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Study for Climate Investment Funds

… on the effective use of 

public finance to scale 

up geothermal 

development in 

developing countries.
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How was the project structured?
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Stakeholders
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16 years to reach full capacity

• Generation was expanded in three phases

• Refinancing of equity and financing of subsequent project 

development was dependent on public guarantees
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An evolving financial structure

• Phase I was entirely financed with Equity from Ormat

Technologies 

• International development actors supported refinancing of 

equity and financing of subsequent project development

Source: CPI elaborations
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How did public finance impact the project?
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Public sector focused on key risks

In Olkaria III, the private party benefited from the mitigation of 

credit risk and geothermal risk, particularly during exploration 
and early stage development. 
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..this allowed the private sector to 

meet their return expectations

16% IRR is aligned with investments expectations in the 
country, generally ranging from 15% to 23% for geothermal 
projects 
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…and helped lower end-user tariffs
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With deep expertise in policy and finance, Climate Policy Initiative 

works to improve the most important energy and land use practices 

around the world. Our mission is to help governments, businesses, and 

financial institutions drive growth while addressing climate risk.
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Thank you for your attention!

valerio.micale@cpiclimatefinance.org

http://climatepolicyinitiative.org

http://climatefinancelab.org/


