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Acres International Corporat~on 
Memorandum 

To Mr B N Pradhan 
Project Manager, USAID/Nepal 

From James R Plummer 
Project Manager 

Date October 30, 1998 

Subject Private Electricity Project 
Contract No 367-C-00-95-05117-00 
Fmal Report 

In accordance wrth the USAlD requ~rements In Clause 752 7026, Reports (Oct 1989), we are 
transm~tt~ng copres of the Fmal Report for the PEP contract 

The Fmal Report summanzes the accomplrshments of thrs ass~gnment, methods of work used, and 
recommendat~ons regard~ng unfinrshed work and / or program contmuatron The report also prov~des 
a bnef summary (synops~s) of each report as well as some of the key recommendat~ons In order to 
assrst the reader In locat~ng lnforrnat~on In addrt~on, the report prov~des two appendrces, Append~x 
A whrch cross references act~v~t~es to the techn~cal spec~al~sts and dellverables, and Appendrx B 
whrch rncludes coples of the Progress Reports Issued dunng the course of the contract 

In our recommendat~ons we have strongly supported USAID/Nepalls Pnvate Sector Hydropower 
Development Project's Spec~al Objectrve 4 In our support thls objectwe, we belleve Acres can 
prov~de valuable assrstance based on our experience and knowledge, to revlew and comment on 
any changes or revlslons made In the follow~ng documents 

Nepal Power Development Fund - Borrower's lmplementatron Plan 
Request for Qual~ficat~ons and Request for Proposals for Development of Hydroelectnc Projects 
for Development of Hydroelectnc Project under Bu~ld, Own, Operate and Transfer (BOOT) Bas~s 
Nepal Project Benefits Model - PROBEN Model Documentat~on 

We have apprecrated the opportun~ty to work w~th USAIDINepal on the Pnvate Electrlclty Project, 
and the ach~evement of srgn~ficant accomplrshments In support~ng EDC In its promotion of pnvate 
rnvestment and management of the hydropower sector As USAlD continues rts ass~stance In Nepal, 
we would be pleased to be consrdered to prov~de techn~cal servlces to support your current goals 

If you have any quest~ons regardrng our work or belleve that any correct~ons should be made to the 
Frnal Report, please adv~se 

cc Scott Ferguson, AG Ch~ef of Party 

4cres/USclID Prrvate Electr~crty Project 
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This Final Report summanzes the work carned out under the Pnvate Electncity Project (PEP) by Acres 
International The contract was awarded m Apnl 1995 and by a senes of amendments the work m Nepal was 
extended through August 1998 Ths  report summanzes the accomplishments of h s  assignment, methods of 
work used, and recommenhons regardmg untitushed work and/or program continuation In addtion, th~s  report 
prov~des a bnef summary of each report m order to assist the reader m locatmg mformation 

1 I Purpose of Project 

The purpose of PEP has been to promote pnvate mvestrnent m and the management of the hydropower sector 
Thls goal was accompbhed through the provision of leadershp and coordmation by a Chef of Party, short term 
technical assistance, t r m g  and sermnars focused on enhancrng the ~nstitutional capacity of the Electncity 
Development Center (EDC) wth the b t r y  of Water Resources (MOWR), and procurement of commo&hes 

More specifically the project was Implemented to 
Strengthen the mstitutional structure 
Broaden the regulatory framework 
Broaden pnvatization slulls 
Provide advice rn financial, legal and momtonng 
Procure commodties and provide adrrrrmstrative support 

+ Cany out formal tramng and promotional programs 

I 2 Organ~zat~on of Report 

The report has been orgmzed as follows 

c Section 3 

+ Section 4 

Section 5 

Summary of Accomplishments identifies major accomplishment, provides a list of the reports 
prepared by specialists, outlmes the trartlmg and study/promotional tour activ~ties, lists the 
procurement of major commodties, and lists the progress reports issued dunng the contract 

Description of Reports provides a bnef summary of the purpose or content of each report as 
well as some of the key recommendations 

Methods of Work provldes an outlme of the general methodology used by techcal specialists 
for preparation of the vanous reports 

Recommendations provides a summary of the recommendations regardmg unf~n1shed work 
and/or the contmuauon of the program to support the pnvatization of electricity production m 
Nepal 

Prowdes a hst of the achwhes as reported m Progress Reports, cross referenced to the techmeal 
specialist(s) responsible for the act~vity and the deliverables fiom that actlvlty 

Provides a copy of the Progress Reports ~ssued dumg the contract 
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Fmal Report 

2 Summary of Accompl~shments 

Th~s  section surnrnanzes the accomplishments of the PEP assignment under the followmg subsections 
+ Major Accomplzshments whch identifies major accomphshments wth supportmg references 
+ Reports whlch lists all reports by date completed as well as author 

Traznzng and Study/Promotzonal Tours whch idenbfies the vanous activities accomplished 
+ Procurement whlch lists major cornmo&hes procured as well as the mtallation of the LAN system 

Progress Reports whch lists the mam progress reports 

Major accompbshments are presented "zn bold ztabcs" under the followmg subheadmgs and supported mth 
references to the completion of reports as well as other assistance provided by the techcal  specialists The 
reports are referenced by title only m h s  section Complete listmgs of the reports by t~tle, author and date are 
provided m Section 2 2, Reports, and summary descnptions of the purpose or content of the reports as well as 
some key recommendations are provided m Section 3 

2 1 I lnst~tut~onal Strengthenmg and Regulatory Broadenmg 

Rewewed the znshtutzonal structure and regulatory framework of EDC and provzded 
recommendatzons to strengthen the structure of EDC and broaden zts regulatory role zn the 
development of przvate power zn Nepal. 

Th~s project goal was accomphshed through a number of activit~es/reports whch are summanzed below 
h t i a l  assistance was provided as part of Phase I and served as the foundation on whch the scope for 
&honal techcal  assistance was developed and Implemented Phase I accomphshments focused on 
the msbtubonal structure and regulatory functions of EDC and lncluded the followmg activities/reports 

- "Review of Institutional and Regulatory Arrangements for Pnvate Investment m Nepal's Power 
Sector" which focused on strengthenmg the mshtutional structure of EDC to support the pnvate 
sector electricity program mcludmg recommendations as necessary 

- " T r m g  Needs Analysis, EDC Pilot Group7' whch developed a sustamable process for conhued 
evaluation and momtonng of the tramng and educational needs of EDC 

- "Review of LicensmgISafety Standards and Procedures" whch made recommendations regardmg 
procedures and standards to be used by EDC m licensmg and momtonng of projects 

Thls effort to strengthen EDC was fiuther expanded m Phase I1 of PEP and lncluded 

- Review of the pdelmes and procedures for the env~onmental review process and the issues of 
managmg the Interests of stakeholders These accomphshments have been presented separately m 
Section 2 1 2 below 

- "Review of Project Inspection Procedures and Dam Safety" wth recommendations regardmg 
speclfic regulations for oversight d m g  construction, quality control and mpection programs 
relat~ng to dam safety 
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While the project goal to strengthen the mstitutlonal structure of EDC and expand its regulatory role 
were addressed m the activities/reports noted above, th~s  theme contmued throughout the efforts of 
techcal  specialists m other areas of accomplishments lscussed below For example, the assistance 
provided m the development of the Power Development Fund Borrower's Implementation Plan, 
hancial models such as PROBEN to analyze the total benefits and feasibility of developments, and the 
preparation of RFQ and RFP documents for the solicitation of developers, have also supported th~s  
overall goal of mstitut~onal strengthen~ng 

2 1 2 Development of Gu~dellnes for Environmental Review 

Revzewed the envzronmental regulatory process, provzdzng clarzjicatzon of guzdelznes and 
procedures for the envzronmental revzew process, zdentzjied both the envzronmental Issues and 
the znterests of stakeholders zn the development of power projects andprovzded recommendatzons 
on the management of these zssues, and made recommendatzon on the exemptzng of smaller 
hydroelectrzc projects from the full EL4 process 

The followmg reports/activities were accomplished 

- "Strengthemg EDC's Capacity for Environment Review and Management of Power Sector 
Projects" whch reviewed the envronment assessment process m Nepal mcludmg the standarchzed 
Enwonmental Impact Assessment procedures, and then focused on specific requrrements and roles 
for envronmental remew, management and monltonng of public and pnvate sector power projects 
licensed by EDC 

- "Interagency Consultation Process for Environmental Review of Hydroelectnc Developments" 
whch mcluded an assessment of current Nepalese regulations, gwdelmes, and expenence wth the 
agency consultahon process for licensmg hydroelectnc projects, and provided recommendations of 
possible mprovements whch could be made to the process 

- "Interagency and Public Consultation Guidelmes for Application for Production License" whch 
presented the recommended nunmum procedures for conductmg agency and public consultations 
for the EIA process associated wth licensmg a hydroelectnc project m Nepal 

- ''Summary of Exlstmg Guldelmes and Regulations for Hydropower Licensmg m Nepal" whch 
summanzed the hcensmg and enwonmental reqwements that potenbal hydropower developers wll  
face rfproposmg a hydroelectnc project m Nepal The baas of these gwdelmes provided valuable 
information to potential developers m an Appenchx to the "Request for Qualifications for 
Development of Hydroelectnc Projects on Build, Own, Operate and Transfer (BOOT) Basis" 

- "Review of Potential for Exempting Smaller Hydroelectnc Projects from the Full EIA Process" 
which exarmned the potential for mplementmg a regulatory process for exemptmg small 
hydroelectnc projects, m the range greater than 5 MW capacity, from the full EIA process now 
reqwed by the Enwonment Conservahon Rules, and concluded that such a process is feasible from 
an environmental, techcal, and regulatory perspective 

- "Stakeholder Issues m Hydropower Development Projects" whch Identified a comprehensive list 
of stakeholder Issues m the three stages of a hydroelectnc development and how these issues are 
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related to the stakeholders7 mterests, and then addresses the analysis of these issues by applying 
relevant cntena and how these issues can be managed 

- "Manual on Gmdelmes for Stakeholder Analysis" was wntten to assist the user m conductmg 
stakeholder analysis for power development projects by facllitatmg the ~dentlfication of 
stakeholders, understandmg theu concerns, and formulatmg appropnate strateges to manage theu 
participation 

The acbvlhes of these specialists as well as the mteraction wth EDC provided an understandmg of the 
envuonmental review and management process, and specific pdelmes for unplementmg regulations 
mandated by exlstmg legslation 

2 1 3 Prwat~zat~on Support 

Supported EDC's mandate to promote przvate power development for both domesttc growth and 
export by provzdzng reports, zmplementatzon plans, solzcttatzon documents, fznanczal analytzcal 
models and traznzng 

A sigdicant accomphshrnent of PEP was its support of pnvate power development activities by EDC 
Initial accomplishments m this area mcluded the followmg activities/reports by several specialists to 
provlde revlews and recornmendabons, appropnate fmancial documentation, nsk and fmancial analysis 
tools 

- "Review and Recommendations - Electnc~ty Tanff Fixation Comrmss~on" whch prov~ded an 
analysis of the Nepal's Electricity Tanff Fixation Comss ion  and recommendations for 
strengthemng its overall performance 

- "Private Power Project Development - Fmancial Documentation" contams an overvlew of the 
financial documentabon reqwed m the lrnplementatron of power projects m the pnvate sector Ths  
report promded valuable might mto the needs of the developer m meetmg fmancial documentation 
and supported the folloulng reports on "hsk Allocation " and the development of RFQ7s and 
RFP7s for solicitation of competitive biddmg 

- "ksk Allocat~on and Mitigation for Pnvate-Sector Fmancmg of Hydroelectric Projects m Nepal", 
a d~scussion of the process of identification and mtigabon of nsk whch is crucial to successll 
fmancmg of a project 

- "Fmancial Pro Forma Model for Pnvate Power Project" is an analytical fmancial model for use m 
forecastmg the iinancial lmpact of both solicited and unsolmted hydropower projects m the pnvate 
sector and allows user to review buy-back rates, ratios of debt and equlty, internal rates of return 
and other necessary financial mdxators used m the assessment of proposed projects 

Dunng the penod that the above noted activities/reports were bemg completed, support efforts were 
focused on the development of fundmg, financial analysis for negotiations, and the preparation of 
solicitation documents Acres responded to th~s  change by providmg support m the folloulng areas 
whch have been detailed separately m order to identifjr the specific accomplishments m each of these 
areas 
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- Development of Guldelmes for Environmental Review (Section 2 1 2) 
- Procedures for Implementation of the Power Development Fund (Section 2 1 4) 
- Development of Fmancial Models (Section 2 1 5) 
- Requests for Qualifications/Proposals (Section 2 1 6) 

In adhbon to these actmhes, techcal speciahsts provided support to EDC throughout negotiations for 
the development of the Khmti and Upper Bhote Kosh hydroelectnc projects, both of whch are now 
under construction The Export BenefitsNaluation Expert also prov~ded fmanc~al analysis support 
dunng the negotiations for the West Set1 project 

2 1 4 Procedures for lrnplementat~on of the 
Power Development Fund 

Developedprocedures for Implementatzon of the Power Development Fund (PDF) for the fundzng 
of power projects, prepared a RFPto solzczt the servzces of a Fund Admznzstrator, and draftd a 
report whzch zdentzjied sustaznable models for znvestment zn small-scale projects that could 
contrzbute to Nepal's rural electrzficatzon dejiczt by utzlzzzng monzes from the PDF 

Three reports were drafted to provlde the procedures for mplementation of the PDF and to secure the 
services of a Fund A h i s t r a t o r  The followmg three reports were authored by the PDF Specialist 

- "Nepal Power Development Fund - Borrower's Implementation Plan (Recommendations and 
Guldelmes for Fund Implementation)" is the manual for the a b s t r a t i o n  of fundmg support for 
melurn sized hydroelectnc projects 

The completion of th~s  jnal draft report of the Nepal Power Development Fund - Borrower's 
Implementation Plan was a major accomplishment It has been reviewed and received general 
acceptance by EDC, MOWR and the World Bank Moreover, the support provided by t h~s  activlty 
has mamtamed the momentum and mterest to lrnplement the PDF whch is key m alleviatmg vmous 
fmancial constramts for pnvate power development m Nepal 

- "Request for Proposals for Power Development Fund Admmstrator'? whch sets forth the blddrng 
process for the solicitation of services for the PDF A h s t r a t o r  and lncludes sections such as 
Information to Bidders, Instruction to Bidders, and Proposal Evaluation Process 

- c'Institutional Issues Associated with the Fmancmg of Small-Scale Hydropower Projects Lessons 
from the Developmg World and Implications for Nepal" addresses the opportun~ty to utillze the 
PDF for smaller projects by assistlng EDC7s efforts to Identify sustamable models for investment 
m small-scale project that could contribute to Nepal's rural electnficat~on deficit 

2 1 5 Development of Fmanc~al Models 

Developed models to analyze thefinanczal feaszbtlzty of power developments and to evaluate the 
total benefits of developments zn order to asstst EDC m negotzatzng agreements wzth potentzal 
developers wzth zncreased benefits for Nepal. 

Several kancial models were developed to analyze the fmancial feasibility of power developments and 
- 

evaluate the benefits of a development m order to help EDC negotiate agreements wth  potenhal 
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developers The followmg three models were developed and accompanymg manuals were authored by 
SIX speciahsts The pnnc~pal model developed is the bbNepal Project Benefits Model - PROBEN Model 
Documentat~on" whlch allows the greatest flexibility of mputs and outputs for the evaluation of total 
project benefits It has a number of smlanties wth the "User's Manual Model Fmancial Pro Forma 
for Pnvate Power Project" A dmussion of the apphcabon of these models has been provlded m Section 
3 23 

(a) "Nepal Project Benefits Model - PROBEN Model Documentatlon" [PROBEN replaced and 
upgradedNEPS. whrch had been issued as a separate reportr' is a custom-developed tool to 
assist EDC m 
- evaluatmg power export policy alternatives and formulate recommendations 
- assessmg and cornpanng developer's proposals 
- quantifying the net benefits to Nepal, mcludmg downstream benefits 
- assistmg m negotiations wth potential developers and downstream beneficlanes 
- understandmg the llnkages between HMGM policy, power production, export pnces, project 

economcs, project frnance and developer viability 

(b) "User's Manual Model Fmanclal Pro Forma for Pnvate Power Project" is an analytical financial 
model for use m the forecastrng the financial Impact of both sol~cited and unsolicited hydropower 
projects m the pnvate sector, and allows the user to review buy-back rates, ratlos of debt and eqmty, 
mtemal rates of return and other necessary fmanclal mQcators used m the assessment of proposed 
projects 

(c) "Small Hydropower Project - Fmanclal Simulation Model" (SmallFinSim) prov~des EDC and 
MOWR wth a sunple tool for analymg the commercial viabhty of small-scale hydropower projects 
that may be eligble for fundmg under the World Bank's proposed PDF "second wmdow" 

2 1 6 Requests for Qual~f~cat~ons/Proposals 

Prepared Requests for Qualzficatzon and Proposal documents to sobczt qualtficatzons and 
competztzve bzds from developers for the development of power projectsfor both domestzc and 
export power 

Requests for Qualifications and Proposals were drafted to solicit and select qualified bidders, and to 
request and evaluate competitive bids for the development of power projects by developers on a Bmld, 
Own, Operate and Transfer (BOOT) Basis The followmg three draft documents were prepared and 
authored by the techcal wnter 

- "Request for Proposals for 402 MW Arm-I11 Hydroelectnc Project on Bwld, Own, Operate and 
Transfer (BOOT) Basis" 

- "Request for Proposals for Development of Medium Hydroelectnc Project on Build, Own, Operate 
and Transfer (BOOT) Basis" 

- "Request for QuaMcabons for Development of Hydroelectnc Projects on Bmld, Own, Operate and 
Transfer (BOOT) Basis" 
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These documents were prepared to support the q&catxon and compebtive biddmg process for pnvate 
power developments The reports provide detaled background mformat~on needed by developers, the 
process for qualifications and/or biddmg, and the evaluation cntena to be used by EDC These 
documents also contam processes and detailed forms to facilitate bid preparation and review, as well as 
ensure a f a r  and transparent process 

As part of t h~s  act~vity, the Techmcal Wnter prepared Annex A 1, Copies of Pohces, Acts and 
Regulations Relevant to Power Development m Nepal, to serve as a resource document to ass~st 
developers m accessmg this lnformatlon 

In addition to the above documents, the Techmcal Wnter reviewed and prepared a draf€ Request for 
Quahficatxons for the Arun-111 project whch EDC used to solicit qualified bidders for the development 
of thls project 

Organzzedformal traznzng courses and workshops whzch burlt skzlls and transferred znformatzon 
relevant to the mandate of EDC to promoteprzvatepower developments zn Nepal 

W e  t r m g  was mtegral wth the activities discussed above, the planmng and mplementation of ths  
activity was considered a separate activity As such, the major accomplishments of t r a m g  are listed 
below and have been surnrnmzed m Sectlon 2 3, T r a m g  and Study/Promotional Tours 

Formal Traznzng 
Fmance and Economcs 
Contract Law and Negotiation 
Basic Management 
Effective Negotiation for Power Sector 

Workshops 
Project Monltomg/Inspection 
Rate Design and Tanff Analysis 
Project Benefit Analys~s 
LAN System 

2 2 Reports 

Reports prepared have been listed m Table 2-1 and have been listed m order of date completed 

Acres/USAID Pr~vate Electr~aty Project 2-6 

1 



Table 2-1 

List of Reports 

Title 

Phase l 

Author(@ 

Review of lnst~tut~onal and Regulatory Arrangements for 
Prlvate Investment in Nepal s Power Sector 
Final Report 

Trainlng Needs Analysis EDC Pilot Group 
F~nal Report 

Review of L~cens~nglSafety Standards and Procedures 
Final Report 

Date 

Phase ll 
Rev~ew of Project lnspect~on Procedures and Dam Safety 
F~nal Report 

Strengthening EDC s Capacity for Environment Review and 
Management of Power Sector Projects 
Final Report 

Review and Recommendat~ons Electr~city Tanff Fixat~on 
Comm~ssion 
Final Report 

Private Power Project Development - Financ~al 
Documentat~on 
Final Report 

Rlsk Allocat~on and Mitigation for Private Sector Financing of 
Hydroelectr~c Projects in Nepal 
Final Report 

Users Manual Model F~nanc~al Pro Forma for Pr~vate Power 
Project (wldisk for Model) 
Final Report 

Request for Proposals for 402 MW Arun-Ill Hydroelectrtc 
Project on Bulld Own Operate and Transfer (BOOT) Bas~s 
Second Draft Report 

The Export of Power from Nepal - Evaluation of Opportunit~es 
Final Repon 

Lawrence M Haas 
Env~ronmentallSoc~al Plannlng 
Spec~al~st 

Lloyd Haase 
Human Resources Development 
Special~st 

Foster Pelton 
Spec~abst Power Operat~onsISafety 

Stakeholder Issues ~n Hydropower Development Projects 
Draft Report 
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September 1995 

September 1995 

September 1995 

Foster Pelton 
Specialist Power OperationdSafety 

Lawrence M Haas 
EnvironmentaUSoc~al Planning 
Spec~al~st 

Teny M Pratt 
Tariff Special~st 

Foster Pelton 
Spectallst Power OperatlondSafety 

M~chael S Ashford 
F~nanc~al Contracts Special~st 

M~chael S Ashford 
Financ~al Contracts Special~st 

James R Plummer 
Techn~cal Wr~ter 

Donald Pnestman 

Nepal Power Development Fund - Borrows lmplernentat~on 
Plan (Recommendat~ons and Gu~del~nes for Fund 
Implementat~on) 
Final Draft Report 

Manual on Guidel~nes for Stakeholder Analys~s 
Draft Report 

Review of Potential for Exempting Smaller Hydroelectric 
Projects from the Full EIA Process 

February 1996 

April1996 

August 1996 

August 1996 

August 1996 

August 1996 

Apr~l 1997 

August 1997 

Interagency Consultation Process for Env~ronmental Review Peter S Foote 
of Hydroelectr~c Developments Environmental Spec~al~st 
Draft Report 

Dr Jagadish C Pokharel 
Stakeholder Analyst 

Request for Proposals for Development of Medlum 
Hydroelectric Project on Bu~ld Own Operate and Transfer 
(BOOT) Basis 
Draft Report 

March 1998 

Randolph S Lintz 
Power Sector Development Fund 
Spec~alrst 

Dr Jagadish C Pokharel 
Stakeholder Analyst 

Peter S Foote 
Env~ronrnental Spec~al~st 

May 1998 

June 1998 

June 1998 

James R Plummer 
Technical Wrlter 

March 1998 



Summary of Exlsting Gurdellnes and Regulations for 
Hydropower Licensing In Nepal 
Draft Report 

Interagency and Public Consultat~on Gurdehnes for 
Appl~cat~on for Product~on License 
Draft Report 

Request for Proposals for Power Development Fund 
Admlnlstrator + Request for Express~ons of Interests 
Draft Report 

lnstrtut~onal Issues Assoc~ated w~th the Frnanc~ng of Small 
Scale Hydropower Projects Lessons from the Developrng 
World and lmpl~cat~ons for Nepal 
Draft Report 

Small Hydropower Project - Flnanc~al S~mulatron Model 
(wldrsk for Model) 
Draft Report 

Nepal Project Benefits Model PROBEN Model 
Documentatron (wldlsk for Model) 
Draft Report 

Request for Qual~fications for Development of 
Hydroelectrrc Project on Build Own Operate and Transfer 
(BOOT) Basrs 
Seventh Draft Report (dr-7a) 

Annex A I - Coples of Pol~ces Acts and Regulations 
Relevant to Power Development rn Nepal 

Author@) I Date 
- 

Peter S Foote 
Environmental Speclalist 

Peter S Foote 
Envrronmental Spectallst 

2 3 Tralnmg and Study/Promot~onal Tours 

June 1998 

Randolph S Lrntz 
Power Sector Development Fund 
Specrailst 

Randolph S Llntz 
Power Sector Development Fund 
Speciahst 

Randolph S L~ntz 
Power Sector Development Fund 
Specralist 

Dan Rulu 
ExporVValuat~on Specialist 
Clark C Smlth 
Water Resource Engrneer 

James R Plummer 
Techn~cal Wrrter 

The followmg t r a m g  activities were undertaken dunng the course of the contract 

(a) Workshops 

August 1998 

August 1998 

August 1998 

August 1998 

September 1998 

The Power Operaibons/Safety Specialist demonstrated the steps m the mspection process by jomtly 
lnspectlng selected sltes with staff of EDC He conducted field mstruction on the procedures used 
m the inspection process and formulated the types of reports to be subrmtted The specialist wth 
staff fiom the Inspection Division of EDC, dumg the penod February 17 - 20, 1996, visited the 
Marsyangdl hydroelectnc project and the first and second Kulekham hydroelectnc projects 

The Tanff Specialist and Chef of Party presented a workshop for EDC staff on rate design and 
tanff analysis m July 1996 

The Techcal Wnter conducted a three day mteractive review wth seruor EDC staff of the draft 
"Request for Proposals for Development of a Hydroelectric Project (Arun-111) on a Build, Own, 
Operate and Transfer (BOOT) Basis" m March 1997 
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The ExportNaluation Benefits Specialist and HydropowerNater Resource Engmeer presented a 
workshop mcludmg tramng m the use of the NEPSIM model for the evaluation of benefits from 
power developments to M e n  EDC and MOWR staff m June 1997 NEPSIM model was later 
updated wth PROBEN followed by another workshop m August 1998 whch is descnbed below 

The Stakeholder Analyst and Environmental Specialist presented a one day workshop to EDC and 
MOWR staff on the identification and managmg of stakeholder issues, and the Interagency 
consultation process whch is part of the environmental assessment for power projects 

As part of the Local Area Network (LAN), special efforts were made to enhance the level of 
preparedness of EDC personnel that w11 have access to personal computers (PCS) Emphasis was 
put on the use of local tramers presentmg four separate courses 
- LAN components and operations, and the use of the Wmdows NT operatmg system - four 

partlclpants 
- PC hardware and software for executives - five participants* 
- begmner level course on PC hardware and software - seven participants 
- mtermehate level course on PC hardware and software - 12 participants 

* To facilitate the attendance of EDC executives, Acres orgamzed a PC m - l a b  on the EDC 
premses All the lessons for EDC executives were presented m that m - l a b  

Classes were presented m a "daily, two-hours per session" format The LAN course was 
presented over a three week penod, whde the three courses on PC hardware and software were 
presented over a penod of approxunately two months Based on the reactions from course 
participants, the level of satisfaction was hgh 

The COP and ExportNaluation Specialist along wth the Water Resources Specialist presented a 
t r m g  course for the users of the Project Benefit Evaluation (PROBEN) computer program The 
course was successfully presented to about 20 attendees from EDC, MOWR and other 
orgamzations PROBEN 1s a powerfd tool whch can be used for 
- evaluatmg alternative policy Impacts and formulatmg policy 
- analyzmg and companng developer proposals 
- negotiating wth potential developers 

(b) Fmance and Economlc 
(Apnl25 -May 24,1997) 

Mr S B Malla Sr Div Eng EDC 
Mr A Acharya Sr Div Eng EDC 
Mr J K Mackey Sr Div Eng MOWR 

Mr D N Manandhar Sr Div Eng EDC 
Mr S L Shrestha Sr Div Eng EDC 
Mr R K  Kshatn Under Secretary MOWR 
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(c) Contract Law and Negot~atlon 
(August 30 - September 16,1997) 

Mr T N A a a n  Legal Officer EDC 
Mr B Karlu Section Officer EDC 

(d) Baslc Management Program 
(September 1 - 26, 199 7) 

Mr L R Shrestha Chef Accountmg 
Officer EDC 

Mr M B Gewall Under Secretary EDC 

(e) Effectwe Negot~at~on for Power Sector Semmar 
and Columba Rwer Study Tour 
(June 14 -June 30, 1998) 

Acres m associahon wth Techcal Support Smces  and Macro International sponsored a three day 
seminar m Waslungton, DC on Effectlve Negotlatlon for Power Sector (also known as dspute 
resoluhon) Partic~pants were also taken to FERC to meet wth officials responsible for llcensmg 
This was followed by a study tour of the Columbia kver  wth presentations on the treaty between 
Untted States and Canada for the shared use of benefits of the waters m the Columbia l v e r  The 
emphasis of th~s tour was to recelve information on the lessons learned by the partlcipatmg parties 
m thls agreement on such matters as compensation for downstream benefits, envxonmental issues 
and changes m the market pnce of electnc power The program mcluded meetlngs wth officials 
from Seattle Clty Light, Bonneville Power Admmstration, and B C Hydro as well as plant 
operatmg personnel 

Mr L P Upadhyaya Special Secretary MOWR 
Mr R D  Sahu Deputy Dxector 

General EDC 

( f )  Effectlve Arbltrat~on, Med~atlon and D~spute Revlew 
Acres arranged for Mr Angrra Acharya (EDC) to attend a two-week course m Washmgton D C on 
"Effectwe Arbitration, Mediation and Dispute Review" for solvmg disputes m infrastructure 
projects Unfortunately, the orgamers, the Institute for Public - Pnvate Partnersh~ps, cancelled the 
course without any w m g  or justification one day before Mr Acharya's scheduled departure 

2 3 2 StudyIPromot~onal Tours 

(a) Presentat~on Mater~als 
Acres staff assisted m the updatmg and r e h g  of formal promot~onal presentations to illustrate the 
projects avadable for development m Nepal Presentations were gwen at conferences and semars  
held m the regon as well as on promot~onal tours to the Umted States 

(b) Study/Promot~onal Tours to Un~ted States 
Under the sponsorship of the Umted States Energy Association, two persons from EDC and MOWR 
attended workshops and sermnars m the Unlted States d u g  the penod July 5 - 18,1996 
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A studylpromot~onal tour to the U~uted States wth the purpose of providmg formal lnformat~on to 
bankers, developers and other mterested parties regardmg the pnvate sector power opportumties m 
Nepal took place from November 17, 1996 to December 6, 1996 Participants m the tour were 

Dr K B Aryal Deputy D G EDC 
Mr B B Thapa Deputy D G EDC 
Mr B B  Karh Deputy D G EDC 
Mr S N Shukla Muuster MOWR 
Mr M P G W e  Under Secretary MOWR 
Mr B M Shakya Jomt Secretary MOWR 

(c) Power Generation - Reg~onal Conferences 

Mr B B  Karlu Deputy D G EDC Delh September 17 - 19, 1996 
Mr S B Malla Sr Div Eng EDC D e h  October 23 - 3 1,1996 
Mr B B Karlu Deputy D G EDC Smgapore September 7 - 13,1997 
Mr B B Karki Deputy D G EDC D e h  November 3 - 7,1997 
Dr K B  Aryal Deputy D G EDC Smgapore May 1998 

(d) Hydro Vlsion 98 Conference - Reno 
(July 27 - August 2, 1998) 

Acres arranged for Mr Bidur B Karh and Mr S d  B Malla to travel to Reno, Nevada m the 
Umted States m August to attend Hydro Vision 98 m order to present a paper to encourage pnvate 
power development m Nepal 

2 4 Procurement 

2 4 I Furnrture and Equ~pment 

Acres procured and mamtamed the h t u r e  and eqmpment needed to carry out the work of specialists 
Five office rooms were firmshed and eqmpped wth current computer hardware and software, pmters 
and commumcations systems 

The followmg Ist summarizes the major types and number of items of h t u r e  and eqmpment procured 

Office F m t u r e  
Office Equipment 
Desk Top Computers (PEP Office) 
Desk Top Computers (EDC Office 
LAN Server 
Lap Top Computer 
Pmters 
Copiers 
Computer Penpherals 
Computer Software 

Tables, desks, cham, shelves, file cabmets, etc 
Fans, heaters, telephone system, etc 
5 No 
7 No 
1 No 
1 No 
6 No 
1 No 
Modems, power stabilizers, swltcches, etc 
Wmdows 95, Word Perfect, Microsoft Office, Lotus, etc 
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2 4 2 LAN System 

Acres completed the design, procurement and mstallation of a Local Area Network (LAN) for use bv 
project specialists d m g  the latter part of the contract (May 1998) The LAN was compnsed of one 
server with five work stations and three pnnters Followmg the success of h s  mstallation, Acres 
coordmated the extension of the LAN to mclude workstations m offices of the Duector General, Deputy 
Dlrector Generals (3) and the Computer Center T r m g  was provided as well 

2.5 Progress Reports 

Progress reports were prepared by the Chef of Party and issued to USAIDMepal and EDC dunng the course of 
the contract These reports summanzed the actmties set forth m the work plan for the penod bemg reported, the 
results acheved m each activity and any problems encountered These reports also identified issues or subjects 
for further study 

In these progress reports, activities have been referenced 'alphabetically' For example, the lnltial comrnodlty 
acqmsitions was referenced as Activity A, the mstitutional revtew/recommendations as Activity B, and so on 
These alphabetical references have not been used m h s  fmal report, but have been cross referenced between 
these activities, the responsible specialist and deliverables (accomplishments) m Appendlx A 

Copies of the progress reports for the followrng penods have been mcluded m AppenQx B 
July - December 1995 
January - March 1996 
Apnl - June 1996 

* July - September 1996 
October 1996 - September 1997 
October - December 1997 
January - March 1998 
Apnl - June 1998 
July - August 1998 

In addbon to the progress reports, mtenm reports were prepared and issued to USAID dunng the course of the 
contract 
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3 Descrrption of Reports 

Ths  section provides a summary (synopsis) of the purpose or content of each of the reports prepared dunng 
h s  assignment as well as some of the key recommendations 

Rev~ew of lnst~tut~onal and Regulatory Arrangements 
for Prwate Investment In Nepal's Power Sector 
(Fmal report dated September 1995, authored by Lawrence M Haas) 

Synopsis 
This report provides an analysis of the external and mternal mstitutional envlronrnent of the Electncity 
Development Center (EDC) and i t .  role m promotmg pnvate power development m Nepal The report was 
completed dunng the first stage of the Pnvate Electncity Project (PEP) m September 1995, wth  the a m  
of providmg mput to EDC hectly on evolvmg regulatory and mtitutional matters, and mput on the 
onentation of future PEP support activities for EDC 

For the proposes of h s  report, the mstitutional envlronrnent is broadly defined The exlstmg legdative 
framework, regulatory structure, regulatory process, and the mtitutional arrangements to promote and 
fachtate pnvate mvestment m Nepal's power sector are considered Spec~fic recommendahons are provided 
on steps to strengthen the orgamzational capacity of EDC m regard to its role firstly m providmg 
admmstrahve capabhty for economc, techcal, and safety regulation for both public and pnvate elements 
of the industry, secondly as His Majesty's Government of Nepal's (HMGJN) designated vehlcle for 
formulation and delivery of pnvate power mvestment promotion programs, and hrd ly  as the operational 
enbty for the "one mdow" system for smphfylng mteraction between pnvate mvestors and government 
authontles mvolved m power mfi-astructure 

Recommendat~ons 
Summary, conclusions, and recommendatlons are provided on strengthemg regulatory and mtitutional 
arrangements to provlde m e h a t e  mput to EDC on regulatory and mshtutional matters for pnvate power 
deyclapment andmputto && the o m l a 9  of k0.w techma1 and trmm-g suppat to EDC wder fie 
PEP project In cmtam mstances, recommendahons address issues relatmg to both public and pnvate sector 
segments of the Industry T h s  recogmzes the mterdependent nature of jomt public and pnvate sector 
mvolvement m power mflastructure development and operation, and EDC's regulatory role covemg both 
public and pnvate sector participants m the power mdustry 

