
Tanahu Hydropower Project (RRP NEP 43281) 

DESCRIPTION OF TECHNICAL ASSISTANCE 
Support for Sustainable Energy Management and Reforms 

 
A. Methodology and Key Activities 

 
1. The capacity development technical assistance (CDTA) aims to work on reform 
programs on the power sector and strengthen the sector’s key framework to ensure the 
sustainability of the sector-wide systems for hydropower development in Nepal. CDTA will focus 
on five components:   
 

(i) functional support to establish and implement tariff rationalization mechanisms of the 
Electricity Tariff Fixation Commission (ETFC) as an autonomous body,  

(ii) time-bound reform actions for the Nepal Electricity Authority (NEA) to implement a 
financial restructuring plan (FRP), management reforms and selected asset spin-off,  

(iii) demonstration of a public private partnership (PPP) structure based on standardized 
contractual documents for NEA and Department of Energy Development (DOED), 
Ministry of Energy, and equity sale programs for the Tanahu Hydropower Limited 
(THL),  

(iv) formation of effective small and medium size hydropower investment and development 
policies and strategies for DOED based on comparative studies of development road 
map and investment models with neighboring countries, and  

(v) commercial-oriented comprehensive corporate policies and management systems of 
NEA and some subsidiaries including THL to cover ranging from technical and 
financial management to equitable community benefit sharing and safeguard practices.  

 
2. Tariff reforms. To attract investment for hydropower and ensure the sector’s 
sustainability, an appropriate regulatory framework will have to be established by issuing clear 
regulations and setting up the regulator’s institutional capacity. At present, ETFC is allowed to 
regulate NEA’s retail tariffs only. The sector’s tariffs will have to be annually adjusted and 
determined in a transparent manner under appropriate rules and guidelines. ETFC and its 
successor entity will regulate functional tariffs for generation, transmission, and distribution to 
ensure a full cost recovery and operational efficiency. These mechanisms and practices will 
further be put in place regularly through capacity development support from CDTA.   
 
3. NEA restructuring. Inadequate and unreliable power supplies are a function of low 
investments and poor upkeep of existing facilities. These are also affected by weak financial 
and management of NEA who is a single buyer and network operator. Detail of FRP will have to 
be defined in an implementable manner and implemented to ensure NEA financial and 
operational sustainability. Along with FRP, NEA management structure will also be reformed. 
The schemes can include spin off of selected assets of NEA and disinvestment and partnership 
with experienced operational partners. The concrete plans will be formulated and clear actions 
will be set up with the government in close consultation with other key donors.   
 
4. PPP arrangements and share sale. The government has been exploring PPP for 
hydropower projects. Private investment and participation is crucial to meet acute shortage of 
power generation and exploit vast potential of hydropower. One special feature of the Tanahu 
Hydropower Project is selling an equity stake in THL. A sale of either a majority or minority 
stake of THL could generate significant revenues to kick-start other investments. This 
transaction process will be put in place and supported by the consultant. Proceeds could also 
be used to restructure and recapitalize NEA. If a minority stake is involved, then the divestment 
program will need to combine the co-ownership with a management contract. Any PPP 
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project(s) will also be identified for demonstration and provided advisory support using 
internationally acceptable commercial documents including a project development agreement, a 
power purchase agreement, and/or a management contract for initial project structuring 
scheme.1   
 
5. Other development and institutional capacity improvement. THL is ring-fenced from 
NEA structure. It will have commercial-oriented corporate policies and practices along with 
implementation of the Tanahu Hydropower Project. To ensure appropriate institutional 
governance, they will cover procurement, accounting and financial management, technical 
operations, safeguards, human resources, 2  and gender and community involvement. The 
framework should be applied to other subsidiaries of NEA subsequently.   
 
B. Implementation Arrangements 
 
6. The executing agency (EA) will be DOED, MOE and the implementing agencies (IAs) 
are ETFC, NEA, and its subsidiaries including the Tanahu Hydropower Limited (THL). DOED 
will be oversee day-by-day CDTA implementation. DOED, ETFC, NEA and its subsidiaries will 
help the consultants liaise with other government ministries and agencies, local authorities, and 
other stakeholders in the project areas, and obtain data and documentation from them. They will 
assign the counterpart staff for each expertise areas for on-the-job-training and skills transfer. 
DOED will provide sufficient office space, furniture, and support facilities to the CDTA 
consultants on time.  
 
