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SECTION I — Contractor’s Report

I.1. Summary and Highlights of Activities

A. Introduction

Primary objective of International Resources Group’s (IRG) contract is to provide
technical assistance and associated training services to the Department of Electricity
Development (DOED) of the Ministry of Water Resources (MOWR) and other agencies
of the Government of Nepal (GON) to increase private sector participation in hydropower
development, in support of US Agency for International Development (USAID) — GON
Strategic Objective 6 (SO6).

The current contract is referred to as Private Sector Hydropower Development Project — 2
(PSHDP-2). The scope of work under PSHDP-2 comprises 26 interrelated activities to
support SO6. To facilitate management and improve resource use efficiency, IRG has
divided these 26 activities under the following six broad categories:

- Policy, Legal, Regulatory, and Institutional Strengthening;
- Power Marketing;

- Project Finance;

- Public Outreach;

- Environmental (and Social) Impact Assessment; and

- Training Support.

In order to manage these activities, IRG developed 13 Activity Implementation Plans
(AIPs). As agreed to with USAID and DOED, we used our AIP system to develop our
work plan for 2005 (WP 2005). We have reported our progress in this report using the
same AIP system. We have related 26 contract activities to the AIPs for ease of reference
to our contract requirements.

A summary of major accomplishments during the reporting period is provided below in
Section B. Section 1.2 provides details of the expected results and progress indicators
under PSHDP-2. Section 1.3 provides functional description of actions undertaken during
the reporting period to achieve our goals. In Section 1.4, we discuss our progress during
the reporting period under each of the 26 contract activities. Project personnel, cost, and
performance data is presented in Section 1.5. Section II includes USAID Cognizant
Technical Officer’s (CTO) report covering the reporting period.

B. Summary of major accomplishments during reporting period

Major milestones, activities, and events during the reporting period are listed below:

- Assisted DOED to review power sector roadmap prepared by Asian Development
Bank (ADB) consultant under the Power Sector Reform Project; developed
alternative institutional structures/responsibilities for licensing hydropower
projects and project compliance monitoring activities for input to ADB report
(AIP 1.1, 1.2)

- Prepared for GON review, a draft of new Electricity Act (EA) to legislate the
Hydropower Development Policy (HDP) 2001 (AIP 1.1, 1.2); discussed the draft



with GON’s Legal Review Committee and other GON agencies over a 3-day
period in December 2004; a revised draft will be prepared in January 2005
Prepared a discussion draft of the new Nepal Electricity Regulatory Commission
(NERC) Act and discussed with senior officials of MOWR, Ministry of Law and
Justice (MOLJ), Water and Energy Commission (WEC), and DOED; prepared a
revised discussion draft to address agencies’ comments; this document is being
used to prepare the first draft NERC Act in Nepali (AIP 1.1) in early January 2005
Prepared outline plans for staffing, training, and budget to strengthen the
Electricity Tariff Fixation Commission (ETFC) to carry out its functions as a full
regulatory body as the new NERC as mandated by HDP 2001 (AIP 1.1); discussed
the details with GON agencies; a draft implementation report is under preparation
Prepared outline plans for staffing, training, and budget to strengthen the DOED
to perform its expanded functions under HDP 2001(AIP 1.2); discussed the details
with GON agencies; a draft implementation report is under preparation

Continued developing draft discussion Public Outreach Program (POP) report to
incorporate comments from stakeholder workshop conducted in April 2004; a
draft POP is being prepared in consultation with the DOED and other GON
agencies (AIP 2.1)

MOWR approved DOED/IRG Manual for Conducting Public Hearings in the
Environmental Impact Assessment (EIA) process for developing hydropower
projects in Nepal (AIP 2.1); the Manual was published for distribution to EIA
practitioners

Submitted Final Manual on Gender Participation in Hydropower Development to
MOWR for approval for publication (AIP 2.1)