Categories used m providmg recommendations are m Section 5 of h s  report and mclude 24 pages of 
detailed documentation under the follovmg headmgs 
- General 
- Legdative Framework and Laws 
- Power Industry and Regulatory Structure 
- Regulatory Process and Procedures 
- Incentives and Provisions for Pnvate Investment 
- Institutional Roles and Llnkages 
- Orgamzational Structure and Institutional Capacity 
- Pnonties for the PEP 
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3 2 Trarnrng Needs Analys~s 
(Fmal Report dated September 1995, authored by Lloyd Haase) 

Synops~s 
This report outlmes a Human Resource Development (HRD) process for EDC, and presents results of a 
t r m g  needs analysis conducted for the selected pilot group, the Pnvatization Duectorate, wtfun the EDC 
professional staff 

The HRD process promdes a logcal framework for relatmg t r a m g  activihes to the enhancement of on-job 
performance The process has an annual cycle of activities mterrelated to work plan preparation and 
execubon Mamtenance of the HRD process may be considered to be a routme management responsib~lity, 
and a resource to acheve orgmzational objectives 

The t r a m g  needs analysis considered the types of knowledge and shlls reqmred m EDC for the 
organization to Implement its mandate, and more specifically, identified the areas where job-related 
knowledge and slalls need to be enhanced through formal and non-formal t r a w g  The core aspect of the 
t r a m g  needs analysis was the identification of individual t r a m g  pnonties and leammg objectives 

The results of the analysis were used as an mput to design the t r w g  program for the PEP Project 
extension scheduled to run from January 1, 1996 through January 3 1,1997 

Recommendations 
The HRD process outlmed m th~s  report is recommended for adoption by EDC HRD can be an effective 
and powerfid management tool The use of HRD procedures w11 help m achlevmg broader orgmzational 
objecbves by mamtamg and lrnprovmg staff capabilities related to job performance The capacity of an 
orgamzabon to mbate change, or to respond to changmg external cucumstances is also heavily dependent 
on its human resource capacity (ie , the sum of the knowledge, shlls and attitudes exlstmg wthm the 
orgmzation) EDC itself is an orgmzation wth a complex, pro-active mandate operatmg m a dynmc  
field 

HRD nevertheless has to be orgmzed m a systematic and effective manner The methods of upgradmg 
shlls related to job performance should be smple, efficient and cost effectwe 

In addition to the above general recommendations, the report prov~des a number of specific 
recommendations to be utilized by EDC under the headmgs of 
- Resources, whlch discusses programs, facilities and advisors/trmers 
- Formulation of the T r a m g  Program 
- Ongomg Implementation of the HRD process 

Rev~ew of L~cens~ngISafety Standards and Procedures 
(Fmal report dated September 1995, authored by Foster Pelton) 

Synops~s 
Thls report reviews the safety and operahonal regulations for the licensmg, construction, and operation of 
hydroelectric generation facilities under the purview of EDC It focuses on the development of guidelmes 
for the "process" of assunng comphance wth defined safety standards over the construction and operational 
life of such facilities 
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The report mcludes 
- &scussion of standards and procedures r e c o p m g  that EDC wrll have to establish detailed standards 

and procedures relatmg to the particular needs of Nepal 
- analysis of the overall pnvate power development framework 
- recommendabons for necessary levels of t r m g  for operatronslsafety staff to enhance EDC7s capability 

for preparation and lrnplementation of gudelmeslsafety standards related to the power sector 
- examples of safety gudelmes and operational momtomg policies for pnvate power projects m other 

countnes and a companson to what are m-place m Nepal 

(b) Recommendations 
This reports suggests measures for mstrtutional strengthenmg, recommends levels of the necessary staff 
tramng, and recommends concrete gu~delmeslstandards for mcorporation m the regulations 

(c) Other 
The Power Operat~onsISafety Speciahst, provlded a collecbon of documents related to exlstmg International 
Safety Standards (civ~l, electncal, mechmcal and envrronrnental) of representatlve developed and 
developmg countnes related to design, construction, operation and mamtenance of hydropower projects 

3 4 Rev~ew of Project lnspect~on Procedures and Dam Safety 
(Fmal report dated February 1996, authored by Foster Pelton) 

(a) Synopsls 
This report refers to the Electncity Act 2049 and the lrnplementmg regulations contamed m the document 
"Electricity Regulation 2050" whch provides authonty and responsib~lity to EDC for reviewmg 
apphcabons and malung recomendatrons to HMG/N regardmg the ~ssuance of licenses for the construction 
and operation of hydroelectnc generation facilities 

The safety and operational regulations for the licensmg, construct~on, and operation of hydroelectnc 
generation facilit~es under the purview of EDC, were reviewed m the report entitled "Revlew of 
Licensmg/Safety Standards and Procedures " The recommendations m tlvs report mcluded items relatmg 
to the regulatory oversight of project construction and operation, and to dam safety 

EDC is also responsible under the Electncity Act and the Electncity Regulation for momtomg both the 
construction and operation of licensed facilities Ths report focuses on recommendations and gudelmes 
for regulatory oversight dunng the construction phase of projects, for the further development of quality 
control mspection programs, for the further development of formal procedures relatmg to dam safety, and 
for the review of exlstmg/proposed projects and mcludes 

- regulatory oversight dunng construction (Section 2) It is recommended that regulations be made to 
reqwe holders of produchon hcenses to provide docurnentatlon to EDC of design cntena to be adopted 
in the detail deslgn phase and that pnor to construction they should submt to EDC construction 
drawmgs and specfications together urlth details of any flow &version measures, cofferdams, or other 
means to be used for controllmg water dunng construction Production licensees should also submt to 
EDC a quality control inspection program (QCIP) plan, a sedment and erosion control plan, and a 
temporary emergency acbon plan pnor to commencement of construction Typical QCIP, sedment and 
erosion control, and temporary emergency action plan reqwements are set out m Section 3 
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- typical aspects of dam safety programs, mcludmg hazard potential classification, overall deslgn 
parameters, roubne operabon and lnspecllon procedures, major mspections, emergency action plans, and 
pubhc safety plans (Secbon 4) It is recommended that EDC mclude dam inspections as part of a regular 
annual project mspection and that major mspections for dams be performed every five years 

- operational projects are lscussed m Sectlon 5 of the report 
-- - typcal data sheets, lnspectlon checkl~sts, and suggested contents of a five-year dam lnspectlon report 

are lncluded m the Appendms 

(b) Recommendations 
In the conclusions and recommendations of this report (Section 6) it is noted that followrng the issue of 

- - producbon hcenses by HMGIN for a hydroelectric power project, EDC is the responsible agency tasked wth 
monitoring both the construction and operation of licensed facilities Th~s  monltomg is to ensure that 
hcensees are taktng adequate steps to bwld sound projects m accordance wth  the Electncity Act 2049, the 
mplementmg regulations contamed m the document Electncity Regulabon 2050, together wth the terms 
and conltions of the respective production licenses 

It is noted that EDC is also tasked wth malung recommendations to HMG/N regardmg measures to be 
I 

taken whde designmg and constructmg dams, powerhouses and other structures and m connection wth 
safety standards At this m e ,  for example, it is understood HMGN has no formal dam safety requirements 
that production licensees should provide for 

In support of EDC's responsibilities, recommendations have been made under the followrng headmgs 
- overall recornmendat~ons 
- construction - regulatory overs~ght 
- quality control and mspection 
- dam safety ! 
- projects m operatlon 

3 5 Strengthen~ng EDC's Capac~ty for Envwonment 
Rev~ew and Management of Power Sector Pro~ects 
(Fmal report dated Apnl 1996, authored by Lawrence M Haas) 

(a) Synops~s 
This report reviews the envuonment assessment (EA) process m Nepal mcludmg the standadzed 
enwonmental mpact assessment (ELA) procedures for mfrastructure projects It then focuses on specific 
reqmments and roles for enwonmental revlew, enwonmental management and envu-onmental momtomg 

I 
of publ~c and pnvate sector power projects licensed by EDC, mcludmg generation, transmssion, 
dstnbution and rural electrification projects I 
Thls report addresses 
- background and scope of work for the envuonment work package for the PEP assignment 
- current policy and legal framework for mcorporatmg envu-onment concerns m project p l m g ,  and 

details the project-specific EIA process, procedures and roles for envu-onment management of power 
sector projects B 
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- conceptual and prachcal issues m envlronment review and management of power sector projects whch 
all EDC's project officers should be conversant wth 

- ophons for strengthenmg EDC's mternal capabilities relevant to its role m envlronrnental management 
of power sector projects (via EDC's licensmg and one-wmdow responsibility) 

- recommendations on updatmg envlronrnent provisions m the Electncity regulahons 

The AppenQces provlde useM donnabon packages wth background matenal for EDC's mternal use, and 
suggestions on mformation packages EDC may make available to hcensees 

(b) Recommendat~ons 
Recommendabons were included w h  the structure of the report as well as w h  the subsequent reports 
completed by the Environmental Specialist and the Stakeholder Analyst 

3 6 Revlew and Recomrnendat~ons - 
Electrlclty Tarlff Flxatlon Comm~ssron 
(Fmal report dated August 1996, authored by Terry M Pratt) 

(a) Synops~s 
Ths  report serves to prov~de an analysis of Nepal's Electncity Tmff Fixahon Comrmssion (ETFC) and 
recommendahom for strengthenmg its overall performance A review is prov~ded of the ETFC's goals and 
d e f m g  legslation and regulations, and the mstitutional arrangements that have developed m practice 
Recommendahons are provlded to Improve the regulatory and mstitutional arrangements, based on effective 
regulatory practices identified m other countnes Recommendations are also provided for a techcal  
t r a m g  program for ETFC personnel and for development of a data documentation center 

Ths  report was developed m part through consultation wth staff from the ETFC and fiom several other 
organizations These persons have either contnbuted to the creation, development, or operation of the 
ETFC, or have dealt wth the ETFC m thew professional positions A wde range of opmons were taken 
regardmg current and requed powers, structures, and operations of the ETFC 

The report has seven sechons Section 1 provides a background Sections 2 and 3 provide a review of the 
regulatory and mstitutional framework, respectively Sechon 4 presents operational gudelmes for 
determmng tanff rates Section 5 provides detailed recommendations for lmprovmg the performance of 
the ETFC Section 6 presents a compmson of the regulatory practices of other countnes Sections 7 and 
8 provide recommendations for t r a m g  programs for ETFC personnel and for creation of a Data 
Documentation Center, respectively 

(b) Recommendat~ons 
Recommendations have been summanzed under the followmg two major headmgs in Sections 7 and 8 

- Tramng 
regulatory tramng whch mcludes visits to regulatory agencies m other countnes 
economic, financial and techcal  t r a m g  whch mcludes the general use and lmtatlons of the 
demand load forecast and mvestrnent analysis models 
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- Data Documentation Center whch would mclude data such as 
cost and efficiency data fiom licensees over a long penod of tune 
tanff rate data 
techcal and cost data on lfferent electricity generation, transmssion, lstnbution technologes 

* economc data 
- 

In addition, the specialist provided a valuable l~ s t  of documents whlch the ETFC should consider for its 
documentation center 

3.7 Prwate Power Project Development - 
Fmanclal Documentat~on 
(Fmal report dated August 1996, authored by Foster Pelton) 

Synopsls 
Ths report has been wntten as an mtroduction to and overview of the financral documentabon requlred m 
the unplernentahon of power projects undertaken by the pnvate sector The project finance approach is the - 

basis of such lrnplementation The report should be read m conjuncbon wth the report enbtled, "ask 
Allocabon and hhhgabon for Pnvate Sector Fmancmg of Hydroelectric Projects m Nepal" prepared by the a 
Fmancial Contract Specidst whch provides a financial model for the project finance approach and covers 
the fmancial analysis, nsk analysls and nsk mtigation of projects 1 
Recommendations 
The followmg key recommendations were made 
- Legal and fmancial staff of EDC should be gwen sutable tramng, m semars  and by other means, m 

the documentation and other aspects of project fmance 
I 

- EDC should strengthen its legal expertise to deal wth foreign developers who are assisted by 
mternational law firms wth expenence m the project finance approach 

- EDC should select a project for promoOon, and prepare a sohcitation document using the financial, legal, 
I 

and techcal slalls whrch were avzulable 

3 8 Risk Allocatron and M~t~gat~on for Bnvate-Sector 
Fmancmg of Hydroelectr~c Projects in Nepal 
(Fmal report dated August 1996, authored by Michael S Ashford) 

(a) Synopsls 
Ths report &cusses how the process of idenOfication and mtigatlon of nsk is crucial to successful project 
finance Because project fmance relies m whole or part on the revenue stream of the gven project facility 

I 
for all O&M costs, taxes and royalties, debt servicmg, and returns on equlty mvestments, any nsk that the 
flow of funds wll be mtermpted, regardless of how that nsk IS defined, wll  add to the cost of the project 
In the worst case, lfthe nsks are judged to be too hgh, the project wll not be pursued The report addresses 

I 
nsk allocabon and mtigation as it applies to power development m Nepal under the followmg headmgs 
- List of Entities or Actors 
- General Categones of k sks  for Pnvate Power Projects 

I 
- General Matnx of h s k  Assessment and Mitigation 
- Stages of Project Development and Levels of h s k  
- Dlagrammg Changes m h s k  Over Phases of Project Development 

I 
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- Secunty Package Agreements D e t e m g  k s k  Responslbil~ty and M~tlgatlon 
- Conclusions and Recommendations 

(b) Conclusions 
The report concludes that the most important areas of nsk to a pnvate developer are 
- crdt-worthmess of the power purchaser 
- Country nsk of the host-country envuonment mcludmg 

currency nsk (avadability and exchange) 
mterest rate changes 
inflation 

- transparency and legal strength of agreements reached through negohahon, mcludmg, but not llmted to 
economc and financial assumptions used m nskheturn analysis and as lad out m the PPA 
permanence of regulatory and pemttmg process 

(c) Recommendat~ons 
Based on exlstmg rules and regulations govemg  pnvate power actlv~ty m Nepal and the expenences of 
negotiatmg pnvate power projects to date, the report recommends that the followmg measures should be 
considered to ensure that the mterests of pnvate participants and HMG/N are contmually served 
- dehbons offorce majeure nsks versus "special buy out events" need to be carefully defined and kept 

dlstmct from nsks assoc~ated wth changes m regulations 
- lnvestlgatlon should be made of alternatives to h e c t  and complete sovereign guarantees of payments 

by the NEA, as well as complete coverage of changes m forelgn exchange rates (1 e forelgn exchange 
nsk), for utlllzatlon now or m the future m negotlatlons wth pnvate developers In particular, the 
opportmty to develop a revolvmg fund of World Bank partial-nsk and partial-crelt guarantees should 
be mvestigated to leverage multiple projects Efficacy of this leveragmg can be measured m terms of 
umt of fund guarantee per umt of kWh generation that is guaranteed 

It was also recommended that under its current regulatory mandate of representmg HMG/N m negotlatlons 
wth pnvate sponsors, the EDC should adopt and internalize the followmg capabilities 
- ut~llzation of a standardned nsk 
- assipng costs to ldentlfied nsks 
- crel t  analysis of the NEA 
- establishment of a solid legal and regulatory envronment for export sales to Inda 
- development of the know how and capabllit~es for solicited biddmg of pnvate power projects for 

domest~c and potentla1 export sales 
- development of a domestlc me&um- and long-term capital market 

3 9 User's Manual Model Fmanc~al Pro Forma 
for Prwate Power Project 
(Fmal report dated August 1996, authored by Mlchael S Ashford) 

(a) Synopsls 
T h ~ s  manual prov~des the drections for application of a spreadsheet that was developed as an analytical 
financial model for use in forecastmg the financ~al Impact of both solicited and unsolicited hydro power 
projects m the pnvate sector, under the revlew of EDC The pro forma model is designed to allow the user 
to revlew buy back rates, rahos of debt and eqmty, mternal rates of return, and other necessary frnanc~al 
mlcators used m the assessment of proposed projects 
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A companson of the use of thw Pro Forma Model and PROBEN is prov~ded m Sect~on 3 23 below 

3 10 Request for Proposals for 402 MW Arun-Ill 
Hydroelectr~c Project on Bulld, wrs, Operate 
and Transfer (BOOT) Bass 
(Second draft report dated Apnl 1997, authored by James R Plummer) 

(a) Synopsls 
Thls draft document (RFP) sets forth the process for the solicitation and selection of a b~dder for the 
development of a hydroelectnc project on a bmld, own, operate and transfer (BOOT) basis It is based on 
a competitive solicitation process wth prequalified bidders 

Ths draft report IS a genenc document and was wntten for the followmg purposes 
- to set forth the proposed format and contents of the Request for Proposals (RFP) for both export and 

domestic hydropower projects 
- to provlde a starbng pomt for the development of the evaluation process mcludmg the establishment of 

both pnce and non-pnce factors to be used m evaluation and ranlung of proposals 
- to provide an outlme document from whch project-specific RFP7s for both export and domestic 

hydropower projects can be drafted wth a rrrrmmum of changes 
- to allow for further revlew, d~~cussion, and comment on the scope, contents and format of the document 

Thls draft document has used data from the Arun-111 hydroelectnc project m order to provide clmty of the 
content and scope of the RFP document In addtion, the use of the Arm-III project provided valuable 
techcal data 

3 11 The Export of Power from Nepal - 
Evaluation of Opportunrtles 
(Fmal report and draft Appendx B dated August 1997, authored by Donald Pnestman 
and Rex Tolman - Appendix B) 

(a) Synopsis 
The report addresses two objectives 
- a rewew of the current status m Nepal wth regard to the promotion of pnvately-developed hydropower 

projects for export 
- the development of a methodology for valuabon of export-related hydropower projects 

The first part of thrs report mcludes 
- a bnef rewew of the market for power exports and the current reallties of export project fmancmg (whch 

has led to a recoption of the central role that the pnvate sector w11 have to play) 
- an outlme of the conflictmg mterests of the vmous stakeholders, a &scussion of the vmous power 

export costs and benefits whlch must be considered, and an overwew of the steps that a pnvate developer 
must follow pnor to project approval 

- a summary of the maln bottlenecks and nsks m pnvate power development for export Related issues 
of the relevant leg~slation, and the supportmg institutional fkamework, are not addressed here, as they 
have been covered m other reports (see the Bibhography m Append~x D, References 3,6, l l , 2  1 and 23) 

The second part of the report addresses m more detail some of the key questions facmg HMGN m 
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promotmg pnvate power development for export In response to the need for a methodology to quantify 
the k t  benefits and costs, and to reflect the complex mterrelationshlps between the vanous parties, the 
Nepal Export of Power Sunulabon Model (NEPSIM) was developed and is summanzed m h s  report The 
report closes wth some examples of the msights that the NEPSIM model can provide, followed by a senes 
of recommendations for the fbture 

The computer model NEPSIMwhrch u referred to m thzs report enfitled, "The Export of Power from 
Nepal - Evaluatron and Opportunrtres" has been replaced by an enhanced versron named PROBEN 
whrch carrres out the same type of calculatrons as N P S m ,  but provrdes more accurate results 
PROBEN also prowdes addrtronal capabzbtres, such as vlsk calculatrons, whtch were not avarlable In 
NEPSLM For the use of PROBEN the reader IS dzrected to the report entrtled, "Nepal Project BeneJits 
Model - PROBENModel Documentahon " 

(b) Recommendations 
The followrng lists some of the key recommendations made m Section 10 of h s  report 
- an up-to-date study of alternabve power costs and acceptable unport tariffs m the northern Incha export 

market area would be very helpful to both HMGN and IPPs 

- m negotiations wth developers, EDC should try to reach agreement m pmciple on a basis for s h m g  
any excess profits, perhaps along the lmes suggested m Section 9 

- some of the mam potential bottlenecks to power export projects are SEB transmssion and chstnbution 
mf?astructure financmg and associated debt semce guarantees, unporter power payment guarantees, and 
the IPP abhty to convert Indan Rupees to foreign exchange These problems wll have to be resolved 
if the potential of power exports fiom Nepal to Incha is to be fully exploited HMG/N should closely 
monltor developments and seek donor assistance m f m h g  practical solutions 

- a study is reqlllred of the llkely macro-economc unpacts of a t y p a l  IPP-developed power export 
project Thls study of the overall project economcs should serve as a gwdelme for s~mlar  stuches on 
subsequent projects Elements should mclude 

class~fication and quantification of all dlrect costs and benefits 
explanation and quantification of appropnate shadow pncmg and mulhpliers 
analysis of the split between local and foreign currencies m capital and O&M expenhtures and 
revenues 
project Impact on the national supply and demand for local and foreign currency 
dlrect and mdlrect employment and spendmg 
demand and supply of key commochties 
Impact on the balance of payments and the trade deficit 
possible steps to maxmze Nepal content, and recommendations on whether and when such steps 
should be mplemented, considemg the unplications for financial viability 
long-term p l m g  forecasts of d a b o n  rates m Nepal, Incha and the USA, relevant exchange rates, 
and the BOP deficit 
gudelmes on appropnate economc viability cntena and d~scount rates 

- the pmclple for net benefit s h m g  must be agreed wth Indla m advance as it wll  be very Qff~cult to 
agree on a f a r  spllt once the decislon to proceed has been made by HMG/N Therefore, for any major 
project, negobabons should be mtiated wth GO1 at the earllest practical date on the quantification and 
s h m g  of potential downstream benefits and costs 
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- an economic analysis is requlred to help HMGN to choose between talung a share of power export 
revenues or a share of the power generated 

- the process for project unplementabon dustrated m Figure 3 should be standardmd as much as possible 

- considerabon should be gven to a redesign of the electnclty royalty structure so that capacity royalties 
account for a more sipficant share Also the advisability of bfferential royalties for domestic power 
and for export should be considered 

- the need for a one-wmdow approach to pnvate power development led to the establishment of the EDC 
For thls to be effecbve, the EDC needs appropnate authority as well as responsibility Steps are reqwed 
to ensure that power export policy comrmtments made by one branch of government (e g on taxation), 
are supported by other m s t n e s  

- steps should be taken to identify and resolve any le~slative conflicts and mconslstencies wth respect 
to power export Sda r ly ,  policy clarification is reqwed m a number of areas lncludlng unport duty 
policy, particularly as it relates to goods whch are avadable m Nepal, but whch may be of mfenor 
quality or msufficient quantity, the policy on corporate mcome tax, part~cularly wth respect to the 
definitron of the percent reduction avadable to IPPs, and whether or when Parliamentary approval is 
reqwed for power export projects 

3 12 Interagency Consultation Process for Environmental 
Revlew of Hydroelectric Developments 
(Draft report dated March 1998, authored by Peter S Foote) 

(a) Synopsls 
For thls report, Acres conducted an assessment of current Nepalese regulations, gwdelmes, and expenence 
with the agency consultabon process for licensmg hydroelectnc projects, wth the objective of detenmmng 
If any improvements could be made to the process Thls process mcluded reviews of the exlstmg Electncity 
Regdabom, Enwonment Conservation Rules, EIA Guldelmes, EIA documents of exlstmg and proposed 
hydroelectnc projects, and mterviews wth project management personnel, government agencies, NGO 's, 
and a review of the U S Federal Energy Regulatory Comrmssion (FERC) regulations as a reference 
document 

This report mdcates that exlstmg Nepalese gcudelmes and regulatrons do mclude general requirements for 
mteragency and pubhc consultations dunng the EIA and licensmg process, but specific procedures are not 
provlded From expenence to date wth exlstmg and proposed projects, the consultabon process has been 
applled wth varymg degrees of effort Generally, for more recent projects proposed by more expenenced 
developers, such as the Nepal Electncity Authonty (NEA), the consultation process has been better designed 
and executed 

Another objecbve of th~s report was to assess whether smaller hydroelectslc projects m the range of just over 
5 MW could be exempted fiom the full EIA reqwements, whch may place a heavy burden on potential 
developers of these smaller projects The Enwonment Conservabon Rules state that all projects greater than 
5 MW must conduct the full EIA process Although the legal unplications of an EIA exemption process 
were beyond the scope of t h~s  assessment, a prelmmary cntena and potential process for exemptmg 
projects up to 15 MW from the full EIA process has been presented Developers of these projects would 
stdl be reqwed to conduct an enwonmental revlew under the IEE process Adbtional legal analysls of this 
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potenbal exernpbon process, however, must be conducted before further development of the process could 
proceed 

(b) Recommendations/ResuIts 
Due to the vanabhty m apphcabon of guldehes and regulations, and the potential confbsion by developers, 
the report recommends that specific guldelmes for mteragency consultations be developed and mcluded m 
the RFQIRFP process Ths  recornmendabon was acted on m the Request for Qualifications for 
Development of Hydroelectnc Project on Bwld, Own, Operate and Transfer (BOOT) Basis 

The report also ~dentifies the followmg two adltional regulatory provisions whch should be Included m 
EDC's a h s t r a t i o n  of hydroelectnc project licenses (1) procedures for the amendment of exlstmg 
licenses, and (2) the relicensmg of projects m the future 

Parts of h s  report were further developed by the Envronrnental Specialist m the followmg reports 
- Interagency and Public Consultation Gwdelmes for Applicabon for Production License, June 1998 
- Revlew of Potenbal for Exernptmg Smaller Hydroelectrrc Projects from the Full EIA Process, June 1998 
- Summary of Exlstmg Gwdelmes and Regulations for Hydropower Licensmg m Nepal, June 1998 

3 13 Request for Proposals for Development of Med~um 
Hydroelectrlc Project on Bu~ld, Own, Operate and 
Transfer (BOOT) Bas~s 
(Draft report dated March 1998, authored by James R Plurnmer) 

(a) Synopsls 
Ths  document (RFP) sets forth the process for solicitation and selection of a bidder for the development 
of a hydroelectnc project on a bwld, own, operate and transfer (BOOT) basis Thls RFP has been drafted 
for obtamng competibve proposals from prequaldied bidders See Section 3 24, Request for Qualifications 
for Development of Hydroelectnc Projects on Bwld, Own, Operate and Transfer (BOOT) Basls 

More specifically h s  draft is 
- the first step m developmg a genenc gulde document for use m preparing requests for proposals from 

prequalified applicants for specific melum hydroelectnc projects whch have been identified m the 
MHSP Throughout the document the "genenc" project 1s referred to as the "Medrum Hydroelectr~c 
Project" 

- mtended pnrnanly to be used for domestic power projects To mclude the possibility that a developer 
may consider exportmg some power, the document also refers to terms and conltions related to export 
The evaluative cntena have been established for domestic power If RFPs are considered for projects 
whch could supply both domestic and export power, more complex evaluative cntena w11 need to be 
developed 

The text part of the document Includes 
- Introduction 
- Information for Bidders 
- Instructions to Bidders 
- Proposal Evaluation Process 
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- Evaluation Cntena 
- Secunty Package and Fmancial Structure 

The document also Includes the followg supportmg appenlces, e h b i t s  and forms 
Policy and Legal Documents 
NEA System Information 
Techmcal Documents 
Project Techtucal Standards 
Draft Terms of Project Agreement 
Draft Terms of Power Purchase Agreement 
Draft Terms of Land Lease Agreement 
Acknowledgment of RFQ and Notification of Intent to Respond 
Pre-Bid Conference Notification and Confirmahon of Attendance 
Form of Proposal Secunty (Bank Guarantee) 
Bidder's Submssion Documentation 
Letter of Conveyance 
Supportmg Documentation for Pnce Factors 
Supportmg Documentation for Non-Pnce Factors 
Exceptions to Request for Propos2 

(b) Recommendat~ons 
Ths lnltial draft document reqwes further development mcludmg such areas as 
- confomg it to the changes made m the "precedmgyy document enhtled "Request for Quahficabons for 

Development of Hydroelectric Project on Bwld, Own, Operate and Transfer (BOOT) Basis" 
- r e f m g  and testmg the evaluative cntena 
- completmg reviews by EDC and other agencies, mcludmg the World Bank 
- redrafbng Appendm F, Power Purchase Agreement, to reflect expenence m exlstmg agreements to date 

3 14 Stakeholder Issues In Hydropower Development Prqects 
(Draft report dated March 1998, authored by Dr J Pokharel) 

(a) Synopsls 
Ths report was prepared by the Stakeholder Analyst based on the followg 
- rev~ews of enwonmental studies and reports, and description of previous stakeholder participation fiom 

hydroelectnc projects m Nepal that are completed, under construction, and planned 
- interviews wth project management personnel fiom the selected projects, as well as identified 

stakeholder groups mcluding those from EDC, NEA, NGOs, pnvate sectors, and related sectoral 
m s t n e s  

- reviews of published media report for the selected projects 
- visits to selected project sites under three categones of projects to observe how stakeholder issues have 

or are bemg addressed These projects mcluded-Jhmruk, Kulekham and Marsyangl for completed 
ones, Kali Gandalu A, h t i  and Upper Bhote Kosh for the ones under construction 

The report identdies a comprehensive h t  of stakeholder issues m hydroelectnc development projects whch 
M e r  with the project stage These issues are related to the stakeholders mterest At the p l m g  phase, 
the issues revolve around adequate mformation and knowledge about the project, dunng the construction 
phase, it is the Impact on the mterest and rmhgatlon, and at the post-construction phase, it is mostly related 
to the local feelmg of bemg ignored, depression and relationshp among the stakeholders 
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The report then addresses the analysis of stakeholder issues by applylng a number of cntena such as 
unportance, nature, and ownershp The report then goes on to cbscuss management of issues m all three 
stages m the project and emphasmg the unportance of havmg systematic process 

(b) Recommendabons 
The report makes the followmg general recommendahons 
- EDC needs to do the followmg to ensure better management of the issues 

ensure completeness of stakeholder issues 
assess the mportance of the issues 
assess the urgency of addressmg the issues 
assess the connectedness of the issues 
review the strategy to address the stakeholder issues 
conduct penolc review 
aucbt the relationship among the stakeholders m the post-construction penod 

- public cbsclosure of mformation to be made dumg the three phases of the project 

3 15 Nepal Power Development Fund - 
Borrower's lmplementat~on Plan 
(Fmal draft report dated May 1998, authored by Randolph S Lmtz) 

(a) Synops~s 
Ths report sets forth m detd the structure of the proposed Power Development Fund (PDF) as well as the 
gudelmes for mplementation 

The PDF has been descnbed' as follows 

"For domestic power projects, HMGN is p l m g  to establish the PDF to assist m the fmancmg The 
proceeds of an InternaQonal Development Associabon @>A) c r d t  would provide the ltlltial funds of a PDF 
whlch would help alleviate vanous fmancial constramts that exlst m Nepal, namely (I) lack of sufficient 
debt financmg for mfrastructure projects m general and power projects m particular, (11) madequate matunty 
of available debt fmancmg, and (111) the need to provide comfort to pnvate mvestors wshmg to become 
involved m "first tme" projects The structure of the proposed PDF would offer the pnvate sector the 
opportutllty to partxipate m the mvestment, ownershp, operation and mamtenance of new power facilities 
Given the thmness of the commercial debt market m Nepal, whch unpedes the development of pnvate 
projects financed on a lmted recourse basis, the PDF would allow potential mvestors to access long-term 
fmancmg " 

"The proposed PDF would offer a number of fmancial products and services as the techcal  capacity of 
the Fund A d s t r a t o r  mcreases and the demand for more sophisticated products and services warrants 
The PDF would provlde long-term financmg, mtially on the basis of suborhated debt, take out fmancmg, 
and standby hancmg to Project Compames, and would also prov~de long-term resources to local fmancial 
institutions (styled as "Participatmg Crel t  Institutions") for the co-fmancmg of power projects " 

1 Request for Quallficabons for Development of Hydroelectric Project on Bulld Own Operate and 
Transfer (BOOT) Bas~s, Seventh Draft September 1998 1 
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"The proposed PDF would be a pooled fund contributed fiom the proposed IDA credtt and other financmg 
sources, together wth reflows of debt service payments made by borrowers It wll  compnse balances held 
in account established wth a multinational bank and loans made under t h~s  facillty The proposed PDF 
would not be a major provider of funds for any project, rather it w11 co-finance projects wth  mternabonal 
and domest~c lenders, mcludrng commercial banks, mvestment funds, export credtt agencies, the 
Internabonal Fmance Corporabon, the pnvate sector m d o w  of the Asian Development Bank, etc The a m  
of the proposed PDF would be to m m z e  the l d o w  of pnvate cap~tal " 

"A PDF Investment Comrmttee would be the executlng agency for HMG/N, advlsed by a Fund 
A h s t r a t o r  contracted through compebbve b i d h g  The Fund Admustrator would only make fmancmg 
decisions after a full evaluation of each project has been carned out to establish that it IS techmcally, 
economcally, and financially viable and envlronrnentally acceptable Fmal placement decisions wll  be 
made by the Investment Cornnuttee m collaboration wth IDA " 

"In the event Sponsor [project developer] draws on h b g  made available by IDA for the proposed PDF, 
Sponsor wdl be reqwed to fultill the procurement and envuonrnental reqwements of the World Bank The 
PDF's exposure to any project cannot exceed 25 percent of the total cost " 

The report addresses the follomg issues 
- fund objectives, deslgn and orgamzabon, operatmg procedures, project cycle, lessons learned fiom 

Palastan, benefits and nsks 
- optlons for financial products and servlces offered by the Fund 
- orgarmattonal structure and management of the Fund 
- admmstration of the Fund mcludmg the PDF Investment Comrmttee and Fund Admuustrator 
- eligbillty cntena for PDF financmg 
- terms of repayment to the PDF 
- evaluation and negotiation of the secunty package 
- procurement and dsbursement 

In addbon, the report provides extensive supportmg mformation for mplementation mc luhg  gwdelmes, 
contract provisions and checklists 

(b) Recommendat~on 
The report 1s a fmal draft and should be reviewed by the author pnor to mplementation of the PDF if any 
further revisions are made 

3 16 Manual on Gu~delmes for Stakeholder Analys~s 
(Draft report dated June 1998, authored by Dr J Pokharel) 

(a) Synops~s 
Thls manual was wntten to assist the user m conductmg stakeholder analys~s for power development 
projects, specifically hydroelectric projects 

The manual is dlvided mto dfferent sections, wth examples and illustrations provided as mhcative 
matenal The forms and formats are developed wth a typical hydropower project m rmnd 
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The manual was prepared to facilitate identification of stakeholders, to understand ther concerns, and to 
formulate appropnate strateges to manage stakeholder partlcipatlon d w g  pnvate sector mvestrnent m 
hydropower development 

(b) Conclus~ons and Recommendatlons 
This manual on pdelmes for conductmg stakeholder analysis provides background mformation on the 
importance of conductmg such an analysis Ths  manual also outlmes a step-by-step procedure for 
identxljmg whch stakeholders should be mcluded m the project p l m g  process, and how to plan for thelr 
parhcipabon m the process The manual recommends that the stakeholder analysis be mtiated as early as 
possible m the process, and that h s  analys~s be conducted by a qualdied team of soc~al sclentlsts, 
engmeers, power sector experts and enwonmental scientists A tlrnely, well-executed stakeholder analys~s, 
wth  memgf id  mclusion of stakeholders m the project planrung process, d l  greatly enhance the 
probability of successll completion of the project 

3 17 Revlew of Potentla1 for Exempting Smaller 
Hydroelectric Projects from the Full EIA Process 
(Draft report dated June 1998, authored by Peter S Foote) 

