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(Comment #1 CCP Governance Structure) 

Please describe in detail the governance structure of Cerro Colorado Power S.A. (CCP), 

including the respective voting shares held by Polaris Infrastructure Incorporated (Polaris) 

and Empresa Nicaragüense de Electricidad (ENEL). Please include in your response any 

special rights held by either party? 

 

(Response #1) 

CCP has an existing governance structure, established in accordance with the company’s 

Articles of Incorporation and the Commercial Code of Nicaragua. This structure, was 

established prior to ENEL’s participation in the company and has been used successfully to 

carry-out all geothermal development activities completed to date. As CCP was established 

as a private entity in Nicaragua, it operates on a commercial basis. CCP’s Board of Directors 

is appointed through a shareholders meeting where a majority vote is needed. The Board is 

responsible for determining the overall direction and strategy, approving the company’s 

financial statements and balance sheets, distribution of dividends, and hiring the Executive 

Director. Each Board Member’s respective voting rights are proportionate to their ownership 

share and the President of the Board has the deciding vote in the event of a tie. Currently 90 

percent of CCP’s shares are privately owned, and 10 percent are owned by ENEL. During 

project implementation, the ownership and voting shares will adjust in accordance with the 

investments made by Polaris and ENEL, but the majority ownership will remain with the 

private sector. There are no special rights held by either party, but according to Nicaragua’s 

Geothermal Law 443, ENEL’s 10 percent shareholding in CCP cannot be diluted. CCP’s 

Executive Director is in charge of hiring all employees and overseeing the day-to-day 

operation of the business. Reporting directly to him are the Technical Manager - who 

oversees the Drilling, Geoscientific, and the Environmental, Social, and Safety units; and the 

Financial and Administrative Manager - who oversees the Administrative, Accounting, and 

Treasury units of the company. The World Bank as part of its due-diligence process has 

reviewed CCP’s Governance Structure and found it acceptable. 

 

(Comment #2 Funds Flow) 

Please provide a step-by-step narrative of how funding will flow from SREP to CCP, 

including: all account holders involved; who transmits and receives funds at each step of the 

process; how disbursements are made; how payments are executed; and the role of the 

government of Nicaragua throughout 

 

(Response #2) 

As for all IDA projects, SREP and IDA funds will be channeled through the GoN (sovereign) 

to CCP (Project Implementing Entity), as follows:  i) the World Bank will enter into loan and 

grant agreements directly with the Ministry of Finance and Public Credit (MHCP) to channel 

the funding to the GoN, ii) MHCP and ENEL will enter into subsidiary grant and credit 

agreements, acceptable to the World Bank for the funds to flow to ENEL where the project’s 

designated account will reside, and iii) CCP and ENEL will enter into a share-purchase (or 

similar) agreement to allow ENEL to make project payments in exchange for increased 

shareholding in CCP, a practice commonly used for oil and gas projects. The World Bank 

will also directly enter into a Project Agreement with CCP, comprised of both Polaris and 

ENEL, to ensure project implementation in accordance with the Credit and Grant Agreements 

that include the procedures and requirements for disbursement of funds. The role of the 

public sector will be twofold. First, ENEL as part of CCP will support project implementation 

and make payments for the goods, works, and services contracted. Secondly, the role of 

MHCP and the Ministry of Energy and Mines will be to monitor the use of public funds and 

execution of the geothermal project as stipulated by national laws. As with all World Bank 



 

 

financed projects, procurement, payment, and disbursement procedures are being carefully 

reviewed during project appraisal and will be closely monitored during project 

implementation (including through independent audits) to ensure funds are used efficiently 

and for their intended purposes. 

 

(Comment #3 Project Revenues) 

Once the project is operational, how will revenues be allocated between CCP’s owners (for 

example, is it in proportion to their ownership shares)? What about windfall revenues? 

