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1. Introduction

The Nicaragua office of the Icelandic Internatiomsdvelopment Agency (ICEIDA)
engaged the services of Epsylon 3, S.A. de C.\évaluate the progress made in the
project titled “Capacity Strengthening in Geothermmergy” (PFCG, acronym in
Spanish), to which the governments of Iceland, ugholCEIDA, and Nicaragua are
signatories, in the latter case through the MipistrEnergy and Mines (MEM) as main
counterpart, and the Ministry of the Environmend &tatural Resources (MARENA).
The project began in early 2007 and includes tlemaponents, as follows: short and
medium-term technical assistance, capacity stremgtly and training, and endowment

with equipment.

The Government of Nicaragua has identified the ne®ededuce dependence on
imported energy resources as a national stratéjgctive. It intends to achieve this aim
by developing autochthonous and renewable sourdesnergy, among which
geothermal energy production plays a prominent doleéhis context, the PFCG is well
positioned, as it focuses on a priority area faraxgua, which seeks to reactivate and
grow its economy in a sustainable manner, whileicad) poverty. According to the
Nicaragua Geothermal Resources Master Plan (2@02¢ast ten areas of geothermal
interest have been identified, with a total eneggyeration potential of some 1,200
MW. This constitutes an enormous opportunity forvelepment and to attract

investment in a strategic area.

In view of the fact that geothermal projects in &mgua are carried out by private
companies, it was correctly identified that ther@ ineed to strengthen the capacities for
supervision and regulation on the part of goverrnnagencies charged with promoting
and guiding national geothermal development. Howeaad notwithstanding having
implemented the PFCG, electricity generation basedeothermal resources continues
to represent a low percentage of the total injestiof electricity to the Nicaraguan
system, and the objectives set forth in the “200842Indicative Energy Generation
Plan” will not be reached in the short or mediummteat least not as far as geothermal

energy generation is concerned.



While this evaluation focuses mainly on the PFC®,order to obtain a proper
perspective it is necessary have an overview ofoerall context in the country’s
geothermal sector. It is worth mentioning that ently Nicaragua generates
approximately 40 MW of geothermal energy, but it develops the fields for which
concessions are currently being granted, and thése fields are added the areas for
which tenders are underway, it may be possibleesémh a production level of around
300 MW over the next six years. This would be aanaghievement for Nicaragua. It is
an achievable goal and within the range of possibilf this can be done, Nicaragua
would, by 2015, be the country in Central Americahwthe highest production of

electricity using geothermal resources.

2. Summary: the current state of geothermal enesgproduction in Nicaragua

There are currently two geothermal power plantdpecang electricity in Nicaragua.
Concessions have been granted to private develbpetsree additional fields, which
are now in the exploration phase. The Ministry afekgy and Mines has begun a

tendering process for three additional fields.

2.1 Momotombo

The first of the already built power generationnpéa Momotombo, has an installed
capacity of 70 MW from a steam condensation plandt a5 MW from the binary cycle
power plant. The exploitation concession belongsthe Nicaraguan Electricity
Company (ENEL), which in 1999 signed a contracthwiitrmat International Inc. for
the rehabilitation and operation of the plant oxet5-yer period, during which time it
must sell the energy produced to ENEL. Of the MW installed, approximately 32
MW are actually produced, with most of the defitit be found in the steam
condensation plant. This contract gave rise to satgons on the part of ENEL and
MARENA, to the effect that Ormat was not complyiwgh a number of contractual
obligations. Eventually MARENA filed suit againstri@at, but the Constitutional
Division of the Supreme Court of Justice ruled avdur of Ormat, stating that the
company had complied with the energy supply andhmse contract, the association in

participation contract, and the conditions setHoirt the environmental permit. In



addition, the Court found that MARENA had invadée ttompetencies of other state

institutions.

While the work relation between Ormat and MEM hasrbharmonious, in the opinion
of officials from both institutions, those interwed at Ormat and ENEL described the
relationship between these two as tense, and omsmer openly hostile. As a
consequence of these confrontations, and consglénet both ENEL and MARENA
are state institutions, Ormat management portratgecklations with MEM as fragile,
and there is an ambience of mistrust that hindeesdeveloper from collaborating
openly with MEM beyond that which is specificallypallated in the contract.

In view of the fact that compliance with certairpests of Component 1 (see indicator
12.1.7-2 of the PFCG) require collaboration betwb#M and Ormat, and given the
recent history of conflicts between Ormat and o8ftate institutions, the poor relations
with Ormat, and the difficulty in determining therapetencies of state institutions (as
noted by the Supreme Court of Justice), there arenaber of obstacles to the proper
development of this cooperation project. An indejsari evaluation of the Momotombo
reservoir model could contribute to solve perhdgesmost controversial aspect of the
conflict, namely the demand that Ormat deliver 7@/Nb the system, which continues
to stand at technical level, even after the Supr€mart ruling, and despite the apparent
physical impossibility that the resource could airsa production of that magnitude. If
it is indeed impossible to produce 70 MW, then thal amount of power that can be
generated should be established. Then it can rabore demanded that Ormat
maintain that level of output. An adequate stratslgguld be designed to achieve and
maintain this realistic level of production. Thestxg contracts should be modified in
such a way that they are brought into line witHitgaTechnical intervention by ISOR

would be very valuable in such an evaluation.

As will be seen further on, there are parallelaitains currently in more incipient stages
at the other geothermal projects, which may alsbugnfacing obstacles in terms of the
proper development of the PFGC.



2.2 San Jacinto - Tizate

The San Jacinto — Tizate geothermal field was egplin the early nineties, but did not
reach the development stage until 2003, when tHariBocompany (formerly San

Jacinto power) was granted a concession to exjleiresource. The objective of the
concession was to establish a 66 MW steam condensplant, with a temporary

permit to operate a 10 MW counter-pressure plaait would produce energy until the
necessary wells were drilled necessary to increzgeacity and build the steam
condensation plant.