As part of PSHDP-2’s cooperative effort with other donor agencies, IRG attended
four-day workshops organized by the Ministry of Population and Environment
(MOPE) and the Norwegian Agency for Development (NORAD) on EIA capacity
building program for MOPE (AIP 2.1)

In consultation with DOED prepared the final draft of a brochure on hydropower
licensing and development procedures to assist project developers (AIP 2.1)
Prepared a report on alternative approaches for pre-qualification of applicants for
developing medium-sized (25-30 MW) hydropower projects to assist DOED to
obtain MOWR approval to abandon the pre-qualification process started in 1999
and to start a fresh pre-qualification of potential developers for medium-size
hydropower projects under a Build, Own, Operate, and Transfer (BOOT)
mechanism (AIP 8.1); prepared a Request for Qualification (RFQ) document for
the fresh pre-qualification process and assisted DOED to initiate the process. The
project(s) may be partially funded by the World Bank’s $35 million Power
Development Fund (PDF)

Initiated review and revision of the Request for Proposal (RFP) and model Power
Purchase Agreement (PPA) prepared in 2000 for project development under the
BOOT mechanism

Organized discussions among the Nepal Electricity Authority (NEA), Independent
Power Producers’ Association of Nepal (IPPAN), and DOED to identify
mechanisms to provide access for interested stakeholders to existing NEA and
Independent Power Producers (IPP) transmission line system; IRG’s continued
discussions with NEA, IPPs, and DOED indicate a need for focused feasibility
study for a transmission corridor development by private sector



Assisted DOED to review Operation and Risk Management Manual and the
Financial Management System Manual submitted by the PDF Administrator (AIP
8.1)

Submitted draft report on Distribution and Use of Hydropower Royalty Revenue
to DOED for review (AIP 11.1)

Prepared a draft Manual on Impact Assessments and Mitigation Measures for
DOED review (AIP 20.1)

Feasibility studies and EIAs are in progress for the Maya Khola and Khare Khola
small hydropower projects; the schedule for completion has been extended by 3
months to accommodate difficulties encountered to commence field studies in
summer 2004 because of insurgency issues. Engineering and environmental field
investigations are underway

In consultation with DOED and USAID, IRG has decided not to pursue the
feasibility study/EIA for the Roshi Khola project (AIP 26.1); PSHDP-2 did not
identify other small hydropower projects for feasibility studies. Instead, IRG, in
consultation with DOED and USAID, is assessing the usefulness to conduct a
feasibility study for transmission line corridor (s)

. Opportunities, Constraints, Issues, and Recommendations

The PDF Administrator is on board and operational and risk management
procedures as well as financial monitoring and reporting systems are being
finalized. The PDF Administrator should be fully functional in the next 1-2
months

GON has refocused efforts to get a medium sized hydro project development
under BOOT mechanism for possible funding under the PDF. A fresh pre-
qualification of potential bidders is expected to be completed by June 2005 which
will be followed by issuance of an RFP immediately thereafter

Following the recommendations of power sector reform roadmap developed by
ADB consultant, the GON has committed to enacting new legislations and
amendments to existing legislations needed to implement the reforms in the first
half of 2005. PSHDP-2 is actively engaged in drafting a new EA, a new NERC
Act, and amendments to related existing Acts

A new Chairman of the ETFC was appointed by the Cabinet on December 9, 2004
to replace the previous Chairman who retired in June 2004. The delay in the
appointment a new Chairman of the ETFC has caused postponement of initiation
of implementation of our regulatory training program to early 2005. PSHDP-2
had two constructive discussion sessions with the new Chairman to assist in
planning for regulatory initiatives in 2005

Increased insurgency activities during the beginning of the year continued to slow
down potential investment activity in the sector. Our subcontractors have had to
delay/reschedule their field investigation work for feasibility studies by three
months because of transportation difficulties attributed to insurgency activities.
However, our subcontractors have not reported any security incidents during their
work



1.2. Expected Results (Outputs and/or Indicators of results)

As a measure of performance under this contract to support SO6, the following
intermediate results (IR) are monitored:

1. IR 6.1- Improved enabling environment for equitable and sustainable hydropower
development

2. IR 6.2 — Strengthened environmental and social assessment procedures with
broadened stakeholder participation

Primary indicators used to assess the IRs under the contract are summarized below:

Indicator SO 6.1 - Private financial commitments for hydropower projects, measured as
cumulative investment amount in millions of US dollars.