7. The CDTA will be implemented over 24 months from April 2013 to May 2015. It will 
require 51 person-months of consulting services (39 international and 12 national). ADB will 
engage a consulting firm or consortium of firms using its quality- and cost-based selection 
procedures in accordance with the Guidelines on the Use of Consultants (2010, as amended 
from time to time). Equipment financed by the CDTA will be procured under ADB’s Procurement 
Guidelines (2010, as amended from time to time). The CDTA will be disbursed in accordance 
with ADB’s Technical Assistance Disbursement Handbook (2012, as amended from time to 
time) and any appropriate trust fund policy guidelines. 
 
C. Cost and Financing  
 
8. CDTA will be financed by $1,500,000 on a grant basis by the Japan Fund for Poverty 
Reduction (JFPR), and administered by ADB. The Government of Nepal will provide local 
currency costs through in-kind contributions, including office accommodation, facilities, data, 
and other information. The detailed cost estimates and financing plan are given in Table 1. 
 
 
 
 
 
 
 
 
 
 

                                                
1
 A Upper Modi A Project can be considered as a PPP candidate. 

2
 THL recruitment policy and pay scale will be set up outside ones of NEA.   
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Table 1: Cost Estimates and Financing Plan 
($’000) 

    Total 

Item   Cost 

A. Japan Fund for Poverty Reduction
a
   

  1.  Consultants   

       a.  Renumeration and Per Diem   

            i.   International Consultants (39 person months)       1,061.2  

            ii.  Domestic Consultants (12 person-months)            48.0  

       b.  International/Local Travel          234.0  

       c.  Reports and Communications              3.0  

  2.  Equipment
b
            12.8  

  3.  Workshops, Resource Persons, and Seminars & Conferences            10.0  

       a.  Facilitators   

       b.  Training Program   

  4.  Vehicle Rental              9.0  

  5. Miscellaneous Administration and Support
d
              2.4  

  6. Contingencies          119.6  

Total        1,500.0  
a
 Administered by the Asian Development Bank.  

b 
The equipment will become the property of the EA at the end of the TA. The equipment will include 2 

computers, 1 printer, 1 scanner, 1 fax machine, and 1 copy machine. 
c 
Includes $9,000 for temporary rent of vehicles to visit the EA and IAs including NEA’s subsidiaries 

located out of Kathmandu. 
d 

Includes office utilities. 

Source: Asian Development Bank estimates. 
 

D. Outline Terms of Reference  
 

9. The consultant team will cover ten areas of expertise: (a) power sector management, (b) 
financial management, (c) tariff analysis, (d) regulatory and legal aspects, (e) investment (f) 
information technology, (g) human resources and institution, (h) environment, (i) social 
development, and (j) contract and procurement. An international expert in power sector 
management will be the team leader, who will coordinate the inputs of all the other consultants, 
provide quality control on all outputs, harmonize proposals and recommendations, and ensure 
that the consultation process is adequate in terms of the stakeholder's participation and 
ownership.  
 
10. The consultants’ outline terms of reference will include, but not necessarily be limited to, 
the following tasks: 
 
11. Power Sector Management Expert (international, 8 person-months) 
 

(i) Propose development strategies to the EA and IAs for each of hydropower 
development types and sizes, particularly to make synergy effects with JICA’s relevant 
technical cooperation for preparing a small and medium size hydropower development 
master plan.3 

                                                
3
 JICA. 2010. The Nationwide Master Plan Study on Storage Type Hydroelectric Power Development. 
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(ii) Review the existing regulations, policies, and plans for hydropower development, and 
assess the sector’s constraints for hydropower development. Prepare the sector 
assessment including the power sector performance and reforms, key 
challenges/opportunities, barriers and risks associated with hydropower projects.  

(iii) Group potential hydropower projects into generic categories such as domestic or 
export, run-of-river or storage, or small or large capacity. For each category, evaluate 
options for ownership, structures, governance, pricing, returns, risks, and incentives of 
investments. Develop a strategy for hydropower development, and formulate a time-
bound sector road map for policy actions as well as a long-term investment plan.  

(iv) Develop strategic power system planning including power export and import strategy, 
demand and supply forecasting, and media strategy for facilitating investment.  

(v) Strengthen DOED’s project identification capacity and bid management and set up 
consistent procedures for sequencing priorities of projects for private participation. 

(vi) Clarify advantages and disadvantages of a public private partnership model and 
promote a demonstration structure (e.g., the Upper Modi A Project) with NEA.    