Polaris put the counter-pressure plant into opamatin July of 2005, but the
development of the steam condensation plant hésredfconsiderable delays, to such a
degree that it is not yet under construction. Sahé¢he wells intended to increase
capacity were drilled, including one with very gomebduction capacity (SJ6-2, at 22.8
MW), but Polaris reports that the financing struetit had planned for and negotiated
over a year ago (with the Central American BankEoonomic Integration, CABEI, the
Brazilian Banco Nacional de Desenvolvimento Ecom@me Social, BNDES, and
shareholder capital from the Toronto stock exchamgaporated with the 2008 world
economic crisis, even though it had over 75% of tleeessary volume of steam
available. It thus became necessary to restrutchédinancing in its entirety, both as
regards shareholders and the banks. Polaris dffickew declare that the situation is
about to be solved, this time with Canadian finag@and capital. If this were to become
a reality in the short term, the delay in the pcoplue to the international financial crisis
will have had almost a one-year impact. An exanmmadf the value of Polaris shares
on the Toronto stock exchange (GEO.TO), comparedht general market as
represented by SP 500, indicates that the valudhedfcompany is recovering more
quickly than the market at large since March 200Bich augurs real possibilities of

success as regards obtaining the needed financing.

Staff at Polaris expressed their appreciation liergatience and forbearance shown by
MEM officials regarding this situation, which wasily beyond the company’s control.
They say they are very much willing to collaboraith MEM and ICEIDA consultants
by providing any data or information that may befukin understanding the field’s
geoscientific model, including beyond that whiclsét forth in the concession contract.



Another important aspect is that LaGeo of El Satwadwvhich had thus far carried out
the geochemical samples and analyses at San Jaclitate, has informed Polaris that
it will no longer be making analyses in that fieldhis means that the company needs to
find a laboratory able to undertake the necessanptes and analyses for monitoring of
the reservoir, as well as calculating the certiisafor emissions reduction within the
clean development mechanism. Polaris may well becanclient of the MEM
laboratory, as well as a concessionaire very mutimgvto collaborate openly with the

Ministry.

Due to the fact that Polaris has had a series EHydein developing the resource,
comments are heard in the sector to the effect“Balaaris hasn’t done anything”, and
that it is “wasting the resource by using ineffidiéurbines”. This is incorrect. Currently
Polaris has available a substantial portion ofstleam production and injectivity needed
to operate a steam condensation plant. This igrafisiant achievement that should not
be underestimated. The counter-pressure plant rdlyran operation, although
inefficient, does generate early cash flow and eeito test the reservoir. These types
plants have been or are being used in the earlgestaf several geothermal
development projects, usually for a period lastnogn three to five years, while a steam
condensation or combined cycle plant is built. Bdiehe engines in question were used
previously (1992 to 1998) in the geothermal field Berlin, ElI Salvador, while
feasibility studies were completed and the steamdeosation plant currently in
operation was being built. This engine should, hewebe removed when the larger
plant is installed at San Jacinto — Tizate. It dahken still be used at a different field, or
in another area of the same field, but always sisbatitute for use in an early stage of
development. To publicly disparage the contributoade by Polaris could, in fact,
scare off potential investors and delay even furthe entry into operation of a steam
condensation plant. Taking this into account, tlmegnment of Nicaragua should
ascertain that the financial problems are beinggaaely overcome (by means of
documents and communications from shareholderdankers). The construction of a
new plant should begin this year, and to that éredgovernment should keep up the

pressure on the developer.



2.3 El Hoyo — Monte Galan and Managua — Chiltepe

The concessions for operating these two fields wetl granted to GeoNica S.A., an
Italian-Salvadoran company. The surface exploradtage has concluded in both fields,

and exploratory drilling is now underway.

At El Hoyo — Monte Galan six sites for the perfaoatof deep wells of commercial
diameter were located, and the first of these 8 heing drilled. On Saturday 23 May
2009 the second stage to 466 m had been comp#etddt was estimated that at 430 m
the temperature was of 280 At these depths and temperatures, if a permeaibie is
found in the third stage, as expected in accordanttea fault system that cuts across
the zone, it is likely that the well will be prodive, and could thereupon be considered
a “discovery well”. The drilling platform for theesond well has made substantial
progress, and will very likely be ready when neededan be observed that the quality
of the civil works is adequate, and environmentatgction and mitigation works are
underway. The on- site staff at the drilling andlavorks mentioned that they had been
the object of visits by the La Paz Centro munidtgadnvironmental supervisors, and
the contents and technical expectations of thersigien exerted were well-focused,

probably as a result of the training received layf $th the framework of the PFCG.

One aspect that affects the development of the PiBGKat GeoNica has not provided
MEM with the comprehensive model resulting from steface exploration activities,
and has only delivered data, unaccompanied bytarpireted model. This hampers the
adequate development of the respective PFCG compaa&d Icelandic experts should
review the data delivered and communicate themiopito MEM. The staff at GeoNica
had two comments in this regard. For one, in ttee ad El Hoyo — Monte Galéan, the
data allowed for reaching relatively obvious cosauas as concerns where to drill the
wells. The locations were therefore selected angsiphl works began without ever
having documented a comprehensive model. In ang, ¢as technical staff charged
with preparing the document instead spent theie tom other, more urgent matters, and
thus the final document to be submitted to MEM wasprepared. Secondly, clause 12
of the exploration concession contract requires tbacessionaire to deliver the
geoscientific information to MEM at the end of thencession period, and it is not

required to present the models in a series of stdgesed on milestones in the
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development of the project. In this regard, thetighinformation introduced was
submitted in good faith, and not in strict compdarwith a contractual obligation. This
is a difficulty for the PFCG and MEM, given thatwbuld be extremely beneficial for
the adequate capacity strengthening and trainingll&f staff to be able to count on
assistance from ISOR in the analysis and interpoetaf the data available at this point
in time, before receiving the drilling results. $hs so because it would provide an
opportunity for MEM to learn about the differendasthe quality of surface and well
information, and be able to experience first-hamd exercise in the adjustment,
validation and updating of a geoscientific modelewhreceiving and incorporating
information from the wells. In this regard, it iscommended to modify the
aforementioned contractual clause in all futureléza for concession areas. In the case
of San Jacinto — Tizate, it would be worthwhileajgpeal to good faith and attempt to
obtain the information, in order to be able to hameopen discussion among Icelandic
experts, the developer (GeoNica) and MEM staff rdigg the model that is being used

“de facto” to locate sites for the drilling of well

The surface studies carried out at the Managuailte@é geothermal field have also
been concluded, and GeoNica delivered a complatty sb MEM, although this was
not strictly required in the concession contratte comprehensive geoscientific model
prepared by GeoNica for the area does not forebéghgpotential for production in this
concession area. Therefore GeoNica has adopteantine conservative exploration
strategy of drilling small-diameter continuous cavells, in order to study the surface
geology and measure the temperature gradients.wiithisontribute to a more accurate
determination of the productive potential in theaabefore going on to drill deep wells,
and could help to locate better sites for drillimglls with commercial diameters.
GeoNica has already contracted small-diameter aréling services, and this activity
is expected to get underway shortly. Much as inctee of EI Hoyo — Monte Galan, it
would be helpful if MEM staff were to review thegmaration of a comprehensive

model, together with the project developer andaliedic experts.

