provided from Germany’s development
budget, making this a development finance instrument designed to support South
Africa’s energy transition at below-market cost.

The City further notes that the scale of Johannesburg’s infrastructure requirements
cannot be addressed through conventional municipal funding mechanisms alone. As a
result, the City and City Power continue engaging additional financial institutions,
development agencies, and private sector partners to explore further infrastructure
funding and blended financing opportunities.

These engagements form part of broader trading reforms and financial turnaround
strategies aimed at supporting infrastructure refurbishment, maintenance programmes,
new technological investments, smart grid development, renewable energy expansion,
network resilience, and the reduction of technical and commercial losses.

The City believes that strategic collaboration between government, development
finance institutions, and the private sector will remain critical in supporting
Johannesburg’s long-term energy transition and infrastructure recovery agenda.

Projects to Be Funded: Transforming Johannesburg’s Electricity
Network

The R3.8 billion facility will finance a focused set of capital expenditure projects across
three financial years (2025/26 to 2027/28), targeting the most critical elements of City
Power’s infrastructure:

Investment Category 2025/26 Budget \ 2026/27 Budget 2027/28 Budget
Primary Network (Bulk) Infrastructure — RI187.9m R641.4m R858.9m
Transformer Replacement & Substation

Upgrades

Secondary Distribution Network — MV/LV ~ R299.2m R498.6m R557.4m
Network Upgrades & Reticulation

Secondary Plant Upgrades — Substation R135.0m R415.0m R334.6m
Automation, Fibre, SCADA, Security

Metering — Smart Meters, Bulk Meters, R145.8m R395.0m R37.3m
Revenue Enhancement

Renewable Energy — Solar High-Masts, R130.0m R150.0m R121.7m
Renewable Projects, Energy Efficiency

Public Lighting — LED Luminaire R85.0m R43.6m R59.5m
Replacement & New Installations

ICT & Digital Energy Mix Projects R40.0m R75.0m R42.5m
Service Connections, Operational Capital R75.0m R135.7m R110.0m
TOTAL R1.097bn R2.354bn R2.254bn
of which: KfW Loan Funding R732.7m R1.753bn R1.484bn



Highlighted Key Projects

Among the specific infrastructure projects to be delivered under this facility, the
following are of significant strategic importance:

Transformer Replacement and Substation Upgrades (Target: 500 MVA of new
transformer capacity by 2028): City Power will replace and upgrade high-voltage
transformers across Johannesburg, including projects at Allandale, Brynorth, Dainfern,
Eikenhof, Hopefield, Mondeor and Ruimsig substations. The upgrade programme
eliminates high-risk, aged transformers that are a primary cause of unplanned
outages, directly improving supply reliability for homes and businesses.

Secondary Distribution Network Rehabilitation: Emergency and planned works across
both the North Riding and Reuven distribution areas, refurbishment of medium and low
voltage infrastructure, replacement of aged MV cables, CBD network upgrades and
the conversion of load centres to 11kV will collectively reduce technical losses and
improve network resilience across all areas of the City.

Substation Automation and SCADA (R80 million in 2026/27 alone for RTU
installations): Installing Remote Terminal Units (RTUs), Intelligent Electronic Devices
(IEDs), a fibre optic telecommunications backbone and upgraded network
management systems will enable real-time monitoring and control of the electricity
network, dramatically reducing fault response times and enabling predictive
maintenance.

Smart Metering and Revenue Enhancement (R395 million in 2026/27): The installation
of statistical meters, smart prepaid meters and revenue generation systems will
directly address City Power’s commercial losses — currently at 18.35% of distributed
energy. The target is to reduce commercial losses to 13.2% by 2028, translating into
billions of rands in additional annual revenue for City Power and the City.

Renewable Energy Projects (Solar High-Masts, Solar Streetlights, Energy Efficiency
Programme): These investments advance Johannesburg’s sustainability commitments
and reduce City Power’s dependence on expensive Eskom purchases, lowering costs
for consumers and the utility.

Public Lighting — LED Conversion: The programme targets the installation of 1,700
new public lighting fixtures per year (up from 700 per year), improving public safety
and security in all communities including informal settlements, with specific attention to
gender-sensitive lighting design.

Impact on City Power and the City of Johannesburg

The KfW loan is not simply a financing instrument — it is a catalyst for the turnaround of
City Power and the broader economic and social development of Johannesburg. The
measurable outcomes targeted by 2028 include:

Performance Indicator Baseline Target by 2028
CO: Emissions (tonnes per year) 863,789 t CO2e 736,098 t CO2e (—127,690 t reduction)
Supply Reliability (ASIDI — minutes of 4,697 minutes 4,400 minutes



interruption)

Technical Distribution Losses 11.5% 9.8%

Commercial Distribution Losses 18.35% 13.2%

New Transformer Capacity 0 MVA (baseline) 500 MVA installed
New Electricity Connections 700 dwellings 2,100 dwellings
Public Lighting Installations 700 lights per annum 1,700 lights per annum

The reduction of commercial losses from 18.35% to 13.2% is particularly significant.
Commercial losses represent unmetered and unbilled electricity and are a major driver
of City Power’s financial deficit. At City Power’s current revenue scale, a 5-percentage-
point reduction in commercial losses will generate hundreds of millions of rands in
additional annual revenue - revenue that can be reinvested in maintenance,
operations and further capital improvement without additional borrowing.