(a) Synops~s and Recommendat~ons 
Thls renew exarmes the potenhal for unplementmg a regulatory process for exemptmg small hydroelectric 
projects, m the range greater than 5 MW capacity, from the full EIA process now requlred by the 
Envronment Conservation Rules It concludes that such a process 1s feasible fiom an envlronmental, 
techcal, and regulatory perspecbve, but the legdahvdegal procedures for unplementmg the process were 
not mvestigated If EDC wshes to mcorporate an EIA exemption process mto the hydropower llcensmg 
regulations, several items must be accomplished Cntena must be developed for the type and capacity of 
projects to be exempted and the category and scope of mpacts that would be allowable for an exempted 
prolect For an exemption process &be successful the vmous c m a  should be developed through a 
process of consultations and review among EDC, Mmstry of Population and Envmonment (MOPE), 
MOWR, other government m s t n e s ,  and NGO 's, to ensure that there is consensus among the potentially 
competmg mterests on water resource development The exemption process should also outlme the 
envlronmental review procedures, whlch would lrkely follow the IEE approval process Fmally, a change 
wdl also be reqwed m the Enwonment Conservabon Rules Thus, if EDC7s mtention is to further promote 
t h s  process, the next phase of work under the PEP should mclude specific tasks for completmg these 
various requirements, lncludmg a leg~slat~veAegal analysis of how h s  exemption process could be 
mplemented 

3 18 Summary of Exlstmg Guldehnes and Regulations 
for Hydropower L~censmg In Nepal 
(Draft report dated June 1998 authored by Peter S Foote) 

(a) Synops~s 
This document summarizes the licensmg and envlronmental reqwrements that potenbal hydropower 
developers wll  face if proposmg a hydroelectncproject m Nepal The most tune-consummg part of the 
regulatory procedures are those related to the analysis and documentation of the envlronmental lrnpacts of 
the proposed project Nepal's most recent envlronmental regulations are smlar  to those found m more 
developed countries, and should be followed m order to successfully complete a project One of the most 
important aspects of a project's envlronmental unpact assessment review is the agency and public 
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consultation program Addressmg social and environmental issues early m the project planmng, and 
conbnumg throughout the process, wll greatly enhance the probability that the project wll  be successfullq 
completed Developers are also encouraged to comrnmcate regularly wth EDC for assistance m proceedmg 
through the regulatory process, and to employ personnel or consultants who have had expenence wth the 
Nepalese licensmg and EIA process 

3 19 Interagency and Publrc Consultatron Gu~delrnes 
for Appl~cat~on for Production L~cense 
(Draft report dated June 1998, authored by Peter S Foote) 

(a) Synopsis 
Thls gcudelmes document presents recommended rmnunum procedures for conductmg agency and pubhc 
consultabom for the EIA process associated wth hcensmg a hydroelectnc project m Nepal Past expenence 
has shown that a well-executed agency and public consultation process, m whlch all stakeholders are well- 
informed about the project, is more llkely to enhance the development of a project than to unpede its 
development These gcudelmes are mtended to assist potential developers by descnbmg a consultation 
framework for ensunng partwpat.lon by all stakeholders m the EIA and licensmg process These, however, 
should be considered a "starbng pomtyy m the consultation process, and developers are recommended to do 
more than the rrrrmmum to ensure full participation by all stakeholders 

3 20 Request for Proposals for Power 
Development Fund Admrnrstrator 
(Draft report dated August 1998, authored by Randolph S Lmtz) 

(a) Synopsls 
This document sets forth the blddmg process for the solicitation of services for the PDF A h s t r a t o r  
It defines the follomg services sought m Section 1, Introduction 

"The PDF Adnurustrator w11 provide mvestment advice to a PDF "Investment Comrmttee" nomated by 
HMG/N to make fundmg decisions for, and on behalf of, HMG/N for the fmancmg hydropower projects 
m Nepal The PDF Adnustrator will also (1) negotiate the terms of loans approved by the Investment 
Committee and prepare the loan documentation, (11) operate the PDF account, (111) momtor borrower 
performance under loans from the PDF, (iv) handle debt service collections, (v) mamtam the books of 
account of the PDF, and (vi) provide penodic reports to the Investment Comrmttee and HMG/N HMGN 
plans to award a cost-plus-fixed-fee contract to the successful Bidder to perform these tasks whlch are 
descnbed m greater detad below The successful Bidder wl1 be contracted for a penod of five (5) years 
after whlch tune the contract may be renewed at the option of HMG/N " 

"HMGN seeks a PDF Adnustrator to act as the exclusive mvestment advisor to the PDF Investment 
Committee as well as to manage all aspects of the PDF Given the financial sector's l u t e d  domestic 
expenence wth mii-astructure project apprasal and financmg, the local FI shall associate itself wth a parent 
bank or a regonal or mternational merchant bank wth expertise m project fmancmg on a l u t e d  recourse 
basis HMG/N w11 enter mto an A h s t r a t i o n  Agreement, renewable by mutual accord, wth the PDF 
Adrrrrmstrator whch will set out the nghts and obligations of both p m e s  and the lendmg polic~es of the 
PDF The PDF Adrrrrmstrator w11 be requued to establish an mternal admmstration utllt to carry out ~ t s  
functions headed by an mdwidual slulled m mfi-astructure project finance " 
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Thls request for proposals mcludes 
- Information for Bidders, background mformat~on, a descnption of the PDF and standard of care 

expected, the fee structure and conflict of mterest issues 
- Instructions to Bidders, the procedural requirements to be followed m the preparation of the proposal 
- Proposal Evaluation Process, the process for evaluation, the cntena to be used, and the sconng system 

for pnce and non-pnce factors 
- Bidder's Submssion Documentation, the format to be used m the preparation and presentation of the 

proposal as well as listmg the documentation to be provided wth Bidder's proposal 

(b) Recommendat~ons 
The draft should be updated followmg agreement by MOWR to proceed wth the PDF ~mplementation 

3 21 lnst~tut~onal Issues Assoc~ated w~th the Fmancmg 
of Small-Scale Power Projects- Lessons from the 
Developmg World and lmpl~cat~ons For Nepal 
(Draft report dated August 1998, authored by Randolph S Lmtz) 

(a) Synops~s 
Ths  study was done to assist m dn-ectmg EDC's efforts to identi@ sustamable models for mvestment m 
small-scale projects that could contribute to Nepal's rural electnfication deficit A review of recent 
literature was performed on the subject of rural electnfication to gather mformation on current and future 
programs and projects 

The report addresses that one of the key problems facmg rural cornmumties laclung electnc~ty and the 
busmesses that wsh to expand then markets to mclude such comtnmties is accessmg adequate fmancmg 
The mvestment costs for m - g n d  and stand-alone village systems are s~p f i can t  for such cornmumties 
For a rural village, the acqulsihon of a stand-alone system is an mvestment of sipficant propomon W l e  
financial mstJtubons have evolved m mdustnal nations to fmance such mvestrnents, a financial network to 
support mvestment m affordable electricity generation and transmssion systems m Nepal's rural areas, 
where electnc~ty is laclung, has yet to become operational despite the World Bank's proposal to capitalize 
a PDF whch would partially fmance small-scale projects through its ' second wmdow " Therefore, the 
objecbve of creatmg sustamable mal  elecinficabon based on renewable sources of energy - that is, projects 
and markets that wll  survive wthout contmued support from government, multdateral or even pnvate 
entities over the long term - poses a challenge 

The report states that m the analysis of lessons learned from the developmg world contamed m h s  report, 
a conceptual framework has been prov~ded for analyzmg the fmancmg and mstitutional arrangements used 
m promotmg and executing rural electnfication projects 

The report rncludes 
- a review of the key aspects of such projects, referred to here as the "parameters relevant to rural 

electnfication projects" 
- considers the key factors m successful lrnplementation - the "detemants for success" 
- presents a senes of models that have emerged m vanous recent projects rn emergmg markets both off- 

gnd projects and gnd-extension projects These models capture the salient features of a wde range of 
projects, albeit wth some case-specific vanations 

- vanous issues associated wth fmancmg small-scale projects m Nepal 
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- recommendations recently formulated by the Federation of Nepalese Chambers of Commerce for 
overcommg many of these issues 

- conclusions regardmg how Nepal mght go about embarlung upon a small-scale renewable enera 
electrification program based on small-scale hydroelectnc schemes 

In adhhon, thls report provldes an extensive bibliography of relevant documents available on these Issues 

Recommendat~ons 
This report refers to the report prepared for the Federation of Nepalese Chambers of Commerce and 
Industry2 that made a number of cogent recommendations regardmg mstitut~onal and regulatory changes 
to promote hydropower development m general The most salient pomts addressed by thls document whch 
could affect the fmancmg of small-scale hydropower projects have been surnrnmze below 
- a new Secbon 15A to the Electncity Act 2049 pemttmg the mortgagmg of immovable properties and 

the pledgmg of shares of the licensee m electnclty generation, transmssion or Qstnbution to foreign 
lenders mvestmg m the project 

- a new subsection of Section 12 to the Electncity Act prohlbitmg fees of any lund on the above 
mortgagmg of unmovable properties and the pledgmg of shares to fore~gn lenders 

- a new Secbon 15B to the Electncity Act whch waives the reqwement for work pemts  for foreigners 
employed by a contractor wth  a valid license for electncity generation, transmssion or Qstnbution 

- rewording of Subsection 7 of Section 12 of the Electncity Act stipulatmg that only one percent of 
customs duties and no value added or other tax shall be levled on the unportation of plant, machmery, 
equipment and spare parts, construction eqmpment, and construction matenals 

- exemption of hydropower projects from value added tax 

- a new Subsection 8 of Section 12 of the Electncity Act whch waives the mposition of mcome tax on 
Qvidends resultmg .from mvestrnents m hydropower generation, transmssion or Qstnbution 

- a new Subsecbon 9 of Sechon 12 of the Electncity Act whtch waives the unposition of local taxes of any 
lund on an lndvidual or corporate enhty Involved m hydropower generation, transmssion or lstnbution 

- rewordmg of Subsecbon 10 of Sechon 12 of the Electncity Act stipulatmg that no adhtional or new tax, 
fees, charges or any form of revenue for the government whatsoever called shall be levled by any agency 
of HMG/N on a licensee other than those prevailmg under exlstmg laws on the date of issuance of the 
license 

- a new Subsect~on 3 of Section 11 of the Electncity Act whch stipulates that the lrcensee shall pay 26 
percent of the royalty amount payable by the licensee to HMG/N drectly to the Distnct Development 
Comt tee  where structures and facilities for electncity generation are located for local development m 
the Qstnct 

2 Nepcom Pr~vate Lmted "Proposed Changes In Hydropower Leglslatron and lnstrtutional 
Framework d~scuss~on paper for Federation of Nepalese Chambers of Commerce and Industry July 1998 
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- EDC should be designated as the h a 1  authonty to exercise the power of the "prescribed authonty" under 
the Electncity Act Furthermore, EDC shall be the responsible hydroelectnclty development un~t  of 
HMGN to develop or cause to develop hydroelectnclty, to encourage pnvate sector entrepreneurs for 
the development of hydroelectncity, and to follow up the works relatmg to hydroelectncity development 

3 22 Small Hydropower Project - Flnanclal S~mulatlon Model 
(Draft report dated August 1998, authored by Randolph S Lmtz) 

(a) Synopsis 
The Small Hydropower Project - Fmancial Sunulation Model (SmallF~nSlm) provides EDC and MOWR 
wth a slrnple tool for analymg the commercial viability of small-scale hydropower projects that may be 
eligble for fundmg under the World Bank's proposed PDF's "second wmdow" 

The report sumrnanzes the PDF's mvestrnent policy wrth regard to the second wrndow as follows 
- the PDF finance (1) mdvidual investments not exceedmg twenty-five (25) percent of total project 

cost (defined to mclude mterest and fees d m g  construcbon, sponsor's costs and mtial worlung capital), 
(11) projects u b g  proven technologes posrng low nsks of obsolescence, and (in) projects respecting 
the envrronrnental pdelmes and resettlement policies of both HMG/N and the World Bank Group 

- the PDF may not (1) fund projects whch are not or cannot be l~censed by MOWR's EDC, (11) take 
management control over any mvestment, (m) make any mvestment whlch exposes the PDF to unllmted 
liability, (iv) mvest m any smgle project more than one-fifth (115) of its capitalization allocated to the 
second PDF wmdow, (v) mvest m any srngle project whlch does not have a debt service coverage ratio 
of at least 1 2 tunes, or (vi) mvest m projects wth less than an elghty to twenty (80 20) percent debt to 
equlty ratlo 

Accordmgly, the Intent of SmallFmSlm is to assist m identifying a number of requisite factors to ensure 
conforrmty wth the mvestment policy of the PDF's second wmdow 

Th~s tool IS not Intended to precisely model every aspect of a particular small hydropower project Rather, 
it is Intended to sunply define relative orders of magmtude and the manner m whch specific resources and 
vanables should be applied m order to produce a commercially viable project ehgble for PDF fmancmg 

3 23 Nepal Project Benef~ts Model - PROBEN Model Documentation 
(Draft report dated August 1998, authored by Dan Rum and Clark Smth) 

(a) Synopsls 
The PROBEN model IS a custom developed tool for EDC to evaluate proposals and total project benefits 
as part of its mandate to promote pnvate sector development of hydropower projects, and m particular 
opportuIllties for power export 

Specifically, PROBEN has been designed to asslst EDC to 
- evaluate power export policy alternatives and formulate recommendations 
- assess and compare developer's proposals 
- quantlfy the net benefits to Nepal, lncludlng downstream benefits 
- assist m negotiations wth potential developers and downstream beneficlanes 
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- understand the llnkages between HMG/N policy, power production, export pnces, project economcs 
project finance and developer viability 

PROBEN requlres a number of mputs, upon whch rt calculates the resultmg developer profitabrlity, 
downstream benefits, and HMGIN benefits The level of detail of the mputs can be very detailed or qmte 
general, dependmg upon the avarlable lnformatron PROBEN has been desrgned to have the flexlbrlity to 
handle a wde range of project types and mput assumptions Care has been taken to make it as automatic 
and user-kendly as possible 

Whde PROBEN has been desrgned pnmaniy for the analysls of power export projects, ~t has the flexlbillty 
to provide useful msights on projects fully dedcated to servmg power consumers m Nepal, and could 
therefore also be a useful tool for NEA and WECS 

PROBEN replaced NEPSIM, whch IS referred to m the report, "The Export of Power from Nepal - 
Eviuuauon and Cjpportumties , and provides additional capabilihes, G c h  nsk analysls and a sunplified 
forecast model 

Recommendat~ons 
A Project Energy Sale Calculations Module needs to be bmlt to llnk the results of the load forecasts to the 
main calculations routmes of PROBEN The system energy demand (load) may have, dependmg on the 
Power Purchase Agreement provisions, a k e c t  unpact on the quantity of energy the project sells to rts 
customer(s) m each year Ths  module wll  calculate the amounts of energy whch the project wll be 
expected to deliver (sell) to the system m each year The conceptual desrgn for this program module was 
completed and mcluded m AppenQx G 

Comparison of PROBEN w~th  Pro Forma 

The PROBEN Model was developed to complement as well as extend the power and flexibility of financial 
analysis of Pro Forma Model whlch is summanzed m Section 3 9 Some of the teclmcal dfferences 
between these two models are 

Pro Forma has more detailed mput for project cost estunates whch is closer to a developer's analysrs 
Pro Forma has additional mput for profit drstnbution and retamed earnmgs 
For the allocation of funds, Pro Forma uses discrete mputs, whde PROBEN has preset mputs 
For tariffs, Proforma has one mput for capaclty and one for energy, whle PROBEN allows for a greater 
degree of revenue possrbrlities such as pnrnary power, secondary, peak, etc 
Pro Forma provides an output Balance Sheet for developer, whde PROBEN develops a rate of return 
analysis 
PROBEN provides extensive graphs for revenues, taxes, etc provrdmg more possibilities of vrsual 
analysrs and presentation of data, whlle Pro Forma has very lmted report generation 
PROBEN mcludes calculat~ons of downstream benefits whch are not m the Pro Forma model 
PROBEN mcludes a module for h s k  Analysis and the potential for addmg the module, "Conceptual 
Development of Project Energy Sale Calculation" 
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3 24 Request for Quahf~cat~ons for Development of 
Hydroelectric Project on Bulld, Own, Operate 
and Transfer (BOOT) Bas~s 
(Seventh draft report dated September 1998, authored by James R Plurnmer) 

(a) Synopsis 
This document sets forth the qualification process for the selection of bidders for the development of 
hydroelectnc projects on a bmld, own, operate and transfer (BOOT) basis The document is the Seventh 
Draft Report (dr-7a) enbtled "Request for Q&cabons for Hydroelectnc Projects on Bmld, Own, Operate 
and Transfer (BOOT) Basis" and has been based on the work or previous drafts, the comments received 
fiom the World Bank as well as comments received fi-om EDC 

Draft 7a has been rev~sed to mclude the follomg four (4) projects 

(I)  Kabeli-A Hydroelectnc Project 
(2) Rahughat Khola Hydroelectnc Project 
(3) Llkhu Khola 4 Hydroelectnc Project 
(4) Khunti Khola 2 Hydroelectnc Project 

The text part of the document mcludes 
- Invitation to Prequalification 
- Information for Applicants 
- Instructions to Applicants 
- Qualificaoon (cntena) of Applicants 

The document also mcludes the follomg supportlug appendces and forms 
- Policies, Acts and Regulations 
- NEA System Information 
- Techcal  Documents 
- Summary of Exlstmg Guldelmes and Regulations for Hydropower Licensmg m Nepal 
- Summary of Terms and Condtions of Project Agreement and Power Purchase Agreement 
- Form of Application 
- Acknowledgment of RFQ and Notification of Intent to Respond 

In addition, Annex A 1, Copies of Policies, Acts and Regulations Relevant to the Development of 
Hydropower Projects has been prepared as a separate resource document for developers 

(b) Recommendat~ons 
Clarifications and recommendations regardmg the completion of h s  draft have been detailed m Acres 
memoranda dated September 17, 1998 and mclude key issues such as 
- Secbon 2 3, Descnphon of Power System, needs to be updated wth NEA 1998 year data along wth an 

updatmg of Appendx B, NEA System Informat~on 
- Sect~on 2 6,  Studles and Reports, as well as the correspondmg parts of Appendur C, Techcal 

Documents, needs to be revlsed as after feasiblllty studies have been completed for Kabeli-A, Rahughat 
Khola and Lkhu Khola by MHSP 

- schedule dormahon must be added to show how the proposed projects fit mto the NEA system p l m g  
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- Appendur E should be refined to reflect EDC's current expenence m preparation of project and power 
purchase agreements for pnvate developments 
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Methods of Work 

The method of work for drafhng reports generally mcluded the process as outlmed m the follomg subsections 
Review of exlstmg documentation 
Interviews wth EDC, other government staff, bankers and project developers 
Reviews provided by EDC, the World Bank and other experts 

A final subsection is included to surnrnanze software used m h s  assignment 

The starhng pomt for most reports mvolved the research and review of exlstlng documents whch were relevant 
to power development m Nepal These documents mcluded polices, acts and regulations published by HMGN 
as well as documents pubhshed by mstitutions such as the World Bank and the U S Federal Energy Regulatory 
Comrmssion 

The followmg examples are provided as sources of documents that were researched and used by specialists for 
preparation of thelr reports 

Polices, acts and regulations as well as gudelmes published by HMG/N whlch were relevant to power 
development m Nepal These have been referenced m a number of the reports as well as listed m Appendx 
A of the "Request for Qualifications for Development of Hydroelectnc Project on BOOT Basis" and 
compiled m Annex A 1 for thls same report 

Safety gudelmes and operational momtomg policies for pnvate power projects m other countries such as 
used m "Review of LicensmgISafety Standards and Procedures" 

References on whlch the Speciahst-Power Operat~onsISafety has drawn f?om m prepamg the report "Review 
of Project Inspection Procedures and Dam Safety" mcluded 
- Engrneenng Gurdehnes for the Evaluatron ofHydropower Projects, U S Federal Energy Regulatory 

Comrmssion - Apnl 199 1 and vmous later dates 
- OperahngManual for Inspechon of Projects and Supervwron of Lrcenses for Water Power Projects, 

U S Federal Energy Regulatory Comrmssion - 1989 
- Gurdelrnes for Pubhc Safety at Hydropower Projects, U S Federal Energy Regulatory Comrmssion - 

March, 1992 
- Gurdelrnes for Rehabrlrtatron of Crvd Works of Hydroelectrrc Plants Amencan Society of Civil 

Engmeers 

FERC regulations such as "U S Code of Federal Regulations, Chapter 18, Subpart J Exemption of Small 
Conduit Hydroelectnc Facilities, and Subpart K Exemption of Small Hydroelectnc Power Projects of 5 
Megawatts or Less Federal Energy Regulatory Comrmssion Hydropower Licensmg Regulations 
Washington, D C " m the report "Review of Potential for Exemptmg Smaller Hydroelectnc Projects from 
the Full EIA Process" 

c Envlronmental Impact assessments for projects such as the "1995 Envlronmental Impact Assessment 
Mhgahon Management and Momtonng Plan. Kah Gandalu "A" Hydroelectnc Project Detailed Design Kali 
Gandalu "A" Assoc~ates, Momson Knudsen Corp , Norconsult International, N O  International LTD, m 
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associabon wth Aslan Development Bank, Umted Nat~ons Development Program, and F m s h  International 
Development Agency" m the report "Interagency Consultation Process for Envuonrnental Review of 
Hydroelectnc Developments" 

The World Bank documents such as (a) "Gmdelmes for Procurement under IBRD Loans and IDA Credlt7 
(b) standard biddmg documents such as "Procurement of Works" and (c) "Submss~on and Evaluation of 
Proposals for Pnvate Power Generation Projects m Developmg Countries" for the draftmg of the reports 
"Request for Qualifications for Development of Hydroelectnc Project on BOOT Basis" and "Request for 
Proposal for Development of M d u m  Hydroelectnc Project on BOOT Basis" 

Most of the reports mcluded information provided from mtervlews wth 
EDC staff assigned to gwde and support PEP 
Staff from other government m s t n e s  and departments such as the 
- Mlrvstry of Water Resources 
- Mlrvstry of Population and Environment 
- Mmstry of Fmance 
- Electnclty Tanff Flxation Comss ion  
- Water and Energy Comrmsslon Secretanat 
- Melum Hydro Study Project (MHSP) 
Officials from the World Bank, local and mternational banks and fmancial mstitutions and project 
developers 

EDC reviewed many of the documents and provlded valuable comments and clanfications In addition, EDC and - 
MOWR staff provided useful comments through workshop participation 

The World Bank provided constructive mput mto reports such as the "Request for Qual~fications for 
Development of Hydroelectnc Projects on BOOT Basis" and the "Nepal Power Development Fund - Borrower's 

I 
Implementatton Plan" 

Valuable revlews and pdance were also provlded by semor staff at WECS and the Melum Hydro Study Project 
as well as Acres home office 

Internal reviews were generally performed by the Chef of Party and Project Manager In addtion, revlews by 
I 

other techcal experts were o h  performed, especially when m a t e d  m one report affected that m another For 
example, the evaluation process developed in the "Request for Proposals for Development of Hydroelectnc 
Project on BOOT Basis" was rewewed by the ExportNaluation Specialist to ensure that comparable data would 
be included m proposals to perform a total project benefit analysis usmg PROBEN Fmally, proofing and 

I 
formatting of documents for fmal report documentation was done by the Project Adrrrrmstrator 
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4 4  Software 

The software used for the preparation of reports and documentation mcluded the followmg 
Most reports were drafted m WordPerfect for Wmdows Some reports were prepared m Microsoft Office and 
transferred mto WordPerfect, Version 6 1 
Spreadsheets and models were prepared m Lotus 1-2-3 except the model "Small Hydropower Project - 
Fmancial Smulation Model" whlch was prepared m Excel 
Figures and tables were prepared m Lotus, Excel and Power Pomt, and where possible mported mto the 
report text as an Image Figures not prepared or available m electromc format were "cut and paste" mto the 
text 
Flow charts were generally prepared m Power Pomt 
One schedule was prepared usmg Mlcrosoft Project 

The final report docurnentatlon mcluded files for all text m WordPerfect, Verslon 6 1 and financial models and 
spreadsheets m Lotus except for "Small Hydropower Project - Fmancial Slrnulation Model" whch was prepared 
m Excel 
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Recommendations based on the accomplishments of ths  project are summanzed under the followmg three 
headmgs 

5 1 Recommendat~ons Included In USAID/Nepalls 
Prwate Sector Hydropower Development Project 

EDC's need to mcrease its a h s t r a t i v e  and regulatory capaclty to facilitate further development of the 
country's hydroelectric resources was recogwed by USAID/Nepa17s ongomg support through the Pnvate Sector 
Hydropower Development Project's Special Objective 4, namely, 

"Increased Prwate Sector Partzczpatzon and Investment zn 
Envzronmentally and Soczally Sound Hydropower" 

Special Objectwe 4 is to be acheved through the provision of ongomg consultmg services wth  the focus to meet 
the followmg two mterllnked accomphshments 
+ Intermelate Result 1 Improved Enablmg Envuonment for Pnvate Sector Investment m Hydropower 
+ Intermelate Result 2 Increased Envuonmental and Social Soundness m Hydropower Investment 

In its support of USAID/Nepa17s objectives for the Pnvate Sector Hydropower Development Project, Acres 
formulated SIX prunary strateges m its proposal whch are restated here as recommendations for the contmuation 
of the program to support pnvate power developments m Nepal These recommendahons are 
+ Strengthen the mstitutional processes developed under the PEP contract 
+ Assist m streamlmng these processes for all ongomg and new projects 

4sast m L !  ~ j ~ y  ~ q h a t a t ; ~ ?  dthe pmesses requued for the unplementation of projects starting 
wth the quahilcabon of bidders through the biddmg and negotiation phases to techcal  and envuonmental 
momtonng 

+ Assist m modifjmg and broadenmg the regulatory framework dealmg wth  pnvate sector projects 
+ Broaden the privatization slulls of key EDC and MOWR staff to enhance thew effectiveness m structuring 

pnvate sector projects 
+ Broaden the promotional slulls of key EDC and MOWR staff to enhance theu effechveness m promotmg 

pnvate sector development m Nepal 

5 2 Recommendat~ons Included In lnd~v~dual Reports 

Recommendations have been mcluded as appropnate m many of the mlvidual reports referenced m th s  Fmal 
Report Some of these recommendations have been summanzed m Section 3, Descnption of Reports, m order 
to provlde mfoormabon as to the nature and extent of the recommendakons The reader is du-ected to the specific 
reports for a better understandmg of Intent and scope of the recommendabons For example, m the summary of 
the report "Revlew of Insbtubonal and Regulatory Arrangements for hva te  Investment m Nepal's Power Sector" 
two paragraphs are prov~ded under "Recommendations" whle the report text mcludes twenty-four pages of the 
lscussion of recommendations 

The recommendabons made m the reports fall wthm categories whch are m lme wth the objectives of the PEP 
and also support USAID/Nepa17s Special Objective 4 such as 
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t Strengthenmg the mstitutional structure of EDC 
t Broademg its regulatory role 

Increasmg EDC s l l l s  and capabilities through formal t r a m g  and workshops 
Fmal updatmg of reports followmg revlews and approvals 

5 3 Summary Recommendatrons 

Based on the objechves of this contract and the sl@cant accomplishments achieved, there are several general 
recommendations or conclusions that can be made These are 

Contmue the msbtubonal support and orgamzational strengthemg whch has been a pnmary focus of PEP 

c Continue on-the-job and formal tralnlng programs both m country and overseas In partIcdar, t r m g  
through Interactive sermnars or workshops should be mcreased to promote the transfer of and applicat~on 
of slulls relevant to EDC7s mandate For example, a workshop such as "Effective Negotiation for Power 
Sector" (also known as lspute resolution) is an excellent program to achleve t h~s  objectlve 

Increase emphasis on team bmldmg between techcal experts and EDC counterparts wth the goal of B 
mcreased parttcipation of counterparts m the preparat~on and review of reports and documents 

Increase emphasis on the follow up of reports, and m p&cdar the conclusions and recommendations, to 
evaluate the usefulness and effecbveness of these activities and to better structure future USAID assistance 

It is also recommended that consideration should be gwen to havmg the key specialists m PEP review and 
comment on final changes or revisions to the followmg reports/documents/manuals m order to ensure that the 
ongmal mtent of the document or manual has not been comprormsed 

* Nepal Power Development Fund - Borrower's Implementation Plan 
Request for Qualifications and Request for Proposals for Development of Hydroelectric Projects for 

I 
Development of Hydroelecmc Project under Bwld, Own, Operate and Transfer (BOOT) Basis 

* Nepal Project Benefits Model - PROBEN Model Documentation 
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Appendices 
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Appendix A 

List of Activities, Respons~ble Speclahsts and Deliverables 

Instrtuttonal Revlewl 
Recommendatrons 

Human Resource1 
Trainlng Assessment I 
Environmental 
Regulation Revlew 

I Flnancral Contracts I F 

Electrlclty Tar~ff 
Regulation Revlew I J  

Stephen Thompson 
Chlef of Party 

Dan Ru1d2) 
Chlef of Party 

Lawrence Haas 
Env~ronrnentallSocial 
Plannlng Specialist 

Lloyd Haase 
Human Resources 
Development Speclallst 

Lawrence Haas 
Env~ronmentalISocial 
Planning Speclalist 

Foster Pelton 
Power Operatrons and 
Safety Speclalist 

Mlchael Ashford 
Flnanc~al Contracts 
Speclallst 

Foster Pelton 
ContractslLegal 
Specialrst 

Terry Pratt 
Tanff Spec~al~st 

A u ~  95 - 
Sept 97 

Dec 97 - 
Aug 98 

Aug 95 - 
Sept 95 

Sept 95 

Oct 95 - 
Mar 96 

A u ~  95 - 
Feb 96 

Apr 96 - 
Aug 96 

May 96 - 
Bug 96 

Jun 96 - 
Aug 96 

-- 

Commodities and equipment for office 

Commodmes and LAN system 

Review of Insbtubonal and Regulatory 
Arrangements for Pnvate Investment in 
Nepal s Power Sector - Final Report 

Tra~nlng Needs Analysls EDC Pilot 
Group - F~nal  Report 

Strengthening EDC's Capaclty for 
Environment Review and Management 
of Power Sector Projects - Final Report 

Revlew of L~cens~ngISafety Standards 
and Procedures - Fmal Report 

Revlew of Project lnspectron 
Procedures and Dam Safety - Fmal 
Report 

Risk Allocabon and Mitigabon for 
Pr~vate-Sector Financing of 
Hydroelectric Projects In Nepal - 
Final Report 

User's Manual Model Fmancial Pro 
Forma for Private Power Project 
(wldisk for Model) - Final Report 

Pnvate Power Project Development 
Financial Documentatron - Final Report 

Review and Recommendatrons 
Electricity Tariff Fotabon Comm~ss~on - 
F~nal Report 
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Power Development 
Fund 

RFQ and RFP 
Development 

Export Related Issues 
and Valuatron of 
Benefits (Phase 1) 

Export Related Issues 
and Valuation of 
Benefits (Phase 2) 

= 
Ref 

No 'I' = 
K 

- 

Respons~ble 
Spec~allst 

Randolph Llntz 
Financlng Speclallst 

James Plummer 

Don Pnestman 
Export Valuatron 
Spec~alrst 

Rex Tolman 
HydropowerNVater 
Resource Engmeer 

Dan Ruru 
Export Valuation 
Spec~alrst 

Clark Smrth 
Water Resources 
Coordrnat~on Speaallst 

-- -- 

Feb 97 
4ug 98 

Feb 97 - 
Aug 98 

Feb 97 - 
Dec 97 

Mar 97 - 
Jul97 

Feb 98 - 
Aug 98 

Feb 98 - 
Aug 98 

Nepal Power Development Fund - 
Borrower's Implementation Plan - 
Final Draft Report 

Request for Proposals for Power 
Development Fund Adrnrnrstrator - 
Draft Report 

Insttutional Issues Assoc~ated wth the 
Fmancmg of Small-Scale Hydropower 
Projects Lessons from the Developing 
World and Irnplrcahons for Nepal - 
Draft Report 

Small Hydropower Project - F~nancral 
Srmulatron Model - Draft Report 

Request for Proposals for 402 MW 
Arun-Ill Hydroelectnc Project on Bu~ld 
Own Operate and Transfer (BOOT) 
Baas - Second Draft Report 

Request for Proposals for Development 
of Medrum Hydroelectnc Project on 
Burld Own Operate and Transfer 
(BOOT) Baas - Draft Report 

Request for Qualfications for 
Development of Hydroelectnc Project 
on Burld, Own, Operate and Transfer 
(BOOT) Baas - Seventh Draft Report 

The Export of Power from Nepal - 
Evaluation of Opportunltres - F~nal 
Report 

Appendlx B - NEPSIM User's Manual 
and Model Documentation 

Nepal Project Benefits Model - 
PROBEN Model Documentation - Drafl 
Report 
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Rev~ew of 
Env~ronmental 
Regulations 

Rev~ew of 
Stakeholder Issues 

Legal Speclallst 

Ref 
No "1 

0 

Responsible 
Specialist 

Peter Foote 
Env~ronmental 
Spectallst 

Dr Jagad~sh Pokharel 
Stakeholder Analyst 

Mr Ratna Sansor 
Shrestha 
Legal Speclallst 

Performed" 

Jan 98 - 
Jun 98 

Feb 98 - 
Mar 98 

Jun 98 

Deliverables 

lnteragency Consultabon Process for 
Env~ronmental Rev~ew of Hydroelectnc 
Developments - Draft Report 

Rev~ew of Potential for Exempting 
Smaller Hydroelectnc Projects from the 
Full EIA Process - Draft Report 

Summary of Exlsting Gu~delrnes and 
Regulations for Hydropower Llcenslng 
In Nepal - Draft Report 

lnteragency and Publlc Consultation 
Gu~dellnes for Applcation of Production 
L~cense - Draft Report 

Stakeholder Issues In Hydropower 
Development Projects - Draft Report 

Manual on Gu~delmes for Stakeholder 
Analys~s - DraR Report 

F~nal Draft Report Presented at FNCCl 
Workshop 

Notes 

('I Column Ref IS the alphabet~cal reference where used In the Quarterly Reports The activibes for references G and 
H were not undertaken 

Commod~t~es procured under Dan Rulu were not reported under Activity A 

(3' Performedn IS the approximate period over wh~ch th~s activlty was performed 
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Quarterly Report 
September 30, 1995 

Followmg the provlslons of the Contract, th~s report serves as the d~scussron outlme for the quarterly 
meetmg of EDC, USAlD and the Contractor to revlew the progress of the actrv~t~es set forth In the 
Phase I Work Plan for the Pnvate Electnaty Project Th~s report l~sts the strateg~c delwerables of the 
Work Plan as ~dent~fied In the jomt meeting w~th USAlD and EDC on July 21 and defines the progress 
made toward achlevmg those defined goals and del~verables 

Included In the d~scuss~on, IS the ~dent~ficat~on of any problems encountered rn ach~evmg those goals 
and any suggest~ons for the mod~ficat~on or restructuring of the Phase I Work Plan objectives and 
t~metable 

Wh~le the final completed reports of the varlous short term consultants w~ l l  be a part of the general 
final report, the conclus~ons and recommendatrons of those consultants finrshed wrth therr 
ass~gnments are attached as an annex to th~s  quarterly report 

Upon complet~on of the progress meetmg of Sept 22, suggest~ons and recommendat~ons w~l l  be 
lncluded In the final draft of thls document 