One hurdle mentioned by GeoNica officials was thaly had encountered difficulties
being allowed the VAT tax exemption to which theag &ntitled, especially as they
have expert subcontractors that only provide sesv/to geothermal companies that are
exempt from paying VAT in the third or fourth link the services chain (geothermal
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well-drilling activities, among others). If the erption from paying the VAT cannot be
made effective and expedite in the chain of sesyitee formalities take too long to
process and the cost of the project may increaisenghat the subcontractor will

simply add the cost of the VAT to the service.

Another difficulty reported by GeoNica at Managu&hiltepe is that lands within the
project area recently changed owners, and there baen difficulties contacting the

new owners to negotiate the purchase of the priegert

2.4 Casita — San Cristobal

The geothermal field at Casita — San Cristdbal grasted in exploration concession to
the Cerro Colorado Power company (CCP). This compgerates two relatively small
thermal plants in Nicaragua, and the directors Heen providers of goods and services
for geothermal projects in Nicaragua and El Salvddo over a decade. In order to
penetrate the geothermal energy market, CCP hamgyeddgechnical support from the
New Zealand firm SKM and obtained financing for #wploration phase from North
American risk capitalists. The geoscientific datnlg used to plan the exploratory
drilling were originally acquired by Triton Energprporation, which subsequently sold
these to CCP when it lost the concession. Becdeséatter is using a business model
similar to that of Polaris, the company expectsetrn from the difficulties faced by
other developers. It therefore does not anticigaiancial problems, having already
engaged in preliminary contacts with several finanostitutions. At this point, CCP is
in the civil works design stage (access streetads and platforms), before proceeding

to drill the exploratory wells.

As is the case with other concessions, MEM staéidseto understand the geoscientific
model the company is using in order to locate de®xploratory wells. No difficulty
is expected in obtaining the technical documentatiom CCP, which has indicated it
is willing to collaborate, even though its conceasicontract, as with the other
companies, does not obligate it to submit docuntiemtauntil the conclusion of the

concession period.
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In this geothermal field, the government has remihat ENEL be granted 15% of the
concessionary society’s shares. CCP officials dansthis to be a simple financial
operation (known as “free-carry”), for which theypect to be economically
compensated through the energy sales contracie(pfi electricity) arising from the

exploitation concession.

Possibly because this concession contract is recehthe geoscientific data being used
were gathered in the field some years ago, techetef at MEM and MARENA do
not mention this project much, and tend to conedattheir attention on Momotombo,
San Jacinto Tizate and El Hoyo — Monte Galan. phigect too, however, can serve as

schooling for Nicaraguan geoscientists.

2.5 Apoyo Caldera, Mombacho Volcano, Ometepe Island

In April 2009 the Ministry of Energy and Mines ammzed the sale of tendering
documents for the geothermal fields at the Apoydd€a, Mombacho Volcano and
Ometepe Island geothermal fields. At the deadlime durchasing these documents,
thirteen companies had done so, which demonsteatasalthy interest in geothermal

energy production in Nicaragua.

The technical information section regarding thetheomal fields to be tendered contain
very little information, and most of it is takerofn the Geothermal Master Plan. This
would oblige the developer to assume a substamiighg risk, greater than that taken
by the operators at Momotombo and San Jacinto-diaatl Casita—San Cristébal and
similar to that assumed by the concessionaire$ Bbfo—Monte Galan and Managua—
Chiltepe. Because in Ometepe there are technitfedulies as concerns the acquisition
of geophysical data, and there is a logistical lemwb with transporting drilling
equipment, materials and heavy machinery to trendkl this would be a particularly
complex project by Central American standards. Hmwethe president of Cerro
Colorado Power is currently generating 2.5 MW oa island using diesel, and has
expressed an interest in converting the islandigcso of electricity into a clean and

renewable energy. There thus exists this speaiahitive.
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MARENA staff reports that of the three geothermalds, only Mombacho has an
Environmental Management Plan (EMP). Work on thePEfgr the Apoyo Caldera has
already begun, while that for Ometepe Island haslhwas pointed out that MARENA
staff had no knowledge of the tender until the sdleocuments had been closed and
the field visits concluded. A similar experiencewced with El Hoyo — Monte Galan
and Managua — Chiltepe, where MARENA, declaring thavould only make such
ToRs available once the EMP was completed, reftseeliver the Terms of Reference
(ToRs) to the developer so he could engage a broatry out an environmental impact
study (EIA) before beginning exploration activitiés these cases, the impasse caused
delays of approximately 10 months. MEM staff, foeit part, are of the opinion that no
EMP is necessary to obtain the ToRs and procepdefmare the EIA, and that therefore
there should be no delay in the implementatiorhef¢oncession contracts for reasons
related to environmental permits. According to MAYRE however, there will again be
a delay, as happened with the earlier concesslons.recommended that these two
government agencies reach an agreement and cliwfysituation and inform the

bidders of the solution found to the difficulty.

The new concessions will require that the concessie give 10% of the shares in the
concessionary’s society to ENEL, and allow it oeatson the Board of Directors. The
exact function such a board member might have tispecified, and it is obvious that
should difficulties arise between a regulating tgnt{MEM, MARENA or the
Nicaraguan Energy Institute, INE) and the concessre, the state would have interests
on both sides of such a conflict. Similar situasidrave occurred in other countries in
which the state holds a stake in geothermal dewedop (including Iceland), so in this
sense the Nicaraguan case is hardly unusualsiitnigly being pointed out here that it is
necessary to be aware of this state of affairs,thadmore thought should be given to
the actual function of ENEL in its role as shareleol in the different geothermal
concessionaire societies. The ENEL geothermal &th$ of “safeguarding the interests
of the state”, but that would seem to be a roléebgilayed by MEM, MARENA and
INE, with ENEL in a more entrepreneurial role.

The reactions of the companies that purchased ¢heeting documents to the
requirement of handing over 10% of shares to ENELmaixed. Some, such as Polaris
and CCP consider that “free-carry” is an econoreiguirement of the developer, and
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have no problem with this so long as the valuehef shares is recognised in the
electricity sales price. Others, however, such asdD and GeoNica are of the opinion
that “free-carry” could lead to difficulties, une&ENEL were willing to shoulder certain
responsibilities in return for its participationjch as facilitating certain formalities

regarding tax exemptions, for instance.