Indicator SO 6.2 - Number of private sector firms participating in projects of one
megawatt or greater, measured as growth per year of investment in millions of US dollars.

Table 1 provides details of performance indicators monitored under SO 6.1 and SO 6.2.

Analysis of Results

Although, investments in hydropower development for the year have exceeded SO6
targets, a review of the type of investments for indicator IR 6.1 suggests a slowing down
of overseas investment. Upper Modi (16 MW) development is being constructed with 60
percent Chinese equity. The developer is looking for more domestic debt to reduce
foreign equity investment. This has slowed down project progress. Some movement in
the financing of the 750 MW West Seti project with Chinese financing for equipment and
construction is underway. Construction of Lower Nyadi (45 MW) development has
started. The developer is looking for local investment to supplement overseas financing.
Attracting large overseas investment under current political situation is a major hurdle.

The PDF Administrator should be fully functional shortly and is expected to provide
added impetus to both local and overseas investment in hydropower sector in the next
several reporting periods.

Other indicators, particularly under IR 6.2 show continued growth and exceed target
values.



JuBWaa.IbY Jamod/aInsop |epueuld 4, abeis
salpnis Jo uonajdwo) :¢ abeis

panss| 9sudI| uonelauds) 7 abeis
panss| asudl| ASAINS :T 96RIS 4«

(W S£°0 1ysoy 23104g Aq JuswISaAUL [RUOIPPY (INZ) IPRAN JoMOT {(IWOT$) Hemelpu] 1Mo SIpNPUT — $00T 'AON JO SV «

juowdo[oaap
JomodoIpAy
% 01 %01 %01 %01 %01 %01 %01 %01 '$DAA o1 AKorjod d|qeuresns
palIo)suer) 01 Surp1oode pue
sanekor sopunuIuIod | - 9qeynbs Joj
Jo o, pue PolodQe | JUOWUONAUL | T'T°9
dAne[nwNy 000°LL1 000V91 | LOOTLE | 00 IST | 06E°€6T | 000°€E] ¥8TLI1 00¥°STI TTSS6 100T Juoeamby 03 panqLusip Surqeud Al
$ sonjekoy pasoxdwy | 90S
109(oxd
Jomod
0IpAY
eaud e jo
14! 4! 4! 01 6 8 8 L 9 ¥ 95818 uonoydwod
pIemoy
14! 1 0T o1 4! 8 9 L 9 € o5e1g soge)s juawdojaAap
jueytoduwur 1omodoIpAy
14! 4! €l 01 01 8 8 L 9 7 93u18 possed 21Inso[o d|qeuresns
oAey Je) [eroueury pue
Sy o 89 93 (47 0¢ 8¢ 9T T *+1 95818 sjoofoxd spiemo) | - ojqennbo 1og
Jo Joquinu SuissaiSoxd | juowwosAuL | 19
1002 [e101 syoofoxd Surjqeus NI
ATIE[NWNY) | 10J00S dJeALI] paroxdwy | 90S
juowdo[aAdp
1omodoIpAy
[eauataIdU] 94 94 #81 0T 4! 8 94 4 S[qeute)sns
Aqreroos pue A|
syoofoxd | TeIUSWILOIIAUD
1omodoIpAy 10} ur
SIUQU IO uonedroned 19
dAlje[nuny 944 00% 8LE 993 09¢ 333 2143 LTE €Ce 100T stefjod SN [eroueuyy | 10300s ajeAld | I
JO SUOIIIAL deALd pasearou] | 90S
[enOy  39Gae] [ [empPOy | 398ae] | LempPy | 398ae] | . [endy : jd8ae] enOVy jSae], aneA TedX uone3ais3e | aunsedpy juwe)S | I 10
900¢ 900¢ £00¢ £00¢ $00¢ $00T £00T £00T 200¢ 00T dulppseq : dulpseqg -Sila jojun Jojedipuy S)nsY (O

