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“The financial support of local and regional entities is very
important for the financing stage of geothermal plants”

Kerry McDonald, CEO Power West Indies

Geothermal Project

Financials

The emphasis on clean renewable energy has led governments
around the world to introduce support mechanisms and incentives
to increase investment in clean energy technology. Such measures
are helpful in attracting new investors to the sector but at the end
of the day, if geothermal development is not a profitable business,

it will not develop further.

Geothermal development projects

are characterized by high upfront
investment and long lead times, that is
to say the development of a geothermal
resource from the initial exploration
phase to the operational stage can take
several years. Understanding the initial
capital outlay required and the main
cost drivers, the sources of revenue and
the operating costs over the lifetime of
a project are essential to any investor
interested in the geothermal sector.

KPMG's report presents a thorough
analysis of:

e Capital investment and the cost of
developing geothermal projects

e Geothermal power plant revenues

e Operations and maintenance costs of
geothermal power plants

e Project financing geothermal
development

Cost breakdown of typical
geothermal development
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Geothermal
Financing

The financing options available for any development project will
reflect the risk structure of the project and the markets knowledge
of the sector. The less the market knows about a specific sector,
the harder it will be to attract financing.

Geothermal development has
historically been a very small sector in
most countries, dominated by publicly
owned utilities. As a result investors do
not have the same level of knowledge
about geothermal energy as they do
with conventional sources of energy.

The privatization of public utilities
and the emergence of pure-play
geothermal developers in the last
two decades has lead to a dramatic
increase in publicly listed geothermal
developers competing in the equity
markets. Early phase geothermal
development is highly dependent on
equity financing.

“The dry period in geothermal development in the
U.S., in the 1990’s, was down to a lack of incentives

and very low gas prices”

Yehudit “Dita” Bronicki, CEO Ormat Technologies

In the current economic climate
financing geothermal development
has become more challenging. The
financing options that were available
for geothermal development before
the economic crisis of 2008 are more
difficult to find today, especially debt
financing.

KPMG's report offers investors and
geothermal developers an insight
into the various sources of financing
currently available for development
projects. Our report highlights:

e FEquity financing
e Debt financing
e Government support mechanisms

e Financing the different stages of
geothermal development

e Risks involved in geothermal
development

® Risk mitigation schemes
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Market Outlook

KPMG's report indicates that the geothermal power sector is at a
critical point in its evolution. For the last two decades, development
has slowed down around the world but things seem to be turning
around once again and the industry is bracing itself for a new

growth period.

Spurred on by a global awareness of
the need to move from fossil fuels,
governments around the world are
introducing the measures needed

to increase investment. Those
measures have attracted a new type of
geothermal development company to
the sector. Pure-play developers have
emerged that are focused on resource
development rather than power plant
operation.

Technological advances promise to
widen the scope of the geothermal
sector, opening up new opportunities in
markets across the globe.

KPMG's report provides analysis of
the geothermal market from different
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perspectives. We take an objective look
at the current situation of the sector and
try to asses where it is heading. Our
report looks into:

e The historical evolution of geothermal
development with a regional
breakdown in the last 50 years

e Anassessment of the current
geothermal project pipeline and
estimated increase in installed
capacity

e \Which markets are expected to see
the most growth in the near future

e The evolution of generation
technology and future development

¢ Financing options currently available
for geothermal projects
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