2 Work Plan Actlv~t~es (Phase I) 

Phase I Act~v~t~es lncluded the followmg components 

11 Component Actwty I Status As of September 20 
I II 

11 2 Computer 2 ea I August 4 I In-Serv~ce Sept 19 
I I 

Actrv~ty A 
Commod~t~es Acqursrtron 

1 Photocoprer 1 ea 

11 3 Printers 2 ea I August 4 I In-Serv~ce Sept 19 II 

Or~gmal Schedule 

August 4 

Results from A c t ~ v ~ t y  A 

Actual Schedule 

On order - Due 

4 Phone and fax 11ne 

5 M~sc Office Equ~p 

Respons~ble Party COP and EDC 

Fmal procurement of commodrt~es and establrshment of operat~onal office 

AcresMAID Prrvate Electrrc~ty Project I 

August 4 

Chref of Party, EDC, 
USAlD 

Local Servrce only, No IDD 

Aug 19 Office Move 

Scheduled Act~v~ty Comp Aug 31 
Actual Sept 19 (No IDD) 
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lmplementatron Problems 

The contractor was informed, upon arrrval In Kathmandu, that EDC offices would be relocated on 
er abeut Augttftl7 As such, there was not sufficient lead-time to procure the addrtronal telephone 
service prescnbed under the Contract At this trme there is only local telephone servrce avarlable In 
the Contractor's office The Contractor using local hotel facilitres for rnternatronal commun~catrons 
The result IS a somewhat higher cost than would have otherwise been incurred 

Addrtlonally, the new office locat~on lacked secunty devrces on the windows Thls created the 
Inconvenience of havlng to move temporary computers and printers back and forth from the hotel 
locatrons to the ofice on a daily basis The rnstallatron of the securrty bars during the week of Sept 
11 resolved the secur~ty problem 

A Summary of Act iv~t~es and Schedules 

Component Activlty I Status As of September 20 
I I 

Activity B Institutional 
ReviewlRecommendations 

Original Schedule 

11 4 Gather Data on Other Countrres I Aug 13 COP, I P I Completed 
I I 

Actual Schedule 

1 Review Electricrty Act 

2 Revr ew Electricrty Regulatrons 

3 Review HMG Frnanc~al Policy 

Results from Activ~ty B 

Aug 13 

Aug 13 

Aug 13 

5 Compare Compat~bility of Acts 

6 L~arson wlth Human Resource Planner 
Trainrng and Recommendation 

7 Present Report & Recommend 

Responsi ble Party 

Speciflc written recommendatrons on the following 

Completed 

Completed 

Completed 

Strengthening of instrtutronal structures supporting private sector electncrty programs, includrng 
recommendatrons on restructunng, rf necessary 

Aug 13 

Sept 1 

Oct 1 

lnstrtutronal Planner 

Enhancmg regulatory frameworks dealing wrth private sector 

Completed 

Ongolng at thrs trme 

Scheduled 

Larly Haas 

Further developmg legislat~ve authority for the development of the private power promot~on 
program 
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Expanding leglslat~ve authonty to sol~c~t proposals from the prlvate sector and Issue licenses for 
selected projects 

Expanding the authority to negot~ate power exchange agreements w~th ne~ghbormg countr~es 

lncreasmg EDC's adv~sory role on refinement of existmg rules and regulations and developrng 
new rules and regulat~ons needed to conduct efficrent and effectwe pr~vate power program 

Types aiid leveis ofiraliiiiig for lnciusron In me iormal tramrig component of the project (Thrs 
effort to be coordlnated w~th the Human Resources/Tra~nmg Special~st ) 

Examples of other country's power export pollc~es and comparison to what IS in-place In Nepal 
Provide comparison of Asla region regardmg, rncentrves, taxes, export fees, compensat~on to 
host governments, etc 

A cornpanson of lnstltutional structure and encountered problems In the development of prrvate 
power sectors In other countr~es as compared to ex~strng and proposed instrtutional and 
organ~zat~onal structure of the private power sector In Nepal 

As md~cated rn the above table the activ~ty is nearing completron and IS on schedule The 
conclus~ons and recommendat~ons, wlth emphasls on the regulatory and institut~onal framework for 
pnvate power promot~on, have been presented to EDC, comments rece~ved and the final stages of 
drafting the report are bemg completed Th~s level of effort cons~sted of 45 person-days of short term 
techn~cal ass~stance and 1s In accordance w~th the approved budget 

Component Act~vrty 

1 Review Staffing EDC I Sept 5-15 1 Actlv~ty IS on schedule 
I I 

Status As of September 20 

Activrty C Human Resource1 
Tramng Assessment 

2 Review Job Functions I Sept 5-15 
I 

3 Analys~s Tramng Needs 1 Sept 5-15 
I I 

- 

Orlg~nal Schedule 

4 Integrate Findings with I P I Sept 21-28 
I I 

- - - -- 

Actual Schedule 

5 Present Report & Recommd 1 Draft 1 Sept 28 
I I 

AcredUSAID Prtvate Electrtc~ty Project 3 
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Results from Act~v~ty  C 

Recommendations on organ~zat~onal staffing and trarnmg programs to 

Further define the degree and type of formal and mforming tra~nmg antmpated In the Project 
Activity C is the fundamental component needed to allow for the tra~nmg des~gn and further 
deta~led schedule for Phases II of the Work Plan 

In coordination w~th the lnst~tut~onal Planner and Power Operat~onsISafety Specialist, prov~de any 
recommendat~ons w~th regard to the staffing and funct~onal organizatron of EDC 

Problems Encountered 

No problems were encountered w~th the des~gn In the scope of work Due to the length of the 
indwldual ~nterv~ew process, ~t became apparent that the mterview process would have to be hm~ted 
to the core group in the pr~vat~zat~on cell of EDC Selected others from the plannmg group and the 
safety and ~nspect~on cells were also mterv~ewed n order to obtam suffiaent background informat~on 
for development of spec~fic aspects of the tra~nlng program 

The Human Resources spec~alist has developed a susta~nable process for contmued evaluat~on and 
monltor~ng of the tra~nmg and educat~onal needs of the EDC As a part of the tra~ning component 
wlthtn this Contract, it IS recommended that th~s process be contmued as a susta~nable output, 
conducted on an on-going baas w~th~n EDC This w~ll be expanded in the trainmg component 

Component Act~v~ty 

11 1 Rev~ew Ex~stmg Guidelmes 1 Oct 15 I 
I 

DEFERRED TO PHASE II 

Act~v~ty D 
Env~ronmental Regulat~on Rev~ew 

2 Compare w~th others 

3 Monltonng Guldelmes 

Start and Complet~on Schedule 

I 

11 4 Licensing Req and Procedures I 
I II 11 5 Present Initial Findings I Oct 30 I 
I II I Respons~ble Party I Envrronmental/Soc~al Planner I Lawrence Haas 11 

Status 

As noted above, th~s component orig~nally planned for complet~on In Phase I of the Work Plan IS 

bemg deferred at th~s time When the Work Plan was or~g~nally proposed ~t was ant~cipated that the 
Env~ronmental/Soc~al Planner, Mr Larry Haas, couM complete h ~ s  ass~gnment under the lnst~tutlonal 
Planner consultancy and ~n~ t~a te  the first segment of the env~ronmental regulat~on review Prior 
schedule commitments preclude extendmg his ass~gnment to start the environmental actw~ty Th~s 
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will be rnitiated later in the last quarter of 1995 or in the first segment of the Phase 11, starting in 
January of 1995 There wrll be no resultant adverse rmpact on the Project schedule or the proposed 
budget as a result of this reschedulrng 

Component Activity 

I Revrew Ex~sting Guidelmes 

Status As of September 20 

Act~vlty E 
Power Operat~ons and Safety 

I All actwlhes completed on 
scheduled 

Or~gmal Schedule 

Actual Schedule 
I 

3 Recommend Rules I Aug 14 
I 1 

2 Provrde Comparisons Aug 14 

4 Training Recommendatlons 

5 Present Initial Findmgs 

Results from Act~vrty E 

Responsible Party 

Recommendatrons regarding the standards and procedures to be applied by EDC In the process 
of licensing and monitoring shall form the basis of th~s consultancy Based on the consultants 
expenence in desrgn and construct~on monitoring, the consultant mil, wrthin fwe working days, 
interv~ew the appropriate staff of EDC regardmg the problems and prov~de a written 
recommendation of specific tasks to be completed bes~des the prescribed dellverables In th~s 
Terms of Reference 

Aug 14 

Sept 14 

Review of the existing inst~tut~onal setup for implementatron of gu~dehneslsafety standards in 
power sector and recommend necessary measures for institutional strengthening 

Part 1 of two part 
ass~gnment 

Power Op Safety 
Specialrst 

Provrde collectron of documents available related to existmg lntematronal Safety Standards (Civil, 
Electrical, Mechanical & Environmental) of representative developed and developing countries 
related to design, constructron, operatron and maintenance of hydropower projects 

Foster Pelton 

Recommendation on necessary levels of trarnrng to enhance EDC's capab~lity on preparat~on and 
rmplementatlon of gu~delmeslsafety standards related to the power sector 

Examples of other country's safety gurdelrnes and operat~onal monitonng polices for private 
power projects and a comparison to what are in-place in Nepal 

Recommend concrete safety gurdelmeslstandards for ~nwrporation in correspondlng regulations 
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Problems Encountered 

No major or problems were encountered In the performance of thrs act~v~ty What was rdent~fied was 
the extent of the need to develop standards and procedures for the contmued mon~tonng of the 
des~gn and construct~on of those projects under construct~on l~cense and the need to develop cr~ter~a 
for ongomg mon~tormg durmg the hfe of the project 

SUMMARY 

1 Summary level of effort for the penod July 1 through October 4,1995 

Staffing Level of Effort for Per~od 

Position Actual Budget 

Chief of Party ---------------- 72 (NA) 
lnst~tut~onal Planner--------- 45 44 
Spec Power Op /Safety-------- 24 22 
Human Resources Spec -------- 24 22 

Person-Days for Chref of Party 1s speafied as total for prqect, not by specrfic penod 

Contmgency line-~tem person-months are ava~lable to adjust the spec~fic overages set forth above 
These will be reflected In the budget analys~s presented in the Phase 11 Work Plan 

Ac t~v~ty  Schedule for Period of October through December, 1995 

Techn~cal act~vities w~ll be concluded for Phase I by the first week in October The Ch~ef of Party 
will be away from post in Kathmandu until January 1996 Dunng this, perrod, there wdl be hm~ted 
actw~ty to complete the evaluat~on and recommendat~ons of the lnst~tutional Planner and Human 
Resources Spec~al~st These recommendat~ons w~ll be ~ncorporated mto the des~gn of Work Plan 
Phase 11, tra~n~ng component and add~t~onal technical assstance for the per~od January through 
December 1996 

The proposed Work Plan wrll be ma~led to USAIDINepal and EDC for prel~m~nary revrew prior to 
the retum of the Chief of Party Dunng th~s penod there IS a proposed level of effort of 15 person 
days for the Chief of Party to review mformation and formulate the reference Work Plan for 
subm~ss~on to AID and EDC 

Tra~nmg preparations for EDC staff will contmue on a hm~ted bass and will be coordinated by the 
Contractor's Office Adm~nistrator Th~s activity wdl be agreed to by EDC, USAlD Trainmg Office, 
and the Contractor 

Documents and penod~cals identified as dehverables under the terms of reference for the Power 
Operat~onsISafety consultancy w~ll be accumulated and del~vered to EDC 
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Subsequent to the provisions of the Contract, this report serves as the basis of a progress report of 
the actrv~tles set forth in the Work Plan for the Pnvate Electricity Project (PEP), for the penod ending 
March 31, 1996 This report lists the strategic deliverables of the Work Plan as rdentified and agreed 
to by EDC and USAlD in the jomt meetings and defines the progress made toward ach~eving those 
defined goals and del~verables 

Included In the d~scuss~on, IS the ldentlficatlon of any problems encountered In achleving those goals 
and any suggestions for the modification or restructuring of the activities identified in the Phase 11 
Work Plan objectives and timetable 

Whrle the final completed reports of the various short term consultants will be a part of the overall 
final report, excerpts from the conclusions and recommendations of those consultants finished w~th 
thelr assignments are attached as an annex to th~s quarterly report 

Based on drscussions and recommendations of the quarterly meetrng to discuss progress, 
suggestions and modification will be incorporated rn the remalnder of the Phase II Work Plan 

Attached to this report are Annexes contaming portions of the report deliverables highlightrng the 
summary findings and recommendat~ons These Include the followmg 

* Annex A - Env~ronmental/Social Planner Report Summary 
Annex B - Power Safety/Operat~ons Report and Recommendations 

2 Work Plan Actlv~t~es (Phase II) 

Phase II Activities January - March, 1996, included the following components 

Environmental/Soc~al Planner review and recommendations 
Power Operations and Safety Specialist, Part II review and report 
Preparation of Promotion Presentations by EDC and PEP Chief of Party 
Review of export related issues for further study - PEP Chlef of Party 
Preparation of Terms of Reference and Scope of Work for 
- Financial Contracts Specialist Contract/Legal Specialist TariffIRate Specialist 

* Contrnuat~on of the development of the Trainrng Schedule and Budget 

Each of these activities is discussed in more detailed in the followrng section The detailed overview 
identifies the anticipated del~verables and discusses findings, and any problems encountered, with 
recommendations included In the applicable annexes 

The summary act~vity schedule in chart "A" provrdes an overview of the completed, ongoing and 
projected technrcal assrstance for EDC prov~ded by PEP through the March 1997 end-of-contract 
penod The activities deprcted in red are completed activities, the green tasks are those which are 
approved and/or on-going at this time and the activities in blue denote those tasks which are 
scheduled, but not totally finalized as to scope of work and definite tunmg for the tasks 
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3 Env~ronrnentaI/Soc~aI Planner - Work Plan Act~v~ty D 

A Summary of Actw~tres and Schedules 

Part A 

Actrvrty "D" 
Environmental Regulatron Revlew 

- -- - - -- -- 

1 Revrew Existrng Guidelrnes 

2 Consohdate Criteria 

Start and Completron 
Schedule 

3 Revrew Regulations and Lrcenses for 
Mrtrgatlon and Impact 

4 H~ghlrght Requirements and Priorities for 
Updating 

5 Recommend on lnstitutronal 
Arrangement and lnteractlon 

6 Recommend on Tramrng for EDC staff 
on Envrronment 

Present report on Part A 

7 Recommend Assessment Requrrements 

8 Gurdehnes for Lrcenses 

9 Guldelrnes for Publrc Consultatron 
Process 

10 Envrr Provrslons for RFP's 

Total Level of effort 

Responsrble Party 

January 15,1996 

February 28, 1996 

lncorporatr on of rnput 
from Part A, and start 
of Part B 

65 person days, 

Envlronmentall 
Soc~al Planner 

Completed March 28, 1996 

Two Part Del~verable 

Report may be as short 
worksho~ 

Workshop Sessron 
Scheduled for Aprd 24 

, Complet~on by March 28, 

Lawrence Haas 
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B Results from Act~v~ty  D 

Recommendat~ons on 

Rev~ew of present env~ronmental and soclal plannlng cntena, gurdelmes and standards, and 
relevant leg~slat~on covermg hydropower and thermal generatron projects, as well as 
transm~ssron and dlstr~but~on projects, w~th consultation w~th appropriate HMG officials and 
agencies 

Rev~ew and recommend provlslons to strengthen soc~o-ewnomlc and env~ronment assessment 
requrrements In the Electnc~ty Regulat~ons, model l~cense agreements, reporting formats, survey 
report format, etc relatmg to the scope and deta~l of pr~vate developer act~v~t~es durmg both 
survey and product~on llcense per~ods 

Rev~ew and recommend on spec~fic provlslons In the Electnc~ty Regulatlons and model hcenses 
for cost-effectwe m~t~gatlon of soc~al and env~ronmental ~mpacts and treatment of res~dual 
~mpacts durmg construct~on and operat~on phases of hydropower projects 

Scope out requ~rements for rncludlng socloeconomlc and env~ronmental provlslons In structured 
RFP's for hydro and thermal generat~on projects 

H~ghhght future requ~rements and pr~or~t~es for mcorporatmg socloeconomlc and environmental 
provlslons In the Electnc~ty Regulat~ons and l~censes for transmlss~on and d~strlbut~on projects 

Recommend on mst~tutronal arrangements, EDC's ~nteract~on wlth other government agencies 
and organ~zat~onal measures to help EDC effectrvely funct~on as the one-window ent~ty for 
prwate developer-government mteract~on on these matters 

Examples of how to use project management software on ex~stmg computers to track the 
hcensmg and approval process for projects under the jurrsd~ctron of EDC 

Problems Encountered In Actlvlty D 

No problems were encountered In the preparat~on of the dehverables and the comprehensive 
recommendat~ons set forth from the scope of work Many of the env~ronmental requirements - 
suggested are all-encompassmg and In some Instances, stdl berng rewewed by the M~nlstry of Health 
an Envrronment In terms of the~r level of appl~cat~on to certam aspects of the hydro-power projects, 
both ex~strng and planned I 
These gu~delmes and recommendat~ons will have to be d~scussed further w~th EDC staff and a 
course of act~on developed, to fully ~mplement and operat~onal~ze the env~ronrnental tracklng and 
mon~torlng procedures 

I 
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4 Power Operat~ons and Safety Speclal~st - Part II 

A Summary of Actrvrtres and Schedules 

Act~v~ty "E" 
Power Operat~ons & Safety Part 2 

B Results from Act~vrty E 

Start and Completron 
Schedule 

I 
1 Preparat~on time In Acres office 

2 Arr~val ~n Kathmandu 

3 Recommend Rules 

4 F~eld lnspect~on Tr~p & Report 

5 Present lnrtial Fmdings 

6 Level of Effort 

Respons~ ble Party 

As a contmuat~on of the first part of the Power Operat~ons and Safety component, the consultant 
coordmated w~th EDC staff and prov~ded the follow~ng 

Recornmendat~ons regardrng spec~fic regulations wrth regard to regulatory oversight durmg the 
construct~on phase of projects 

January 10 and January 11 

January 14,1995 

Scheduled by EDC 

(to be detemmed by EDC) 

44 person days, ~ncludmg travel 
and home office preparat~on 

Power Op Safety 

Gu~delmes for further development of quahty control and ~nspect~on programs for use by EDC 
rnon~tor~ng and safety staff includmg the areas of sedrment and erosion control as well As 
development of emergency actlon plans 

Complet~on by March 1, 
1996 

Foster Pelton 

Ass~sted in the further development of formal procedures relatmg to dam safety, ~ncludmg 
hazard potentral class~ficat~on, routme operat~on and mspect~on procedures, mdependent 
consultant safety ~nspect~on procedures and long term emergency act~on plans 

Demonstrate the steps in the ~nspect~on process by jo~ntly Inspecting selected sites or sltes wlth 
staff of EDC Conducted field instruct~on on the procedures used In the mspect~on process and 
formulated the types of reports to be subm~tted 

Conducted field tours of Marsygand~ and Kulekhan~ hydro-s~tes w~th EDC ~nspect~on and safety 
personnel 
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C Problems Encountered In Ac t~v~ty  E 

Wrrt~ng def~n~t~ve standards for ~nspectron of projects 1s somewhat d~fficult In Nepal, as there are 
already a mlx of constructron and operatronal standards bemg used and or proposed for varlous 
projects Th~s IS a naturally occurrmg comphcat~on when dealmg w~th a large mix of multrnat~onal 
supplrers and mtematronal fundmg organrzatrons Whde all countrres have some form of construct~on 
standards, no one can be as a general overall "best sulted" recommendat~on for Nepal Rather the 
act~vlty was to demonstrate how to know ~f what IS bemg rewewed meets ratlonal cnterla for 
construct~on and safety and how to compare what IS bemg proposed or mspected to other criteria 
already bemg used In these types of projects 

In addrtron, EDC w~ll have to ~mplement the project trackmg and mformat~onal database In the~r 
track~ng programs over a penod of t~me As a follow on to th~s, the Ch~ef of Party w~ll work w~th EDC 
to provlde recommendat~ons on how to proceed wrth thrs operat~onal development In the areas of 
safety and ~nspect~on 

5 Preparat~on of Promot~on Presentat~ons 
by EDC and PEP Ch~ef of Party 

A Presentation Package for EDC Use in lnd~a 

On Februaiy 9 through 11, representatrves of EDC attended meetlngs rn Delh~ and Bombay and gave 
presentat~ons on the opportunrt~es for prwate sector mvolvement In the power sector rn Nepal The 
Chref of Party and EDC staff refined exrstmg presentatlons and ass~sted In the developrng the formal 
and techn~cal sl~des for this trrp 

B Formal Overview Presentation 

At the request of EDC, PEP developed a more formal and refined presentat~on using Power Pomt 
Mult~med~a Software to dlustrate the projects ava~lable for development In Nepal Thrs presentat~on 
was given to the Global Infrastructure Fund~ng conference held In Kathmandu on Apr~l 8-10 Further 
refmement of th~s presentatron wrll be completed as a part of the ongoing promot~onal actw~ties 
assocrated wrth the PEP 

6 Rev~ew of Export Related Issues for Further Study 

At the request of the Drrector General of EDC, the Ch~ef of Party In conjunct~on w~th adv~sors at 
WECS, prov~de the draft of a drscuss~on paper on sal~ent areas for further review and 
recommendat~on regardmg power export related matters In accordance w~th the provlslons of the 
PEP Contract, the d~scusslon papers on export related matters, lncludlng export tariffs, transmlss~on 
wheelrng, tax mcentlves and development of financmg proposals, will culmrnate In the development 
of a technical consultrng ass~gnment to provrde detalled analysis and further recommendatlons Thls 
has been ~dentrfied as a necessary preparatory step In the formulat~on of the promot~onal act~v~t~es 
defmed under PEP Th~s act~v~ty 1s ~ncluded In the short term techn~cal assstance fundmg In the 
contract A copy of the drscussion paper IS rncluded with thrs report to prov~de examples of the types 
of Issues to be addressed In the forthcommg ass~gnment 



7 Preparation of Terms of Reference and Scopes of Work 

As provrded In the Work Plan, three addrt~onal scopes of work have been ~dentrfied and assocrated 
terms of reference prepared for short term consultants In the followrng categories 

Fmanc~al Contracts Spec~al~st 
ContractlLegal Spec~alrst 
TarrfflRate Spec~al~st 

The Fmanclal Contract Specral~st has been approved for mob~hzat~on and IS scheduled to be on-srte 
by Apnl 14 Thrs actw~ty IS for a per~od of 80 days and has the major responsrblhty of formulatmg a 
financ~al modellng program to enable EDC to better analyze the financ~al rat~os, returns and total cost 
effect~veness of projects presented for hcensmg approval 

The ContractlLegal Spec~al~st act~vrty wrll concentrate on the development of model contract 
documents for use In future project negot~atrons and sol~c~tatron Besrdes the trad~t~onal contracts 
concerning the power purchase agreement and project agreement, the consultant w~l l  develop the 
matnx of necessary financ~al and legal documents requ~red for complet~on of project financrng and 
operatron Fmal approval of thrs terms of reference IS pendmg, but work IS antrc~pated to begm on 
thls task on or around May 10, 1996 

The TanffIRate Specralrst wrll formulate the operat~onal gu~delrnes and regulatrons for the transparent 
operatron of the Tarrff Frxatron Comm~ss~on The Tarrff F~xatron Comm~ssron IS charged wrth the 
settrng of the necessary electrrcrty tar~ff levels for those projects proposed to be hcensed under the 
Electrrcrty Act and subject to perm~tt~ng through EDC Th~s act~vrty was rdent~fied as a requ~s~te 
requrrement for the PEP and the mteractrons of the approvals and regulatory schemes of the Tariff 
F~xatron Commwon wdl have rmpact on the oversrght process of EDC Approval of th~s terms of 
reference IS pendmg, but IS antrc~pated that th~s work would be completed durrng the next quarter 

8 Contmuatlon of the Development of the 
Tralnlng Schedule and Budget 

The tables rncluded In th~s sect~on summarrze the antrcrpate formal tra~nrng actrvrt~es by category, 
mternatronal, reglorial and local cornp~iieiits The c o m e  sho~vn and the &~iiiW of trme for the 
tra~nmg are denved from quotatrons and est~mates from the respectrve organ~zat~ons sponsorrng the 
actrv~t~es Because of the d~vers~ty of the avarlable tra~n~ng programs and courses offered, the exact 
course actrvrty may vary from those set forth In the attached summary tables 

Persons ~dent~fied as potentral cand~dates for mternat~onal and reg~onal tranng are to begrn the 
completron of language qual~ficatron testrng and processrng of vlsa and other related approval 
documentatron by no later than May 15 Necessary materrals and ass~stance for thrs act~v~ty w~l l  be 
coordmated through the AID Tralnlng offrce and superv~sed by the PEP Office Adm~nrstrator 
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9 Lme Item Budget Reallocations 

As a result of the w~thdrawal of CFED from partlc~patlon In the project, certam adjustments were 
requlred In the overall project budget for PEP These changes resulted In the avarlabdlty of addlt~onal 
funds for allocation to rdentlfied lme Item components Thls request for change of use has been 
submitted to USAID/Nepal for approval and IS pending at thls trme 
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Contract Law and 
Negotlatlons 

Env~ronment 
Assessment 
Tralnlng 

Study Tours of Us 
IPP Sltes and 

PRlVA TE ELFCTRICITY PROJECT 
TWINING PLAN SUMMARY 

1 996-1 997 

INTERNATIONAL 

One Month I USA, Facllltles 
20 Days of In Washington, 
Tralnin 

, 3 Weeks 

3 Weeks USA 

4 Weeks / USA 

Two 
- 
One 

EDC Group Tuition 

Prlvate Sector $25,000 Inc All 
Cell Books Matetlals 

I Legal And $3,000 each 

I Prlvate Sector $8,000 
I Cell 

Mixed l 

Total 
Cost Est 

$61,300 

Total for actrwty $143,915 
A~rfare estimated at $2000 00 round tnp except for study tour aif $4000 
Lodgrng and per drem at $135 00 average per day per person 
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Quarterly Report 
June 30. 1996 

Subsequent to the provrslons of the Contract, th~s  report serves as the basrs of a progress report of 
the act~v~t~es set forth In the Work Plan for the Pnvate Electrrc~ty Project (PEP), for the per~od endrng 
June 30, 1996 Thrs report hsts the strateg~c del~verables of the Work Plan as ~dent~fied and agreed 
to by EDC and USAlD In the jomt meetings and defines the progress made toward ach~ev~ng those 
defined goals and delrverables 

Included in the drscuss~on, IS the ~dentification of any problems encountered In achrevrng those goals 
and any suggestrons for the mod~ficatron or restructurmg of the actwrties rdent~fied In the Phase II 
Work Plan objectives and timetable 

Whrle the fmal completed reports of the varrous short term consultants w~l l  be a part of the overall 
final report, excerpts from the conclusrons and recommendat~ons of those consultants fin~shed w~th 
the~r assrgnments are attached as an annex to th~s quarterly report 

Based on drscussrons and recommendat~ons of the quarterly meetmg to drscuss progress, 
suggestions and modrf~catron w~l l  be mcorporated In the remamder of the Phase II Work Plan 

Attached to thrs report are Annexes contarnmg port~ons of the report del~verables h~ghhghtmg the 
summary fmdrngs and recommendat~ons These rnclude the followrng 

Annex "A" - Frnanc~al/Contracts Spec~al~st - Interim findrngs 
Annex "B" - Contracts/Legal Spec~al~st - lnterrm fmdmgs 
Annex "C" - Power Sector Development Fund - World Bank Recommendat~ons 

2 Work Plan Actw~tres (Phase II) 

Phase I1 Actrvrt~es March - June, 1996, ~ncluded the followmg components 

FrnanaalIContraets Spec~al~st - Complet~on of frrst half of ass~gnment 
* ContractsILegal Specralrst - Completron of first half of ass~gnment 

Preparat~on of Promot~on Presentatrons by EDC and PEP Chref of Party 
* Revrew of export related Issues for further study - PEP Chref of Party 

Contrnuatron of the development of the Tra~nmg Schedule and Budget 
* Recommendatrons for the development of a Power Sector Development Fund 

Meetmgs w~th AID Washmgton, Ch~ef of Party and Project Manager 

Each of these act~vrtres IS d~scussed In more detarled In the follow~ng sectron The deta~led overvrew 
~dent~fies the ant~crpated delrverables and d~scusses prelrmmaty findrngs, any problems encountered, 
wrth recommendatrons rncluded In the applrcable annexes 

The summary act~v~ty schedule rn Chart "A" provrdes an overvrew of the completed, ongoing and 
projected techn~cal assrstance for EDC prov~ded by PEP through the March 1997 end-of-contract 
perrod The act~vrt~es depleted In red are completed act~v~t~es, the tasks h~ghhghted In green are 
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those wh~ch are approved andlor on-gomg at t h ~ s  t ~ m e  and the ac t~v~ t~es  In blue denote those tasks 
whlch are scheduled, but not completed or Implemented as of June 30, 1996 

3 F~nanc~al Contracts Spec~al~st -Work Plan Actlv~ty "F" 

A Summary of Actw~t les and Schedules 

Act~v~ty "F ' Part 2 
F~nanc~al Contracts Spec~al~st 

1 Develop methodolog~es for financ~al 
analys~s and appra~sal 

2 Development of analyt~cal pro-forma 
financ~al model 

3 Development of matr~x for r~sk 
analys~s for project apprarsal 

Start and Complet~on 
Schedule 

6 Present Fmdmgs & Report 

Total Level of effort 

B Results from A c t ~ t y  "F" 

Recommendat~ons on 

Aprll 13, 1996 

On or about May 24, 1996 

Arr~ve in Kathmandu for 
Part B on or about July 14, 
1996 

Respons~ble Party 

Development of methodologies or approaches for financ~al analys~s and appraisal of prlvate 
power projects 

Two pad acfivtty 
consrstrng of approx 40 
days ~n each part 

Partially completed 
durmg first half of 
ass~gnment 

Fmal workshop on findmgs 
pnor to Aug 30 departure 

80 person days, includmg 

Consultant w ~ l l  develop an analytrcal financ~al model to use In forecastmg the financ~al impact 
of both sol~c~ted and unsol~c~ted hydro power projects In the prwate sector, under the review of 
EDC The proposed pro-forma model should be des~gned to allow user to review buy-back rates, 
rat~os of debt and equ~ty, mternal rate of return and other necessary financ~al ind~cators used in 
the assessment of proposed projects The exact parameters w ~ l l  be determmed after ~ n ~ t ~ a l  
d~scuss~ons between the consultant, EDC staff and the Ch~ef of Party 

Fmal presentation & 
report on or about 
August 20,1996 

travel 

Fmanc~ng, Contract 
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Prov~de recommendat~ons on and develop a matnx for rlsk analysrs for project appra~sals 

Provlde examples of other country's private power financral pol~c~es and comparrson to what IS 

rn-place In Nepal Provrde comparrson of Asra region regardrng, ~ncentrves, taxes, export fees, 
compensat~on to host governments, etc 

Problems encountered rn the development of prrvate power sectors in other countnes rn the 
areas of settmg levels of financial guarantees and establishing risk management criteria as 
compared to existrng and proposed polrcres and regulat~ons appl~cable to the prrvate power 
sector in Nepal 

Recommendatrons regardmg types and levels of financral trarnrng and r~sk analysls for 
supplementmg the formal trarnmg component of the PEP Project 

Problems Encountered In Act~v~ty "F" 

No problems have been encountered In the preparat~on of the delrverables and the comprehensive 
recommendatrons set forth from the scope of work The preparat~on of the financral forecastmg 
model has mvolved the jornt woperatron of the EDC counterpart staff, the project Ch~ef of Party and 
the short term consultant The software program resultmg from thrs effort wrll be left wrth EDC staff 
for use In the future evaluatrons of proposed projects A drscussron on the program and a sample 
output from the program will be rncluded In the short term consultant's final report w~th the conclusron 
of the second half of thrs actrv~ty 

4 Prwate Power Promoter - Act~vrty "G" 

The short term techn~cal assrgnment for th~s actwrty IS not scheduled untll late In the thrd or fourth 
quarter of the project work plan The act~v~ty IS stdl budgeted The job descr~pt~on and terms of 
reference wrll be prepared In August and subm~tted to EDC and USAlD In late August 1996 

5 Power System Planning Eng~neerlAnalyst - A c t ~ t y  "H" 

As a result of the recommendat~ons and fmdmgs of the lnstltutronal Planner and after drscuss~ons 
wtth the D~rector General of EDC, th~s Actrv~ty was deleted from the overall scope of the assrgnments 
under the current Work Plan After revlewlng the rnstltut~onal settmg of EDC, NEA and WECS, the 
partres have agreed that the power system plannmg process or~grnally antrc~pated to be performed 
rn-part by EDC should be the complete respons~b~lrty of NEA Therefore, the orrgmally proposed 
assignment for the Power System Plannmg Engmeer would have been redundant w~th  on-going 
actrv~tres at NEA As per the terms of the PEP Contract, the funds or~glnally budged In thrs actlv~ty 
were reallocated to other short term assignments 
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6 ContractslLegal Spec~al~st - Actrv~ty "I" 

A Summary of Act~vrt~es and Schedules 

Actlvlty I 
ContractslLegal Spec~altst 

1 Compar~son of Power Purchase 
Agreements - terms and condrt~ons with 
other areas 

2 Standardization of Agreements 

3 Identification of additional issues impacting 
agreements 

4 Development of pricing and r~sk strateg~es 
and discuss ~mplications 

5 Development of "One Wmdow" check 11st 
for closing documents 

Res~onsible Partv 

Start and Completion 
Schedule 

May 10,1996 

Completed June 15, 1 1996 

B Results from A c t ~ v ~ t y  "I" 

Second part start July 13, 
1996 

66 person days, 
including travel and 
home office preparation 

ContractJLegal Special~st 

The Specialist contmues to complete the objectwes outlmed in the original work plan and scope of 
work A more detailed report of the first half of the assignment is included In Annex B Port~ons of 
the followmg objectives have been completed are in-progress 

Part 2 of two part 
assignment 

Completion by August 
14,1996 

Foster Pelton 

Review power purchase agreements with other countries and power sales agreements with 
private power producers 

Assist in the drafting of standardized provlslons for inclusion In the project agreements between 
Nepal and prwate power developers 

Analyze energy pricmg strategies and assist In refined approaches 

Provide input and assistance to the Ch~ef of Party and other consultants in the development of 
the Pnvate Power Promot~onal activ~ties 

Develop a "One Window" documentation "check list" for all documents necessary to effectuate 
a financial closing between a private developer and HMG/N This should ~nclude suggested 
formats and where applicable a discussion as to the reasons for such documentation 
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C Problems Encountered rn Actrv~ty "I" 

Quarterly Report 

One of the d~ff~cult tasks facmg the development of standard~zed contracts for prwat~zed electr~c 
generat~on projects IS regardmg the area of hydropower generat~on Whde thermal power stat~ons 
are generally more "buddmg block" des~gner fr~endly, whether coal, 011 or gas fired, hydropower - 
stat~ons present unique problems because of the d~ffer~ng types of hydro generat~on and the s~te 

A 

cond~t~ons and operat~on nsks assoaated w~th s~te locat~on and cond~t~ons w~th hydropower can add 
a new d~menslon to the negotiated contract provlslons Therefore the Contract Spec~allst has had - 
to take Into cons~deratlon some of these unlque features In th~s regard, there may not be the abll~ty 
to have what the mdustry refers to "model agreements" but rather have consistent provlslons for rrsk 
shanng wh~ch must be mcorporated mto such hydro agreements Th~s w~l l  be dealt w~th In deta~l In - 
the fmal reports 

7 Preparatron of Promot~on Presentat~ons by 
EDC and PEP Ch~ef of Party 

A Formal Overv~ew Presentahon I 
At the request of EDC, PEP staff updated and refined a formal promotronal presentat~on to ~llustrate 
the projects avadable for development In Nepal Th~s presentat~on was has been given at many 
conferences and semmars held In the realon In recent months Further refinement of th~s I 
presentatron w~l l  be completed as a part of the ongolng promot~onal act~wt~es assocrated w~th the 
PEP 