90S — d[qR L B)e( IUBULIOLId] ] dqeL




T00¢/2z/z uo a1vsn Aq paysiiqelss syabae) pue auljaseq aduewWIoOHdd 90S :3LON

uonedronted
Iop[OYaRIS
el el 9T 0T 59 01 8¢ 01 SJUOWISSISS® pauopeoiq
yoedur [eroos m
/[EIUSWIUOIIAUS | ‘sarnpadold
SUIMIIAQI | JUSWISSISSE
‘pauren ur pauren} | [BIOSPuB e [ €79
dAlg[nuwIny L8 L91 9¢¢ Lyl 0I¢ LTI 94! LTI LOT 100T adoad s[euorssojod | justuuonAUd Al
Jo IoqunN Jo roquuny | peuaySuans | 90S
uonedronred
Iop[OYaRIS
[ejuouIaIOU] 9 9 9 ¥ 9 4 I T SONIUNUIIIOD pauopeoiq
Pparjje P
pue s1op[oyaye)s | ‘sampodord
[e90] | JUOWISSAsse
M PJONpuod | RIS PUB IR | 779
dAljg[nuIny LE Ie 0¢ 94 14 14 81 6l L1 100T sguLeoy | 10M0doIpAY 10§ | JUSWIUONIAUD Al
Joroquny | sSuueay d1qng | paueyduans | 90S
souropIng
[ejuaWIOU] 4 4 9 z 11 z € [euoneurdiul | uonedionied
I P999X0 10 JooWl | IOP[OYNEIS
jey sjesodoxd pauapeoiq
1omodoIpAy ynm
soulopmng |  10j syudwssasse | ‘sarnpaosoid
m 1oedWI [BI00S | JUSWISSISSE
Sulk[dwoo | /[eJUSWIUONIAUD | [eIOOS pUBR (R [ [°7'9
dAlje[nuiny 91 4! LT 4! X4 01 0l 8 L 100¢ SVIS /sVId pasoidde | juowuoIAUd Al
Jo IoqunN Jo roquny | pauayduans | 90S
juowdo[aAdp
19modoIpAy
(rrovun d|qeureisns
Jo [ 33e1Q) Areroos
juepunpay 1918213 pue Aj[e
10 17eMESOW | JUSUIUOIIAUD
Juo jo syoafoxd ur
ur Sunjedronged | uonedronred
SuLIy 10)09s | 79
dAT)R[NWIND) 1002 SsuLy 101095 9yeAlld geaud | Y1
Jo IoqunN Jo Ioquuny pasearou] | 90S
[Py | P3ae] [ empy | PSie] | empy 193ae], [enRVy 1sae], [En)Y FELET } an[EeA 183X uone3da5se 2INSEBIA] Jjupw)E)S [ I 10
900¢ 900¢ $00¢ $00¢ $00¢ ¥00C £00¢ £00C 200¢ 00t Jurppsey | aurpsey -Sia jojyun Jojed1puy S)NSY oS

(Panunuo)) 9OS — IqB L BIe( DUBULIOLId] :] dqeL




1.3. Administrative and Management Activities

A.

