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Thank you for circulating the decision on the Geothermal development project in Tanzania. 

 

We have the following Questions (Q) and Comments (C): 

 

1. Project description and rationale 

a. (Q) How and by whom was the site [Ngozi field] determined as the most prom-ising 

in Tanzania? 

b. (Q) The project foresees the exploratory drilling of 5 test wells (slim holes). What are 

the conditions set to qualify the thereby identified resource as successful for further drilling 

(i.e. field development)? 

c. (Q) What is foreseen if the said conditions are not met in the Ngozi field after the 

exploratory drilling? 

d. (Q) To what extent does the SREP co-financing also contribute to the im-provement 

of enabling environment for geothermal development and PPP in Tanzania? 

e. (Q) To what extent does the project include transaction advisory services for the GoT 

related to the tendering of the geothermal power plant construction and O&M as an IPP? We 

remember that such a component was included in the investment plan.  

 

2. Project budget and financing 

a. (Q) What is the distribution of funding on the different project components and 

subcomponents, notably the SREP contribution (grant and loan)? 

b. (Q) What will be financed by the grants contributed by the other developing partners 

(AfIF, GRMF, ICEAID, GEF)? Are there any restrictions to the use of these grants? 

c. (C/Q) We took note that the biggest portion of component D entitled “Social In-

frastructure” is in fact the compensation of project affected people [$7.3 mil-lion]. How and 

by whom was this amount determined? Who will finance it? 

 

3. Expected results 

a. (Q) Both the endorsed IP and the project document foresee the eventual instal-lation 

of 100 MW power generation capacity from the geothermal resource. Yet the project has 

higher expectations regarding annual output (823 GWh vs 700 GWh). How is this justified? 

b. (Q) There is a discrepancy between the expected avoidance of CO2 emis-sions listed 

in paragraph 5.4 (p.14) [555’590 tCO2/y consistent with the IP] and the results framework 

[980’480 tCO2/y] and estimated lifetime savings for 30 vs 25 years. Which figures are 

correct? 

c. (C) We noted that the leverage factor of the project without the power plant is 1:3.13. 

this is below the expectations in the IP [1:4.0]. This is despite a reduc-tion of the requested 

SREP contribution. What part of the initially planned co-financing was reduced and why?   

 

4. Financial and economic viability 

a. (Q) The project cover page indicates that the additional co-financing related to the IPP 

is $300 million.  

i. We assumed this to be the sought private sector investment. Is our assumption 

correct?  

ii. In the IP the total private sector investment (equity and commercial loans) was stated 

at $460 million. Please explain the difference. 

b. (Q) What would be the economic and financial viability (EIRR, ENPV, FiRR, 

FiNPV) of such a 100 MW geothermal power plant? 

c. (Q) Has the AfDB or the GoT already identified potential investors for such a plant, if 

the geothermal resource of the Ngozi field is confirmed? 



 

 

d. (Q) What would in your opinion be the minimum size of a geothermal power plant in 

the Ngozi field to be profitable enough to attract a private investor for an IPP?  

 

5. Risks 

a. (C) We took note of the phased approach described in the IP and in Table 5 (Risk 

Ratings Summary) which foresee first exploratory test drillings (slim holes) and a scaling-up 

only if these are successful. We understand that the project will be aborted if the exploratory 

drillings are not conclusive.   

b. (Q) How are the SREP contributions (grants and loan) ranked with regards to (first) 

risk taking against the other developing partner’s contributions and the AfDB loan? 

c. (Q) How are the SREP and AfDB loans secured and from what revenues would they 

be serviced and reimbursed? 

d. (Q) How would the AfDB rate the risk that a conclusion of a successful IPP deal 

cannot be reached despite the confirmation of the geothermal resource? What are the 

proposed mitigation measures for this risk? 

e. (Q) In the IP, the off-take risk to a potential IPP developer was mentioned. In the 

project proposal this risk was not addressed. How do you rate this risk at present and how 

will it be mitigated? 
 