B Presentat~on for US EA Tour to the Un~ted States 

Under the sponsorsh~p of the Un~ted States Energy Assoc~at~on two persons from EDC and the 
MOWR were selected to attend the workshops and semmars In the Un~ted States during the per~od 
July 5 - 18 In preparat~on, promot~onal mater~als were developed for presentatrons and d~str~but~on 

n 
durmg th~s tour I 
8 Rev~ew of Export Related Issues for Further Study 

As descr~bed In the March Quarterly Report, the Drector General of EDC, requested the Ch~ef of 
Party ~n conjunct~on wrth advrsors at WECS, to prov~de a draft d~scuss~on paper on salrent areas for 

I 
further review and recommendat~on regardmg power export related matters In accordance w~th the 
provlslons of the PEP Contract, the d~scussron papers on export related matters, ~ncludmg export 
tariffs, transm~ss~on wheelmg, tax rncent~ves and development of financmg proposals was prepared 

I 
It was orrgmally ant~crpated that funds would be ava~lable In the ex~stmg budget to ~nrt~ate another 
terms of reference for th~s newly defined act~v~ty Because of the sh~ftmg of a substantla1 port~on of 
the funds or~g~nally allocated to the Power System Plannmg Spec~al~st to the Fmanc~al Contracts 

I 
Spec~al~st to lengthen the assignment, funds are no longer ava~lable for short term techn~cal 
assstance on export related matters Addhonal fundmg for th~s act~v~ty wdl be d~scussed In the 
quarterly revrew meetmg w~th the part~es 

I 



Quarterly Report 

9 Preparation of Terms of Reference and Scopes of Work 

As provided in the Work Plan, two additional scopes of work remain to be rmplemented under the 
ex~strng approved contract The associated terms of reference have been or are berng prepared for 
short term consultants in the following categor~es 

Tar~ffIRate Specialist 
Prwate Power Promoter 

The TanffIRate Speclalist wdl formulate the operatronal guidelines and regulations for the transparent 
operatron of the Tariff F~xation Commission The Tariff Fixation Commission IS charged with the 
settmg of the necessary electricity tariff levels for those projects proposed to be hcensed under the 
Electricity Act and subject to permitting through EDC This activity was identified as a requisite 
requirement for the PEP and the rnteractions of the approvals and regulatory schemes of the Tariff 
Frxat~on Comm~ssion will have impact on the oversight process of EDC Approval of thrs terms of 
reference has been rece~ved and it IS ant~cipated that work in this area will begin durrng the first week 
in July 

The Pnvate Power Promoter ass~gnment IS still being review at this time to define the level of activity 
and the t~m~ng for this work The status of th~s posit~on w~ll be d~scussed during the review meeting 
for this report 

10 Contlnuat~on of the Development of the 
Tramng Schedule and Budget 

Tables were ~ncluded in the previous report which summanze the ant~cipated formal training actwities 
by category, rntemat~onal, regional and local components The courses shown and the estimates of 
time for the tra~ning are der~ved from quotat~ons and estimates from the respective organ~zations 
sponsormg the act~vities Because of the dwersity of the available trainmg programs and courses 
offered, the exact course activrty may vary from those set forth In the attached summary tables 

Persons ~dentrfied as potential candidates for international and regronal training have been 
scheduled to complete the completion of language qualrficat~on testing by no later than July 15 
Necessary materials and assstance for this activ~ty will be coordrnated through the AID Training 
office and supervised by the PEP Office Administrator 

1 Lme Item Budget Reallocatrons 

As a result of the w~thdrawal of CFED from participation in the project, certain adjustments were 
required in the overall project budget for PEP These changes resulted In the avarlability of addrtional 
funds for allocat~on to ~dent~f~ed h e  ~tem components Th~s request for change of use has been 
submitted to USAIDJNepal for approval and IS pendmg at th~s t~me 
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Subsequent to the provlslons of the Contract, th~s report serves as the bass of a progress report of 
tne act~vrtres set forth In the Work Plan for the Pnvate Electnc~ty Project (PEP), for the penod endrng 
September 30, 1996 Th~s report lists the strateg~c delwerables of the Work Plan as ~dent~fied and 
agreed to by EDC and USAlD In the jomt meetmgs and defines the progress made toward ach~ev~ng 
those defined goals and delwerables 

Included In the d~scuss~on, IS the ~dent~ficat~on of any problems encountered In ach~eving those goals 
and any suggestlons for the modlficat~on or restructurmg of the act~v~t~es ~dent~fied In the Phase 11 
Work Plan objectrves and trmetable 

Whde the fmal completed reports of the various short term consultants w~ll be a part of the overall 
final report, excerpts from the conclus~ons and recommendat~ons of those consultants finrshed w~th 
the~r ass~gnments are attached as an annex to th~s quarterly report 

Based on drscuss~ons and recommendat~ons of the quarterly meeting to d~scuss progress, 
suggest~ons and mod~ficat~on w~ll be mcorporated In the remamder of the Phase II Work Plan - 

Attached to th~s report are Annexes conta~nmg port~ons of the report delwerables h~ghl~ghtmg the 
summary findmgs and recommendat~ons These ~nclude the followmg 

Annex "A" - F~nanc~alIContracts Spec~al~st -Frnal Report 
Annex "B" - ContractdLegal Spec~al~st -Fmal Report 

2 Work Plan Act~v~t~es  (Phase I!) 

Phase II Act~v~t~es July - September, 1996, rncluded the followmg components 

* Frnanc~al/Contracts Spec~al~st - Complet~on of second half of ass~gnment 
ContractsILegal Spec~al~st - Completron of second half of ass~gnment 
TarrffIRate Spec~al~st - Completion of ass~gnment 

I 
Preparatron of Promot~on Presentat~ons by EDC and PEP Chref of Party 
Rev~ew of export related Issues for further study - PEP Chref of Party 
Contmuat~on of the development of the Tra~nmg Schedule and Budget 

I 
* Development of add~t~onal areas of techn~cal ass~stance 

Each of these act~v~tres IS d~scussed In more detarled In the followmg section The deta~led overvlew 
~dent~fies the antmpated delrverables and d~scusses prehrn~nary findmgs, any problems encountered, 

I 
w~th recommendat~ons ~ncluded In the apphcable annexes I 
The summary actw~ty schedule In Chart "A" prov~des an overvrew of the completed, ongoing and 
projected techn~cal ass~stance for EDC prov~ded by PEP through the March 1997 end-of-contract 
perrod The actw~t~es dep~cted In red are completed actw~tres, the tasks h~ghhghted In green are 
those wh~ch are approved and/or on-going at thrs t~me and the act~v~t~es In blue denote those tasks 

I 
wh~ch are scheduled, but not completed or ~mplemented as of September 30, 1996 N 
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3 Fmanc~al Contracts Spec~al~st - Work Plan Act~v~ty "F" 

A Summary of Actrvrtres and Schedules 

Act~v~ty "F" Part 2 
Fmanc~al Contracts Spec~alrst 

Complet~on of Part 2 

4 Detaded comparison of other 
countr~es financ~al pol~c~es 

5 Recommendat~ons on Trammg 

Start and Completron 
Schedule 

On or about July 14,1996 

3 Development of matr~x for rrsk 
analys~s for project appra~sal 

Arrrve In Kathmandu for Part 
B on or about Aug 30, 1996 

6 Present Fmdrngs & Report 

B Results from A c t ~ v ~ t y  "F" Part 2 

Part~ally completed durmg 
first half of ass~gnment 

Total Level of effort 

Respons~ble Party 

Development of methodolog~es or approaches for fmanc~al analys~s and apprarsal of private 
power projects 

Fmal workshop on find~ngs 
prior to Aug 30 departure 

Consultant developed an analyt~cal fmancral model to use In forecastmg the financ~al ~mpact 
of both sol~cited and unsolicited hydro power projects In the prrvate sector, under the revlew 
of EDC The proposed pro-forma model IS des~gned to allow user to review buy-back rates, 
ratros of debt and equ~ty, mternal rate of return and other necessary financral mdrcators used 
In the assessment of proposed projects 

Fmal presentahon & report 
on or about August 20, 1996 

80 person days, ~ncludmg 
travel 

Fmanang, Contract 

Development of a matrix for risk analys~s for project appra~sals 

Delrverables completed 

M~ke Ashford 

Examples of other country's prwate Dower financral ~o l rc~es  and cornDanson to what IS In- 
place 'm Nepal, ~orn~ar rsbn  were piov~ded of Asla region regardlng, incentwes, taxes export 
fees, cornpensatlon to host governments, etc 

Examples of problems encountered In the development of prwate power sectors In other 
countr~es In the areas of settmg levels of financral guarantees and establ~shmg r~sk 
management cr~ter~a as compared to exrstmg and proposed pol~c~es and regulat~ons 
apphcable to the prrvate power sector In Nepal 
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* Recommendat~ons regardmg types and levels of financral tralnmg and risk analys~s for 
supplementmg the formal tramng component of the PEP Project 

C Problems Encountered In A c t ~ v ~ t y  "F" Part 2 

No problems have been encountered In the preparatlon of the dehverables and the comprehenswe 
recommendat~ons set forth from the scope of work, The preparation of the financ~al forecastmg 
model ~nvolved the jomt cooperation of the EDC counterpart staff, the project Chief of Party and the 
short term consultant The software program resultmg from this effort w~l l  was left w~th EDC staff for 
use In the future evaluations of proposed projects A discuss~on on the program and a sample output 
from the program IS mcluded In the short term consultant's final report 

4 Prwate Power Promoter - Act~vtty "G" 

The short term technical ass~gnment for th~s actlv~ty has been placed on hold at th~s trme EDC is 
revlewmg the necess~ty of th~s act~v~ty and w~l l  prov~de comments later 

5 Power System Plannmg Eng~neerIAnalyst - Act~v~ty "H" 

As noted In the June Report, th~s act~v~ty was cons~dered redundant and has been postponed 
mdefinltely 

6 ContractslLegal Spec~al~st - Actwty "I" Part 2 

A Summary of Act iv~t~es and Schedules 

B Results from A c t ~ v ~ t y  "I" 

Acttvlty "I" Part 2 
ContractslLegal Spec~al~st 

4 Development of prlclng and r~sk 
strategres and d~scuss ~mpllcat~ons 

5 Development of "One Wmdow" check 
1st for closrng documents 

Respons~ble Party 
- - 

The Spec~al~st completed the objectwes outlmed In the ongmal work plan and scope of work A more 
detaded report of the ass~gnment IS ~ncluded In Annex B The followmg objectrves have been 
completed 

Rev~ew power purchase agreements w~th other countr~es and power sales agreements w~th  
prwate power producers 

Start and Completion 
Schedule 
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Assrst In the draftlng of standardized provlslons for ~ncluslon In the project agreements between 
Nepal and private power developers 

Analyze energy pncing strategies and ass~st In refined approaches 

Provrde Input and assrstance to the Chref of Party and other consultants In the development of 
the Prlvate Power Promotional actrvrt~es 

Develop a "One Wrndow" documentation "check Ilst" for all documents necessary to effectuate 
a frnancral closrng between a pr~vate developer and HMGIN Thls should include suggested 
formats and where apphcable a drscussron as to the reasons for such documentation 

C Problems Encountered in Actrvity "I" 

One of the drfficult tasks facrng the development of standardrzed contracts for prlvatlzed electrlc 
generation projects IS regardrng the area of hydropower generatron Wh~le thermal power stat~ons 
are generally more "bu~ld~ng block" des~gner fnendly, whether coal, 011 or gas fired, hydropower 
statrons present unrque problems because of the differing types of hydro generation and the site 
conditions and operatron nsks assocrated w~th s~te location and condrtions with hydropower can add 
a new drmension to the negotiated contract provisions Therefore the Contract Spec~alrst has had 
to take mto conslderatron some of these unlque features In thrs regard, there may not be the abrlity 
to have what the industry refers to "model agreements" but rather have consistent provisions for rrsk 
shanng whlch must be incorporated into such hydro agreements Thls wrll be dealt w~ th  In detail in 
the frnal reports 

7 Tar~ffIRate Spec~al~st - Actlvlty "J" 

A Summary of Act~vrties and Schedules 

2 Develop operat~onal gurdeline ( Completed I 
I II 

Act~vity "J" EDC - Tariff Fixation Commrssion 
Electrmty Tar~ff Requlat~on Review 

1 Revlew exrstmg guidelrnes and mandates of Tarrff 
Flxatlon Commrss~on 

3 Provrde examples of regulatory prrcing guidelines I Completed 
I I II 

Start and Completion 
Schedule 

June 30, 1996 

4 Provrde recommendat~ons on tarlff prlcrng 
structures 

5 Present workshop 

6 Present Flndlngs & Complete Fmal Report 

7 Level of Effort 

August 12, 1996 

Completed 

July 31 

August 6 

44 person days 

August 10 
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B Results from Activity J 

Recommendat~ons on un~form rules and regulations for regulated ut~l~tles under Tanff F~xat~on 
Commission jurisdrction 

- 

Activ~ty "J" EDC - Tarrff Frxatron Commrssron 
Electrfclty Tar~ff Regulat~on Review 

Responsrble Party 

- Provrde gurdelrnes for TFC staff regarding pricrng structure methodology 

* Provrde specrfic recommendat~ons regardrng additional training in the areas of cost of service 
and rate of return analysis 

Start and Complet~on 
Schedule 

Present workshop on rate desrgn and tariff analysis 

Private PowerJLegal 
Ch~ef of Party 

C Problems Encountered in Actrvrty "J" 

Terry Pratt 
Steve Thompson 

No problems were encountered in the preparatron of the deliverables Thrs activity was a prelrminary 
rnstitutional overv~ew of the Tariff Fixation Consideration and focused primarily on a number rn - 
recommendatrons for the rmproved transparency and functionality of the Commission Follow-on 
work will be necessary to develop the technical capabrlity of the staff of the Commission An 
approach srmrlar to the main approach used by PEP in the assistance to the other sectors of EDC 
should be employed as soon as possible 

8 Tralnlng - Preparation of Promot~on Presentat~ons by 
EDC and PEP Chlef of Party 

A Formal Overview Presentation 

At the request of EDC, PEP staff updated and refined a formal promotional presentation to illustrate 
the projects available for development in Nepal This presentation was has been grven at many 
conferences and semrnars held in the region in recent months Further refinement of thrs 
presentation wrll be completed as a part of the ongoing promotional activities associated with the 
PEP 1 
B Study Tour Plans 

EDC has requested PEP to formulate a study tour/promotional tour to the United States The 
purpose of the tour is to provide formal information to Bankers, Developers and other interested 
parties, regarding the Pnvate Sector Power opportunities in Nepal PEP antrcipates the tour to take 
place In November of 1996, an approximate duration of three to four weeks 

I 
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C Contmuat~on of the Development of the Tra~nmg Schedule and Budget 

Tables were ~ncluded In the prevlous report wh~ch summanze the ant~crpated formal tra~nmg act~v~t~es 
by category, ~nternat~onal, reg~onal and local components The courses shown and the est~mates of 
pnme for the tra~nmg are derwed from quotations and est~mates from the respectwe organ~zat~ons 
sponsonng the act~v~t~es Because of the divers~ty of the ava~lable tra~nmg programs and courses 
offered, the exact course act~v~ty may vary from those set forth In the attached summary tables 

Persons ~dent~fred as potent~al cand~dates for mternat~onal and regional tra~n~ng have been 
scheduled to complete the completron of language qual~ficat~on test~ng Necessary mater~als and 
assrstance for th~s act~v~ty wrll be coordmated through the AID Tra~nmg office and superv~sed by the 
PEP Office Adm~n~strator 

One of the problems wrth the ~mplementat~on of selected tramng programs IS HMG requmng all EDC 
staff to remain ~n-country pendmg the outcome of the Mahakal~ dehberat~ons In Parhament Th~s has 
caused compressron in the trainmg schedule and the shppage of attendance In some courses wh~ch 
may be hard to replrcate New schedules are bemg developed to recover the lost wmdow of 
opportun~ty for certam tra~nmg act~v~t~es 

9 Rev~ew of Export Related Issues for Further Study 

As descrrbed In the March Quarterly Report, the Drector General of EDC, requested the Ch~ef of 
Party In conjunct~on w~th adv~sors at WECS, to prov~de a draft d~scuss~on paper on sal~ent areas for 
further revlew and recommendat~on regardmg power export related matters In accordance wrth the 
provrsrons of the PEP Contract, the d~scuss~on papers on export related matters, ~ncludmg export 
tanffs, transmiss~on wheelmg, tax ~ncentwes and development of financmg proposals was prepared 
It was or~gmally antmpated that funds would be ava~lable In the ex~stmg budget to ~nit~ate another 
terms of reference for th~s newly defined act~v~ty Because of the sh~ftmg of a substant~al port~on of 
the funds or~g~nally allocated to the Power System Plannmg Specialist to the Frnancial Contracts 
Specral~st to lengthen the ass~gnment, funds are no longer ava~lable for short term techn~cal 
assistance on export related matters Addhonal fundmg for th~s act~v~ty w~ll be d~scussed In the 
quarterly revlew meetmg wrth the part~es 

10 Mahakal~ Treaty 

The Expandmg Role of EDC 

EDC IS mandated as the ~mplementlng agency for matters pertainmg to prwate power development 
The cancellat~on of Arun Ill launched the prwate power effort at a far faster pace than was onginally 
env~sroned In add~t~on to the effort to negot~ate for the rnedlurn s~zed dornest~c use, private sector 
projects, EDC also has the respons~b~l~ty to ass~st MOWR In the development of the larger export 
orrented projects 

The recent Nepal Parharnent ratrficat~on of the long awa~ted Mahakal~ Treaty launches Nepal closer 
to the real~zat~on of the development of the larger, export oriented hydroelectr~c projects and w~ll 
requrre EDC to become rnvolved In the more complex Issues surroundmg the evaluat~on, financing 
and marketmg of larger multr-use development projects 
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While the Mahakali Treaty deals with a number of issues spec~fic to the Mahakal~ Rwer region and 
the Pancheshwar Project repart~cular, w~thm the umbrella Treaty there ex~sts a more definitive Power 
Trade Agreement between Nepal and India that defmes the parameters for trans-border sales of 
electricity for both the pubic and pnvate sector Th~s Power Trade Agreement appl~es to any project 
bemg proposed, not just Pancheshwor and 1s s~gn~ficant In that ~t sends a clear signal to potential 
developers and mvestors that both lndra and Nepal are ready to support such projects on a clearly 
defined bass Provrs~on wrthrn the Agreement state 

* Any party may enter rnto a power export trade agreements whether government, semrgovt or 
prwate In nature 

The parties negotiating the export agreements w~l l  determmed their own parameters, ~ncludrng 
price, wrthout mterventron of erther government 

* The respect~ve govemment w~ll assst to implement the agreements in accordance w~th ex~stmg 
laws and regulat~ons (Each country has a "One Wmdow" policy for pnvate mvestment in power) 

* The developers wdl be granted all mcent~ves and concessions of the~r respectwe countr~es 

The Power Trade Agreement 1s In effect for f~fty years and w~l l  be rewewed every ten years for 
updates or revisions 

Taken In its overall spint, the Power Trade Agreement signals that individuals are free to the existmg 
budget to negot~ate contracts withm existing rules and regulat~ons w~thout the mvolvement of either 
govemment Obv~ously, both governments become involved In the final approval process, but the 
road block experienced in prevlous negot~ations by requiring developers to involve governments In 
the early stages of negot~at~ons has been removed 

Also ~ncluded within the Mahakali Treaty are certa~n t~me bound act~ons on behalf of Nepal and India 
to implement the following 

Complet~on of a Deta~led Project Report on Pancheshwar Mult~purpose Project with~n six months 
of signing of the Treaty 

* Formation of the Mahakali Rwer Commwon and draftrng of rules of procedure 

Develop an Agreement for the financing and ~mplementation of the project 

Agreement on assessment of benefrts for purposes of the Deta~led Project Report "Wh~le 
assessing the benefits from the Project during the preparation of the DPR, net power benefit 
shall be assessed on the bas~s of, inter aha, saving In costs to the beneficlanes as compared 
w~th the relevant alternat~ves available"' 
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Establishment of the Pancheshwar Development Authority within one year of signing of the 
Treaty 

11 Areas of Add~t~onal Techn~cal Ass~stance 

A Current Situation 

The success of PEP in implementation of the initial goals and objectives can be clearly demonstrated 
in the fact that two pnvate power projects have been brought to financial closure and numerous other 
projects are being offered to meet the domestic growth requirements of Nepal's electricity needs 
However, based on the sequent of events starting wth the announcement of the cancellation of Arun 
Ill and culminating with the ratification of the Mahakali Treaty, the role of the EDC and PEP have 
shifted significantly from that envisioned by the initial proponents of the use of the private sector to 
fill the gap in generation prior to Arun Ill HMG and the power sector have shifted from a project 
driven environment (Arun Ill) to one of strategic planning and market dnven decision making The 
viable market in Norther India has created yet another "window of opportunity" not unlike that 
envisioned when HMG took the first steps to solve the domestic crisis with a private power initiative 
Once again, HMG must take advantage of the timing of such an opportunity to gain the market 
advantage and ensure that a portion of the larger export benefits of serving th~s load will accrue to 
the economic growth of Nepal 

The PEP affords this advantage again to HMG As shown on the enclosed charts, goals and 
objectives of PEP in providing the training and analytical skills to EDC to meet the challenges of 
negotiations with the private sector has been completed However, dunng the course of the PEP 
institutional and legal reviews it became clear that there are a number of issues regarding the 
valuation and packaging of the export related projects whlch need further clarification and evaluation 
In addrtion, the World Bank has offered to create a Power Sector Development Fund of up to US$ 
175 million for use in the further development of pnvate sector electric projects The Bank in its letter 
to HMG dated July 1, 1996, recommended that EDC act as the secretariat to the Fund Administrator 
for the purpose of evaluating requests for use of the fund 

The rnstitutronal reform for EDC has advanced well and results have been positive However, with 
the newly added responsibilities for export related projects, Mahakall administration and secretariat 
for the Power Sector Development Fund, EDC has defined areas of addltion assistance which PEP 
could provide 

B Areas of Assistance 

Exaort-Related Issues and Valuatron of Benefits 

Of paramount rmportance is the necessity for Nepal to complete the valuation of the export related 
projects In terms of taxes, royalties, and added benefits assoc~ated with the larger projects, including 
the value, erther positive or negative on the environment This area relates not only immediately to 
the Mahakali Treaty and the related Pancheshwar Project, but how the process is defined will impact 
a*f*l export related projects This work would involve the more detailed analysis of the particular 
valuation of export related projects as they pertain to the existing mcentives offered by HMG Areas 
for review would include tax exemption levels and durations, value for wheeling or moving power 
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over exrstmg NEA transm~ssron fac~l~t~es, valuat~on of the project In terms of royalt~es, water control, 
rrngat~on and other non-power types of concerns Rev~ews must also be completed on the exrstrng 
laws and regulat~ons to assess any potentral confhcts w~th ex~strng legal and financ~al frameworks, 
~ncludmg pol~c~es and Acts for promotron of such export projects 

Rate Structure Anal-vsrs and Tarrff Desran 

PEP assrstance was prov~ded to the EDC and the Tar~ff F~xat~on Comm~ss~on regardmg the 
mst~tut~onal and organ~zat~onal structure of the newly formed Tanff F~xat~on Commrssron In much 
the same manner as PEP assrsted EDC In the formulatron of ~ t s  rules and regulat~ons, 
recommendat~ons rn the areas of regulatory rules and procedures was prov~ded to the Comm~ss~on 
These recommendat~ons have been adopted and EDC has requested addrt~onal ass~stance from 
PEP In the more detarled aspects of evaluatrng proposed electnc~ty tanff desrgn to prov~de cons~stent 
evaluat~on for those ut~lrtres requestmg changes In tanff rates The trans~tron from convent~onal publrc 
sector financrng to the more rnnovatwe pr~vate sector process w~l l  requlre the Comm~ss~on to 
evaluate rate Increase requests and establ~sh tar~ff levels to assure a farr return to the ut~lrty as well 
as the utrlrt~es' lenders Agam, provrdrng the trarnrng and knowledge to apply such practrces w~ll be 
yet another srgnal to the prrvate developers that Nepal IS progressmg In rts goal towards more 
prwat~zatron In the power sector 

Promotronal Actrvrfv Coordrnator 

The promot~onal actrvrt~es for the export related projects must be expanded to ~nclude the 
preparatron of a more formal and well wntten brochure regardmg the power sector opportun~t~es of 
Nepal In addhon, rt has been suggested that a v~deo be produced h~ghlrghtmg the varrous project 
srtes whrch have the potentral for export related promot~on A comprlat~on of the various rules, 
regulatrons, polrcres and gu~delmes be developed and consolrdated rnto one publrcatron wh~ch can 
also be rncorporated mto the promotronal actwrtres Thrs actw~ty should be under the d~rectron of one 
person to coordrnate the act~vrtres and work wrth the varrous local agencles and officrals to 
accompl~sh th~s 

Power Development Fund S~ecralrst 

As a result of the recommendatron by the World Bank that the EDC become the secretanat for the 
~mplementat~on of the proposed Power Sector Development Fund, EDC has requested the 
assrstance of a short to medrum term consultant on these matters Spec~al~st w~l l  work In conjunct~on 
wrth the Project Team Leader, The World Bank and EDC on the rmplementatron and development 
of the proposed 175 mrllron dollar Power Sector development Fund Spec~al~st wrll be the coordmator 
and advrsor on the development of rules and procedures for use by the fund manager In establ~shrng 
the cntena for on-lendrng of the fund, mvestment polrc~es and strategres and prov~de ongorng advrse 
to the appomted Fund Manager and Asset Manager 

Caprtal Markets/Pro~ect F~nance Specralrst 

Workrng In conjunct~on wrth the Team Leader, the Fmance Spec~al~st would assemble a real~st~c set 
of cntena for one of the selected projects In terms of what could be expect to be seen wrth a typrcal 
project finance scenano Several derrvatrves of type of financ~ng could be demonstrated, dedrcated 
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developer bu~lds s~te for own consumptron, developer bu~lds srte and sells power to both another 
prwate developer as well as the NEA gr~d Examples of guarantee of risk author~ty, fee for gwmg 
sovereign guarantee to power development fund or project financmg Th~s act~v~ty would mclude 
meetmgs w~th project development offic~als In Indra, h~gh level d~scuss~on wrth persons workmg In 
the caprtal markets areas In South Asla Is rt poss~ble to get a cred~t ratmg on a project In lnd~a or 
Nepal? W~ll ~t mfluence the debt ralslng abhty of the project? 

Hvdroaower Enarneer 

Assstance of a spec~al~st In Hydropower Engmeenng 1s needed to ass~st In the development of the 
overall evaluat~on of the vanous project benefits from the multi-purpose desrgn of the larger projects 
A strategy must be development to assess the overall shared benefits of such projects In order to 
value the level of export taxes and to define and quant~fy the r~sklbenefit valuat~on for export 
d~scuss~ons Mult~ple areas of expert~se such as env~ronmental, ~rr~gat~on, power and land use 
contr~bute to th~s strategy development 

Envrronmental Specralrst 

Assessmg and evaluatmg the financ~al ~mpact of the pos~t~ve and negat~ve env~ronmental aspects 
of the larger projects IS a major component of the overall strategy development The Env~ronmental 
Spec~al~st w~ll prov~de mput to the team and coordmate the strategy to assure that all aspects of the 
envronmental ~mpact are assessed and valued for purposes of export d~scuss~ons 

Technrcal Wrrter/RFP Coordinator 

One of the del~verable proposed under th~s extens~on IS the preparat~on of extenswe documents for 
sol~c~t~ng proposals on the larger export related projects These formal requests for proposal's w~ll 
take mto consrderat~on numerous areas of techn~cal des~gn, financmg and descr~pt~ons of project 
crrter~a and evaluat~on, ~ncludmg the development of evaluat~on crrterra A separate person IS 

proposed to coordmate the product~on and complet~on of the techn~cal and t~me consummg tasks 
mvolved wrth producmg such matenals The mput date from the other consultants w~l l  be formulated 
and assembled by the Coordmator as d~rected by the Team Leader and EDC staff 

C Key Outputs from the Proposed Extens~on 

In addhon to the tasks descr~bed In each component ass~gnment, the objectlve w~ll be to have the 
project team assemble reports In the followmg areas 

Development of the overall Pnvat~zat~on Scheme for the Pancheswor Project, mcludmg multl-use 
valuat~on of water resources and development of presentahon for proposals w~th cr~terla for 
financ~al evaluat~on 

Prov~de rnput and recomrnendat~ons In the upcornmg negotrat~ons between EDC and the Snowy 
Mountam Group (SMG) on the West Set1 750 MW project EDC has rece~ved notrce that SMG 
w~shes to begrn formal negot~at~ons late th~s fall or In January regardmg the development of th~s 
project for ded~cated export sale to Ind~a's prwate sector and northern gr~d 
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* Usmg ex~stmg englneermg and technical data, ass~st EDC In the preparatron of formal request 
for proposals for Arun Ill and Upper Karnal~ hydro projects 

Recommendations on the forrnat~on of the Pancheshwar Development Authorrty, ~nclud~ng rules 
and procedures for the operat~on of the Development Dlstnct 

Preparation of the prequal~ficat~ons requests for Request for Proposals on projects selected from 
the Med~um Hydro Screenmg and Rankmg Study 

Ass~st In the preparat~on of the formal requests for proposals for projects selected from the 
screenmg and rankmg process 

12 Summary and Recommendat~ons 

As set forth In the varlous act~v~ty reports, no major problems were encountered In the 
~mplementat~on of the Work Plan techn~cal ass~stance act~v~t~es during the penod ended September 
30,1996 

Mmor conflicts In the schedulmg of the tra~n~ng components have occurred, but there IS suffic~ent 
t~me remalnlng under the current contract penod, through March 31, 1997, to complete the projected 
tra~n~ng act~v~t~es 

Because of the change In focus In the prwate power sector resultmg from the culmmat~on of the 
Mahakah Treaty and the Power Trade Agreement, EDC has requested add~t~onal ass~stance from 
USAlD for certam study areas In addlt~on, the World Bank proposed Power Development Fund has 
resulted In the Bank requestmg ~mmed~ate ass~stance from USAlD to prov~de quahfied persons to 
ass~st HMGIN In the development of Power Development Fund gurdelmes and ~mplementat~on 
regulat~ons These requests are bemg drscussed between Acres and USAIDINepal 
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Th~s report summanzes progress on the actrv~t~es set forth In the Work Plan for the Pnvate Electnc~ty 
Project (PEP), for the penod from October I ,  1996 to September 30, 1997 Thrs report ~dentrfies the 
del~verables of the Work Plan as agreed wrth EDC and USAID In jomt meetmgs and defines the 
progress made toward ach~evmg those defined goals and delwerables The ~dent~fied reports 
completed during this period by the short term consultants have been ~ssued separately to USAlD 
and EDC 

Some of the conclus~ons and recommendat~ons of the consultants have been noted herem Also 
~ncluded IS the ~dent~f~cat~on of the more s~gn~f~cant problems encountered In ach~evmg the 
goals and suggestrons for the mod~frcatron or restructurmg of the act~v~tres ~dent~f~ed In the 
Phase 11 Work Plan objectwes and t~metable 

Based on drscussions and recommendat~ons, act~v~tres noted In Section IX, Areas of Addrt~onal 
Techn~cal Assrstance, have been proposed for mcorporat~on In the Work Plan for Phase II to be 

- 

extended to March 31, 1998 1 

2 Work Plan Actlv~t~es (Phase II) 

Phase II Act~v~tres October 1996 through September 1997, ~ncluded the followrng components 
- 

* Power Development Fund Spec~al~st Act~vrtres 
* Technrcal WnterIRFP Coordmator Act~vlt~es 
* Export Related Issues and Valuat~on of Benefrts Spec~alrst Act~v~t~es 

5 
- Hydropower Engrneer Actrv~tles - Preparat~on of Promot~on Presentatrons by EDC and PEP Chref of Party 

lmplementat~on of Study Tours, Conferences and Tra~nmg Programs 
1 

- Development of add~t~onal areas of technrcal ass~stance 

Each of these actrv~t~es IS drscussed In more detailed below ~dent~fy~ng the dellverables and 
srgn~f~cant frndrngs, and any problems encountered 

I 
Chart A, Summary A c t ~ t y  Schedule, attached to th~s report IS a summary of the actrv~t~es 
undertaken during the reportrig penod from January 1, 1997 through September 30, 1997 In 

I 
addhon, Chart A shows the act~vrtres whrch have been proposed durmg the extensron per~od from 
October 1, 1997 through March 1998 The proposed act~v~tres and est~mated durat~ons presented 
In th~s report are conceptual and based on Section IX, Areas of Add~tronal Technical Ass~stance 
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3 Power Development Fund Spec~alrst - Work Plan Actlv~ty "K" 

A Summary of Activities and Schedules 

11 power-~evelo~ment Fund Specialist 

1 Draft Borrower lmplementat~on Plan (BIP) 
Nepal Power Development Fund 
Recommendatlons and Guldellnes for Fund 
lm~lementat~on 

2 Draft Request for Proposals 
For Fund Adm~n~strator for the Nepal 
Power Development Fund 

Total Level of Effort 

11 Respons~ble Party 

B Results from Activ~ty "K " Part 1 

Level of Effort and 
Status of Activity 

(1 1 Completed draft July 29, 1997 

(2) Issued draft August 29, 1997 

(1 1 Completed draft July 22, 1997 

62 person days, Delrverables 

Consultant developed the draft "Borrower lmplementat~on Plan" whlch w~ l l  serve as the 
procedures manual for the Fund Adm~n~strator, EDC, M~nrstnes and World Bank for the 
adrn~n~stratlon of the Power Development Fund for mvestment in pnvate power projects 

Consultant developed the draft Request for Proposals to sol~c~t proposals from Nepalese 
flnanc~al mst~tutlons to serve as Fund Adm~n~strator for the Nepal Power Development Fund 
Thrs document wrll also serve as the resource document to develop the Terms of Reference 
(Request for Qual~f~cat~ons) for financ~al mstltut~ons seekmg qualificat~on for the subm~ssion of 
proposals 

C Problems Encountered In Activity "K" Part 1 

No problems have been encountered in the preparat~on of the del~verables The draft Borrower 
lmplementat~on Plan was prepared by the consultant In cooperation w~th EDC and MOWR staff and 
Chlef of Party The draft will recelve further revrew by EDC, MOWR and the World Bank, and based 
on these revlews may requlre further updatrng 
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4 Techn~cal Wr~terlRFP Coordmator - Actlvlty "L'" 

A Summary of Ac t~v t t~es  and Schedules 

Acttvrty "L" Part 1 
Techn~cal Wr~terlRFP Coordmator 

f Revrew and Assrstance on Preparatron of 
Request for Qual~ficat~ons for 402 MW Arun- 
Ill Hydroelectr~c Project on BOOT Bas~s 

2 Draft Request for Proposals for 
402 MW Arun-Ill Hydroelectr~c Project on 
Bu~ld, Own, Operate and Transfer (BOOT) 

3 Draff Request for Qualrf~catrons for 
Frve(5) Med~um Hydroelectrrc Project on 
Budd, Own, Operate and Transfer (BOOT) 

4 Draft Request for Oua/~ticatrons for 
Dudh Kosh~ Hydroelectr~c Project on Bu~ld, 

5 Draft Request for Qua/1ftcat3ons for 
Upper Karnah Hydroelectrlc Project on Bu~ld, 
Own, Operate and Transfer (BOOT) Basrs 