3. Evaluation of Component 1: Technical Assistarc

The first PFCG component consists of technicalstéemsce, and is the one with least
elements implemented thus far. The main aspediseoAgreement that are reported to

be under execution are identified and briefly désad immediately below.

3.1 Studies of Momotombo

The Agreement includes an evaluation of the Momdbimmeservoir, for the purpose of
recommending activities that could be undertakethva view toward increasing
production. This component suffered as a resuth@fiegal dispute between MARENA
and Ormat. MARENA opened an administrative proceduithout having sought an
independent expert opinion on certain very comjexes, and therefore arrived at the
hasty conclusion that Ormat was not complying wfshcontractual obligations. The
company took the case all the way to the Supremet@d Justice, which ruled in its
favour, and in addition declared that MARENA haklleta on competencies that were
outside its sphere of competence. The conflict WHRRENA (which also extends to
ENEL), and the judicial process itself, caused Qrtoarestrict the degree to which it
was willing to share information on the reservandats operation. Therefore MEM
lacked the information it should have been revigwiogether with Icelandic experts.
Although this component is now very much delayedpntinues to be a critical element
in geothermal development in Nicaragua. Now that lHwsuit has been resolved in
favour of Ormat, and the operator is no longeranger of being penalised, Ormat has
declared its interest in extending the contracis Thore favourable situation could be
used to renegotiate the contracts with Ormat irh sugvay that it reflects the physical
reality of the resource, based on the knowledgbegat thus far. The fact that the
component is part of the Agreement could be useénsure that MEM, with the
support of at least one Icelandic expert, discusisesurrent state of the geothermal
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resource with Ormat, including the real possil@stiof increasing production and
extending the life of the exploitation contract.eTopinion of the external expert would
bolster the technical foundation of the agreeméms may be reached. This is one of
the most useful elements the PFCG could have. &edbstacles could be the refusal to
participate on the part of ENEL, which doesn’t ddes itself part of the PFCG, as well
as reservations MEM might have concerning the natgah of a contract with a private
company without having undergone a public procdkgwithstanding such potential
difficulties, the positive impact a renegotiationght have could be so important that
this activity deserves to be given top priority.

3.2 Review of the geoscientific information

The PFCG contained activities involving a jointieav with MEM of the geoscientific
reports produced by GeoNica at the El Hoyo-MontdaGaand Managua-Chiltepe
geothermal fields. In the latter case, GeoNica qreg and submitted a full report of the
result of its surface explorations. At El Hoyo — M@ Galan, the conclusions of the
surface studies were rather obvious, and GeoNicaepded to locate the sites for
drilling the wells, without having submitted a faahreport to MEM. It is worth noting
that the concession contract does not obligate @eaotfd submit such a report until the
conclusion of the exploration concession. Thus GemMKas not failed to comply with
the contract. That said, there is no reason whyN&eoand MEM could not have a
confidential discussion on both geoscientific medétvery developer has its own
criteria for locating the well site it considerssares success, and will want to keep it
confidential). Such an act of goodwill would no dbwontribute toward reaching the
aims set forth in the Agreement. It can be noted tiis technical assistance component
also serves the purpose of transferring knowledgaring. The important thing is that
MEM staff have available the assistance of expastst moves through the cycle of
obtaining and interpreting geoscientific surfacetagdathe formulation of a
comprehensive model, the location of sites andexyent drilling of wells, and finally
the inclusion of the information from the wells tiee model, in order to update it.
Although implementation is a responsibility of tdeveloper, MEM staff needs to
understand the logic behind each step of the pspaasd how each of the different
elements are integrated among each other. In &itlds, MEM will have to supervise
this process without external support, and it issttmportant that on this occasion, with
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these first fields, the Ministry have on hand tlEort of independent experts. It is
important to move through every step of a full gsxat one of the fields, whether this
be El Hoyo — Monte Galan, Managua — Chiltepe one®asita — San Cristébal. This is
therefore another very important component of tRE® that must be complied with. It
is recommended that, instead of seeing this aguatiein in which the experts will
review a document and then issue a report on thients of the model, the data and the
models be discussed in dynamic fashion at a wogksVith the developer. This would
be far more enriching. What needs to be documenteds than any external comments
on a particular model, is the process being folbuwethe exploration cycle during the

life of the concession.

3.3 Preparing environmental regulations and settig standards

PFCG technical assistance activity 4.1 contemplabes formulation of rules and
regulations for the exploitation of geothermal wgses, and activity 15.1 deals with
assistance in the preparation of environmentaldstats. The results of the assistance
provided thus far in these areas has not met exfi@es. What has been delivered is a
comparison of legal frameworks in various countrighich while interesting as such,
does not cover the needs of MEM and MARENA. Ratkie, expectations were that
forms would be obtained (in essence, a checklighetechnical aspects that needed to
be looked after by the authorities charged withreight during the development of
state resources by private companies. For instainegs expected to identify what the
environmental impact would be that might requirersight during the well-drilling
activities, and which mitigation or compensationaswwes should be demanded from
the project developer. Another example is that @swhoped there would be
recommendations as concerns the frequency of sagnipliproductive wells located in
geothermal fields under operation, as well as wdpscies should be monitored in
waters and gases. In view of the fact that thig tgpinformation was not forthcoming,
but are still needed, renewed efforts should be emia@d obtain such forms. Some
examples of regulations, standards and proceduigsoghermal fields in neighbouring
countries can be acquired and would be usefuh@gdtology and geothermal resources
being exploited are similar. Given that on the otmend the environment in Iceland, as
well as its geological location, are so differemdnfi Nicaragua, the work done on this
issue in the Nordic country would be of only lintitese in tropical Nicaragua.
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3.4 Determining good practices for regulation ath supervision

During discussions with staff at both MEM and MARKRhere was talk of requiring
training and assistance on a number of highly stieed and diverse issues. It is
praiseworthy that the curiosity and desire to le@mrrclearly present, but the PFCG
should focus its efforts on supporting the govemine its supervisory and regulatory
functions. The responsibility for implementing addveloping geothermal resources
belongs to the developers, who also have an intereseeing the projects advance as
smoothly as possible, while aware that occasionalblpms may be inevitable. Thus
government supervision should be keyed to, foramst, avoiding that due to some
poorly understood notion of savings the developeildbdeficient environmental
mitigation works, or that there are no adequatetrotsr over the exploitation of a
reservoir that ensure its operation over the lagrgnt or even that the concessions
become the object of financial speculation. Tharde® know everything would also
appear to reflect the idea of regulating or cofitrgl everything (known as
micromanagement). Such an approach would not allow for the progerelopment of
geothermal resources. Government officials thateivec technical assistance and
training must be quite clear regarding what itxactly they are expected to do with the
knowledge they are being provided with. It is recoemded to add a technical
assistance component that defines good practicexenung supervision and
regulation, together with the forms containing degans (component 4.1) and
environmental standards (15.1) of the PFCG. Théseld determine the details of
what is to be supervised. A good and clear demarcaf functions would facilitate the

work of both government officials and developers.