Procurement and facilities

Procured and delivered one computer, two scanners, three laser printers, pen
drives, and a digital multi-media projector to DOED

Procured one set of 700+ topographical maps for DOED library along with
appropriate storage facility

Maintained and serviced radio-link Internet connections at the main DOED
building and annex

Continued to maintain DOED website

Continued to provide Information Technology support to DOED staff

Subcontracts

Continued to manage subcontracts with SHAH International Consultants
(SHAH), Butwal Power Company (BPC), and Nepal Consult Limited JV (NCL)
Black & Veatch, IRG’s US subcontractors has informed IRG that it will not be
able to provide services to IRG under this contract because of company
reorganization. IRG is looking into options for such services through overseas
individual and other consultants. At this time, no delay in our activities is
expected because of this issue.

Project personnel

As of December 31, 2004 contractual key resident staff included Krish Krishnan,
Chief of Party, and Rajya Laxmi Bajracharya, Project Administrator. Dr. Rabin
Shrestha continued as Senior Technical Advisor to the project.

Nilu P. Basnyat joined IRG/N team in July 2004 as a full-time Environmental
Coordinator

Significant Meetings

Held project progress meetings with DOED and USAID on July 6, September 21,
and December 16, 2004

IRG participated in a half-day workshop on experience of Vietnam study tour by
the team members on July 23, 2004, organized under ADB Power Sector Reform
Project

Met with representatives of IPPAN to discuss strategies to accelerate power trade
with India and potential bottlenecks to be addressed; in consultation with DOED,
conducted a meeting on August 13, 2004 among DOED, NEA, IPPAN and IRG
on Access to Transmission System

IRG staff attended four-day workshops organized by MOPE and NORAD on EIA
capacity building program for MOPE

At DOED’s request, attended a meeting on August 24 to discuss coordination of
PSHDP-2 efforts on regulatory training activities with USEA Regulatory
Partnership Program among ETFC, DOED and Utah Public Utility Commission
Attended meeting with World Bank environment consultant on PDF on September
21; attended meetings with World Bank PDF missions to discuss BOOT Projects
and PDF implementation on October 5, 2004, October 8, 2004, and December 8§,
2004



- Participated in the Power Sector Reform Workshop held on Nov 2, by ADB
consultants; made presentations highlighting PSHDP-2 efforts to strengthen power
sector institutions and regulatory and legislative support to effect reform

- Participated in a workshop on Private Sector Participation in Hydropower
Development in Nepal: Financing of Hydropower Projects in Nepal through Local
Banks, organized by Winrock International (AIP 5.1)

- Held a meeting with the Nepal Telecommunication Authority (NTA) to discuss
NTA legislation, Structure and Functional details on December 9

- Attended a seminar on Operational Experiences of Small Hydropower IPPs in
Nepal organized by Winrock International, Nepal and Small Hydropower
Promotion Project/GTZ on November 17, 2004

- Participated in the IPPAN workshop on Review of Policies, Acts, and Regulations
related to Hydropower Development in Nepal on Nov 24

- Conducted focused discussion meeting on Dec. 7 with MOWR, MOLJ, WEC,
NEA, and DOED on developing draft of new EA and the NERC Act

- Conducted focused workshops with GON agencies and Legal Review Committee
to review draft EA, Dec. 23, Dec 30-31

E. Out-of-country Training
- Four GON senior staff attended Generation Planning Model Training in Argonne
National Laboratory, IL, USA from August 9-September 3, 2004
- Three GON senior officials participated in the World Renewable Energy Congress
held from August 29-September 3, 2004 in Denver, CO, USA
- Five GON senior officials participated in the World Energy Congress held from
September 5-12, 2004 in Sydney, Australia
- Two GON officials attended HYDRO 2004 held in Porto, Portugal from October
18-24, 2004
- Two DOED staff attended a 3-week Basic Management Course in Asian Institute
of Management in Manila, Philippines, November 8-26, 2004
F. In-country Training
- Supported 11 GON staff to attend the International Conference on Power System
organized by Department of Electrical Engineering, IOE in association with IEEE
from November 3-5, 2004.
- Completed the 4-course second domestic computer training program for DOED
staff

G. Field activities

- IRG’s subcontractors, BPC and NCL continued field studies and environmental
investigations as part of feasibility and EIA studies for Khare Khola and Maya
Khola projects during this reporting period.