Level of Effort (Excludmg travel tlme and 
offlce support) 

Responsible Party 

B Results from Act~vt ty  "L", Part 1 

Level of Effort and 
Status of Act~v~ty 

Draft(fourth) completed March 27, 1997 

Rev~sed draft completed July 21, 1997 

- -- 

Second Draft completed Apr~l 11, 1997 

F~rst Draft completed July 17, 1997 

F~rst Draft completed July 22, 1997 

Second Draft completed July 22, 1997 

94 person days Dellverables 
completed by 
Julv31. 1997 

The Technical Wnter Specralrst completed the following objectwes outlmed in the or~gmal work plan 
and scope of work 

Contacts Engrneerl 
Techn~cal Wnter 

Rev~ew of the format, content and evaluatron cntena for the request for qual~ficat~ons for Arun-Ill, 
as well as ass~stance to EDC In completmg the document for Issuing 

Jim Plummer 

A cres/USAID Pr~va te Electr~c~ty Project 4 



Quarterly Report 
September 30, 1997 

Preparation of a genenc draft document for the Request for Proposals for the development of 
hydroelectnc projects for both domestic and export purposes based on the Arun-Ill Hydroelectrlc 
Project The document was drafted in a generic format in order to 

- Set forth the proposed format and contents of the request for proposal documents for both 
export and domestic projects 

- Provide a starting point for the development of the evaluation process includrng the 
establishment of both price and non-price factors to be used in evaluation and ranking of 
proposals 

- Provide an outline document from which project spec~fic RFP's for both export and domestic 
hydropower projects can be drafted with mrnimum changes 

- Provide a document to promote further review, discussion and comment of scope, contents 
and format for the sol~c~tat~on of competitive proposals from developers 

Preparation of draft Requests for Qualifications for the seven medium hydro projects ident~fied 
In the Medium Hydro Study Project in the followmg documents 
- Request for Qualrfications for Five(5) Medium Hydroelectric Project on Build, Own, Operate 

and Transfer (BOOT) Bass 
- Request for Quahflcatlons for Dudh Koshl Hydroelectrlc Project on Bu~ld, Own, Operate 

and Transfer (BOOT) Basrs 
- Request for Quallfrcatrons for Upper Karnall Hydroelectrlc Project on Bu~ld, Own, Operate 

and Transfer (BOOT) Basis 

C Problems Encountered in Activ~ty 'I", Part 1 

One of the difficulties in drafting the requests for qualifications and requests for proposals for the 
development of hydroelectric generat~on projects by mdependent power producers IS the lack of 
precedence of the use of competrtive proposals While there IS some precedence in the use of the 
competitive process in thermal generation projects, most of the qualification documentatton and 
evaluative criteria needed to be developed specifically to reflect the unique requirements of 
hydroelectnc projects 
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5 Export Related lssuesNaluat~on of 
Benef~ts Spec~alst - Actrv~ty "M" 

A Summary Of A c t ~ v ~ t ~ e s  And Schedules 

Activlty "M" Export Related Issues and 
Valuat~on of Benefits 

Level of Effort and 
Status of Act~v~ty 

1 User's Manual and Model Documentatron 
Nepal Export Of Power Slmulat~on Model 
referred to as "NEPSIM" 

2 The Export of Power from Nepal 
Evaluation of Opportunrtres 

3 Workshop and trarnmg In the use of the 
NEPSIM model for the evaluatron of benefits 

Level of Effort (Excluding travel trme and office 
support) 

B Results from A c t ~ v ~ t y  M 

Manual completed 

Respons~ ble Partr es 

Through the wmb~ned efforts of the Export Valuation Benefits Speclallst and the Hydropower Water 
Resource Engrneer the followmg objectives outhned In the ongmal work plan and scope of work were 
completed 

June 1997 

Report completed 

Workshop - Tramng 

a) 186 person days 

b) 59 person days 

The Nepal Export of Power S~mulat~on Model (NEPSIM) User's Manual and Model 
Documentation was completed and ~ssued In June 1997 

August 1997 

June 1997 

Don Priestman 

Rex Tolman 

a) Export Valuat~on 
Benefits Specialist 
b) HydropowerNVater 
Resource Engmeer 

The NEPSIM model has been custom-developed as a tool for HIS Majesty's Government of 
Nepal as part of the effort to encourage pr~vate sector development of hydropower projects, In 
order to explolt opportunltles for power export Speafically, rt has been deslgned to assst EDC 
t 0 

Don Prresfman 

Rex Tolman 

- Evaluate power export pol~cy alternatives and formulate recommendat~ons 
- Assess and compare developer's proposals 
- Quantrfy the net benefits to Nepal, lncludlng downstream benefits 
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- Assrst In negot~at~ons w~th potentral developers and downstream benefic~ar~es 
- Understand the lmkages between HMGIN pol~cy and power product~on 

The NEPSIM model requires a number of Inputs, from wh~ch ~t calculates the resultmg 
developer profitab~lrty, downstream benefits, and HMGN benefits The mput deta~l varies from 
detaded to general, depending upon avadable rnforrnat~on The model has been des~gned to 
have the flexrbrl~ty to handle a w~de range of project types and mput assumptions, whde at the 
same trme bemg user-fr~endly 

The report on the Export of Power from Nepal Evaluat~on of Opportunrt~es was completed The 
objectives of thls report were 

- To review the current status In Nepal w~th regard to the promot~on of privately-developed 
hydropower projects for export 

- To develop a methodology for valuat~on of export-related hydropower projects 

The first part of the report revrews the market for power exports and the current realrt~es of export 
project financmg followed by an outlme of the somet~mes confl~ctmg Interests of the varlous 
stakeholders, a discuss~on of the varrous power export costs and benefits which must be 
consrdered, and an overvrew of the steps that a prrvate developer must follow prior to project 
approval The first part ends wth a summary of the mam bottlenecks and risks In prwate power 
development for export 

The second part addresses rn more detad some of the key quest~ons facmg HMGN In promotmg 
pr~vate power development for export In response to the need for a methodology to quant~fy 
the d~rect benefits and costs and to reflect the complex inter-relatronsh~ps between the varlous 
part~es, the use of NEPSIM Model, wh~ch has been drscussed above, has been summar~zed 
Th~s part concludes w~th some examples of the ~ns~ghts that the NEPSIM model can provrde, 
followed by a series of recommendatrons 

Thirteen EDC and MOWR staff were tramed rn the use of NEPSIM, and the software, full model 
documentat~on, and appropr~ate computer hardware The NEPSIM Model should prove to be 
an extremely powerful tool to Nepal In the years ahead for 

- Evaluatmg altemat~ve pol~cy ~mpacts and formulatmg pohcy 
- Analyzmg and comparmg developer proposals 
- Negot~atmg with potent~al developers 

C Problems Encountered In Activ~ty "M" 

No problems were encountered In the preparation of the delwerables This actlvlty was effectwely 
carned out by the Export Valuation Speclalist and Hydropower Englneer In cooperation w~th EDC and 
MOWR staff 
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6 Tramng - Promot~on Presentatrons 

A Formal Overwew Presentat~on 

At the request of EDC, PEP staff updated and refined a formal promot~onal presentat~on to illustrate 
the projects ava~lable for development In Nepal Presentat~ons have been glven at conferences and 
seminars held in the region Further refinement of this presentatlon will be completed as a part of 
the ongoing promotional activities associated w~th the PEP 

B StudyIPromot~onal Tour 

A study/promot~onal tour to the Un~ted States w~th the purpose of prov~dmg formal ~nformat~on to 
Bankers, Developers and other Interested part~es, regardmg the Pr~vate Sector Power opportun~t~es 
In Nepal took place from November 17, 1996 to December 6, I996 Part~c~pants In the tour were 

Dr K B Aryal Deputy D G EDC 
Mr B B Thapa Deputy D G EDC 
Mr B B Kark~ Deputy D G EDC 
Mr S N Shukla M~n~ster MOWR 
Mr M P Gh~m~re Under Secretary MOWR 
Mr B M Shakya Jomt Secretary MOWR 

C Training Programs 

Tables were ~ncluded In the March 1996 report summanzed the antlc~pated formal tra~nmg act~v~t~es 
The followmg courses were rmplemented and the l~sted partlc~pants attended 

(0 Power Generatron 96 - Conference 
Mr B B Kark~ - Deputy D G - EDC Delh~ Sept 17 - 19,1996 
Mr B B Kark~ - Deputy D G - EDC Smgapore Sept 7 - 13, 1997 
Mr B B Karkl - Deputy D G - EDC Delh~ Nov 3 -  7, 1997 

(10 Finance & Economic - Trarning 

(Apnl25 - May 24, 1997) 
Mr S B Malla Sr DIV Eng EDC 
Mr A Acharya Sr DIV Eng EDC 
Mr J K Mackey Sr DIV Eng MOWR 

[May 16 - June 15, 19971 
Mr D N Manandhar Sr DIV Eng EDC 
Mr S L Shrestha Sr DIV Eng EDC 
Mr R K Kshatr~ Under Secretary MOWR 
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(11) Regronal Conference - Delhr Oct 23 - 31, 1996 

Mr S B Malla Sr DIV Eng EDC 

(rv) Contract Law and Negotratron - Trarnrng Aug 30 - Sept 16,1997 

Mr T N Adhrkarr Legal Officer EDC 
Mr B Karkr Sectron Officer EDC 

(v) Basrc Management Program - Trarnrng Sept 1 - 26, 1997 

Mr L R Shrestha Chref Accountmg Officer EDC 
Mr M B Gewall Under Secretary EDC 

Partrcrpants for the rnternatronal and regronal trarnlng completed language qualrficat~on testlng 
Necessary matenals and assrstance for thrs actlvlty was coordrnated through the AID Trarnrng office 
and superwsed by the PEP Office Admlnrstrator 

7 Areas Of Addrt~onal Technrcal Assrstance 

A Current Situation 

The success of PEP In ~mplementatron of the goals and objectives can be demonstrated In the 
progress achreved to date In the areas of the Power Development Fund ~mplementat~on, preparatron 
of documents for competrtrve selectron of project developers and the NEPSIM Model for the 
evaluatron of total benefits 

B Areas of Assistance 

The areas of contrnued assrstance needed to marntarn momentum and meet the need to support the 
efforts of EDC to promote pnvatlzatron of power development In Nepal are set forth below by 
rdentrfyrng the Technrcal Specralrst requrred and the antrcrpated scope of work 

Power Develoement Fund Seecralrsf 

The World Bank and EDC have progressed srgnlficantly on the terms and condrtlons of an 
Administratron Agreement for the ~mplementatron and development of the proposed 175 mrllion dollar 
Power Development Fund The implementation of thrs fund IS of major rmportance In the overall plan 
to stimulate the Investment by the private sector In the development of hydropower In Nepal The 
Specrallst needs to continue to assrst In the preparation of the Letter of lnwtation and the assocrated 
Terms of Reference (Request for Qual~ficatrons) to solicit responses from financial ~nst~tutions 
Interested In berng qual~fied to submlt proposals for Admrnrstrator of the fund In addition, the 
Spec~alist will be needed to complete the Request for Proposals as well 
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as revise the Borrow lmplementat~on Plan based on further revlews and Inputs by EDC, MOWR and 
the World Bank 

Technrcal Wrlter/RFP Coord~nator 

The complet~on of the draft document(s) for the request for qualrficatron for developers Interested 
in subm~tt~ng competitive proposals for the development of hydroelectr~c projects IS considered of 
paramount importance Moreover, th~s process needs to wntlnue In parallel w~th the implementation 
of the Power Development Fund wh~ch is a source of fundmg to made ava~lable to developers The 
Technical Specialist will be needed to prepare redrafts of the documents ~ncluding the evaluatron 
cntena as well as techn~cal descnptions of potent~al projects for review w~th both EDC and the World 
Bank The Techn~cal Spec~al~st WIN also be needed to drafi a correspond~ng request for proposals 
for any of the med~um hydro projects selected for development based on the system plannmg stud~es 
bemg undertaken by NEA Th~s document w~ll be structured from the generic document prepared 
to date and the Inputs from the other consultants, EDC and the World Bank 

Exroort Related lssues And Valuation Of Benefits 

Of major ~mportance IS the necess~ty for PEP to continue the development and appl~catron of the 
NEPSIM Model for the evaluat~on of total benefits for the export related projects in part~cular The 
lssues of taxes, royalt~es and other Infrastructure benefits associated w~th projects, includmg the 
Increase or decrease In value resultmg from environment Impacts needs further refinement and 
mcorporat~on In the model The Technical Spec~alist along with the Hydropower Engmeer are 
needed to refine the model for greater flex~b~l~ty In the financral calculat~ons 

- 

Hvdro~ower Enurneer - 

Assrstance of a spec~al~st in Hydropower and Water Resource Engmeerrng IS needed to ass~st In the - 

contmued development of the overall evaluat~on of the various project benefits from the 
multl-purpose des~gn of the larger projects Mult~ple areas of expert~se such as envlronmental, 
~rr~gat~on, power and land use contr~bute to th~s strategy development I 
Environmental Specralrst 

The Envrronmental Spec~al~st needs to support several needs F~rstly he will work w~th the 
Stakeholder Analyst In the development of a gurdehnes manual for conducting analysis of Issues 
ra~sed by stakeholders, and wrll assrst In the preparat~on of a stakeholder lssues report that w~ll 
revlew prevrously-ra~sed usues, and wdl recommend EDC procedures for publrc drsclosure of future 
stakeholder and environmental lssues Secondly, since the assessment pos~t~ve and negat~ve 

i 
envrronmental Impacts for the larger projects IS a major component of the overall strategy 
development, the Envlronmental Spec~alrst IS needed to provide input to the work of the Export Value 
Specral~st assure that Impacts are assessed and valued for purposes of export discuss~ons Fmally, 
the Envlronmental Spec~al~st wdl also revlew ex~strng guidelmes for ~nteragency consultatrons and 

I 
~nteract~ons dur~ng lrcensmg of hydroelectr~c projects In Nepal, and will prov~de recommendat~ons 
on mstrtutronal rmprovements that could be made to Improve this Interagency consultation process I 
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Stakeholder Analvst 

One of the marn components of the PEP is to ass~st EDC to develop the capac~ty to both promote 
pnvatrzat~on and deal with publ~c relat~ons from a wide range of stakeholders, both governmental and 
non-governmental It IS antrc~pated that EDC w~ll have to respond to an Increasing number requests 
from NGOs regardmg envronmental aspects of the hydropower projects under hcence or to be 
l~cenced As th~s hcencmg process IS lncreaslng ~t IS ~mportance that the work of the Stakeholder 
Analyst progresses In parallel The Stakeholder Analyst would be a local consultant and would work 
closely w~th the Env~ronmental Spec~al~st 

C Key Outputs from the Proposed Extens~on 

Based on the tasks descnbed In the assignments for techn~cal spec~al~sts, the overall objectwes of 
the project team w~ll be to prov~de assistance and to ach~eve the followmg 

Agreement of EDC, MOWR and the World Bank on the Terms of Reference, and the 
subsequent solrcrtat~on of mterested financ~al mstitut~ons In subm~ttmg proposals to adm~n~ster 
the Power Development Fund 

Complet~on and lssulng a Request for Qual~ficat~ons for the development of projects ~dentified 
In the Med~um Hydro Study Project 

Refinement and further development of the NEPSIM Model for the evaluat~on of total project 
benefits to prov~de more flex~b~l~ty In financ~al calculat~ons 

Rev~ew of ex~stmg gu~delmes for mteragency consultatrons and mteract~ons durmg licensmg of 
hydroelectr~c projects and recommendations on strengthenmg of the process 

Develop the gu~delmes for EDC to conduct stakeholder analys~s and procedures for EDC 
regardrng pubhc d~sclosure of envronmental and stakeholder Issues 

Summary and Recommendat~ons 

As set forth In the vanous act~v~ty reports, the goals and del~verables In the Work Plan for techn~cal 
assstance act~v~t~es for the per~od endmg September 30, 1997 were met 

The World Bank's proposed Power Development Fund has resulted In the preparat~on of processes 
and documentatron that should be contmued In order to ~mplement the Fund and establ~sh the Fund 
Adm~nistrator At the same t~me the drafting of documents for a compet~trve sol~c~tat~on process for 
project developments as well as the start of th~s process needs to be supported In addhon, the 
related refinement of the tools for the evaluat~on of total benefits needs to continue in order to be 
ready to evaluate both compet~t~ve and sole sourced proposals for the development of hydroelectric 
projects In Nepal All facets of the development must be kept In balance w~th the evaluat~on of 
env~ronrnental Impacts as well as the need to deal w~th stakeholder Issues 
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1 Introduction 

This report summarizes progress for the activities set forth in the Work Plan for the Private Electrrcrty 
Project (PEP), for the penod from October I, 1997 to December 31, 1997 This report identifies the 
deliverables in the Work Plan and drscusses the progress made toward achieving those goals Draft 
reports completed during thrs penod by specialists have been issued separately to EDC 

The results of work carried out by the specialists have been noted under each activity In addition, 
significant problems encountered in ach~eving the goals have been discussed as well as the 
modificatrons or restructuring of the activities Identified in the Phase I! Work Plan to reflect the 
changed level of effort in some of the key activities Chart A, Summary Activity Schedule reflects 
a revised Work Plan (Revision 4) for the extension peflod 

Based on discussions and recommendations, Section IX, Areas of Technical Assrstance Included 
in Extension, outlines activrtres which have been incorporated in the revrsed Work Plan for Phase 
II whrch has been extended to March 31, 1998 

2 Work Plan Actlv~tles (Phase II) 

Phase II Actrvrties October 1997 through December 1997, included the followrng components 

Power Development Fund Specrairst Actrvrties 
Technical WrrterIRFP Coordinator Activitres 

* Export Related Issues and Valuation of Benefits Specialist Activities 

Each of these activitres IS discussed in more detailed below identifying the deliverables and 
significant findings, and any problems encountered 

Chart A, Summary Actrv~ty Schedule, attached to this report IS a summary of the activities 
undertaken dunng the reporting period from October I ,  1997 through December 31, 1997 Chart A 
also shows the proposed activities for the perrod January I ,  1998 through March 31, 1998 
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3 Power Development Fund Spec~alrst - 
Work Plan Act~vlty "K" 

A Summary of A c t ~ v ~ t ~ e s  and Schedules 

Act~v~ty " K  
Power Development Fund Spec~al~st 

1 Draft Borrower lmplementat~on Plan 
(BIP) 
Nepal Power Development Fund 
Recommendat~ons and Guldellnes for 
Fund lmplementatlon 

2 Draft Request for Proposals 
For Fund Admlnlstrator for the Nepal 

3 Draft Letter of lnvrtatron (LOO 
For Fund Adm~n~strator 

4 Draft Terms of Reference (TOR) 
Or Request for Quallficat~ons For Fund 
Admmstrator 

- 

Level of Effort and 
Status of Act~vrty 

I 
- Completed draft I July 291 997 
- Issued draft I August 29,1997 

- Completed Draft I December 30,1997 

- Rev~ewed - recelved 
comments from EDC, 
MOWR, World Bank 

- Completed draft 

- Completed Draft December 26, 1997 
Further revrew by MO WR, 
EDC, World Bank to 
finalrze 

BIP to be revrsed by 
Specralrst, February - 
March perrod 

July 22, 1997 

18 person days* I Delrverables completed 
I 

* Estimated level of effort by Randy Lmtz, Dan Ruw and Chlef of Party durlng th~s per~od 

B Results from Act~vrty "K " 

Flnancmg Speclalrsts 

EDC, MOWR and the World Bank have provlded comments on the draft "Borrower 
lmplementatron Plan" wh~ch wdl serve as the procedures manual for the adm~n~stratron of the 
Power Development Fund for mvestment In pr~vate power projects The draft wrll be rev~sed to 
incorporate these comments along w~th any others that result from further revlews and the 
"harmon~zmg" of the document wlth the Admmstrat~on Agreement 

Randy Lmtz 
Dan Ru~u 

No further work was done on drat? Request for Proposals to sollclt proposals from Nepalese 
flnanclal lnstrtutrons to serve as Fund Admlnlstrator for the Nepal Power Development Fund, 
pendlng approval of the TOR 

The Spec~al~sts drafted the Letter of lnv~tat~on (LOI) for advertrsmg the sollc~tatlon of 
quallf~catlons and proposals Thls draft was revlewed by EDC, MOWR and the World Bank 
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Comments were mcorporated and the document was accepted pendmg final approval by 
MOWR 

* The Specrahsts also drafted the Terms of Reference (TOR) (Request for Qualrficat~ons) for the 
Fund Adminrstrator Th~s draft was also reviewed by EDC MOWR and the World Bank along 
with the LO1 Comments were mcorporated and the revised document was resubm~tted for 
further study and approval by EDC, MOWR and the World Bank 

C Problems Encountered In Activ~ty "K" 

Owmg to the number of Issues that have needed to be resolved, the preparation of the final drafts 
for the LO1 and TOR have extended beyond the target date of December 31, 1997 T h ~ s  has 
Increased the level of effort for t h ~ s  act~v~ty as well as affecting the select~on process for the Fund 
Adm~n~strator and the implernentatron of the fund 

The draft TOR will recelve further review by EDC, MOWR and the World Bank, and based on these 
revlews may require further revrsrons before issulng Th~s  process has been supported by the 
Frnanc~al Spec~al~st, Ch~ef of Party and Project Manager 

4 Techn~cal WnterlRFP Coord~nator - Actlvlty "L" 

A Summary of Actlvtt~es and Schedules 

Act~v~ty "L" 
Techn~cal Wr~terlRFP Coordrnator 

Level of Effort and 
Status of Act~vlty 

1 Review and Assrstance on 
Preparation of 
Request for Qual~ficatrons for 402 MW 
Arun-Ill Hydroelectr~c Project on 
BOOT Basis 

March 27, 1997 

July 21,1997 

October 1997 

Draft Completed 

Revised Draft 

EDC have rssued the revrsed 
draff to solrc~t qualrficaf~ons for 
A run 

2 Draft Request for Proposals for 
402 MW Arun-Ill Hydroelectr~c Project 
on Bu~ld, Own, Operate and Transfer 
(BOOT) Baas 

Second Draft completed 

3 Draft Request for Qualrficatrons for 
Flve(5) Medlum Hydroelectr~c Project 
on Bu~ld, Own, Operate and Transfer 
(BOOT) Basls 

July 22, 1997 4 Draft Request for Qualrficatrons for 
Dudh Kosh~ Hydroelectric Project 
on Bu~ld, Own, Operate and Transfer 
(BOOT) Bas~s I I 

F~rst Draft completed 

F~rst Draft completed 
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5 Draft Request for Qualrfrcafrons for 
1 Upper Karnah Hydroelectr~c Project 

on Bu~ld, Own, Operate and Transfer 
(BOOT) Baas 

6 Draft Request for Qualrficatrons for 
Seven (7) Medlurn Hydroelectr~c 
Project on Build, Own, Operate and 
Transfer (BOOT) Basis 

Level of Effort 

Actlvlty "L" 
Technical WrlterlRFP Coordinator 

Second Draft completed 

Level of Effort and 
Status of Act1 

Thrrd Draft completed and 
submMed for review by EDC 

30 person days 

II Responsible Party Contracts Engineer/Technrcal 
Writer 

lvlty 

July 22, 1997 

December 19,1997 

Del~verable 
completed by 
December 19, 1997 

Jlrn Plummer 

B Results from Actrv~ty "L" 

The Technical Wnter Specialist completed the followmg 0bjecttVeS outlined In the or~gmal work plan 
and scope of work 

Meetmgs w~th the World Bank rn Washington and EDC in Kathmandu to discuss major Issues 
related to the preparat~on of a redraft for the Request for Qualificat~ons 

Preparat~on of a redrafted Request for Qual~ficat~ons to lnclude all seven (7) medium hydro 
projects ~dent~fied In the Med~um Hydro Study Project In the following document 

- Request for Qualrf~cations for Seven (7) Med~um Hydroelectr~c Project on Bu~ld, Own, 
Operate and Transfer (BOOT) Bass related to the Spec~alist's scope of work, EDC Issued 
the Request for Qual~fications for the 402 MW Arun-Ill Hydroelectr~c Project on BOOT basis 
using the document completed durmg the previous report per~od 

C Problems Encountered In Act~vlty "L" 

Three separate requests for qual~ficat~ons had been prepared for the seven projects ~dentified In the 
Med~um Hydro Project Study Followng review of these documents w~th EDC and the World Bank, 
it was dec~ded to redraft the Request for Qual~ficat~on to ~nclude all seven projects In one document 
smce the select~on of projects for development could not be made untd the system study bemg 
undertaken by NEA IS ava~lable In March 1998 In addhon, the method of selection cr~terla had to 
be resolved between a passJfa11 or pomt system Moreover, the Bank requested that the redraft 
~nclude all the preparat~on of all the forms needed to be completed by Applicants for prequalificat~on 
Whde the target for delivery of the draft Request for Qual~fications was completed in advance of the 
Work Plan target date of December 31, 1997, the added level of effort for th~s  task and the further 
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reviews to be undertaken by EDC and the World Bank w~ l l  extend thrs act~vrty rnto the first quarter 

5 Export Related lssuesNaluat~on of 
Benef~ts Spec~al~st - Actlvrty "M" 

A Summary Of Act lv~t~es And Schedules 

Actlv~ty "M" Export Related Issues and 
Valuat~on of Benefrts 

lr User's Manual and Model Docurnentatron 
Nepal Export Of Power Slmulat~on Model 
referred to as "NEPSIM" 

2 The Export of Power from Nepal Evaluatron of 
Opportunrtres 

3 Workshop and trarnrng In the use of the NEPSIM 
model for the evaluatron of benefits 

4 Revrew and rdentrficat~on of refinements for the 
NEPSIM Model 

Level of Effort 

Level of Ei 
Status of 

Manual completed 

Report completed 

Workshop - Tramrng 

Outlrne Prepared 

12 person days 

ort and 
\ct1vrty 

June 1997 

August 1997 

June 1997 

December 1997 

Don Priestman 

Don Pnestman 
Dan Ruru 

Responsrble Part~es 

B Results from Actwty  M 

Export Valuatron 
Benefits Specralrst 

The Export Valuat~on Benef~ts Spec~al~st focussed efforts durmg th~s perrod In the followmg 
objectrves outlmed In the orrgrnal work plan and scope of work were completed - 
* Response to any quest~ons or need for clar~ficat~ons related to the use of the Nepal Export of - 

Power Srmulat~on Model (NEPSIM) and User's Manual lncludmg the supportrng Model 
Documentatron wh~ch had been completed and rssued In June 1997 v 

* Revrew and ldent~ficatron w~th Chref of Party and Project Manager of possrble refinements whrch 
could be made to the NEPSIM Model to Increase rts flexrb~lrty of frnanc~al analysrs and to lnclude 
rrsk analys~s 

C Problems Encountered In Actlv~ty "M" 

No problems were encountered In the preparat~on of the delrverables Th~s actwlty was effectrvely 
supported by the Export Valuatron Specralrsts 

I 
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A Formal Overv~ew Presentat~on 

No new formal promotional presentation mater~als were prepared dunng this penod 

B StudylPromot~onal Tour 

Only one study/promotional tours was supported during th~s period for the following partrcrpant to 
attend the Regional Conference for Power Generat~on 98 In Delh~ November 4-7, 1997 

Mr B B Karki Deputy D G EDC 

7 Areas Of Techn~cal Assistance Included in Extension 

A Current S~tuat~on 

Owmg to the unfortunate sudden loss of the Chief of Party at the end of the previous reportmg 
penod, the Consultant needed to make immediate revlslons to the Work Plan and to re-deploy staff 
while contlnumg to support the key on-going activ~t~es The achievement of the goals and objectives 
was demonstrated In the progress achieved to date in the areas of the Power Development Fund 
rmplementation, and the preparation of Request for Qualifications for developers based on a 
competitrve selection process 

B Areas of Ass~stance 

As noted above, the Work Plan had was revrsed and approved in late October The following 
subsect~on discusses the planned actlv~ties for th~s extension In light of the Scope of Serv~ces and 
Key Results 

Power Development Fund Specralrst 

The Spec~al~st plans to continue to assist In the preparation of the Letter of lnv~tatron and the 
associated Terms of Reference (Request for Qualrficat~ons) to solic~t responses from financral 
institutrons interested in bemg qualified to submrt proposals for Administrator of the fund In addition, 
the Spec~al~st plans to complete the Request for Proposals as well as revise the Borrow 
Implementation Plan based on further reviews and inputs by EDC, MOWR and the World Bank 

Technical Wrrter/RFP Coordrnator 

The Techn~cal Spec~al~st plans to prepare redrafts of the Request for Qual~ficat~ons including the 
evaluation cntena as well as technical descriptions of potential projects for review w~th  both EDC and 
the World Bank The Technical Spec~al~st plans to draft a correspondmg request for proposals to 
be used for medurn hydro projects selected for development based on the system plannmg studies 
currently berng undertaken by NEA Th~s document wrll inrt~ally be drafted In a genenc format w~th 
rnputs from the other specralrsts, EDC and the World Bank The preparation of Requests for 
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Proposals for specrfic pmjects w~l l  be prepared followmg the acceptance of thrs generrc document 
and the ~dent~ficat~on of projects In the NEA System Plannmg Stud~es 

E x ~ o r t  Related lssues and Valuatron Benefits Saecialrst 

The Spec~al~st plans to contmue the development and appllcat~on of the NEPSIM Model for the 
evaluat~on of total benefits The lssues of taxes, royalt~es and other rnfrastructure benefits 
assoc~ated wrth projects, rncludrng the Increase or decrease In value resultmg from env~ronment 
impacts wrll need further refmement in the model The Technrcal Spec~al~st along w~th the 
Hydropower Ut~l~zat~on Spec~al~st plan to refine the model for greater flexrb~llty In the financral 
caiculat~ons and to cons~der the add~t~on of a rrsk module 

Hvdro~ower Utilrzatron Specralrst 

The Hydropower Ut~lrzat~on Spec~al~st plans to ass~st the Export Related lssues and Valuat~on 
Benefits Specralrst In the contmued development of the NEPSIM Model for the evaluatron of the total 
project benef~ts for the large multi-purpose projects The Speaalrst's expert~se In mult~ple areas 
such as env~ronmental, ~rrrgatron, power and land use w~ l l  be needed to contribute to th~s strategy 
for further development and refinement of the NEPSIM Model and support~ng documentat~on 

Envrronmental Specralrst 

The Env~ronmental Spec~al~st plans to support several needs F~rstly he plans to work w~th the 
Stakeholder Analyst In the development of a gu~del~nes manual for conductrng analys~s of lssues 
ra~sed by stakeholders, and to ass~st In the preparat~on of a stakeholder lssues report that wdl revrew 
prev~ously-ra~sed lssues and recommend EDC procedures for publ~c drsclosure of future stakeholder 
and env~ronmental lssues Secondly, since the assessment pos~trve and negat~ve env~ronmental 
Impacts for the larger projects IS a major component of the overall strategy development, the 
Env~ronmental Spec~al~st IS needed to prov~de Input to the work of the Export Value Spec~al~st assure 
that Impacts are assessed and valued for purposes of export d~scuss~ons Fmally, the Env~ronmental 
Spec~al~st also plans to revlew ex~stmg gu~delmes for Interagency consultat~ons and mteract~ons 
dunng l~cens~ng of hydroelectrrc projects In Nepal, and to prov~de recommendat~ons on mst~tut~onal 
~mprovements that could be made to Improve th~s mteragency consultat~on process 

Stakeholder Analvst 

The Specrallst plans to ass~st EDC to develop the capac~ty to deal w~th pubhc relat~ons from a wide 
range of stakeholders, both governmental and non-governmental It IS ant~crpated that EDC wrll have 
to respond to an lncreasrng number requests from NGOs regardmg env~ronmental aspects of the 

I 
hydropower projects under l~cence or to be hcenced As the lcencmg process IS Increasing, rt IS 

~mportance that the work of the Stakeholder Analyst progresses In parallel The Stakeholder Analyst 
w~l l  work closely w~th the Env~ronmental Spec~al~st I 
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C Key Outputs from the Proposed Extens~on 

Based on the tasks described In the ass~gnments for techn~cal spec~al~sts, the overall objectives of 
the project team w~l l  be to prov~de ass~stance and to ach~eve the followmg 

Agreement of EDC, MOWR and the World Bank on the Terms of Reference, and the 
subsequent sol~cltatlon of mterested financral lnst~tut~ons In submrttmg proposals to adm~n~ster 
the Power Development Fund 

Complet~on and Issuing a Request for Quallficat~ons for the development of projects ~dentlfied 
In the Med~um Hydro Study Project 

Refinement and further development of the NEPSIM Model for the evaluation of total project 
benefits to provlde more flexlbll~ty In financ~al calculat~ons 

Rev~ew of exstlng guldehnes for mteragency consultat~ons and mteractrons dunng l~censmg of 
hydroelectr~c projects and recommendations on strengthenmg of the process 

Development of guldelmes for EDC to conduct stakeholder analys~s and procedures for EDC 
regardmg publlc d~sclosure of env~ronmental and stakeholder Issues 

Summary and Recommendat~ons 

As set forth In th~s report, the goals and del~verables In the rev~sed Work Plan for techn~cal 
ass~stance act~v~tles for the per~od endmg December 31, 1997 were met, namely 

The draftmg of an LO1 and TOR to sol~c~t rnterested financ~al lnst~tutrons to admrnlster the World 
Bank's proposed Power Development Fund 

The draftmg of Request for Qual~ficatlon documents for a compet~t~ve sol~c~tat~on process for 
project developments 

From the rev~sed work plan, the level of effort to support EDC w~l l  Increase slgn~ficantly through the 
f~rst quarter of 1998 as efforts Increase In all actlv~t~es Wlth th~s ~ncreased level of actlvrty, rt 1s 
~mportant to plan for cont~nu~ty of support through the followrng per~od 
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Quarterly Act~v~ty Report 
January - March, 1998 

The Acres report to USAID, dated Dec 31, 1997, summarized the results obtained by the Prlvate 
Electrlclty Project (PEP) personnel, over the per~od from October 1, 1997 to December 31, 1997 
Th~s report ~dent~fies the progress made toward ach~evmg the project goals In the first quarter 
(January 1 to March 31) of 1998 

2. Work Plan Actwities (Phase I!) 

Phase II Actwlt~es January 1998 through March 1998, included the followmg components 

* Power Development Fund Spec~al~st Act~v~t~es 
* Technical Wr~terlRFP Coordmator Act~v~t~es 

Export Related Issues and Valuat~on of Benefits Spec~al~st Act~vlt~es 
* Hydropower Ut~l~zat~on Speclalist Actlv~t~es 

Env~ronmental Spec~al~st Act~v~t~es 
* Stakeholder Analyst Actlvrt~es 

Each of these act~v~tles IS discussed In more detad below ~dent~fymg the status of del~verables, 
act~v~ty particulars, and problems encountered 

3 Power Development Fund Spec~al~st - 
Work Plan Act~vrty "K" 

1 Prepare Draft Borrower 
lmplementat~on Plan (BIP) 
for the Nepal Power Development 
Fund and Issue Recommendat~ons 
and Gu~dellnes for Fund 
lmplementat~on 

2 Prepare Letfer of Invltatlon (LO9 
sollc~t~ng expression of mterest from 
local financ~al lnst~tutlons whlch are 
Interested In bemg short l~sted to b~d  
on the PDF Admlnlstrator contract 

Status 

The Borrower lmplementat~on 
Plan, rncludmg Recommenda- 
tlons and Gu~dellnes for Fund 
Implementat~on, was 
completed 
Revlew by EDC and MOWR 
may be requlred No 
comments were rece~ved ln 
Apr111998 