4. Evaluation of Component2: Training

Thus far the PFCG training component has been tb& msible and the one that has
reached the most people. Except for a few com@aiancerning coordination between
government institutions, it is recognised and celtdad that both MEM and MARENA

now have a deeper understanding of geothermal 9ssare that this expands their
capacities in terms of follow-up, monitoring, swgsion, management and

environmental control over development projectse ©hgoing series of workshops and
seminars has also served as a space at which ithesendance have gotten to know
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each other and have the opportunity to share amsniand work together toward
common objectives. The very fact that several Nigaans have had the opportunity
see geothermal projects firsthand in both IcelardiE Salvador, and have studied how
these are operated, has contributed to the absormti their theoretical study of
geothermal energy production, while generating icenice in the technology. Many of
the obstacles to geothermal development are imihds of people who are opposed to
its use, often due to mistrust born of a lack cdwledge. The broad-based workshops
and training sessions, which have including perdoos universities and staff from
private developers, has contributed and continmesmtribute to increasing the level of

trust among the various entities involved.

Some private developers have expressed they hatreedhothe difference in the
supervisory work, especially as concerns the enwment. In particular, the mayor’'s
office at La Paz Centro was mentioned as a casdich environmental oversight used
to be rather diffuse, but has now become much rebaeply focused on those aspects
that may lead to environmental problems. Partidipam the training workshops also
mention that their level of knowledge has multiglisomething which will surely have
a positive effect on project development.

The complaints heard concerning the training casumemed up in three categories: (i)
workshops have been keyed mainly to public offgiahd on occasion have overlooked
the universities or private developers; (ii) att@mce at workshops has been deficient, as
too many people show up irregularly, thus undemgncontinuity of discussions on
important issues; and (iii) there are unsolveded#hces of opinion among MEM and
MARENA officials, and these have on occasion beemnted at the training sessions, as
occurred for example at the EIA workshop held imigua during the week from 18 to
22 May.

As regards comments of the first type (i), it mostnoted that the PFCG contemplates
that training is aimed specifically at public offits, and the fact that members of
universities or staff from private companies somes participate is a sign of openness,
flexibility and goodwill on the part of the projecoordinators. Complaints of this
nature arise rather from lack of information regagdthe Agreement. That said, it is
worth mentioning that on those occasions when persent by private developers
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participated, their presence has been considersdiygo The most immediate case is
that of the person charged with environmental effat San Jacinto — Tizate. She has
been able to forge positive relations with all itegtons, and is widely respected.
Anyone who visits the geothermal field she worksamh see that the environmental
aspects have been well identified and are undetraorThe workshops, therefore,
while correctly keyed to build capacities among lpubfficials, do stand to gain from
the presence of private sector representatives. dgening contributes to consolidating

better understanding and could result in improveplémentation.

Comments of the second type (ii) appear to refledality, an outcome of the informal
manner in which some participants approach theeisbwleed, the negative side of
opening the courses for broad-based participatiand-in particular to the universities
— is that persons may attend who do not have agtcommitment to the subject at
hand. In any case, this problem can be solved kipn@she organisers to take a firmer

stand with the institutions interested in sendiegspnnel for training.

Finally, it is unfortunate that complaint (iii) algeflects a reality, but one that goes
beyond the PFCG, is outside its scope, and is daielynto differences in attitudes that
are deeply entrenched at some government instiutitis solution would require that
top-level officials at MEM and MARENA (and even ENEhold open discussions at
which controversial issues are freely discussethawuit the presence of persons who do
not hold a position in government. A prior and veygneral understanding among
ministers, accompanied by instructions to mid-lexfétials to seek understandings at a
level of detail satisfactory to all, would go a ¢pway towards solving their difficulties,
both in PFCG training as well as in the remaindethe sector. MARENA staff has
requested its inclusion to the PFCG steering amddboation committees, but it should
be noted that if attitudes don’t change, all thatild be accomplished by this is to raise

the conflict to another level.

5. Evaluation of Component 3. Endowment with technicakesources,

infrastructure and equipment

The endowment with technical resources and equiprn@ok place at the MEM
laboratory installations. To that end a buildingswefurbished (rearrangement of
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spaces, electrical systems, chimneys, and so oo3t Bf the equipment is already in
place, and a large part has been approved. Theitetistaff engaged by MEM is well
suited to handle the equipment, and it is expetitatithe laboratory will be operating
sometime in August 2009. There was a two-monthydetaile it was determined
whether to adapt and rehabilitate the ENEL geothédaboratory or to build a new
one, but the delay has not had a major impact enwtbrk. State-of-the-art equipment
has been selected, with technical support availablly, and there is an interest on the
part of all developers to use the laboratory ses/ior sampling and analysis. This will
unquestionably be a valuable source of suppomdtional geothermal development.

Of all the equipment that was delivered to the tatmy — and it is a considerable
amount — thus far only one piece appears not tctimm adequately, namely the

geological microscope. Technical staff at MEM repdrthat the microscope’s objective
lenses were not properly centred, and that thermtienough space between the thin
blades that are the subject of analysis and thereet end of the objective lens. The
guaranty accompanying the equipment should be tssbdve the manufacturer repair
it. Otherwise, it should simply be replaced withnacroscope in good working

condition.

Two recommendations are made related to the sabiitpy of the laboratory in
general, rather than the equipment per se. At govent offices, which depend upon
the national budget for funding, it is very comntbat the product from sales services
be included as an income to the national treadtitlgis is the case here, the budget for
the functioning of the laboratory would depend uofar broader discussion on the
budget allocated to MEM and indeed how to distebsaid budget. This could lead to
scarcities or delays in the purchase of matermalsgents or replacements necessary to

the proper functioning of the laboratory.

