
September 3, 2015 

Responses from the World Bank on the proposal entitled, 

Dedicated Private Sector Program (DPSP) Turkey Geothermal Development Project 

 
 

1. The expected results on CO2 and leverage consistently apply an assumption that only 40% of all 
projects under component 2 will utilise the CTF supported RSM. Shouldn’t this CTF attributable 
40% assumption apply to the total expected results on MW as well?  Further could you clarify 
whether this is actual installed capacity or just confirmed capacity.  The total cost per MW would 
suggest the former 
 

Team Response: The comment is accurate.  Indeed the PAD uses only the 72 MW of installed 

electricity generation capacity (Component 2) as the basis for calculation of CO2 reductions.   

The PAD currently does not attribute CO2 reductions from the remaining confirmed energy under 

Component 1 (208 MW).  The team would be happy to revise the calculation upward to reflect 

the CO2 reductions attributable to a higher proportion of the Component 1 projects that are likely 

to generate electricity within the economic life of the project.  

 

2. Could you please provide more detail on how the substantial risks on p14 will be mitigated? 
 
Team Response: There are three substantial risks identified in this section. Please see the 

mitigation measures that are in place for each risk; 

- Technical Risk: This risk is associated with the inherent high risk of geothermal energy 
development, for which there are not real mitigation or hedging available. This is why geothermal 
energy development, though renewable, relatively clean and reliable, is difficult. RSM rules will 
ensure that proper preparation and survey has been conducted to reduce the risk as much as 
possible, by employing the expertise of the RSM consultants. The upfront fee for the RSM will also 
not only increase sustainability of the RSM mechanism, but also reduce the risk of moral hazard 
actions taken by non-serious investor. 

- Institutional Risk: This risk is associated with the high risk of building a new mechanism, by a 
ministry which does not have much experience in such operations. The risk is being mitigated by 
hiring of RSM consultant, who will be selected based on expertise, knowledge and experience. 
MENR will also appoint team of professionals to “shadow” the consultants and absorb the 
expertise provided by the consultant. The aim is to also develop the institutional capacity, as well 
as to ensure that the institutional risk identified is adequately mitigated. 

- Fiduciary Risk: This risk is associated with lack of experience by the MENR in operating such 
mechanism as well as being the implementing agency for the World Bank financing. The risk will 
be mitigated using the experience already gained by the General Directorate of EU and 
International Affairs (GDEU) which is a financial management/procurement process 
implementation unit within the MENR. GDEU will be supporting the General Directorate of 
Renewable Energy (GDRE) in implementing the RSM. The GDEU team is already implementing 
three technical assistance projects funded and managed by the World Bank, and is already familiar 



with the process. However, the risk was identified as substantial since their experience is relatively 
recent and the process will include coordination between two departments. To ensure 
compliance with all relevant policies, there will be close monitoring and consultation provided by 
the fiduciary specialists who are based in Turkey (both procurement and financial management). 
The local based specialists have already been providing consultation and training for the relevant 
staff, and will continue throughout the project life. 
 

3. We note that there is an IFC project in Turkey trialling market based insurance mechanisms for 
exploration risk.  
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/cb_ho
me/news/feature_turkey_mar2013  It would be interesting to hear to what degree the 
clientele/area considered is different? How can you ensure that the subsidy element of the RSM 
will not distort this attempt to build on private instruments? 
 

Team Response: We are fully coordinated with the IFC team which is implementing the Geofund 

project and making use of the experience. The project aims to support the drilling exploration 

stage of geothermal energy development, as this project also does. However, our understanding 

is that the IFC project is funded by GEF funds, which is very limited and insufficient for a scale up 

at par with the opportunities in Turkey.  

During project preparation through the organization of 2 round tables with private developers 

and numerous bilateral meetings with private developers, Team has identified a substantial 

number of potential developers that lack financing in geothermal development, well beyond the 

few supported by IFC.  As far as we know, the IFC team does not have any plan on a follow up 

project or scale up to the Geofund.  

 

4. We are concerned that the CTF funds are effectively replacing subsidy/support previously 
provided by the MTA, and that CTF funds will effectively be freeing up MTA resources for mining 
extraction.  We would like to see more details of MTA can no longer provide this support?  We 
would also be more comfortable with the project if the government had a stake in the RSM and 
had an ownership of the project, considering public support will continue to be crucial. 
 

Team Response: Historically, MTA used to take significant early stage geothermal risk by carrying 

out exploratory drilling, but since 2007 their mandate has changed.  Based on Law 5686 of 2007 

(Law on Geothermal Resources and Mineral Waters), the sector was opened up to encourage 

private sector participation and MTA from then had no special privileges.  As any other entity, 

MTA can apply for exploration licenses, can carry out exploration studies, and can sell any 

resulting concession rights to private developers.  However, since MTA only carries out limited 

exploration and drilling activities to identify geothermal sites (usually 1 drilling with medium 

depth), there will be no diversion of MTA resources to other activities.    

The Government is taking full ownership of the project by allocating 7 professionals full time for 

this purpose, setting up a dedicated project implementation unit and also will be requesting 

expertise to be provided by the relevant agencies such as MTA and MENR General Directorate of 

http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/cb_home/news/feature_turkey_mar2013
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/cb_home/news/feature_turkey_mar2013


Mining Affairs. The institutional capacity built during this project will serve to promote further 

geothermal development in Turkey and leverage the funds provided under this project.  


