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We would like to thank the members of the CTF Trust-Fund Committee for their 

participation in the discussion about our proposal. Please find below our responses to 

these questions 

United Kingdom’s questions 

Reinvestment 

Could we have a general overview of how the CTF re-investment will work 

in practice. What does the likely interaction of instruments look like? How 

will IDB ensure the effective utilization of concessional finance 

(additionality) and prevent over-subsidisation? 

The reinvestment option was proposed in light of the possibility that some projects 

could require continuous CTF support to finance later-stage drilling and/or project 

development and operation. While the Program was mostly targeted at exploration 

drilling (very high drilling risk; limited amount of wells), given the high cost of 

drilling, relatively short tenor of CTF debt required for each drilling program and 

limited availability of CTF resources, it could be possible to re-direct CTF funds to 

support a second round of exploration drilling, or later-stage drilling and/or 

development of the production field, during which there is still significant 

resource/drilling risk that prevents the project from obtaining commercial debt. In 

addition, CTF resources can also be reinvested after sufficient steam is proven to 

provide long-term concessional or subordinated debt if senior lenders need an 

additional cushion to mitigate construction and operational risk. The reinvestment 

possibility is therefore proposed to ensure a continuum of finance beyond the 

exploration phase, and to prevent that a project with successful exploration results 

cannot further advance given difficulties securing adequate financing. 

One possible sequence in the continued use of CTF resources (i.e. reinvestment) could 

be: 

1) Use as loans convertible to grant to support short term exploration drilling 

2) Upon successful resource confirmation, reinvestment or rollout of CTF 

resources under different instrument and financing terms, more adequate to the 

investment barriers and needs associated with the subsequent phase of 



development, and within the parameters approved by the CTF in the original 

proposal (e.g. short-to-medium term loans to cover potential construction cost 

overruns or long term project loans during construction and operation, both 

without convertibility features). 

Additionality and minimum concessionality (or prevention of over-subsidization) 

would be ensured in reinvestment cases like in any other CTF project through proper 

analysis of: 

a) Whether there are first mover cost and/or specific risk barriers preventing 

investment in the project or access to debt financing on adequate terms that 

justify the use of concessional finance. 

b) Analysis of the impact of available financing terms (including the CTF 

tranche) on the relevant metrics of the project (IRR, DSCR, and/or others, as 

relevant to the project), to understand what is the minimum level of 

concessionality (including type of instrument, size, price, tenor and/or other 

terms) that creates the conditions under which the project can go forward 

(acceptable terms for the multiple stakeholders in the transaction, including 

sponsor, lenders, guarantors, etc.). 

 

Fit with CTF investment criteria 

 The results targets of the original MiRiG proposal were based on the 

successful completion of 1 project with at least 100MW installed capacity 

based on the conservative assumption that drilling is successful in at least 1 

or 2 of the supported projects. However, the original project document stated 

that the program expects to directly enable a minimum of 100-150MW of 

installed capacity as a range and the target was conservative to being with. 

With the addition of further IP finance, intended to be used as loans 

convertible to grants, and the stated aim to support more projects we feel 

that the results target of at least 100MW installed capacity should be revised 

to reflect current expectations and ensure accountability upon TFC 

approval.  

The targets presented in the original MiRiG proposal were based on our preliminary 

engagement with developers, who only provided limited information about their 

projects, as well as information available from public sources. At that point, IDB 

expected to support 2 or 3 projects from the group of the most advanced projects 

(those which had secured an exploitation concession), ranging in target capacities 

between 40 MW and 100 MW per plant. Combined capacity that could be supported 

(through these 2-3 projects) ranged between 90 MW and 200 MW. Given the limited 

information available from project sponsors at such point, and understanding that not 

all drillings would necessarily result into successful/viable projects, IDB proposed a 

target of 100 MW to be successfully installed, which it then considered reasonable 

given all uncertainties involved. 



Since presentation of our original proposal, we have advanced through various stages 

of engagement with project sponsors, including solicitation of expressions of interest, 

signing of non-disclosure agreements, formal requests for information and evaluation 

of submitted information by resource and engineering experts. Based on the 

information provided and our interactions with the sponsors, IDB selected the two 

projects to be supported with the initial envelope of CTF resources (USD 47.7M), 

with combined capacity for the projects’ initial phases of 90 MW. Although this is 

slightly below the 100 MW target, both project developers have the intention to 

increase the size of their projects (indicative phase two target capacities would double 

the installed generation), and the successful development of the first phases is critical 

to create the incentive and confidence for expansion. While IDB could have selected 

other projects aiming for larger initial generation capacities to maximize and exceed 

the original target, the selection criteria was not just based on the maximization of the 

combined capacity to be supported, but the quality, level of development and risk 

associated with the projects and an evaluation of the developer, to maximize chances 

that supported projects would effectively result in installed generation. We found that 

the projects targeting lower plant sizes for their first phases provided more reliable 

assessments and that the available geothermal resource could reach and support such 

capacities.  

The other reason for not increasing the target at the time of submission of the proposal 

(when prepared in February) was that having not yet completed the due diligence and 

structuring of the two projects initially selected, we could not discard yet that some of 

the additional CTF funding may be needed to complete investment needs associated 

with such projects. 