It is recommended that any income generated thrdbghsale of services be used
mainly to purchase materials and replacementsall@aw for keeping the laboratory in
optimum conditions. Staff salaries are usually agtroblem, and may depend upon the

MEM budget without thereby risking sustainability.
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The second recommendation related to the laboradattyat the initial number of staff
operating the equipment (4 professionals) is adeqomaly for the purpose of carrying
out the routine analyses required by the two gepthkfields currently in operation.
The number of analyses required will depend upoatwé determined in the forms
mentioned earlier in the section above on “regoieti and standards”, but it will
probably be beyond the ability of a four-persorifstaundertake the necessary analyses
once two fields are operating at full capacity (tiaely Momotombo and San Jacinto
- Tizate). Further, an additional well is in thetteg stage. The equipment can handle
far more than this, but in order to operate it aady out the work that will be needed,
an additional shift (or at least half-shift) wilelrequired. This need for additional staff
will not occur immediately, but rather graduallyeaming in approximately two years.
Still, the need for more office space and a hidghelget is already foreseeable.

Finally, it is noted that the National Autonomousitérsity at Leon (UNAN) has good
capabilities for carrying out chemical analysest tbauld be used in geothermal
research, specifically atomic absorption, gas clatography, conductivity
measurement, pH analyses and so on. It is therefommmended to coordinate efforts
and be prepared to overcome any temporary difficoittsudden work overload at the
MEM laboratory by using the laboratory at UNAN Ledrthis may possibly require that
some of the equipment be the target of some inwgdinfor instance in order to
complete the gas chromatograph and purchase sapgguipment, but this is a far less

costly option than buying entirely new equipment.

6. General conclusions

Overall, it can be said that the three componeritthe Agreement show some
significant achievements. The persons charged \sitipervising and regulating
geothermal development in Nicaragua today haveepateknowledge of geothermal
science and technology than before. This will alkiwm to do a better job, and will
boost project implementation. As mentioned abohere are a number of projects
currently underway and in different stages of depeient. It is therefore realistic to
expect that in a few more years Nicaragua will e largest producer of geothermal
energy in Central America. There are many reasdnsthose who work in the sector

feel optimistic.
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One aspect that would help to obtain cooperatiammfrprivate developers and
universities would be to disseminate the Projectudeent more widely. None of the
private company representatives had seen a cofhed®FCG document, nor did those
in charge at UNAN Ledn have a copy, although thegwk of the part of its contents
that makes reference to the University. It is tHdutpat receiving information of the
cooperation with ICEIDA on geothermal energy getieraissues would in general be
well received as a gesture of transparency and gddbove all considering that they

are on occasion asked for information that is tameysed in the context of the PFCG.

Communication and coordination between governmestitutions and indeed within
MARENA itself needs to improve, both for the sakiepooper development of the
PFCG, as well as the adequate promotion and samvof geothermal development.
Situations such as the difference of opinion betwd&M and MARENA regarding the
need for environmental management plans (EMPs}hemew geothermal areas that
are being tendered are causing confusion, mistmdtcould possibly lead to delays.
Further, to discuss these differences at trainingrkshops is not the solution.
MARENA's request to be included in the steering aodrdination committees should
be considered, although always keeping in mind thaittitudes don’'t change, a

structural modification alone won’t solve the urigieilg problems.

After completing most of the main objectives imterof training, advisory services and
the equipping of Nicaraguan government institutjortse PFCG provides for
maintaining a certain level of support for techhiassistance in the follow-up to the
development of the geothermal fields, specificahg concerns resource and
environmental management. It also covers accomgrino universities in research
activities regarding high and low enthalpy resosrc®ver the long term emphasis
should be placed on establishing a group of looaflessionals that are in a position to
manage their own resources with some specificalliented external support.
Professionals at MEM and MARENA need to be traisedhey can adequately carry
out supervisory activities, even if it will contiauo be necessary to engage external
experts for opinions on certain highly specialigsspects (such as for example the
interpretation of seismic data, the mathematicaldeling of reservoirs, or the
electronic geophysical records that are kept orlsyveThis requirement of external
support on specific issues is quite normal and alivays exist, considering that the
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supervisory work usually requires a broad-basedowiof the development and
operation process, and only occasionally the tappdh in-depth knowledge on

particular aspects.

In view of the fact that geothermal developers inakagua are private enterprises, and
that they do not enjoy the backing of internatiogabthermal schools, the Nicaraguan
staff that will be directly developing and operatiine resources needs to be educated at
universities and then be selected and contractetidse companies. In this regard, the
work planned at the universities is the guarantst tgeothermal development in
Nicaragua can be maintained over the long runatm, the number of days scheduled
for technical assistance to MEM and MARENA over theg term (in particular the
years 2011 and 2012) can probably be reduced withmereby undermining the
achievement of the main objectives — given thatpifidessionals at the ministries can
do the work by themselves. Assistance could thergdmred toward establishing a
regional geothermal department at he UNAN in Nigaea In view of the fact that the
traditional international training programmes inwWN&ealand, Italy and Japan have
been closing down or reducing their outreach, ghgoaunity to train professionals in
geothermal energy generation is becoming more doinitver time. Nicaragua could

easily become a regional leader on the subject.

One aspect that had not been identified as a aiforf for the ultimate PFCG objective
— namely to increase the use of geothermal enargMicaragua — is the financial
situation of the electricity distribution compan@sned by Union Fenosa (DISNORTE
and DISSUR). If the geothermal development projects successful (which thus far
they are, albeit with some difficulties) it will beme necessary that several private
companies request financial support from intermatidinancial institutions (IFIs), in
order to implement approximately USD 1 billion inojects over the next five or six
years. For IFIs to approve amounts in that ordemafynitude, they need to have a
relative degree of certainty that Unién Fenosa ballable to pay the energy generators,
and they are aware that there have in the recantyean difficulties on that score. This
is a national situation that is of course entitedyond the scope of the PFCG, but it is
mentioned here because this may become a constraént developers seek financing

for geothermal projects in Nicaragua.
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The international financial crisis calls for a meriof patience and understanding, and
should be seen as something that is temporary. Wasty action taken against a
company that faces more obstacles obtaining fimgnttian was originally anticipated
may lead to additional delays in project implemg&ata In any case, it would appear
that the international financial system is slowtphslising, and that in a few more

months funding for projects of this nature will betp flow again.

Finally, it is worth mentioning that the climate cobnfidence among Nicaraguan
government officials and the members of the priwaetor will improve as the projects
advance and the regulators note that the supemvisistem functions adequately and
developers are complying with their contractualigdtions, while exercising their
rights. As the benefits to be derived from geottardevelopment become clear and are
visible to all, including the fact that environmahmanagement is proceeding without
to much difficulty, and that the interests of thevelopers and the state coincide in

many aspects, future development will be facildaigther.