 

(Response #3) 

While CCP’s private and public owners are still finalizing these terms, based on discussions 

held to date, it is expected that the revenues during geothermal power plant operation will be 

allocated between the owners in proportion to their ownership shares. Since ENEL is one of 

the owners of CCP and it shares the GoN’s objective of securing the lowest possible prices 

for consumers while still maintaining project viability, it will be in a position to ensure that 

there are no windfall revenues and that the returns to the company’s owners are 

commensurate with the risks assumed and take into account the risk reduction enabled 

through the SREP/IDA intervention.  

 

(Comment #4 Institutional/Ownership Structure) 

What entities does CCP anticipate using to implement Component 1 (i.e., please clarify 

whether Polaris will essentially conduct these activities on behalf of CCP, to what extent 

CCP will be involved, whether CCP will contract these services and to whom, etc.)? 

 

(Response #4) 

As detailed in page 17, paragraph 39 of the PAD, CCP will draw from the combined 

technical, fiduciary, and environmental and social capacity of Polaris and ENEL to execute 

the project. In addition to the project management functions detailed in the question 1 

response above, CCP will have Drilling, Geoscience, Environment and Social, Civil and 

Infrastructure, and Administrative and Financial Units that will be staffed with experienced 

technical and professional personnel seconded to implement the project from Polaris and 

ENEL. Both companies have significant prior geothermal exploration and production drilling, 

and steamfield and power plant development and operational experience in Nicaragua from 

the other geothermal facilities they own. CCP has also secured the services of several 

internationally reputable firms to provide specialized geothermal technical and safeguards 

services where it does not have in house capacity, as is common industry practice. During 

project implementation, CCP will be responsible for contracting the necessary goods, works, 

and services to execute the project. The WB has reviewed CCP’s organizational structure for 

project implementation and found it acceptable. 

 

(Comment #4-1) 

Has a Due Diligence Report been completed for Polaris? Is there a direct relationship 

between Polaris and the Ortega family? 

 

(Response #4-1) 

The World Bank, as a part of its project appraisal, has conducted due diligence on CCP as 

well as its primary owners Polaris and CCP, where it has reviewed the legal status, as well as 

their technical, financial, and operational capacity and reputation and no substantive issues 

were identified. The World Bank funded an independent legal review by an internationally 

reputable law firm, which confirmed that the tender process and the award of the concession 

for the Casita-San Cristobal geothermal field were done in compliance with Nicaraguan law 

and met the World Bank’s requirements for PPPs. The review also looked at the evolution of 



 

 

CCP’s ownership structure from the time it obtained the concession to present day and there 

is no indication that the Executive Branch of the GoN has any ownership in the company or 

that of its primary shareholders.  As mentioned on pg. 16, paragraph 37 of the PAD, Polaris is 

a private renewable energy company, that is primarily Canadian owned and an internationally 

listed and traded company. ENEL is a generation company that is publicly owned, but it is 

operated commercially and has technical, financial, administrative, and legal autonomy[1]. 

 

(Comment #5  Social Safeguards) 

In the PAD, Compliance of Performance Standards P.S.7: Indigenous People, is checked as 

“No”, does this mean this area is not tagged as indigenous land or that indigenous leaders are 

yet to be consulted? 

 

(Response #5) 

The World Bank’s Performance Standard on Indigenous Peoples has not been triggered for 

this project.  The EIA prepared by the client to meet Nicaragua country requirements did not 

identify any Indigenous Peoples (IP), and this was further confirmed through an initial 

safeguards screening performed by the World Bank, including three site visits to the Casita 

San Cristobal Field with three different social specialists. After completing its review, the 

WB requested the client to conduct a Social Assessment, which CCP is currently undertaking 

with support from an internationally recognized consulting company specializing in 

safeguards, which will reconfirm if any IP will be impacted by the project before finalizing 

and disclosing the project ESIA to comply with the World Bank’s Performance Standards.  

 

 

--- End note --- 

[1] As stipulated in the “Ley Creadora de La Empresa Nicaragüense de Electricidad (ENEL)” 

Published in the Gazetta Oficial, Diario Oficial on November 2, 1994 and the “Ley No. 612, 

Ley de reforma y adición a la Ley No. 290” Published in the Gazetta Oficial, Diario Oficial 3 

#20 on January 29, 2007. 


