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Geothermal Development Company Limited
Business Review
For the year ended 30 June 2017

CHAIRMAN’S STATEMENT

Geothermal Development Company continues to forge strategies in attaining world class status in the
energy sector. It is no doubt that the company is rising up to be a world leader in green energy. Since its
inception, GDC has developed and managed human resource through capacity building geared towards
the development of 1000MW under the 5000MW government’s initiative.

In the year under review, the Board of Directors successfully recruited new general managers in
February. The general managers are seasoned professionals drawn from diverse sectors and have
brought a wealth of knowledge and experience key to the realization of GDC'’s goals.

In line with our mandate of accelerating the development of geothermal resources in Kenya, GDC's
operations in Olkaria, Menengai, Bogoria-Silali and Suswa projects continue to gather momentum and
ease the cost of power to Kenyans. GDC has 412 MW of steam in Olkaria of which 320MW has been
added to the national grid, generating revenue of Kes. 3 billion annually. This great development has
contributed in the reduction of cost of electricity by 22% & 35% for domestic and industrial consumers
respectively.

At the Menengai Geothermal project, GDC has already realized 160MW of steam. In line with Public
Private Partnership model, we have commissioned three Independent Power Producers (IPPs) to develop
105MW from the realized steam. The IPPs, OrPower IV, Sosian Energy, and Quantum Energy, will each
set up a 35MW power plant at Menengai. In the next ten years, our target is to have 400MW from the
Menengai field.

We have also made significant strides in the Bogoria-Silali Project. Infrastructure works in the field are at
an advanced stage and drilling is expected to kick off in 2018. The Bogoria-Silali project has a potential of
3,000MW. Over the next ten years, we expect to produce 300MW from the Bogoria-Silali fields.

We continue to enhance and grow our direct use projects and strategies to replicate the current four (4)
projects in other areas. The operational applications of direct use we are working with are geothermal
heated fish ponds, a geothermal heated laundry, a geothermal heated dairy unit and a geothermal heated
green house. Maji Moto area in Suswa will be next with regard to roll out of direct use projects once
drilling in the area commences. We believe that direct uses of geothermal energy will open new frontiers
for this country which will include the development of industrial parks powered by geothermal generated
electricity in line with Kenya’s 2030 vision.

We, the board of directors are grateful to the management and staff for their continued support and
prowess in making GDC’s mandate realistic and achievable. We have made great strides through the
support of the national government and our financial partners in realizing the 572MW. We count on this
support in realization of 1000MW in the next ten years.

Thank you.

GERSHOM OTACHI
CHAIRMAN
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Geothermal Development Company Limited
Business Review
For the year ended 30 June 2017

MANAGING DIRECTOR & CEO’S STATEMENT

It is with great pleasure that | present the report for the financial year ended 30™ day of June 2017. Since
taking up the helm of GDC as the Managing Director & CEO, there have been tremendous milestones
that we have marked towards realizing our vision of being a world leader in the development of
geothermal resources.

During the year under review, we welcomed our new top management from 1%t day of February, 2017,
after a rigorous and competitive recruitment process that culminated in the appointments that is part of
GDC'’s turnaround strategy. | am confident in the fact that GDC is moving in the right direction towards
becoming a vibrant modern organization that will effectively deliver on its mandate to provide affordable
and reliable green energy to Kenyans.

From the commencement of my term, | have endeavored to work towards a motivated work force by
continuously restructuring and redesigning our internal processes and organizational culture. The
management has demonstrated its commitment to a healthy and vibrant staff force by supporting freedom
of association through the registration of GDC staff as members of a trade union- Kenya Electrical and
Trade Allied Workers Union (KETAWU). Consequently, together with my management team, we will work
with the union representatives to develop and implement the Collective Bargaining Agreement (CBA)
thereto.

| affirm our commitment to our stakeholders and partners: we have continued to work on our corporate
governance procedures to continually deliver services as per our service charter professionally and with
integrity.

GDC is the home of green energy in Kenya focusing on geothermal energy, currently having developed
572Megawatts (MW) of steam in both the Olkaria and Menengai Geothermal Projects. In the Olkaria
Project, GDC is currently selling 320MW of steam to Kenya Electricity and Generating Company
(KenGen) for their two new power plants thus earning Aggregate Sum of Kenya Shillings Three Billion
(KES 3,000,000,000) in annual steam sales revenue; On the other hand, Menengai Project has already
realized 160Megawatts of steam to date, revenue stream is anticipated to commence pursuant to
construction of power plants; The Bogoria- Silali geothermal project is underway- first phase of 300MW- in
partnership with Kreditanstalt fur Wiederaufbau (KfW) who are funding the project; and GDC has
completed detailed surface studies in the Suswa Geothermal Field ,currently the Environmental and
Social Impact Assessment (ESIA) is underway. A community engagement framework has also been
developed while resource mobilization is ongoing.

Menengai Project

The Menengai field has a potential of 1600MW. GDC is developing this resource in phases. Over the next
ten years, we intend to develop 400MW from this field. A total of 160MW of steam is currently available
with 105 MMW set aside for the setting up of power plants. The 105MW Project is at advanced stages of
development with the main outstanding component of the project being the power plant development.
This is being undertaken by three Independent Power Producers (IPPs) each tasked with developing a
power plant producing 35MW of electricity through a Build Own Operate (BOO) Public Private Partnership
development model. The selected Independent Power Producers are Quantum Power Energy (QPEA)
GT Menengai Limited (GTML), Sosian Menengai Geothermal Power Limited (SMGPL) and Orpower 22
Limited (OTT)

A major achievement in the financial close is the issuance of the GoK Letter of Support to the
Independent Power Producers (IPPs) to cover for political events. QPEA have finalized the negotiation of
the GoK Letter of Support which has already been signed by QPEA, GDC and KPLC.
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