The City said the reduction of losses, improvement of revenue collection, and
investment into modern infrastructure remain central to City Power’s long-term
financial recovery strategy.

Over the past several years, City Power has developed multiple turnaround
interventions including revenue enhancement programmes, smart metering initiatives,
energy balancing projects, network rehabilitation, digital monitoring systems, and
operational reforms aimed at improving efficiencies and strengthening the utility’s
financial position.

The KfW facility will support and accelerate many of these reforms by enabling the City
to invest in critical infrastructure while continuing broader efforts to stabilise and
modernise Johannesburg’s electricity network.

The improvement in the ASIDI — measuring the total minutes of supply interruption
experienced by customers — will have direct positive consequences for
Johannesburg’s economy. Load shedding and unplanned outages cost the City’s
businesses and households billions of rands annually. Every minute of improved
supply reliability translates into economic output, employment and quality of life.

Statement from the Group Chief Financial Officer

“This KfW loan represents a breakthrough moment for the City of Johannesburg’s
financial strateqgy and for the people of Johannesburg. We have secured
concessional development finance at a fixed rate of 8.56%, in South African Rand,
with no security required and with a five-year grace period before repayments
begin. These are terms that simply do not exist in the domestic commercial lending
market for municipalities of our size.

More importantly, every rand of this facility will go directly into the ground — into
transformers, cables, meters, substations and renewable energy infrastructure that



will make City Power more reliable, more efficient and more financially sustainable.
We are investing in the backbone of Johannesburg’s economy, and we are doing
so on terms that protect the City’s long-term fiscal health.

“This agreement also demonstrates that the City of Johannesburg and City Power
have been proactive in pursuing sustainable funding solutions and strategic private
sector collaboration to address long-standing infrastructure and financial challenges.
We will continue engaging additional institutions and development partners to support
infrastructure investment, energy reform, and long-term financial sustainability for the
benefit of residents and businesses across Johannesburg.”

We thank the Federal Republic of Germany and KfW for their partnership and their
confidence in the City of Johannesburg’s commitment to the Just Energy
Transition.”

— Tebogo Moraka, Group Chief Financial Officer, City of Johannesburg

Statement from the City Manager

“As the Accounting Officer of the City of Johannesburg, | carry the constitutional
and legislative responsibility under the Municipal Finance Management Act to
ensure that every rand borrowed by this municipality is borrowed prudently,
deployed effectively and repaid sustainably. | am therefore pleased to confirm that
the KfW loan agreement meets that test in full.

The City of Johannesburg is home to over six million residents and is the economic
engine of the African continent. A reliable, affordable and expanding electricity
supply is not a luxury for this city — it is the foundation upon which jobs are created,
businesses grow, and communities thrive. When City Power fails, Johannesburg’s
economy suffers, and it is our most vulnerable residents who bear the heaviest
burden. This investment directly addresses that reality.

As Accounting Officer, | have satisfied myself that this borrowing is within the City’s
approved funding plan, consistent with Council’s mandate, and structured in a
manner that protects the long-term fiscal position of the municipality. The five-year
grace period, the fixed concessional interest rate, the rand denomination and the
absence of any security requirement mean that the City is not taking on excessive
financial risk. On the contrary, we are leveraging Germany’s development
partnership to mobilise capital that would otherwise cost the City significantly more
to access commercially.

| also wish to place on record that this agreement comes with meaningful
accountability conditions — including independent project coordination, annual
audits of procurement and fund utilisation, and rigorous environmental and social
standards. As Accounting Officer, | welcome these conditions. They reinforce the
governance discipline that the City of Johannesburg is committed to demonstrating,
and they give our residents and our partners confidence that this investment will be
implemented with integrity and transparency.



The people of Johannesburg deserve a city that works — a city with lights that stay
on, streets that are safe, and an energy system fit for the twenty-first century. This
loan agreement is a significant step in delivering exactly that.”

—Dr Floyd Brink City Manager, City of Johannesburg Metropolitan Municipality

About KfW and the Just Energy Transition Partnership

KfW (Kreditanstalt fur Wiederaufbau) is Germany’s state-owned development and
investment bank, one of the largest development banks in the world, with a mandate to
finance projects that advance sustainable development globally. This loan is extended
under the Just Energy Transition (JET) Partnership, established as part of South
Africa’s nationally determined contribution (NDC) to reduce CO, emissions in line with
the Paris Agreement commitments. The BMZ project number is 2023 68 280, and the
loan is classified as Official Development Assistance (ODA).

The City of Johannesburg is the second South African metropolitan municipality to
access funding under the JET framework, reflecting the City’s leadership in
responsible fiscal management, energy sector reform and climate action.

ENDS

Issued by the City of Johannesburg
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