In the current situation, and now with clarity that the additional CTF resources will be 

used to support one more project, we could raise the target to 130 MW, 

understanding: a) if drilling in at least one of the three projects is not successful and 

the project is abandoned such target capacity may not be achieved; and b) that this 

target may be exceeded if the capacity of the third project (still to be selected) was 

higher than 40MW, and/or the successful development of the first phases of the first 

two projects enabled –as explained above- the development of their second phases (in 

such cases total combined capacity enabled by the Program could exceed 200 MW).  

 

Furthermore, could IDB please demonstrate how the amended MIRIG 

proposal meets the CTF cost-effectiveness criteria for investment (CTF and 

total investment cost per tonne)?  

With the new target capacity of 130 MW of geothermal generation, if all projects are 

successful the cost–effectiveness of the investment will be: 

USD 3.7-4.6 of CTF investment/Ton CO2 

USD 47-80 of Total investment/Ton CO2 

 

And as mentioned, cost-effectiveness will increase further if drilling results and 

successful project development of the first phases of the projects allowed for further 

development of their second phases. 



 

Note: the reason that cost-effectiveness figures are presented as ranges is that since 

the third project has not yet been selected, the grid it will connect to (SIC or SING) is 

not yet known, and as a result neither the grid emission factor (which determines the 

GHG abatement potential). 

 

Capex Costs 

We would like to know why they are estimated to be 23% higher than in the 

original proposal (and we would be interested to know whether this is down 

to drilling costs, installation costs, grid connection costs, or other reasons). 

There is currently no geothermal plant in operation in South America thus no 

information on CAPEX is publicly available. Geothermal resources in Chile are 

located in the Andes, which generally present challenging terrain and weather 

conditions. Translating costs from geothermal projects in other regions means 

factoring in variables that are difficult to quantify specifically for this region until real 

data is available. As explained in a previous point, the cost estimates included in the 

original proposal represented the best information available from developers (very 

limited, as a formal evaluation and selection process, along with non-disclosure 

agreements, was not yet in place before CTF funding was confirmed) and other public 

sources. Proxies from other countries or regions (with no operating geothermal plants 

in South America to draw from) had limited value given the differences presented by 

the Chilean geographic and geothermal context and the lack of significant knowledge 

about its geothermal resources and the related geothermal development costs. 

Verification with more accurate, project-specific development plans from sponsors 

was only possible after receiving information from developers in the RFI phase once 

CTF funding was approved. 

We cannot fully assess the source of differences between initial estimates and current 

values, as the former were overall total project cost estimates without breakdowns by 

item or phase. We believe, however, that the drivers of the incremental cost are the 

higher transmission, access infrastructure and rig mobilization costs associated with 

the remote and difficult geographic conditions (distance, altitude, weather conditions) 

in Chile (please refer to the original proposal for some discussion on these 

incremental cost drivers). 

Results 

We would like to see some analysis to back up the statement in the proposal 

that a “larger amount of private investment will be stimulated’, including 

details on how much additional investment is expected and how this figure 

has been calculated.   

As we increase the number of projects supported from two to three, the associated 

total investment will increase from about USD 610 M to at least USD 940 M. This 

figure is calculated based on the total project cost associated to the projects under 



consideration for additional investment, based on the documentation provided under 

the RFI recently conducted. 

We would also like to see more details / data to give credibility to the 

statement in the proposal that  ‘We expect that the increased CTF funding 

will result in increased total geothermal capacity supported, and/or reduced 

risk taken by the CTF’  

When this proposal was prepared in February, two possibilities for the investment of 

the additional resources were envisioned: 

1) Financing of the geothermal production field development phase, which is less 

risky (although still carrying significant risk) than the exploration drilling 

phase, but much more capital intensive as many more wells are typically 

required. Although use of CTF resources for this phase in a project that had 

already been selected would not result in greater capacity, by applying CTF 

resources to a more advanced, less risky stage of project development, the 

overall risk for the CTF would be reduced. 

2) Utilization to support an additional project, which – if successful – would 

result in additional capacity. 

Based on the evolution of the MiRiG Program since the preparation of the proposal in 

February, we now propose that additional CTF resources be used for the second 

option (to support an additional project) and potentially to provide a small increase in 

the resources allocated to one of the first two projects already selected. 

 

Japan’s comment 

The risk reduction programs of geothermal development of Mexico and 

Columbia using grants from CTF and the program of geothermal 

development by IDB in Chile are more preceding than that of GDF. 

Therefore, understanding of the progress of these programs is significant 

for GDF. Even though information supplement is limited because of non-

sovereign operations, we are hoping to share progress of these programs on 

a periodic basis as much as possible. Especially, "Geothermal Exploration 

Insurance Premium" is a new approach, therefore, we would appreciate if 

you could share information about this progress. Thank you in advance. 

Beyond the regular reporting on program progress (financial execution as well as 

achievement of targets) provided to the CTF TFC, IDB is regularly sharing 

information and experiences on its geothermal work with related initiatives and 

partners in various fora. For example, in this last year, IDB has presented its 

experiences (including the progress on the mentioned insurance scheme in Mexico) in 

the Global Geothermal Development Program meeting in Copenhagen, as well as in 

the various editions of the Geothermal Dialogues jointly organized by the CIFs and 

CPI (in particular, during the one in Munich hosted by Munich RE, where insurance 



approaches were discussed in further depth). In addition, IDB is one of the partners of 

the mentioned LAC Geothermal Development Facility (GDF), thus contributing 

insights coming from such experiences through formal and informal interactions 

between GDF partners.    

 


