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RISK SHARING MECHANISM

The Risk Sharing Mechanism (RSM) has been created with the aim to increase private sector
investment in exploration drilling in Turkey by providing partial coverage of exploration drilling costs
in case of unsuccessful wells. The RSM has been capitalized with a US$38 million grant from the Clean
Technology Fund. The implementing agency for the RSM is the Development Bank of Turkey (TKB).

In this context, an exploration drilling project is defined as the drilling of up to five wells in a given
geothermal license area to validate the viability of power production, and/or direct use applications.
The exploration wells to be supported by the RSM can be of production size, medium size or slim
holes, as dictated by the drilling program necessary to meet the requirements of the supporting
business plan.

S Eligible license holders can apply to

participate in the RSM. 60% of the
cost of failed wells will be covered
g | ; in most of Turkey. However, only
qualify for 40% | I 40% will be covered within
:ﬁfﬂgefmm l selected, already well explored

‘ areas. The pay-out for a single
drilling project will be capped at $4
million. A success fee guarantee of
10% of the estimated well cost is
provided by the Beneficiary; either

Turkey other
« Some districts can
get 60% share:
= Kula, Soma, Demirci,
Kdpriibasi

« Rest of Turkey qualifies for 60%
coverage from RSM for first 3 wells
and 40% for the 4™ and 5" well

Aydin

» Some districts can get 60%
share:
« Cine, Bozdogan and Karacasu

Denizli

« Some districts can get 60% share:

s Civril, Kale, Beyagag, Tavas, Caneli,

« All other districts qualify for’
40% coverage from RSM

Acipayam, Bekilli, Cardak
« All other districts qualify for 40%
coverage from RSM

through a letter of credit or by
establishing an escrow account.

When a completed well meets or

exceeds the success criteria, that
has been set on a custom basis for the drilling program, the success fee is retained by the RSM,
otherwise it is reimbursed to the Beneficiary.

A standard RSM program will initially consider drilling costs of three wells per project, although the
program could be extended to a fourth and fifth well at a lower coverage (40% in all cases) and
higher success fee (25%). What constitutes a successful versus an unsuccessful well will be based

on an output threshold for each
well that is contractually
agreed between the RSM Unit
and the Beneficiary pursuant to
the needs of the Beneficiaries’
Business Plan. Drilling
success/failure criteria, will be
based on:

e Enthalpy (kJ/kg)

e Flow (kg/s)

e WHP - Well head pressure
e Drawdown

e Temperature in slim holes

Note: RSM agreement will be
terminated if CO, emission
levels are above 583 g/kWh.
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Determination of success/failure

Results from flow testing
Wellhead pressure/drawdown

Enthalpy/temperature
Flow rate
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the measured
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The application evaluation
process is visualized in the
flowchart:

Application

Initial
Screening

The initial screening will confirm
that all the necessary information

((Q and licenses required are provided
- . . .
Required ® in the application.
No licenses and o
permits 2 e .
available? = After the initial screening, an
estimation is made of the possible
viable resource. The RSM Unit will,
based on the information provided,
of's Vi make a decision on proceeding or
aple . .
Y b es not with further evaluation of the
the intended application.
purpose?
1 Applications will be evaluated based
on the completeness and quality of
ot the following categories:
A 4 evaluation and
ki s .
el gk o Geoscientific exploration data
elecian | r<n and the resulting conceptual
: Q model
* Geoscientific exploration surveys (30%) QC, . Dri||ing programs and well
* Drilling program and well design (20%) I desians
* Geothermal experience of Beneficiary or its consultants (20%) o g .
* Business plan including financial- and cost estimates (25%) S e Geothermal experience of the
* Location (5%) 2 Beneficiaries or its consultants
Q .+ Business plan
5 e Location
S
Fay
_ = Based on the information and plans
No L Yes provided for the drilling programs,
rogramimes .
pang B development plans, Turkish
environmental regulations and WB
A y environmental and social guidelines,
o the application is further evaluated
Rejection Ranking and a decision is made whether the
applicants’ plans are viable or not.
I Assumptions put forward in the

!

Evaluation on assumptions
in Applicants business plan

Viable assumption
in Applicants
business plan?

business plans of the applicant are
evaluated, and the success criteria
for each well discussed between the
RSM Unit and the applicant.

If a consensus between the
applicant and the RSM Unit is
reached on a specific success
criteria, which coincides with the
business plan, the application will be
approved and a Beneficiary
agreement will be signed.

Discussions with Applicant
on success criteria

I—i

No Consensus on success Yes
criteria reached between
RSM and Applicant

Up to 9 projects will be supported
during the first round.
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