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DEVELOPMENT COORDINATION 
 
A. Major Development Partners: Strategic Focus and Key Activities 

1. The power sector in Nepal has received assistance from various international 
development partners. The Asian Development Bank (ADB), the Japan International 
Cooperation Agency (JICA), German development cooperation through KfW, and the World 
Bank have been major sources of external funding, focusing on sector reforms; generation, 
transmission, and distribution; and renewable energy development. The five largest hydropower 
generation projects in Nepal were financed mainly by these donors (Table 1). Physical 
investments for smaller-scale power generation have been supported largely by bilateral donors 
from the People’s Republic of China, Finland, India, Republic of Korea, and the Netherlands.  
 

Major Development Partners – Large Hydropower Plants 

Development 
Partner   Project Name Duration 

Financing Amount 
(million) 

JICA The Nationwide Master Plan Study on 
Storage Type Hydroelectric Power 
Development 

2010–present ¥176 

ADB Detailed Engeneering Study for the Upper 
Seti Hydropower Project 

2010–present $4.5 

JICA Upgrading Feasibility Study on Upper Seti 
(Damauli) Hydroelectric Project 

2010–present ¥190 

KfW Middle Marsyandi Hydroelectric Project 
(72 MW) 

2001–2008 €180 

ADB, JICA Kali Gandaki "A" Hydroelectric Project 
(144 MW) 

1996–2002 $137.9 (ADB) 
$98.9 (JICA)

a
 

ADB, IFC Khimti Hydropower Project (60 MW) 1996–2000 $140 (ADB, IFC, 
Norway) 

KfW Marsyandi Hydroelectric Project (60 MW) 1989  
JICA Kulekhani No. 2 Hydro Power Station Project 

(32 MW) 
1981–1983 ¥4,005 

JICA/IDA Kulekhani Hydroelectric Project (60 MW) 1975–1978 $68 equivalent 
     
ADB = Asian Development Bank, € = euro, IDA = International Development Association, IFC = International 
Finance Corporation, JICA = Japan International Cooperation Agency, MW = megawatt, ¥ = yen. 
a
 ADB. 2004. Completion Report: Kali Gandaki "A" Hydroelectric Project. Manila. 

Source: Asian Development Bank. 

 
2. KfW supported construction of two hydropower projects: Marsyangdi Hydroelectric 
Project (60 megawatts [MW]) and Middle Marsyangdi Hydroelectric Project (72 MW), owned by 
the Nepal Electricity Authority (NEA). The latter run-of-river project was commissioned and 
synchronized with the national grid in 2009. KfW also supported the project’s community 
improvement program to undertake social development activities in the vicinity of the project.  
 
3. In the 1980s, JICA provided assistance for the development of two storage-type 
hydropower plants, which are now the main power source of the country for the dry winter 
season. JICA and ADB cofinanced the country's largest hydropower project, Kali Gandaki "A" 
(144 MW). The project was completed by NEA in 2002 and rated successful by the ADB project 
completion report.1 Subsequently, JICA conducted a feasibility study for the proposed Tanahu 
Hydropower Project (renamed from the Upper Seti Hydropower Project in 2011) for 2005–2007. 
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  ADB. 2004. Completion Report: Kali Gandaki "A" Hydroelectric Project. Manila. 
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In 2010, JICA also provided a technical assistance grant to help the government prepare a 
national master plan for small or medium-sized storage hydropower projects similar to the 
project.2  
 
4. The World Bank approved an $89.2 million emergency loan package for the energy 
sector in June 2009 to (i) support the rehabilitation of the existing power system, (ii) add 
transmission capacity, (iii) strengthen the distribution network in Kathmandu, and (iv) scale up 
the micro-hydro village electrification program. The project is expected to rehabilitate two diesel-
fired power plants (Hetauda and Duhabi) and the Kali Gandaki hydropower plant. In 2010, the 
World Bank also provided NEA with a loan to support a cross-border transmission line 
(400 kilovolt) covering Muzaffarpur–Dhalkebar and Hetauda–Dhalkebar–Duhabiand. The 
International Finance Corporation (IFC) and ADB supported Nepal's first independent power 
producer for the Khimti Hydropower Project (60 MW) in 1996. IFC is exploring to invest in 
generation projects in the country for both domestic and export purposes. 
 