1.4. Progress by AIPs

Following table provides output from the Nepal Hydropower Management System
(NHMS) for monitoring progress of our activities. The NHMS output indicates progress
for the year 2004 consistent with WP 2004.
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I. 5. Personnel, Cost, and Performance Tables

The schedule of short-term technical assistance, cost summary by Contract Line Items (CLINs),
and estimated percent completion by CLIN and by activity for ease of reference (and not by AIP)
at end of current report period are shown on Tables 3 through 6.

TABLE 3. SHORT TERM EXPATRIATE TECHNICAL ASSISTANCE
(July — December 2004)

Name Arrival Date DelI))z;rtteure SItlz;g(fil;;)sf) Nuﬁlll;lelj(s) Assignment
Philip Costas* . . 4 001 AIP 1.3
Ken Lussier Oct 27 Nov 12 17 001 AIP 5.1
Matthew Mendis Oct 31 Nov 5 6 001,002 All AIPs
Ejaz Khan Nov 29 Dec 11 13 001 AlP1.1to 14
Mary Webster Dec 4 Dec 10 7 001 AIP 1.1
Shahid Ahmad Nov 27 Dec 13 17 001 AIP 1.2
Leei Wang Dec 4 Dec 18 15 001 AIP 7.1
Harsha de Silva** Dec 1 Dec 17* 13 002 AIP 2.1
Charles Ebinger Dec 6 Dec 17 12 001,002 All ATPs

*  Provided follow-on assistance in home office
** with four-day break
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TABLE 4. COST SUMMARY BY CLIN
(As of December 31, 2004)

CLIN No. Contract t;l;::tzt‘l f Percent
Budget estima e‘t’ Budget To
€xpenses 10 | 5/31/2004
be claimed by Expenses
12/31/2004 P
CLIN 001 $2,981,228 |$2,170,000 | 72.8%
CLIN 002 $2,218,867 | $1,446,000 | 65.1%
CLIN 003 $497,578 $31,000 6.0%
Total o
(CLINs 1and2) | 35200095 83616000 | 69.5%
(CLINST{”;] and 3y| S5097:673 83,647,000 | 64.0%
9 9

TABLE 5. PERCENT COMPLETION BY CLIN

(As of December 31, 2004)

CLIN

Title Estimated Estimated
Expended Activity
Resources Completion
Percent Percent
001 Improveq enabling environment for equitable 72 8% 65%
and sustainable hydropower development
Strengthened environmental and social
002 | assessment procedures, with broadened 65.1% 75%
stakeholder participation
003 Conduct Feasibility Studies and EIAs 6.0% 25%

(subcontract expense only)
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TABLE 6. PERCENT COMPLETION BY ACTIVITY
(As of December 31, 2004)

Activity
Number

Activity Description

Percent
Complete

CLIN 001 — Improved enabling environment for equitable and sustainable hydropower