7. Summary of recommendations

With the aim of simplifying the reading of this donent, the recommendations made
earlier are summed up below by each of the compgenef the PFCG Plan of

Operation, and include some more general recomntienda

7.1 Activity 1.1: Evaluation of Momotombo

This is considered to be a critical activity, arahigot be substituted for. It must take
place. In order for this to occur it will be necagsto appeal to the good relations that
have existed between MEM and Ormat in order towalMEM, with the support of
experts from Iceland, to evaluate the Momotombemasr, based on the data provided
by the company. A Plan of Action should be prepdceohcrease field production in a
sustainable manner, based on real data regardingt#éitus of the reservoir. If such a
Plan requires substantial additional investmenis,possibility could be discussed with
Ormat of extending the duration of its contractalfow for enough time to execute its

investment and make a return thereon. It is recomdie@ that the contracts with Ormat
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be modified in such a way that they reflect therentr knowledge on resource

availability.

7.2 Activity 2.1: Evaluation of El Hoyo — Monte Glan and Managua — Chiltepe

It is recommended that this evaluation take plactvio workshops, with the presence
of those technicians from GeoNica charged with areg the geoscientific models,

MEM staff and Icelandic experts. At the first wonke the discussion would

concentrate on the surface data that was gath#redeasons for which this and not
another type of data was selected, how the modeél ather data available were
integrated, and the rationale for locating the svéfl the places decided upon. At a
second workshop, once data from the deep wellimdrilhas been gathered, the
information obtained and results from these weltsuld be discussed, including the
model, and how the new data may be incorporateshit model in such a way as to
update and enrich it. Components 2.1 ¢ and d cauiwhin as originally planned, with

adjustments made only as concerns the timetable.

It is considered important that MEM staff, whichlivm the future be carrying out this
type of evaluation, be guided at least once thnaihhg entire process that takes place
once a concession is granted. The advisory serngo@aded in the evaluation of a
geothermal field can be seen as a transfer of lenyd, so that eventually MEM staff
can itself carry out these evaluations, with owsabsistance on only certain very
specific issues, as needed. If at a workshop iewesssible to discuss both concessions
granted to GeoNica, that would be beneficial, hetmost important thing is that MEM
staff understand the pattern they can use as aegwith which to evaluate the

development of future concessions.

Another field that is in condition to be includeda similar activity is that of Casita —
San Cristobal. Surface information is already add, apparently in sufficient quantity
to proceed and hold the first workshop on thidfi@ven if there is difficulty obtaining
information from GeoNica. However, because the By&l— Monte Galan geothermal

concession is already in the deep well drillingystat should be afforded priority.

7.3 Modification of contractual clause on tenders
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It is recommended to modify the twelfth clause s £xploration concession contracts
in such a way that it is established that the mfmtion gathered by the developer is to
be submitted to MEM at two points in time: at tlmclusion of the geoscientific model
once surface data has been included, and at thdustn of the geoscientific model

once deep drilling data has been incorporated.

7.4 Definitive interpretation of ENEL’s role as sharehdder

Private developers interpret the requirement ingBdra6 (Basis for Tendering), article 3
(State Participation) of the law on new explorattmmcessions, which orders that 10%
of the shares of the society charged with explonathust be granted to ENEL (15% in
the case of Casita — San Cristdbal) as a pureantiial operation, and assume that the
cost of delivering a percentage of its profits tHE as a “free carry” will be eventually
be recognised as an energy sale once the exploitatbncession is in hand. No
documents were found to back up this interpretatlbrt is correct, this should be
clarified to bidders in writing. If it is incorrechote should be taken that this may cause

problems further on during the exploitation phase.

7.5 ENEL as a minority shareholder representing the stte

It is not clear what function ENEL will have as anority shareholder and member of
the boards of directors of the concessionary comepahe role of safeguarding the
interests of the state falls to MEM, MARENA or INHepending upon the issue at
hand. This would seem to indicate that ENEL shqléy an entrepreneurial role in the
concessionary society. However, the tendering dectsnspecify that ENEL “for no

reason assumes any risk, debt or responsibiligngfkind”. It is hereby suggested that
the role of ENEL be better defined and further ifileat, for the sake of better

understanding thereof on the part of investorsyalkas the other state institutions.

7.6 Environmental management plans in the new areas opdor tender

There are two interpretations possible regardieggbue of environmental management
plans (EMPs). MARENA officials are of the opinidmat the EMPs for a protected zone
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should be prepared first, thus placing the ministrya position to deliver Terms of

Reference (ToRs) to the developer regarding the tBBAcompany must engage. For
their part, MEM personnel considers that the degyei@an be given ToRs even without
there being an EMP for the protected area. Thia idifference between the two
ministries that needs to be cleared up, and thepaaras bidding for exploration

concessions should be informed on whatever agreeimenached. Preferably, in the
future, the EMPs for protected areas should beuded in the tendering materials as
part of the technical information, and could th#sthken into account by bidders as
they prepare their offer.

7.7 Activities 4.1 and 15.1: formulation of regulationsand standards

The activities were implemented, but the forms thiEM and MARENA expected

were not obtained. Considering that these are @en&al part of the regulation
procedures, and that those existing in Iceland likedy to be very different from

regulations in Nicaragua, it is recommended toldista contact with developers and /
or institutions in neighbouring countries, in order obtain the environmental and
operational forms needed for geothermal projectst fstance, in El Salvador,
geothermal concessionaires must periodically subaitreport to the General
Superintendency of Electricity and Telecommunia&iqSIGET) that contains the
information necessary for supervising and monitprigeothermal resources.
Environmental forms are also used for purposesupérvision and monitoring on the
part of the Ministry of the Environment and NatuRasources (MARN). It would most
likely be easy to access this information, as waglto enlist the support of neighbouring
countries whose environmental and geological sdnatare fairly similar to those in

Nicaragua.