Completed EDC to seek 
MO WR perrnrssron to advert~se 

Complet~on date 
was March 31,1998 

Complet~on date 
was March 1,1998 
Rewewed and 
accepted by EDC 
and the World Bank 
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3 Prepare Terms of Reference (TOR) 
and lnstructlons for Bidders for the 
Short Llstrng of Qual~fied Local 
Flnancral lnst~tut~ons for PDF 
Administrator, the document will be 
ava~lable to all Interested b~dders 

4 Prepare Request for Proposals 
(RFP) 
The RFP wlll be sent to the short 
l~sted local financlal lnstltutlons 
wh~ch are seekmg to be awarded a 
contract to serve as PDF Fund 
Admmstrator for the Nepal Power 
Development Fund 

Status 

Final TOR document was 
completed 
EDC to seek MO WR approval 
to distribute 

The Th~rd Draft was completed 
Review by EDC and MO WR 
required for finalizafion No 
comments were received on 
the Third Draft in March/April 
1998 

Completron date 
was March 1, 1998 
Reviewed and 
accepted by EDC 
and the World Bank 

Complet~on date 
was March 9, 1998 

Comments on A c t ~ v ~ t y  " K  

EDC, MOWR and the World Bank have provlded comments on the draft "Borrower 
lmplementatron Plan" whch w~l l  serve as the procedures manual for the adm~n~stratlon of the 
Power Development Fund (PDF) for Investment In pnvate power projects The draft was rev~sed 
to mcorporate these comments along wlfiothers that resulted from subsequent reviews and 
from the "harrnon~z~ng" of the document w~th the PDF Adm~nistrat~on Agreement The final 
document was sent to USAlD and EDC, glvlng a chance to EDC to request last minute changes, 
~f any None was received so far 

The thlrd draft Request for Proposals, that sollc~ts proposals from Nepalese financlal lnst~tut~ons 
which are Interested to serve as Fund Admin~strator for the Nepal Power Development Fund, 
was prepared and dlstrlbuted to EDC and USAlD 

The speclalist generated several drafts of the Letter of lnvltat~on (LOI) for advertismg the 
sol~c~tat~on of qual~ficat~ons and proposals These drafts were rev~ewed by EDC, MOWR and the 
World Bank Comments were mcorporated and the document was accepted by EDC and the 
World Bank By early March 1998, EDC asked MOWR to approve the publ~cat~on of the letter 
In the local and mternatlonal press Untd now (May 1998), MOWR d ~ d  not answer 

The speclal~st also completed the fmal verslon of the TOR for the PDF Adm~nrstrator Nlne 
successlve drafts, along w~th the LOI, were prepared by the spec~al~st and revrewed by EDC, 
MOWR and the World Bank Th~s rather unusually hrgh number of drafts was required mamly 
to reconc~le the successlve differences of oplnlons between the World Bank and the MOWR 
personnel The latest comments were mcorporated on February 27, 1998 and the rev~sed 
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document was presented by EDC to MOWR for approval to dlstrlbute MOWR drd not return the 
document or any comments on rt 

* The consultant also revrewed, followmg a request from EDC, the posslble condltlons for 
negotlatlons of PDF Issues and prepared comments on the World Bank letter on thls subject 
The comments were handed over to EDC/MOWR and were lncorporated by the Nepal1 officrals 
In the draft answer to the Bank A list of Issues was prepared related to the PDF Admln~stratlon 
Agreement and was submltted to EDC for d~scuss~on 

Problems Encountered In Activ~ty " K  

Owmg to the number of problems that needed to be solved, the preparatlon of the fmal drafts 
for the LO1 and TOR extended beyond the lnltlal target date of December 31, 1997 Thls has 
Increased the level of effort for thls actrvlty as well as has affected the selection process for the 
PDF Admlnrstrator and the rmplementatlon of the fund The absence of a declsron from HMGIN 
on whether to proceed or not wlth the PDF has slowed down the process considerably 

4 Techn~cal Wr~terlRFP Coordmator - Actrv~ty "L" 

Actlv~ty I Status 

Preparatron and Revlew of the 
Request for Qual~frcat~ons (RFQ) for 
Developers 

Draft #4 completed and submltted 
to EDC 
Draft #5 completed and submltted 
to EDC and USAlD 
Work on Draft #6 90% completed 

January 22,1998 

February 23,1998 

Expected completion 
date Aprrl 8, 1998 

Comments on Act~v~ty "L" 

The Technical Wrlter Speclalrst (TWS) completed the following objectives outllned In the orlgmal 
work plan and scope of work 

* Meetlngs with EDC rn Kathmandu to drscuss major lssues related to the preparatlon of the forth 
and flfth drafts for the Request for Quallficatlons 

Preparatron of a redrafted Request for Quallficatlons to Include the revlsed load forecast for the 
electrlc power system of Nepal 

Also, the TWS started the work for lncludlng In Draft #6 the revlsed technical characterist~cs and 
drawmgs for the seven medrum hydro projects deslgned by the Medlum Hydroelectric Study Project 
(MHSP) team 

AcresAJSAID Pnvate Electnc~ty Project 4 



Quarterly Act~vrty Report 
January - March, 1998 

Problems Encountered In A c t ~ v ~ t y  "L" 

The World Bank's request, that the rev~sed RFQ draft ~nclude the preparat~on of all the forms 
needed to be completed by the appl~cants for prequal~ficat~on, caused a cons~derable Increase 
in the amount of work required for the completron of th~s  task 

Add~tronal work will be made necessary by the expected release of the mod~fied, draft Long Term 
Generation Development Plan of Nepal 

Whde the dellvery of the init~al draft Request for Qualificat~ons was completed In advance of the 
Work Plan target date of December 31, 1997, the add~t~onal efforts that will be requrred to 
complete this task due to further reviews to be undertaken by EDC and the World Bank will 
extend th~s activity beyond the first quarter of 1998 

5 Export Related lssuesNaluat~on of Benef~ts Spec~al~st - 
Actlv~ty "M" and Water Resources Coordmat~on 
Spec~al~st - Actlv~ty "N" 

Activlty Status 

1 Adlust the Debt Servrce Calculatron 
Methodology and Allow for Chorce of 
Calculatron Method m NEPSIM 

2 Modrfy NEPSIM and Make Specrfic 
Allowance For Frnance Commrtment 
Feeq 

Comments on A c t ~ v ~ t ~ e s  "M" and "N" 

3 Refine Method of Calculation of 
Assets Deprecratron and Resultrng 
Taxatron 

4 Modify User Manual to Include 
addrtronal lnstructrons for Changes 
rn the Model 

The ~nitial activitres Included the analysrs of the different degrees of feasib~lity/potentiaI 
usefulness of the program alterations proposed by the ~n~t ia l  team of program developers and 
the ass~gnment of prror~t~es to each proposed alteration 

Work completed and subm~tted 
to EDC and USAID 

Work completed and subm~tted 
to EDC and USAlD 

An rnforrnal survey of the present EDC and MOWR users was carrred out wrth the actrve 
support and partrc~patron of the EDC project manager The survey was organized to rdent~fy 
other necessary program alterations, if any No requests for changes were received from the 
users as a result of this survey 

Completion date 
was March 28,1998 

Complet~on date 
was March 28, 1998 

Work completed and subm~tted 
to EDC and USAlD 

Work completed and results 
subm~tted to EDC and USAlD 
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* lnvestlgatrons were rnrtlated to find posslble ways of cooperatmg wlth MOWR and WECS 
personnel for the rdentlficatlon and systematrc class~ficatlon of exlstrng data on downstream 
benefits In Nepal and lndla 

* A revlew was carried out and mformat~on was gathered on the methods utllrzed for the 
quantlficatlon of downstream benefits of hydroelectric developments 

* The ExpoNValuat~on of Benefits Spec~allst functlon was carrled out by the Chlef of Party In 
the second half of the first quarter of 1998, a considerable amount of h ~ s  time had to be used 
for the plannlng and justlficatlon of the actlvltles and budget estmatron associated wlth the Aprll 
- June 1998 contract extension 

Problems Encountered In Actlwttes "M" and "N" 

During the first quarter of 1998, the Export Valuation Specralrst who IS also the project Chlef Of 
Party (COP), had to devote a srgnrficant part of h ~ s  avarlable work tlme to the overall 
coordrnat~on of in-progress project actlvltles, reportlng and plannlng of future actrvltres 

The Water Resources Coordmatron Speclallst arnved In Kathmandu, as scheduled, on February 
20, 1998 However, In the relatrvely short t~me perrod remalnlng after h ~ s  arrrval, he made 
serious efforts to accelerate the work process As a result, the work was completed according 
to the accelerated schedule presented In the January - February 1998 lnterrm Actlvlty Report 
submrtted by Acres to USAlD 

6 Env~ronmental Speclal~st - Actlv~ty "0" 

1 Draft Report on lnteragency 
Consultatron Process 

Actlvlty 

Work completed 

Status 

Completlon date was 
March 10, 1998 

2 Review and Frnalrze Report on 
Interagency Consultatron Process 

4 Assrst rn the Preparatron of 
Stakeholders' Issues Report 

3 Assrst In the Preparatron of Draft 
Gu~delrnes Manual for Stakeholder 
Analysrs 

Work completed 

Work completed The final 
report was delrvered to EDC 
and USAlD 

Complet~on date was 
March 31, 1998 

Complet~on date was 
March 31, 1998 

Work completed 
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Comments on Activ~ty "0" 

The rn~t~al actrv~ties a~med at gettmg updated mformat~on on the spec~fic env~ronmental 
problems assoc~ated w~th the hydroelectric developments In Nepal These ~ n ~ t ~ a l  activities 
mcluded rnterwews w~th NEA and BPC personnel and a data-gathermg field trip to the Kali 
Ghandaki " A  and Jhrmruk project s~tes A second field tr~p, to the Khulekhan~, Upper Bhote 
Koshr and Kh~mti project s~tes, was organ~zed In March 1998 

To ensure the necessary cont~nu~ty In methodology and avo~d effort dupl~cation, the specral~st 
also carr~ed out a br~ef revrew of the award-winnmg Env~ronmental Screenmg Methodology 
developed by Acres lnternat~onal for the Medrum Hydropower Study Project In Nepal 

One of the main object~ves of the special~st's work was to ~dent~fy poss~b~l~t~es of streamlmrng 
and mtroducrng s~mpl~fied procedures The target was to recommend streaml~ning measures 
wh~ch could be ~mplemented w~thout affectmg the protectrve role of the Nepal env~ronmental 
regulations that hydro developers have to comply w~th A revlew of US FERC Exemption 
Process was carr~ed out to ident~fy measures wh~ch could be apphed under the specific 
condit~ons prevailmg rn Nepal 

D~scuss~ons were held w~th the Export Valuation Spec~al~st on the most adequate methodology 
for assessmg the downstream ~rr~gation benefits of hydroelectric developments In Nepal 

Problems Encountered In Activity "On 

Computer hardware failures, combmed w~th the lack of spare equ~pment and long t~me delays 
for getting rmported spare parts created d~fficult~es which had to be surmounted by workmg 
add~t~onal time 

Electnc~ty supply mterrupt~ons In the budding repeatedly caused serlous problems In the month 
of February If the bu~ldlng electr~c~ty supply problem cannot be solved sat~sfactor~ly, 
consideration should be given to buymg a back-up electric~ty generator for the PEP offices 
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7 Stakeholder Analyst - Act~vrty "P" 

Act~vlty I Status 

I Write "Draft Manual on Gurdelmes for 
Stakeholder Analys~s" 

3 Prepare and present to EDC 
Personnel a Workshop on 
Stakeholder lssues 

2 Prepare "Draft Report on Stakeholder 
lssues m Hydropower Development 
Prolects" 

Work completed The draft 
Gu~delmes Manual was 
del~vered to EDC and USAlD 

Comments on A c t ~ v ~ t y  "P" 

Completion date 
was March 31, 1998 

Work completed The draft 
Report was dehvered to EDC 
and USAlD 

Work completed The 
workshop was attended by 
EDC and MOWR personnel 

- The activ~tres of the Stakeholder Analyst parallelled in many domams those of the 
Envrronmental Spec~al~st Both speclal~sts worked In close cooperation The two, accompanied 
by an EDC engineer, went on the informat~on gathering field tr~ps organized In February and 
March 1998 

Complet~on date 
was March 31, 1998 

The workshop took 
place on March 22, 
1998 

The frequency of the meetings and interwews with representat~ves of various stakeholders 
whlch started In February was cons~derably increased In the first half of March 1998 Th~s made 
~t possible to gather the necessary rnformation and complete the work on the Stakeholder 
Analys~s Gu~delines and on the Stakeholder Issues Report on t~me 

Problems Encountered rn Actlv~ty "P" 

The Stakeholder Analyst encountered problems s~m~lar to those met by the Env~ronmental Spec~allst, 
namely 

* Computer hardware failures, combmed w~th the lack of spare equipment and long t~me for 
gettmg ~mported spare parts 

* Very long and frequent (daily) electric~ty supply mterruptions in the bu~ldmg 

8 Summary and Recommendat~ons 

All Acres tasks were completed, both those regardmg the dehverables and those regardmg the 
complet~on of vanous acttv~tres speafied In the rev~sed Work Plan for techn~cal assistance act~v~ties 
for the per~od ending March 31, 1998 
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The preparatron of the final versron of some of the delrverables depended on whether the varrous 
parties (EDC, MOWR, MOPE, World Bank, etc ) whrch rev~ewed the draft documents could solve 
their differences and reach agreement on mutually acceptable positrons In a few cases, the latest 
versions of the reports/documents produced by the consultants were not labelled "final" because, 
for reasons beyond the control of Acres, such agreements were not reached The experrence 
accumulated so far on this matter rndrcates that, when thrs happens, supplementary rteratrons are 
requrred and work delays may occur The level of actrvrty and effort requrred to support EDC under 
these COndltl~ns may often exceed the rnitral provrslons Appropriate measures should be taken to 
ensure the continuity of support and the cooperatron between the varrous partrcrpants in the process 
through the April - June contract extensron perrod 
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Th~s act~vlty report examines the results obtamed by the Prwate Electr~c~ty Project (PEP) personnel 
over the penod from Apnl 1 to June 30, 1998 The report IS presented In the same format that was 
used for the January 1 to March 31, 1998 report 

2 PEP Act~wt~es (As S ecif~ed in Amendment #6) 

The PEP related act~v~t~es, specified In Amendment #6 to the USAlD Contract No 367-GOO-95- 
05177-00, ~ncluded several components Spec~fically, the contract amendment spec~fied the 
expected level of effort and act~v~t~es of the followmg spec~al~sts 

a Ch~ef of PartyIExport Valuat~on Spec~al~st Act~v~t~es 
Power Development Fund Spec~al~st Act~v~t~es 
RFP Coordmator Actrv~t~es 

* Water Resources Engineer Actrv~t~es - Envwonmental Spec~al~st Act~v~t~es 
Stakeholder Analyst Act~v~t~es 
Legal Spec~al~st (Local) Act~v~t~es 

Each of these act~v~t~es is d~scussed In more detarl below ~dent~fy~ng the tasks and the assoc~ated 
dehverables, descr~bmg the work carr~ed out, and the more significant problems encountered 

3 Chref of PartyIExport Valuation Spec~alrst Actlvlt~es 

3 1 Summary of Act~vlt~es and Delrverables 

A summary of the main act~v~t~es carned out by the Ch~ef of Party IS presented In the followmg table 

Complet~on date 
June 30,1998 

Act~v~tylDel~verables 

1 coordinate all aspects of TA 
support provided 

2 Work with the Water Resources 
Engineer to update the final 
s~mulation model 

Complet~on date 
June 30.1998 

Status 

The COP coordmated the TA 
prov~ded by Acres spec~al~sts to EDC 
throughout the Apnl 1 - June 30 
extens~on ~erlod 

The jomt work on the update resulted 
in the replacement of the old 
NEPSIM model w~th a new, more 
comprehenswe model (PROBEN) 
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3 Coordrnate and admrnrster the 
servrces of a Local Legal 
Specralrst (LS) 

4 Desrgn and Implement a mrnr 
Local Area Network (LAN) for use 

5 Coordrnate (in Kathmandu) and 
finalrze the actron required for 
EDC/MOWR staff trammg, 
rncludrng 

Short term trarnrng on 
management, contract and 
frnancral aspects 
Promotronal study tours to 
USA and other destrnatrons 

6 Manage the acqursrtion of 
commodrtres specrfied as 
delrverables m the contract 
extensron, 

Prrnter 
Photocoprer 
LANSystem 

Status 

Act~v~ties completed, ~ncludmg the 
preparatron of 

Terms of Reference 
Contract 
Informal reviews of reports 
subm~tted bv LS 

Completed 
The LAN IS composed of one server, 
five workstations and three prlnters 

Completed 

Short course on "Effectwe 
Negot~at~ons for the Power 
Sector" in Washrngton D C 
Tour of Columb~a Rwer plants 
comblned w~th study of Columb~a 
Rwer Treaty 
Partlcipatron to Workshop 
onnHydro Asla 98" In Smgapore 

Completed Combined equipment 
(prmterlphotocop~er) was purchased 
at a cons~derable cost savlng over 
the cost of a separate printer and 
photocopier The savmgs were used 
to acquire an add~t~onal PC that, w~th 
USAID's approval, was handed over 
to EDC 

Complet~on 
dates 

April 21 
May 22 
June 20 
(all 1998) 

In-serv~ce Date 
May 11,1998 

Completr on 
Dates 

June 20,1998 

June 30,1998 

May 31, I998 

Complet~on Date 
June 20,1998 

3 2 Work Completed/Accompl~shments 

The coordmatlon of actlvrtles of the speclallsts wh~ch worked on PEP durmg the Apr~l - June 1998 
extens~on was ach~eved through dally drscuss~ons and reviews of the work In progress, 
supplemented by mforrnation sessions w ~ t h  EDC management and USAlD personnel Efforts were 
made to malntaln a rather informal style communicat~on that encouraged frurtful exchanges of ideas 
and efficrent solutlon findmg The spec~alrsts' reports were revrewed and discussed by the authors 
wlth the COP whenever necessary durlng the draft preparation and before the prmtrng of the final 
version of the report 

A somewhat d~fferent procedure was used for the reports ~ssued by the Legal Speclalist His reports 
were discussed rn jomts meetmgs attended, In add~t~on to the LS and COP, by personnel from US 
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Embassy, USAlD and the Federat~on of Nepal1 Chambers of Commerce and Industry (FNCCI) The 
contr~but~ons made by these partlc~pants are gratefully acknowledged The final draft report and 
recommendat~ons were presented In a workshop that was attended, In addhon to the part~es 
ment~oned above, by personal~t~es from the pr~vate sector and h~gh rankmg offic~als of HMGN, 
~ncluding the Deputy Pr~me M~n~ster The suggestions and recommendat~ons made by the 
partlc~pants to the workshop were recorded and were cntlcally rewewed for subsequent incorporatron 
In the final report 

The LAN equipment and the contractor for LAN installat~on were selected uslng competitive bidding 
A mamtenance contract was signed with the equ~pment supplier However, due to the careful 
select~on of the equ~pment and contractor, the number of outages wh~ch requrred emergency 
mamtenance ~ntervent~on was extremely low for a new rnstallat~on of th~s type 

The acqu~srt~on of the supplementary commod~t~es spec~fied In the contract as delrverables was 
completed successfully 

3 3 Problems Encountered 

One of the del~verables speafied In the contract was the review and new prmtmg of the "Regulations" 
booklet that was publ~shed by EDC some t~me ago Acres offered the necessary funds and support 
to EDC, but the (now ret~red) D~rector General of EDC, Mr V~jaya Shrestha, dec~ded to postpone thls 
actw~ty a later (fall 1998) date Th~s matter was beyond Acres control 

4 Power Development Fund Spec~allst Act~v~tles 

4 1 Summary of Act~v~t~es and Delwerables 

A summary of the actlv~t~es carned out by the Power Development Fund Spec~al~st IS presented In 
the followmg table 

1 Revrew and Assrst m Short 
L~strng of Candrdates for PDF 
Admrnrstrator 

2 Revrse Borrower 
lmplemen ta tron Plan (5lP) 

Status 

MOWR was not ~nterested ~n Complet~on date 
ask~ng for proposals depends on the date 

when appl~catrons 
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3 Contrnue support of PDF 
,rnpLemmtatron/Revrsed RFP for 
PDF Admmstrator 

Status 

A rev~sed RFP was provrded to 
MOWR (Mr S B Pun) for 
revlew 
PEP offered to hold a workshop 
on PDF The offer was not 
accepted by MOWR staff 

Completion date was 
June 2,1998 

4 2 Work Completed/Accompl~shments 

The intention of th~s assrgnment was to revive interest in the Power Development Fund (PDF) 
through a series of workshops and meetmgs with key players w~thin His Majesty's Government of 
Nepal (HMGN) who would ult~mately be responsible for PDF implementation We wanted to "fast- 
track the PDF implementation For a varrety of reasons alluded to below, the "key players" 
manifested little interest in the proposed workshop approach and only one meeting was actually held 
with a M~n~stry of Water Resources (MOWR) official 

The specialist's scope of work for the April through June extension also called for refinement of the 
Power Development Fund Borrower's Implementation Plan (BIP) and for support to PDF 
~mplementat~on on an "as needed" baas Given that a number of additional comments from both 
MOWR and the World Bank surfaced after the subm~ssion of the BIP in early April, these comments 
were incorporated durmg th~s assignment A "final" BIP dated May 1998 has been produced and 
circulated to the Electricity Development Center (EDC), MOWR and the World Bank 

The BIP was revlsed and updated as a result of comments received from both MOWR and the World 
Bank The financial projections were also revised and updated to reflect fresh data on the proposed 
costs of three "first window" projects 

A meet~ng was held with the Resident World Bank Infrastructure Specialist, S G Joshi, to drscuss 
the statusof the PIX, an~i-iioshi-irpofianriy, ro gauge the react~on of HMGN to World Bank Country 
Director, Hans M Rothenbuhler's letter to the M~n~stry of Finance and MOWR regardrng the World 
Bank's desire to capitalize the PDF on an mcremental basis based on demand for resources Mr 
Joshi informed us that there had been no reaction on the part of HMGN smce the letter was sent on 
March I I th and that M Rothenbuhler had been trying to arrange a meeting with the new Mrnister 
of Water Resources for over a month 

A meetmg was arranged with some degree of d~fficulty with the Special Officer on Duty at MOWR, 
S B Pun, to discuss the status of the PDF, and to assess the reaction of MOWR to the World Bank 
Country Director's March 11 letter to MOWR Permanent Secretary Dhungel Although Mr Pun had 
significantly been involved in the PDF development process, he appeared unsure of his present role 
and unknowledgeable of the new government's position vis-a-vis PDF implementation other than to 
inform us of the interest on the part of the new Minister of Water Resources in smaller projects that 
could qualify under the PDF's "second window" 
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I 
4 3 Problems Encountered 

As alluded to above, on March 11, 1998, Hans M Rothenbuhler, World Bank Country D~rector for 
Nepal, sent a letter to Messrs Bhattara~ and Dhungel, of the M~n~stry of Fmance and Mmstry of 
Water Resources, respect~vely, expla~nmg a new pos~t~on of the World Bank vls-a-vrs the Bank's 
proposed Power Development Project (PDP) In general, and a subset of the PDP, the Power 
Development Fund, In part~cular Slnce that t~me, a new govemment has come to power and w~th 
~t a new Mlnlster of Water Resources, and at least two new MOWR Secretanes - Mr Dhungel, 
forrner Permanent Secretary, IS no longer w~th MOWR A response to Mr Rothenbuhler's letter has 
yet to be rssued by MOWR desprte Mr Lmtz's comments to the letter prepared for the EDC on March 
13th These developments have effectwely put the PDP, and more ~mportantly, the PDF In l~mbo 
PEP personnel made repeated offers to both EDC and MOWR for Acres asststance to revive the 
mterest In the PDF among the new members of the govemment by conductmg seem~narslworkshops 
focussmg on pr~vate sector project finance In general and the features of the proposed PDF In 
part~cular Both ent~t~es were uncomm~tal anjd dld not respond to any of these offers 

4 4 Recommendat~ons Regardmg Program Contmuat~on 

The spec~al~st made the followmg recommendat~ons 

Leadersh~p must be forthcommg on the part of someone wtthm MOWR or EDC In order to obtam 
permlsslon from the M~n~ster of Water Resources to advert~se for expressions of mterest to 
adm~n~ster the PDF Such permlssron would set In motron the followmg act~v~t~es ultrmately 
leadmg to PDF ~mplementation 

- Advert~se In the local and mternattonal press requestmg "Letters of Express~on of Interest" 
from local financ~al mstrtut~ons teamed wtth mternatronal merchant or parent banks to be 
short l~sted (I e , pre-qual~fied) to b ~ d  on the PDF Adm~nrstrat~on contract to be ~ssued by 
HMGN 

- Arrange for the d~stnbut~on of Terms of Reference for PDF Adm~n~strator and lnstruct~ons for 
B~dders to all interested part~es 

- Deadlme for rece~pt of "Letters of Express~on of Interest" - 30 days after publ~cat~on of the 
request In the press 

- Score and rank "Letters of Express~on of Interest" and short 1st at least four local financral 
mstitut~ons ehg~ble to b ~ d  for the PDF Adm~n~strat~on contract - 15 days from closmg date 

- Issue Request for Proposals from (RFP) pre-qual~fied local financ~al mst~tut~ons - w~th~n 15 
days from the trme of short lrstrng 

- Hold B~dders' conference outs~de Nepal to clar~fy any and all quest~ons related to the 
Request for Proposals - w~th~n 10 days of the Issuance of the Request for Proposals 

- Score and rank proposals, not~fy most h~ghly qual~fied local financral ~nst~tut~on of mtent to 
negot~ate PDF Adm~n~strat~on Agreement - w~th~n 45 days of the Issuance of RFPs 
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- Negot~ate PDF Admln~stratron Agreement w~th the most qualrfied local financ~al mst~tut~on - 
wrthm 10 days of notrficat~on of most h~ghly ranked firm 

- Infrastructure Fmance Specral~st In place - wrthm 30 days of the slgnlng of the PDF 
Admlnlstrat~on Agreement w~th HMGN 

If the chronologrcal order of events IS adhered to, a PDF Admlnlstrat~on contract could be 
awarded wrthrn 3% months of the date of advert~smg 

To asslst EDC find ways to use the Power Development Fund to fund new power projects, 
partrcularly those 10 megawatts and below (as apparently preferred by the new Mrnrster of Water 
Resources), a study should be conducted In close collaboratron w~th EDC to 

- ldent~fy ex~stmg and potentral mst~tut~onal Issues wh~ch may constram the development of 
projects ehg~ble for fundrng under the PDF's "second window" and other sources of 
rnvestment In smaller projects 

- Descrrbe mst~tut~onal Issues assoc~ated w~th the financmg of smaller power projects 

- Provrde recommendatrons for rmprovlng the EDC abhty to ~dent~fy projects ehg~ble for fundmg 
under the second wrndow of PDF 

Acres' early Aprd subm~ssion of the Borrower's lmplementatron Plan for the Power Development 
Fund was a major delrverable under the USAID-funded Prwate Electrrc~ty Support Project The BIP 
took over a year to finahze wrth a s~gnrficant amount of effort expended by Acres, the World Bank, 
the Mrnrstry of Water Resources, and the Electrlclty Development Center The BIP has been 
updated to lnclude comments received from by the World Bank and HMGN after the subm~ssron of 
the March versron of the BIP Now that a "final" BIP IS In place, ~t can prov~de deta~led gurdance for 
the ~mplementatron of the PDF However, given the developments over the past three months, one 
can only conclude that 

There has been M e  movement toward finahzatron of the PDF Admlnlstrat~on Agreement 
between HMGN and the World Bank 
HMGN's rnterest In the PDF has not yet resulted In concrete steps towards PDF ~mplementat~on 
No one In MOWR has stepped forward to "champron" the cause of the PDF and ensure rts 
lmplementat~on 
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5 RFP Coordmator Act~v~t~es 

5 1 Summary of Actrv~t~es and Delwerables 

A summary of the activities carried out by the RFQ Coordmator is presented rn the followrng table 

1 Preparatron of rev~sed draft for 
Request for Qualrf~catrons for 
Hydroelectric Projects on BOOT 
Basrs 

2 Revrew and Selection of 
Prequakfred Bidders 

3 Draft of Gener~c Request for 
Proposals for Development of 
Medium Hydroelectrrc Project 
on BOOT basrs 

Status 

lnter~m Draft-6 based on EDC 
comments and on latest info, 
re Long Term Development 
Plan 

Draft-6 based on the World 
Bank detailed comments 
dated, May 2, 1998 

The draft included evaluat~on 
methods compatible with total 
project benefit evaluation 
methodology 

EDC did not receive any 
submiss~ons from bidders to 
review 

Draft-1 was completed as a 
"generic" document for review 
and comment 

Issued to EDC April 5, 
I998 

Review and letters 
prepared for EDC and 
World Bank May 28, 
1998 

Revision and additions 
completed and issued 
to EDC June 9,1998 

It could be completed 
In 30 to 60 days from 
the date when bids are 
opened 

Submitted to EDC April 
7,1998 

5 2 Work Completed/Accompl~shments 

The RFP Coordinator completed the following objectives outlrned In the or~ginal work plan and scope 
of work 

Meetings w~th EDC to review the approach for revlslng the RFQ based on comments received 
from the World Bank In Washmgton A detarled response to these comments was provrded to 
EDC as well as a draft response from EDC to the World Bank 

* Preparation of Draft-6, Request for Qualrfications based on comments received from the World 
Bank, dated May 2, 1998, and our understanding of EDC's position which d~ffers from the World 
Bank on the followmg key issues, namely 

- Qualification crrterra based on a pomt system rather than a passlfad system - Projects grouped into two groups rather than three groups 
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- Qualificatron cntena set for each group, that is, Group A Projects and Group B Projects, and 
not for individual projects 

Some of the significant revisrons and addit~ons made in Draft-6 include 

- Document renamed "Request for Qualifications (RFQ) for the Development of Hydroelectric 
Projects on Build, Own, Operate and Transfer (BOOT) Basis", leaving out "Medium" from the 
title page and throughout the RFQ 

- Section 1, lnvrtation for Prequalrfication, has been rewritten and could be used as a draft for 
an "advertrsement", and a Project Location Map has been prepared showing the locatrons 
of the seven projects being considered for development 

- Section 2, Information for Applicants, has been revised, clarifications added and appendices 
expanded as described below 

- Revisrons and clarrfications have been made in a number of paragraphs 

-- Appendix A, Policies, Acts and Regulations, has been expanded to include environmental 
regulations and supplemented with Annex A I which includes copies of policies, acts and 
regulations pertaining to hydropower development which have been listed in the 
Appendix 

-- Append~x B, NEA System Information, has been expanded with relevant power station 
information and power development map 

-- Appendix C, Technical Information, has been updated to ~nclude current technical 
descriptions includrng tables, maps and drawings from the Feasibility Reports and the 
Environmental lmpact Assessments for the Group B Projects Tamur-Mewa, Dudh Koshi- 
1 and Upper Karnali Hydroelectnc Projects Annex C 1, Copies of Table of Contents 
from Feasibility Studies and Envrronmental lmpact Assessments for these projects, has 
been prepared as a separate document 

-- Attachment 1, Price List of Available Studies and Reports, has been prepared listing 
documents which can be purchased from EDC 

-- Appendrx D, Summary of Existing Gu~delrnes and Regulations for Hydropower Licensing 
In Nepal, has been added to provide an outline of the licensing procedures ~ncluding 
guidelines for carrying out Environmental lmpact Assessments Thls appendix has been 
based on the draft report currently being prepared by the Environmental Specialist 

- Sectlon 3, lnstruct~ons to Applrcants has been reorganized several paragraphs added to 
conform to the World Bank's current standard procurement guldelrnes 

- Section 4, Qualification of Applicants, has been reorganized and revised to follow the Bank's 
suggestions for clarifications and preciseness including 
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-- Qualrficat~on requ~rements ~ncludmg Exhrb~t A, Form of Appl~catron, have been 
reorgan~zed startmg wrth Project Development Expenence and followed by Partrcular 
Expenence, Organ~zatron and Personnel Capabd~tres, Frnanc~al Capabrllty, and Lrtrgatron 
Hrstory 

-- General Expenence requrrements have been srmpl~fied whrle the requrrements for 
experience In areas such as consultmg engineering, construct~on and major 
rnechan~cal/electncal equipment procurement and installation have been expanded and 
clarrf~ed 

-- Requirements for jomt ventures have been deta~led 

-- Appendix El Summary of Terms and Condrt~ons of Project Agreement and Power 
Purchase Agreement, has been added as mformatlon to Apphcants 

-- The pomt system for the evaluatron of Applrcants has been srmplified The cr~ter~a for 
financial capablhty has been rev~sed In accordance wrth the latest cost estimates for the 
Group B Projects wrth values set based est~mated costs of projects wrthln each group 
as well as marntarnrng an equ~tyldebt ratlo of 80120 The pomt system has also been 
modified to allow deduct~ons to meet certam mlnlmum requlrements 

Preparatron of Draft-I, Request for Proposals for Development of Hydroelectric Projects on 
BOOT basrs was completed dunng the prevlous report~ng penod and rssued to EDC In early April 
for review and comments 

5 3 Problems Encountered 

The preparation of Draft-6, Request for Qual~ficatrons for Development of Hydroelectnc Projects on 
BOOT Baas requ~red a much greater level of effort resultrng from 

a Need to clarlficat~on of the posrtrons of EDC and the World Bank on several key Issues and 
hence, the d~rectron to be followed In the preparatron of thrs draft 

The extent of reformattrng and clar~ficat~ons requested by the World Bank to meet current 
procurement gu~delmes ~ncludmg the add~t~on of several Appendrces and Annexes 

0 Extensrve revlslons to the Append~x C, Techn~cal Informat~on, based on the Feas~brhty Studies 
and Envrronmental Assessments of the Group B Projects Tamur-Mewa, Dudh Koshl-I and 
Upper Karnah Hydroelectnc Projects 

Restructurmg and s~mplrficat~on of the pomt system crrterra to meet the requ~rements of both 
EDC and the World Bank 

Several Issues have delayed the completron of a final draft, namely 

No further rnforrnatron recerved from current reviews of NEA's Long Term Development Plan for 
Nepal, ~ncludrng forecasted dates for the development of the seven projects 
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Technrcal rnformatron based on Feasrbrlrty Studres and Envrronmental Impact Assessments for 
the Group A Projects wrll not be available untd somet~me In August Slm~larly, Annex C 1 cannot 
be completed untrl thrs rnformat~on IS avarlable 

Appendrx E requrres further work based expenence In preparatron of project and power purchase 
agreements for private developments 

As a result of the contrnurng requrrements rn draftrng an RFQ as well as the delay In recervrng 
forecasted dates based on NEA's Long Term Development Plan for Nepal for the rmplementatron 
of these projects, actrvrtres related to the rssurng of RFQ's and subsequent revrews and 
recommendatrons of prequalrfied developers have been extended Rev~srons to the generic RFP 
for the Development of Hydroelectnc Projects have been deferred pendmg recerpt of comments from 
EDC as well as agreement on the form and content of the RFQ 

6 Water Resources Engmeer Act~v~t~es 

6 1 Summary of Actlv~t~es and Deliverables 

A summary of the actw~tres carrred out by the Water Resources Engrneer IS presented In the 
followrng table 