development
1 Support policy, legal, and regulatory reform and strengthen key 70%
institutions
2% Facilitate policy dialogue between GON and civil society groups 50%
3%  |Technical support to the DOED on one or more export projects 30%
4% Technical support to improve the "one window" mechanism 60%
5 Assist DOED in implementing the World Bank's Power Development 90%
Fund (PDF)
6* Improve DOED capacity 75%
7 Identify Issues and Constraints to Power trade under Power Trade 90%
Agreement with India
8 Assist DOED in developing and analyzing project proposals, RFQs and 70%
RFPs from the financial perspective
9 Study and Review of Nepal's finance sector to promote domestic 40%
investment in hydropower
10*  (Improve public awareness and participation in private hydropower 70%
development
11* |Improve transparency of local revenue sharing of hydropower benefits 60%
12+ |Build outreach and education programs to increase public support 50%
through information
13*  |Training Activities - Perform training needs assessment for DOED and 90%
key institutions, complementary to SARI/E training program
14 Training Activities - Build Nepalese capacity for regional energy 80%
development and trade
15  |Training Activities - Train DOED and GON staff on IPPs and power 50%
trade negotiations (Financial issues)
16* |Training Activities - Executive exchange to promote energy reform 40%
consensus
17#  |Training Activities - Study tours to Indian States to learn from 100%
successful sector reforms
26% Feasibility Study and Environmental Impact Assessment of Small (5-10 50
MW) Hydropower Projects (IRG efforts)
Estimated Percent Complete CLIN 001 65%

* These activities support CLIN 001 and CLIN 002
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TABLE 6. PERCENT COMPLETION BY ACTIVITY (Continued)

(As of December 31, 2004)

Activity

Number

Activity Description

Percent
Complete

CLIN 002- Strengthened environmental and social assessment procedures, with

broadened stakeholder participation

18 Train/assist relevant GON agencies in EIA/SIA procedures and public 80%
consultations
19 Improve public hearings and documentation of stakeholder concerns 80%
20 Advance impact monitoring and evaluation of benefits and equity 50%
issues
21 Develop and strengthen EIA/SIA capacity for mitigation, 90%
implementation and monitoring
22 Develop standards for accrediting EIA/SIA Professionals [CLOSED]
23 Develop capacity for EIA/SIAs at or above World Bank or [IUCN 90%
standards
24 Train public on disclosure and public consultation concerning EIA/SIA 60%
25 Facilitate regional info exchange to resolve key issues [CLOSED]
Estimated Percent Complete CLIN 002 75%
Estimated Overall Weighted Percent Complete - CLIN 001 and CLIN 002 67%
CLIN 003- Feasibility Studies and EIAs for Small Hydropower Projects
26 Khare Khola FS and EIA studies 25%
26 Maya Khola FS and EIA studies 25%
Estimated Percent Complete CLIN 003 25%
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SECTION II - COGNIZANT TECHNICAL OFFICER'S (CTO) REPORT

AGENCY FOR INTERNATIONAL DEVELOPMENT
MISSION TO NEPAL

MEMORANDUM
DATE: April 18, 2005
TO: Krish Krishnan, Chief of Party
International Resources Group, Inc.
FROM: Anthony B. Carvalho, CTO
SUBJECT: CTO Comments on IRG’s Semi-Annual Report #6, Private Sector Hydropower

Development Project-2, IRG/USAID Contract No. 367-C-00-02-00011-00 in
support of USAID’s Strategic Objective 6.

Please include the following in Section 2 of the sixth Semi-Annual Report for the period July 1, 2004 -
To December 31, 2004

As highlighted in the report, good progress continued to be made with regard to work plan activities
although the economic and political situation continues to deteriorate due to the Maoist insurgency. A
major milestone achieved during this period was the coordinated effort with the Asian Development Bank
(ADB) consultants to prepare draft roadmaps for Nepal’s Power Sector with the GON Steering Committee
for the power sector reform. The Steering Committee subsequently approved, in principle. IRG’s
roadmaps for reform of the DOED and the Electricity Tariff Fixation Commission (ETFC).

On the down side, increased insurgency activities during the beginning of the year continued to slow down
potential investment activity and fieldwork on feasibility studies.

In general, the first part of this year’s activities may be described as relevant, appropriate, productive
and within schedule. The report accurately describes progress accomplished during the reporting period.

REC'D DATE
NAME [SIGNT DA = |

CC: RCO: Raymond Edler; CO: Ram Gurung % 7
GDO: N. Chanmugam K A 4‘/"?[65]

PPD:Clennings RS
NB

RSI |
RB |
SK |
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