7.8 New TA component: Good Practices Manual for Reguladn and Supervision

Supervision and regulation of geothermal resoubgethe state should focus on those
decisions or practices that affect the environnoerglectricity supply to Nicaraguans in
the short or long term. Supervisors must not attampnicromanage all of the day-to-
day activities at the different projects or opemasi being carried out by companies,
although they must be kept informed and satisfied the works are being undertaken
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according to the highest standards in the indudtryorder to properly target the
supervisory work and eliminate requests for trajnom highly specialised and diverse
subjects, it is proposed to add a technical asgistaomponent to the Agreement that
could be included in activities 4.1 and 15.1, regag the preparation of a Good
Practices Manual for Regulation and SupervisiorGebthermal Projects. As there is
not sufficient experience on the subject in thet@émmerican region, assistance from
Iceland is of the essence (on technical, not legsters). It is worth mentioning that the
manual should be prepared locally in Nicaragua witernal assistance, and it should
not be expected that a consultant can work in tieolato prepare a full-fledged,
comprehensive manual. The comparative work alreddge on regulations and

standards in several countries could serve aspan fa this activity.

7.9 Component 2: Participants at the training sessions

It has been observed that the training providedrfahe PFCG geared specifically at
public officials, and the fact that there has bparticipation by private developers or
universities is rather a demonstration of openrfésability and goodwill on the part of
PFCG coordinators. Nevertheless, considering tfeparticipation of persons active in
sectors outside government has been a successrecommended to allow private
sector and university staff to participate more¢h@se activities. Their participation has
contributed and continues to contribute to gooatm@hs among institutions, and to
reaching general understandings within the sector.

7.10 Component 2: Irregular attendance at training sessins

In view of the fact that attendance at some trgirements has been irregular, and that
the list of participants tends to fluctuate fromeamay to the next, it is recommended
that organisers take a firmer stand with the aitiberat the institutions sending the

trainees.

7.11 Component 2: Discussion on differences between MEEhd MARENA

Training workshops are not the most adequate fdamthe venting of differences of

opinion between officials from the various minis#i It is recommended that personnel



29

involved in geothermal development at MEM, MARENAdapossibly ENEL, hold a
separate meeting in order to address those issuesich they hold divergent views,
and make an effort to reach agreement on each .painprior and very general
understanding among the ministers, added to insng to their delegates to work
toward agreements on the various issues, should lpng way toward resolving the

situation.

7.12 Activity 2.1 K: Geological microscope

It is recommended to make use of the guaranty paireor replace the damaged

microscope with one that functions properly.

7.13 Component 3: Sustainability of the laboratory

It is recommended that any income that may be géeerby the sale of laboratory
services be used primarily to purchase materialsraplacements in order to keep the

laboratory in optimal operating conditions.

7.14 Component 3: Laboratory staff

It is recommended to make the necessary prepasatiomcrease the laboratory staff
once two geothermal fields are operating at fulacgty, and another one is in the well-
drilling and testing stage (approximately two ye&ence). When this occurs, four
professionals will not be sufficient to cover theeds for analyses. Therefore both

physical space and budget should be planned fdingtanow.

7.15 Component 3: Equipment at UNAN Ledn

Considering that a good part of the chemical aimaklguipment at the UNAN Ledén can
be used for geothermal purposes, it is recommenoembordinate efforts in case it
becomes necessary to supply a temporary deficiencgudden work overload at the
MEM laboratory. In addition, the equipment at theversity needs little investment to

complete the gases chromatograph and sampling requip Therefore this option
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should be considered before purchasing additiompiipenent, although this may

become necessary at some future point in time.

7.16 Long term considerations

Given that the development and operation of geothkeresources will be a direct
responsibility of private operators, a local ungrgrlevel training centre is required, for
the purpose of educating professionals who canespigstly be selected and trained by
individual companies. The time scheduled for tecainassistance over the long term
could profitably be reduced without thereby undeing the objectives of the
Agreement, given that the staff at the ministriedl Wwave been trained and can
undertake most of the supervisory work on their oWmus the time allocated to expert
assistance could be reoriented to building capaaiiy transferring knowledge to the
universities by establishing a regional geotherdelelopment department, headed by
Nicaraguans. This would guarantee maximum sustgityatn geothermal exploration

and exploitation in Nicaragua.

7.17 Dissemination of the Agreement

Many of the actors active in geothermal developmamt outside government are
unaware of the contents of the PFCG Agreements itecommended to deliver an
electronic copy of the Agreement to those devekpehose cooperation is being
requested, as well as to the universities includetthe Agreement. This would send a
signal of openness, transparency and goodwill,sodild facilitate relations with other
institutions when data are requested for analysithe framework of the PFGC, or
personnel are called upon to attend workshops deroto review geoscientific or

reservoir models.

7.18 The international financial crisis as a risk elemen

The international financial crisis exerts an inflae on the possibility of obtaining
financing for all projects, and may therefore affédhe normal development of
geothermal projects in Nicaragua. Indeed, theshsis already affected financing for
the project at San Jacinto — Tizate, and has letittitional delays in its development
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plan. It is likely that the current situation wdbntinue for at least a few more months.
This is an element that must be taken into accasiorce majeure external risk factor
for these projects, as it is entirely beyond theticd of developers or the government of
Nicaragua. Therefore patience and understandingb@iheeded during the remainder
of this year if there are delays due to difficuidtEncountered in obtaining the necessary
financing. It is important, notwithstanding, to keeip the pressure as concerns

implementation, within the boundaries of what isgible and realistic.

7.19 The solvency of the electrical distribution compares as a risk element

Investments in geothermal development projects dfier coming years could be
considerable. The return on said investments wtakld place by means of energy sales
to the electricity distribution companies. The fio&l solvency of these distributors
will be subject to examination by banks and intéomal financial institutions, as a
commercial risk element. In the recent past, problavith solvency have been reported
at the two electricity distribution companies th&ong to Union Fenosa. The PFCG
document should take this risk element into acceumbng the external risk factors as

regards financing for the geothermal energy devetaq projects that are planned.

7.20 Administration of the Project with the closing of the Iceland Embassy

The Project has produced positive results so itnds necessary to make big
administrative changes. However it is necessanythi@acoordinator of the project have
all the support for the Icelandic offices. It ca@ becessary to consider one or two
mission of the ICEIDA central offices to Nicaragta evaluate the projects and
monitoring of vice versa of the coordinator to &ned. The coordinator can be provide
with all the adequate technology and permits tepka very broad and efficient remote

communication with Iceland.

7.21 Facilitation of Informal communication

The Project has been managed with level of verly fagmalism which is necessary and

must be continued. However especially with the iment closing of the Iceland

embassy in Nicaragua, the informal communicatieo alill be important. It is
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important that the coordinator of the project dtiearaguan functionary can clarified
doubts by phone o by video conference even if ngtdcument of support.. The
result with that is that the functionary resporssitar the projects could assume their
own position even without the writing support franconsultant . In this way the
responsibility about the decision and recommendatitl be transfer gradually to the

local functionary.