6 2 Work Completed/Accompl~shments 

- 

Act~v~tylDel~vera bles 

I Enhancement of PROBEN model to allow for extended 
project analvs~s 

2 Addrtron of a R~sk Analysis Module 

3 Additron of a simplrfied Forecastrng Module 

4 Preparation of a Revised User Manual that reflects the 
changes made m the computer program 

Dunng hrs May-June mrssron to Kathmandu, the Water Resources Engrneer contrnued the work on 
modificatrons to the financral srmulatron model rnrtrated In the February-March mrssron The earlrer 
mlssron had focused on changes to the bas~c formulae In the financ~al calculatrons and mod~ficat~ons 
to the escalation, d~scountlng and loan amort~zat~on calculat~ons The current mlsslon dealt w~th 
changes to the calculat~ons of downstream benefits, both lrrrgat~on and flood damages, and 
sens~tlvrty and r~sk analys~s These changes were made In cooperat~on wrth the Export Valuation 
Speclallst 

Wrthrn a spreadsheet model, there are basrcally two "methods" of calculatrons formulae and macros 
A formula wrll typrcally recalculate whenever rts rnput data or the rnput data for rts underlyrng 

Status 
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formulae have changed Macros, on the other hand, must be run before the~r calculat~ons are 
complete In the model all macros have been assocrated w~th command buttons - push the button 
and the macro runs Whrle most of the macros In the spreadsheet are for pnntmg, a task wh~ch 
cannot be undertaken wrth formulae, a number of macros had been wr~tten to calculate mtermed~ate 
results These macros were concentrated rn the ~rrrgat~on benefit and the sens~tlv~ty calculat~ons 
The focus of the mlsslon was to elrmrnate these macros and replace them wrth formulae whlch are 
less dependent on range name defin~t~ons, do not physically move data w ~ t h ~ n  the spreadsheet and 
whrch calculate both faster and automatrcally These mod~ficatrons ehmmated over 500 lmes of 
macro codmg w~thm the spreadsheet and resulted In the reduct~on of the necessary run trme 

The second and prrnc~pal objectwe of this field vlslt was the modificat~on of the model for use wrth 
the commerc~al r~sk analys~s routmes The rnternal sens~trvrty analysts In the model d~splays the 
~mpact of a futed number of changes to the basrc rnput values In ~solat~on For example, the caprtal 
cost of the project IS rncreased by 20 percent wrth all other varrable held at thew basrc mput values 
The r~sk routrnes allow the user to both vary a number of tnput var~ables concurently and to apply 
probabrl~ty d~strrbutrons for each varlable Thrs creates the possrb~l~ty of creatrng more real~st~c 
scenarios and obta~nmg more accurate results 

The model has been adjusted to detect ~f the rrsc calculat~on package has been opened and to then 
mod~fy the treatment of the mput var~ables to take advantage of thrs rrsc calculatron package In 
add~t~on, the model was substantrally rev~sed to srmphfy the mternal sens~t~v~ty analysrs and to 
~nternal~se the calculatron of the downstream rrr~gat~on benefits The adjustments to the rntemal 
sens~ttvrty analysts were also necessary to mcorporate the rrsc calculat~on routmes The 
modrficatlons to the model have been completed and tested on a sample project The results of thts 
test are ~ncluded as append~ces to the model documentatron 

Two delrverables resulted from thrs task The first IS the model rtself, whrch has been renamed the 
Nepal Project Benefits Model (PROBEN) to more accurately reflect its functron, and the second IS 

the model documentatron 

6 3 Problems Encountered 

There were no major problems encountered The lack of t~me d ~ d  not allow to perform, as we would 
have preferred, a complete manual calculat~on for a selected test case and then duphcate the results 
usmg the computer To replace thls, the model could be tested further on a number of actual or 
prototype projects The results obtarned could be compared to the results of the analys~s conducted 
by the mdependent developers 

The rev~sed and enhanced PROBEN model wdl provrde the Electr~c~ty Development Centre wrth a 
powerful analytrcal tool Thrs tool w~l l  help In the economlc and financral evaluat~on of propsed 
pr~vate generat~on developments The prrncrpal results focus on the expected f~nanc~al cash flow 
(and rate of return on the rnvestment) to the developer and the antrc~pated net economlc benefits 
to the country T~me constramts and contractual provlslons hmlted the extent of the add~trons that 
were made to the program Should add~tronal funds become ava~lable, ~t would be h~ghly des~rable 
to continue addlng new modules to the program 
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Quarterly Actrvity Report 
April- June, 1998 

7 1 Summary of Act~v~t~es and Delwerables 

A summary of the act~v~t~es camed out by the Env~ronmental Speaalrst IS presented In the followmg 
table 

June 30,1998 

- 

Act~vrtylDelrverables 

1 Prepare an Enhanced Versron of the 
lnteragency and Publrc Consultatron 
Gurdelrnes for Hydropower Lrcensrng m 
Nepal 

2 Prepare Report on Potentral for 
Developrng a Regulatory Process for 
Exemptrng Smaller Hydro Projects from 
the Full Envrronmental lmpact Assessment 
(EIA) Revrew Process 

3 Comprle a summary of the current 
Nepalese Regulatrons and Procedures for 
Lrcensrna Hydro Projects 

4 Revrew and edrt the "Draft Manual on 
Gurdelrnes for Stakeholder Analysrs" 
prepared by Dr Jagadrsh Pokharel m 
March 1998 

June 30, 1998 

Status 

Completed 

Completed The report 
was presented ~n the 
format of a "d~scuss~on 
paper" 

Completed 

Completed The ed~ted 
verslon was sent to Dr 
Pokharel for h ~ s  
informat~on 

June 30,1998 

June 30,1998 

7 2 Work Completed/Accompl~shments 

Mr Foote was responsible for cont~nurng the work he ~n~ t~a ted  durmg the January through March 
1998 per~od Spec~fically, he 

Prepared a "fleshed out" version of the lnteragency and public consultat~on gu~delmes for 
hydropower hcensrng In Nepal These gu~delmes could be used as an attachment to the 
RFQIRFP bemg developed for future prwate sector projects, or could be used as a "checklrst" 
by EDC to ensure that developers have conducted an adequate consultat~on process 

Prepared a report In the format of a "d~scuss~on paper" on the potent~al for developmg a 
regulatory process for exemptmg smaller hydro projects from the full Env~ronmental lmpact 
Assessment (EIA) revrew process, allow~ng a more abbrev~ated revlew for smaller projects that 
meet certam crlterla 

Prepared a summary of the current Nepalese regulat~ons and procedures for licensmg hydro 
projects Thrs was prepared so rt could be lncluded as an attachment to the RFQIRFP for future 
pr~vate sector projects (~nformatron for developers) 
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* Reviewed and edited the "Draft Manual on Guidelines for Stakeholder Analysrs" prepared by Dr 
Jagadlsh Pokharel in March 1998 Revisrons were made primarily for format and consistency 
with other project reports, or to clarrfy portions of the report as required Upon completion of the 
revlslons, the revised manual was sent to Dr Pokharel for his final review and approval 

The above work was accomplished by using information gathered from his previous assignment to 
Nepal, mformatlon contained In h ~ s  prevlous report dated March 1998, and by addltlonal research 
of exrstlng Nepalese laws, regulations, and guldellnes The following dellverables were produced 

"Draft Interagency and Public Consultation Guldellnes for Applicatron for Production Llcense" 
* "Revrew of Potentlal for Exemptlng Smaller Hydroelectric Projects from the Full EIA Process" 

"Summary of Existing Guidelines and Regulations for Hydropower Licensing in Nepal" 
"Revlsed Draft Manual on Gurdelines for Stakeholder Analysis" 

The first three dellverables were sent circulated to EDC and USAlD for revrew and comment, whlle 
the fourth deliverable has been forwarded to Dr Pokharel for his final approval prior to sending the 
revised manual to EDC and USAlD 

7 3 Problems Encountered 

No major problems were encountered that affected the completion of the work Due to the contract 
provrsions which limit in time the work of Acres to Auygust 31, 1998, the final versions of these drafts 
wrll havce to be issued by the next EDC consultant This wlll likely be carrred out after EDC reviews 
the drafts and presents wrrtten comments 

7 4 Recornrnendat~ons for Future Work 

There are several addittonal tasks that should be completed in the environmental/regulatory area 
Some are contrnuations of previous work, and some are new items that may have been prevrously 
Identified, but have not been worked on These tasks would include 

Flnallzation of interagency and publrc consultation guidelines developed during the current 
extensron, after receiving comments from EDC and USAlD on the draft guidelines 

* Further rnvestigatron of the potential EIA exemption process for smaller hydroelectric projects, 
by working with a locally-hired legal/regulatory expert to assess the potential for changmg the 
current Envrronment Conservation Rules 

Developrng draft license amendment procedures, for project owners who may wish to modify 
their project design or features, such as to add add~tional generating units Ultimately, these 
procedures should be included In the Electrmty Regulations as formal rules 

Conducting an analysis of international stakeholder issues related to the development of 
hydropower In Nepal, by identifying these stakeholders and the potent~al issues assocrated with 
each stakeholder group This should be conducted by a locally-hired stakeholder analyst 
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Developmg draft relicensrng regulat~ons, for projects whose lrcenses are exprnng Thrs may not 
be an ~mmed~ate need, slnce most lrcenses In Nepal are decades away from exprat~on, but such 
regulat~ons should be In place prior to exp~rat~on of any l~censes 

The del~verables under thls ass~gnment have been prepared w~th limited interactlon with Nepal1 
counterparts rn EDC, due In part to the hm~ted length of th~s ass~gnment The mput of EDC, however, 
IS very rmportant, espec~ally In the development of gu~delmes that w~ll be c~rculated to mtemat~onal 
pnvate investors In the power sector Th~s mll ensure that the mformat~on contamed In the gu~delmes 
IS accurate and pertinent from the Nepal1 perspectwe 

8 Stakeholder Analyst Act~v~t~es 

8 1 Summary of Actrv~t~es and Dehverables 

A summary of the act~v~t~es that the Stakeholder Analyst was expected to complete~s presented In 
the followmg table 

Act~v~tylDel~verables 

8 2 Work Completed/Accompl~shments 

Status 

1 Review and enhance the Draft 
Manual for Stakeholder 
Analysrs 

The Stakeholder Analyst, Dr Jagad~sh Pokharel, d ~ d  not carry out h~mself any work durrng th~s 
penod However, the work spec~fied In the Amendment #6 to Acres' PEP contract was (part~allp) 
carr~ed out by the Envrronmental Spec~alrst, Mr Peter Foote Mr Foote rev~ewed and ed~ted the 
"Draft Manual for Stakeholder Analys~s" (see 7 5 #4 above) 

8 3 Problems Encountered 

d 

Th~s act~vrty was not carr~ed out by the 
Stakeholder Analyst, however the manual 
was rev~sed by another consultant and was 

The problem encountered was the apporntment of our local specral~st, Dr Jagad~sh Pokharel, as 
a member of Nepal s Plannmg Comm~ss~on Th~s created the potent~al for a confllct of mterest 
s~tuat~on To avo~d any accusatrons of such confl~ct of interest, wh~ch m~ght have embarassed EDC 
Dr Pokharel had to severe h ~ s  contractual connect~ons w~th Acres 

June 30, 
1998 
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9 Legal Spec~allst (Local) Act~v~tles 

9 1 Summary of Actlv~t~es and Dehverables 

A summary of the actrvrties carr~ed out by the Legal Speclalist is presented In the followrng table 

1 Preparatron of a Report on the Legal Frnal Draft was completed and June 26, 1) and lnrbtutronal Famework I presented at the FNCCl 1 1998 11 
II 

9 2 Work Completed/Accomplrshments 

Act~v~tylDel~verables 

The local legal spec~al~st, Mr Ratna Sansar Shrestha, was selected from a hst of four candrdates 
presented by EDC's Director General, Mr V~jaya Shanker Shrestha The select~on and the Terms 
of Reference drafted by the PEP Chref of Party were approved by USAIDINepal and the Federat~on 
of Nepal Chambers of Commerce and Industry (FNCCI) whrch retained the nghts to review and 
approve the reports issued by Mr Ratna Shrestha The task of Mr Shrestha was to review the 
ex~strng legal and mstitutional frameworks In Nepal, rdent~fy the Issues wh~ch were perceived by the 
private sector as rmpedrments to the development of hydro projects, and propose changes to the 
pertment laws and regulations 

Status 

Over the durat~on of hls assignment, In accordance with the specifications of the contract s~gned w~th 
Acres, Mr Shrestha produced several draft reports whlch were rev~ewed and accepted by FNCCI 
and USAID and resulted in a final report Acres' Chief of Party and the First Secretary (Pol~t~cal and 
Soc~al Affatrs) of the US Embassy In Kathmandu also attended the meetings In whlch the reports of 
Mr Shrestha were revtewed The final draft report was presented and d~scussed In a workshop for 
the pnvate sector and HMGN held In Kathmandu The workshop was attended by several promment 
personalitres, includrng the Deputy Pnme Minster The final report was let7 to be Issued by the Legal 
Speclalist after hrs review and part~al incorporation of the comments and suggest~ons offered by the 
partrcrpants to the workshop 

9 3 Problems Encountered 

I I 

There were no rn~,cxpmblems There were however some minor a~tficurties related malnly tothe 
presentation format used by the legal specialist for his report The reviewers agreed that there was 
room for ~mprovement 

I 

10 Conclus~ons and Recommendat~ons 

The following general conclusrons and recommendat~ons can be drawn 
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Quarterly Adrvrfy Report 
Am1 - June. 1998 

Acres has successfully fulfilled all of ~ t s  contractual obhgat~ons specified by USAID In the 
amendment #6 to the PEP contract There was one operat~on spec~fied under the "key resultsJ' 
category that was not completed the pnntmg of the updated "Regulations" booklet However, 
th~s was not brought about by a fault of Acres, but by a decrsron of EDC management 

The commlsslonlng of a LAN for the PEP created the necessary cond~t~ons for a gradual 
~ntroduct~on of EDC techn~cal and admln~stratwe personnel to more advanced processing and 
management techn~ques Steps should be taken to ensure that the EDC personnel 1s tra~ned 
as soon as possible to be able to use the personal computers (PCS) and the LAN In therr dally 
work In an efficient way 

To ensure the continuity In the technrcal support prov~ded by consultants to EDC, ~t is 
recommended that USAlD prov~de the cond~trons requ~red for an overlap period when both the 
PEP consultant (Acres) and the new SP04 consultant (IRG) s~multaneously prov~de support to 
EDC This would create a favourable environment for IRG so that its consultants could become 
famihar w~th EDC needs In a much shorter time 
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Act~vrty Repott 
July -August, 1998 

Thrs act~vrty report examines the results obtained by the Prrvate Electricity Project (PEP) personnel, 
over the per~od from July I ,  1998 to August 31, 1998 The report IS presented In the same format 
that was used for the January - March and Apnl - June 1998 Quarterly Act~vrty Reports The 
followmg abbrev~atrons are used In this report to des~gnate the ~nstitutrons mvolved 

EDC Electr~c~ty Development Center 
HMGN HIS Majesty's Government of Nepal 
I RG lnternat~onal Resources Group 
MOF Mln~stt-y of Finance 
MOWR M~n~stry Of Water Resources 
USAID United States Agency for International Development 

Thrs 1s the last of the periodical (quarterly) reports presented by the Chref of Party (COP) The 
conclus~ons presented at the end of th~s report refer only to the July-August 1998 act~v~t~es An 
overall revlew of the actrvit~es and conclus~ons for the whole project w~l l  be presented In the Ftnal 
Report 

2 Work Plan Act~v~t~es (As Spec~f~ed in Amendment #8) 

The PEP act~v~t~es spec~f~ed In Amendment #8 to the USAlD Contract 367-C-00-95-05117-00, 
rncluded the followmg components 

Ch~ef of Party (COP) I Export Valuat~on Spec~al~st Act~vlt~es 
Power Development Fund Spec~altst Act~v~t~es 

* Technrcal WrrterIRFP Coordmator Actrvrtres 
Water Resources Speclalist Actlv~tres 

Each of these actrvrt~es IS drscussed in more detad below, ident~fy~ng the actw~tres and the 
assoc~ated delwerables, descr~bing the work carrred out, and the more rmportant problems 
encountered, if any 

3 1 Summary of Act~v~t~es and Delwerables 

A summary of the mam act~v~t~es carr~ed out by the Ch~ef of Party In the July - August 1998 perrod 
IS presented In the followmg table 
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II ActtvrtylDelrverables I Status 

1 Coordrnate all aspects of TA support 
provided 

The COP coordrnated all 
aspects of the TA prov~ded by 
Acres throughout the July - 
August 1998 perrod 

2 Work wrth the Water Resources 
Specralrst to organize a trarnrng course 
for PROBEN users 

The tra~nmg course was 
presented to EDCIMOWR 
personnel 

3 Coordinate the extension of Local 
Area Network to rnclude workstatrons 
in the DG, DDGs and EDC Computer 
Center offrces 

Completed EDC not~fied 
PEP that they wr ll accept the 
actual move of the work- 
stat~ons to the specrfied 
offices on Sept 7.1998 

4 Carry out the conceptual development 
of the Project Energy Sale Calculatron 
for the Prolect Benefit Computer Model 
(PROBEN) 

Completed 

5 Procure 5 PC workstatrons, 2 printers 
and accessorres for connectrng the 
addrtronal workstatrons to the LAN 

Done 

6 Organrze short term trarnrng and 
partrcrpatron to promotronal tours for 
EDC management staff 

Cornplet~on date 
August 31, 1998 

Four short term (1 to 2 
months) courses were 
organrzed for EDC Also 
partrc~patron for a promotional 
USA tour 

7 Manage the process of preparation 
and delrvery of the frnal report of the 
Local Legal Specralrst 

Completron date 
August 7, 1998 

The process was completed 
on t~me and was followed by a 
series of addrt~onal qualrty 
enhancement act~vrt~es 

Completron date 
Sept 7,1998 

Completron date 
August 31,1998 

Completron date 
August 28, 1998 

Complet~on date 
August 31 , I  998 

Completron date 
July 14,1998 

3 2 Work CompletedlAccompl~shments 

The marn goals of COP'S work durrng t h ~ s  perrod were to 

Create favorable cond~t~ons for the successful preparat~on and dellvery of hrgh qualrty reports to 
EDCIUSAID 

Ensure the cont~nu~ty of support and assrstance to EDC and USAlD durmg the trans~t~on perrod 
(I e from the exrstrng Pr~vate Electrlclty Project to the new SP04 project) 

Help the members of the new consultrng team, sent by IRG, become famrlrar w ~ t h  the project, 
its achrevements and specrfic problems 



Act~vrty Report 
July - August, 1998 

Close down the project In accordance w~th the appl~cable USAlD rules and requirements and In 
a fash~on whrch would be fully satlsfactory for all the part~es (USAID, Acres, EDC and IRG) 
mvolved In a direct or rndrrect manner In th~s process 

All these goals were reached This was made poss~ble, to a good extent, by the excellent 
cooperat~on and support the COP received from the other members of the Acres PEP team and from 
USAID (Messrs T D Johnston, B N Pradhan, A B Carvalho, N Lama and Ms M Drew) and EDC 
(Messrs K B Aryal, B B Kark~ and R D Sahu) 

In preparat~on for the ~mmrnent extens~on of the Local Area Network (LAN), speclal efforts were 
made to enhance the level of preparedness of EDC personnel that w~l l  have access to personal 
computers (PCs) In the near future The emphas~s was put on the use of local tramers Four 
separate courses were organ~zed by the COP 

* LAN components and operat~ons and the use of the Wmdows NT operatmg system - 4 
part~c~pants 

* PC hardware and software for execut~ves - 5 partlapants* 
Begmner level course on PC hardware and software - 7 partrcrpants - lntermed~ate level course on PC hardware and software - 12 partrcrpants 

* to fachtate the attendance of EDC execut~ves, Acres organ~zed a PC mini-lab on the EDC premlses 
All the lessons for EDC executives were presented in that m~m-lab 

All classes were presented In a "dally, two-hours per sess~on" format The IAN course was 
presented over a three week per~od, whde the three courses on PC hardware and software were 
presented over a period of approx~mately two-months Based on the react~ons from course 
partmpants, the level of sat~sfaction was generally h~gh 

Acres also made all necessary arrangements for Mr Ang~ra Acharya (EDC) to attend a two-week 
course In Washmgton D C on "Effect~ve Arb~trat~on, Med~at~on and D~spute Rev~ew" for solv~ng 
d~sputes In mfrastructure projects Unfortunately, the organizers of the course, the lnst~tute for 
Publc-Prrvate Partnersh~ps, cancelled the course without any warning or just~fication just one day 
before Mr Acharya's scheduled departure 

Acres arranged for Mr B~dur B Karkr and Mr Sun11 B Malla to travel to Las Vegas In the Un~ted 
States In August to attend Hydro V~s~on 98 

One of the tasks that had to be completed by the COP / Export Valuation Spec~al~st was to work w~th 
the Water Resources Spec~al~st and organize a tra~nmg course for the users of the Project Benefit 
Evaluat~on (PROBEN) computer program The course was successfully presented to about 20 
attendees (the number vaned over the durat~on of the course) from EDC, MOWR and other 
organ~zat~ons Another task was to cany out the conceptual development of the Project Energy Sale 
Calculat~on module for PROBEN Th~s addrt~onal module IS necessary for mtegratmg the Load 
Forecastmg module w~th the other ex~stmg calculat~on modules wh~ch are already mtegrated In the 
maln program The conceptual des~gn was completed and the results were presented, In flowchart 
format, In the PROBEN User Manual 
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Following the submission of the Legal Speclalist "Report on the Legal and Institutional Framework" 
that was done by endJune 1998, the COP participated in several "round table" sessions organized 
by the Federation of Nepalese Chambers of Commerce & Industry (FNCCI) with the participation of 
representatives of the pnvate developers The COP contributed to the discussions and analysis that 
resulted in the final FNCCI document Thls document was submitted to the Prime Minister of Nepal 
for further consideration by HMGN 

3 3 Problems Encountered 

The trarnmg program initially discussed with EDC and USAID had to be altered due to events which 
were beyond the control of Acres (see above) Also, one tnp that was intended to provide an 
opportunity for EDC executives to participate in an exchange of expenence with officials from the 
Government of Laos had to be cancelled due to the lack of cooperation from the Lao Peoples' 
Democratic Republic officials 

4 Power Development Fund (PDF) Spec~al~st 

4 1 Summary of Act~v~ties and Delwerables 

II Activity 

1 Methodology for Short Lrstrng 
of  Brdders for PDF 
Admrnrstrator 

2 Prepare Request for Proposals 

The RFP to be sent to the short 
listed local financial Institutions 

3 Attend the Brdders' 
Conference as observer and 

4 Assrst EDC m methodologres 
of  shortlrstrng document for 
the PDF Admrnrstrator 

5 Develop draft study to rdentrfy 
rnstrtutronal rssues whrch may 
constrarn the development of  
small projects elrgrble for 

Status 

Methodology cannot be finalized 
before MOWR allows EDC to 
proceed with the request for 
qualifications 

It cannot be prepared before 
MOWR agrees to proceed with the 
process 

The Conference was not held due to 
the lack of the MOWR declslon 

There was no MOWR approval to 
request proposals for PDF 
Administrator 

Th draft study was completed 

Delayed until 
expressions of 
interest are received 
from appl~cants 

Delayed 

Postponed 

Delayed 

Complet~on date was 
August 31, 1998 
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Activity 

Complet~on date was 
August 31, 1998 

Status 

6 Develop a financral model for 
the analys~s of the possrble 
performance of small projects 
under drfferent sets of 
condrtrons 

4 2 Work Completed/Accompl~shments 

The ~ntentron of the PDF Spec~al~st ass~gnment was twofold 

Th model was completed and tested 
wth data extracted from recently 
des~gned projects 

* To ass~st the EDC In elaboratmg methodolog~es for the short l~st~ng of local financ~al ~nstltut~ons 
to be cons~dered for the pos~t~on of Power Development Fund (PDF) Admln~strator 

* To lnlt~ate a study of the mst~tutronal Issues affectmg the financmg of small power projects, 
particularly as they relate to the financmg of projects under the PDF's "second wmdow" 

A senes of meetings were held w~th the World Bank's Power Development Project appra~sal team to 
dlscuss the PDF and, most ~mportantly, to gauge the HMGN react~on to World Bank Country Dlrector 
Hans M Rothenbuhler's March I lth letter to the Mln~stry of Finance (MOF) and the Mln~stry of Water 
Resources (MOWR) regardmg the World Bank's des~re to cap~tal~ze the PDF on an Incremental basrs 
predicated on demand for resources MOF and MOWR finally responded to Mr Rothenbuhler's letter 
just pnor to the amval of the World Bank team In m~d-August The response bas~cally md~cated that 
there were no contentlous Issues related to the letter and that HMGN w~shed to continue d~scuss~ons 
regardmg the proposed Power Development Project and ~ t s  subset, the Power Development Fund 
However, subsequent discuss~ons between the World Bank team and MOWR d ~ d  not result In a 
dec~s~on on the part of HMGN to author~ze the lnrt~at~on of compet~t~on for the PDF Adrn~n~strat~on 
contract 

Separate meetmgs were held w~th representatives of local financlal lnstltut~ons interested In b~dd~ng 
for the PDF Admlnlstrat~on contract and w~th members of the Federat~on of Nepalese Chambers of 
Commerce to update them on both the status of PDF drscuss~ons between HMGN and the World 
Bank and on the PDF's "final" structure and governance as reflected In the May 1998 Borrowers' 
lmplementat~on Plan 

To ass~st EDC find ways to utlllze the Power Development Fund (once ~t becomes operat~onal) to fund 
new power projects, part~cularly those 10 megawatts and below as apparently preferred by the 
Mlnlster of Water Resources, a study was lnrt~ated to ~dent~fy mstltut~onal Issues affectmg the 
financmg of small power projects In add~t~on, a financial s~mulat~on model for small (10 megawatts 
or less) power projects was developed In order to allow for the modehng of a var~ety of scenarios 

wh~ch take project size, cost, debtlequ~ty mix, and the sellmg price of power Into cons~derat~on The 
model allows one to view the effect of changes In these var~ables on the Income statement and 
balance sheet of a hypothet~cal project sponsor 
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A field tnp was also organ~zed to view the 5 1 megawatt Andl Khola hydro-power plant operated by 
the Butwal Power Company L~m~ted and to hold d~scuss~ons with Butwal officials and plant operators 

4 3 Problems Encountered 

As ment~oned above, although HMGN has responded to the World Bank Country Director's March 
I I th letter regarding incremental cap~tal~zat~on of the PDF, no dec~s~on has been made to go forward 
w~th the open competit~on for the PDF Fund Adm~n~strat~on contract The PDF thus remalns In hmbo 
and there has been no mterest at th~s t~me on the part of EDC for ass~stance In elaboratmg 
methodolog~es for the short l~st~ng of local financ~al inst~tut~ons wh~ch want to be considered for the 
pos~t~on of Power Development Fund (PDF) Adm~n~strator 

Many of the same conclus~ons regarding the PDTreached dunng the prevlous quarters are stdl 
appl~cable 

There has been little movement toward finalrzat~on of the PDF Admin~strat~on Agreement between 
HMGN and the World Bank 

HMGN's mterest In the PDF has not yet resulted In concrete steps towards PDF ~mplementat~on 

* No one w~th~n e~ther EDC or MOWR has stepped forward to "champ~on" the cause of the PDF and 
to ensure ~ t s  rmplementat~on 

W~th regard to the commerc~al v~ab~l~ty of smaller scale hydro-power projects, the tests carned out 
with the "Small Project F~nanc~al S~mulat~on Model" (SmallFmS~m) suggest that ~f the prlce of power 
currently bemg pa~d by the Nepal Electrwty Authonty to small produces such as Butwal Power is not 
ra~sed s~gn~ficantly above current levels, small projects (10 megawatts or less) now under 
cons~derat~on are unhkely to possess suffic~ent commerc~al vrab~l~ty to attract pr~vate mvestors 
Butwal's "success" as a small mdependent power producer is largely due to the grant fundmg of ~ t s  
capital costs Grant funded cap~tal costs s~mply do not equate w~th commerc~al v~ab~lity 
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Actlvlty Report 
II 

July -August, 1998 

5 1 Summary of Actwt~es and Delwerables 

~ct iv i ty I Status 
I 

1 Preparatron of Draft Request for 
Qualrficatrons for Hydroelectrrc 
Projects on BOOT Basrs 

* Draft 7a was the 'final documentat~on' reference number for th~s RFQ whrch was rssued In 
September as part of the final report documentat~on 

2 Assrst EDC m thepreparatron of the 
advertisement for RFQ 

5 2 Work Completed/Accompl~shments I 

Drafts #7/7a* completed, 
based on World Bank and EDC 
comments, and subm~tted to 
EDC and USAID 

The Techn~cal Wnter Specralrst completed the followmg objectwes outlined In the orrgrnal work plan 
and scope of work 

Complet~on Date 
August 28,1998 

The prerequis~te was a 
MOWRIEDC approved RFQ 
Th~s was not avarlable 

Meetrngs wrth EDC management to review the approach for revlsrng the RFQ based on 
comments recewed from the World Bank In Wash~ngton and to receive hst of projects to be 
rncluded In current draft, Acres Spec~alrst's EDC's counterpart to revlew and clarrfy changes made 
In draft in response to World Bank's comments, and World Bank representat~ves to revrew status 
of changes made In RFQ 

- Further refinement of Draft Request for Qual~ficatrons based on comments recerved from the I 

Delayed 

World Bank, dated May 2, 1998, and an understandmg of EDC's pos~tron clar~fied In meetmgs 
accepting that 

- Qualrfication cr~ter~a based on a passlfa~l system would be acceptable 
- Four projects wrth mstalled capaclt~es of 24 to 35 MW would be ~ncluded - Qual~ficat~on crrter~a would be set for the group of proposed projects 

Some of the s~gn~ficant revlslons and add~trons made In Draft-7 ~nclude 

- Sectron 1, lnvrtat~on for Prequal~ficatron, rev~sed for both Draft-7 and a draft "advert~sement" 1 
Project Locat~on Map rev~sed to show the locat~ons of the four projects bemg cons~dered for 
development 
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Activity Report 
July - August, 1998 

- Sect~on 2, lnformat~on for Apphcants, revised text and append~ces lncludmg 
-- Paragraphs referrmg to the status of feas~b~hty stud~es and env~ronmental Impact 

assessments, and construct~on schedules for the proposed projects 
-- Annex A 1, Cop~es of Policies, Acts and Regulat~ons Relevant to Power Development In 

Nepal amended to include discla~mer that " These documents are unofficial translations, 
and In case of any d~screpanc~es the Nepal1 version w~ll apply" 

-- Append~x C, Technical Informat~on, rev~sed to Include summary of techn~cal mformation 
for the Khimti 2 hydroelectr~c project from feas~bllity report The sub append~ces for 
Tamur-Mewa, Dudh Koshi and Upper Kamali hydroelectric projects as well as Annex C 1, 
Cop~es of Table of Contents from Feas~bihty Studies and Env~ronmental Impact 
Assessments for these projects, wh~ch had been prepared for Draft-6 was removed from 
the RFQ 

-- Attachment 1, Pr~ce Llst of Available Stud~es and Reports, rev~sed 

- Sect~on 3, Instructions to Applicants, revised and corrected to reflect the changed scope of 
the RFQ document The proposed "Pre-Appl~cat~on Meetmg" in Paragraph 3 6 4 was deleted 

- Section 4, Qual~ficat~on of Applicants, redrafted based on a passlfa~l cnter~a with further 
s~mpl~fications Changes were made In Exhib~t A, Form of Appl~cation, based on the proposed 
projects and refinements for financ~al qualificat~ons 

5 3 Problems Encountered 

In the preparat~on of Draft-7, Request for Qual~ficatrons for Development of Hydroelectr~c Projects on 
BOOT Bas~s a number of Issues remained open, lncludmg 

Updating Section 2 and Appendix B, NEA System Informat~on, based on current performance data 
and development program 

Completion of Append~x C, Techn~cal Inforrnat~on, based on the Feaslbllity Stud~es and 
Env~ronmental Assessments for projects Kabell-A, Rahughat Khola, and L~khu Khola 
hydroelectric projects, based on completed feasib~lity stud~es The complet~on of these reports 
by the MHSP has been delayed Into late September In add~tion, the sub append~x for Kh~mt~ 2 
needs to be completed andlor rev~sed In consultat~on w~th the author of the study reports for thls 
project to ensure correctness of mformat~on 

No further ~nformat~on recewed from current reviews of NEA's Long Term Development Plan for 
Nepal, including forecasted dates for the development of the five proposed projects 

Append~x E requlres further work based on consultat~on with staff experienced In preparat~on of 
the project and power purchase agreements for current pr~vate power developments in Nepal 
such as the Kh~mt~ and Bhote Kosh~ hydroelectric projects 

As a result of these cont~numg requirements In draft~ng a RFQ as well as of the delay In receivmg 
forecasted dates based on NEA1s Long Term Development Plan for Nepal for the ~mplementat~on of 
these projects, all actlv~tres related to the lssulng of RFQ's and subsequent reviews and 
recommendations of prequal~fied developers have been delayed 
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Acfrv~ty Repott 
July - August, 1998 

In addition, revisions to the generic RFP for the Development of Hydroelectric Projects have been 
deferred pending receipt of comments from EDC as well as agreement on the form and content of 
the RFQ 

6 Water Resources Spec~al~st 

6 1 Summary of Act~v~t~es and Delwerables 

Act~vity Status 
I 

1 Prepare a workshop on Project 
Benefit Computer Model (PROBEN) 

6 2 Work Completed/Accompl~shments 

2 Conduct a workshop m Kathmandu 
for EDC and MOWR staff 

A workshop outlrning the background and functions of the PROBEN worksheet was prepared and 
presented to staff from EDC, MOWR and USAID Approximately 20 partlapants (the number varied 
slrghtly from one session to another) took part in the workshop whlch included both a presentation 
and discussion of the worksheet and a hands-on computer trarning sesslon 

The Water Resources 
Speclalist prepared the 
workshop 

The workshop dealt in detail with the mputs required of the model, the output tables as well as the 
calculatrons and linkages within the model A number of related issues were presented These 
rncluded a discussion of the differences between economic and financial analyses, the time value of 
money and the various measures of project worth 

Complet~on Date 
July 29 1998 

The workshop was 
presented to selected EDC 
and MOWR staff, as well 
as other guests 

The workshop concluded with a presentation and discussion of the two new modules that have been 
added to the model, namely the @RISK element for rlsk assessment and the load forecast module 
Sample inputs and outputs of both were presented 

Completion Date 
August 7, 1998 

6 3 Problems Encountered 

The presentation of the matenal used for concept ~llustrat~on In the classroom was made somewhat 
d~fficult by the lack of a d~rect projector for the PC Images The consultant was forced to use black 
and wh~te transparencies mstead Th~s decreased presenter's possib~l~ties of dynam~c mteract~on 
w~th the audience 
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Act~v~ty Report 
July - August, 1998 

The review of the results obtamed by the end of August 1998 when the field actw~t~es were completed 
makes rt apparent that the followmg conclusions could be drawn 

Acres lnternat~onal have fulfilled therr contractual obl~gat~ons, as spec~fied In Amendment #8 of 
the contract w~th USAlD 

A few delwerables specrfied In Sect~on "D" of Append~x 8 of the contract In connectton w~th the 
act~vrt~es of the PDF Admrnistrator and of the RFQ Coordmator were delayed beyond the contract 
terrnrnat~on date due to reasons beyond the control of Acres (MOWR postponed the dec~s~on to 
proceed) 

The trans~t~on from PEP to SP04 was carr~ed out successfully 
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