5. ADB has provided 12 loans totaling $505 million (including $36.5 million for a private 
hydropower project) and 35 technical assistance grants totaling $17.8 million. However, ADB 
did not provide any loans to the energy sector of Nepal between 2000 and 2008. In November 
2009, ADB approved a new project loan of $69.5 million for the Energy Access and Efficiency 
Improvement Project to support transmission and distribution augmentation, generation 
rehabilitation, energy-efficient lighting, and solar or solar–wind street lighting. In 2011, ADB 
financed the Electricity Transmission Expansion and Supply Improvement Project ($75 million). 
ADB's interventions have focused on a mix of hydropower generation, transmission, and 
distribution. Most interventions by other development partners over this decade also focused on 
small hydropower generation, transmission, and distribution. While these interventions have 
mostly produced useful and measurable results, they have not primarily contributed to solving 
the prevailing power crisis. In this context ADB's investment in additional hydropower generation 
is considered highly relevant. The proposed Tanahu Hydropower Project will enable storage-
type generation intended for domestic use. The government is giving it high development 
priority, as it will make a critical contribution to mitigating the country’s energy crisis. 
 
B. Institutional Arrangements and Processes for Development Coordination 
 
6. The project’s feasibility studies were upgraded in 2007 with support from JICA. To further 
promote project preparation, ADB decided to provide two grants of $4.5 million in total. On 
2 September 2010, ADB approved an Asian Development Fund (ADF) grant of $2.5 million for the 
Detailed Engineering Study for the Upper Seti Hydropower Project (the DES). The DES provided 
consulting services to prepare two major engineering design specifications based on (i) civil 
works on geological risk assessments and (ii) plant facilities on technical and hydrological risk 
assessments. A separate project preparatory technical assistance (PPTA) was also attached to 
the DES mainly to promote project structuring and safeguard requirements with a $2.0 million 
grant from the Japan Fund for Poverty Reduction, funded by the Government of Japan and 
administered by ADB. To improve overall project preparedness for complex hydropower 
development, the PPTA is designed to conduct thorough due diligence and concrete 
preparatory works mainly for financial structuring, institutional setup, safeguard planning and 
advance actions, and bid documentation.  
 
7. ADB has been collaborating with JICA for subsequent processes of detailed design, 
financing, and due diligence through a series of joint missions. Based on the successful 
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  JICA. 2010. The Nationwide Master Plan Study on Storage Type Hydroelectric Power Development. Tokyo. 
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cofinancing of the Kali Gandaki "A" Hydroelectric Project, close coordination with JICA will be 
key to ensuring synergy of ADB assistance in generation development in Nepal. Since JICA 
prepares a road map for hydropower development, it will be crucial to use the Tanahu 
Hydropower Project to demonstrate how to lower development barriers for similar types of 
hydropower projects.  
 
8. In 2012, the Abu Dhabi Fund for Development (ADFD) and the European Investment 
Bank (EIB) expressed their keen interest in cofinancing. The government officially asked both 
institutions for their cofinancing. While the Tanahu Hydropower Project is the first intervention in 
Nepal for these two development partners, their participation will be crucial in supporting the 
large funding requirements for the project. The partnership approach of the donors will also 
provide a clear message of international support for the national project, besides sharing risks 
and complying with international best practices.   
    
C. Achievement and Issues 
 
9. ADB has been acting as a lead arranger and financier for the project. While JICA is 
expected to finance the hydropower plant’s equipment and powerhouse in parallel, ADFD and 
EIB are expected to jointly finance the hydropower plant’s headworks with ADB. Procurement 
under ADB financing will follow international competitive bidding in compliance with ADB 
Procurement Guidelines (2010, as amended from time to time) with such modifications and 
waivers as ADB will have agreed to for this project. Considering the joint nature of the financing 
and the eligibility policies of ADFD and EIB, the bid prequalification process is open to firms, 
subcontractors, and materials from any country eligible under ADB, ADFD, or EIB financing, and 
it is proposed to allow the procurement of civil works contractors, subcontractors, and materials 
for the project also from countries that are not ADB members. For effective coordination 
between the cofinanciers, ADB will sign a procedural agreement with JICA and another 
agreement with ADFD and EIB for collaborative cofinancing to ensure mutual cooperation, 
coordination, and information exchange after each cofinancier approves the project. 3  
 
D. Summary and Recommendation 
 
10. Donor coordination to support effective use of resources and to achieve development 
effectiveness is of immense importance. ADB will continue to coordinate with the development 
partners and participate in the sector activities. Further coordination and discussion will be 
conducted with ADFD, EIB, and JICA during project implementation. 
 

                                                
3
   For effective coordination among the cofinanciers, collaborative cofinancing documents will be signed with each of 

the cofinanciers.ADB, ADFD, and EIB have already negotiated the principles that will govern their collaboration 
and coordination in respect of the jointly financed procurement package. The minuets of discussion was also 
signed between ADB and JICA. 