(vii) Set up the government’s roles (e.g., guarantee mechanisms and criteria). 
(viii) Assess and formulate the benefit sharing among the project's stakeholders, particularly 

local governments and communities.  
(ix) Review and assess an appropriate structure and governance framework between NEA 

and its subsidiaries with other experts.  
(x) Formulate a time-bound plan to realize the NEA reforms, including its selected asset 

spin-off. 
(xi) Set up a roadmap for an institutional capacity development programs for each of the 

EA and the IAs with other experts.  
(xii) Strengthen DOED’s one-stop window functions for investment in hydropower projects 

from both public and private sectors.  
(xiii) Assess the EA's and IAs’ management capacity to manage hydropower development 

projects. Identify priorities for institutional capacity building with time-bound action 
plans with other experts. 

(xiv) Help NEA ensure the end users’ affordability mechanism (e.g., any installment 
payment scheme) for new connection of rural electrification when required.   

(xv) Support THL/NEA in finalizing the negotiations of the project management contract 
and its related agreements if any.   

(xvi) Serve as a resource person for in-house seminars and workshop organized with other 
experts. 

 
12. Financial Management Expert (international, 5 person-months) 
 

(i)    Review each action scheme in NEA’s FRP and propose a concrete action and 
schedule to be implemented.  

(ii)    Develop and assess financial projections to simulate results based on each action of 
FRP.   

(iii)    Analyze forecasted load growth and the function-wise sector’s revenues and costs in 
relation to tariffs, cost recovery, and cross-subsidy among customer groups and in the 
power sector’s value-chain process.  

(iv)    Review the existing financial management systems of NEA and THL and develop a 
capacity development plan. 

(v)    Support NEA and THL in carrying out the fund flow and disbursement mechanism for 
the Tanahu Hydropower Project if any.  
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(vi)    Develop a new corporate accounting policy, financial reporting, governing regulations, 
and corporate governance mechanism suitable for ETFC and NEA’s subsidiaries (e.g., 
THL) when required. 

(vii)    Develop manuals and guidelines for managerial accounting, cost accounting, 
budgeting, asset management, risk management, internal controls, and auditing 
suitable for ETFC and the NEA’s subsidiaries when required.   

(viii) Collaborate with the information systems expert in determining the management 
information systems for financial management of ETFC and NEA’s subsidiaries (e.g., 
THL). 

(ix)    Help strengthen internal auditing and internal control functions of NEA and THL and 
finalize internal audit reports timely. 

(x)    Help resolve the issues raised by auditors of financial statements of NEA and THL.    
(xi)    Serve as a resource person for in-house seminars and workshop organized with other 

experts in doing the above tasks. 
 
13. Tariff Expert (international, 5 person-months) 
 

(i)    Develop principles and procedures covering the following issues including (a) financial 
performance targets, (b) revenue requirement determination, (c) structuring tariffs 
toward full cost recovery and minimization of cross-subsidy, (d) targeting and 
delivering subsidies, and (e) incentive-based regulation with particular reference to 
incentivizing loss-reductions, on the international practices.  

(ii)    Develop a manual for studying costs of services on the international practices.  
(iii)    Set up norms and methodologies for tariff setting of generation, transmission, and 

retail supply on the international practices.  
(iv)    Establish norms of power purchase agreements and cost based tariff mechanisms 

based on the international practices.  
(v)    Develop uniform systems of accounts, annual revenue requirements, performance 

reporting and application formats for tariff filing submissions.  
(vi)    Develop a toolkit for tariff setting and multi-year tariff principles. 
(vii)    Develop customer service standards including consumer care, complaint handling, 

grievance redress mechanisms.   
(viii) Help conduct customer’s awareness outreach programs.  
(ix)    Support NEA and THL in finalizing and/or revising a power purchase agreement if any.  
(x)    Serve as a resource person for in-house seminars and workshop organized with other 

experts. 
 
14. Regulatory and Legal Expert (international, 4 person-months; National 4 person-
months) 
 

(i) Review tariff related regulations and policies and propose any amendments if any. 
(ii) Set up judicial grievance and dispute resolution mechanism.  
(iii) Guide and promote commercial arrangement requirements including power purchase 

agreements, concession agreements, and shareholders agreements on international 
practices. 

(iv) Develop performance standards for utilities operations for enforcement and monitoring 
purposes and set up the performance base regulations.   

(v) Develop (a) grid, distribution and metering codes; (b) interconnection codes; (c) 
operational performance standards in transmission and distribution; (d) system 
security standards; (e) supply regulations; (f) safety regulations; (g) power system 
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planning standards; (h) sharing of assets and common facilities; (i) captive plant 
regulation, with other experts. 

(vi) Develop governance codes of THL and NEA. 
(vii) Serve as a resource person for in-house seminars and workshop organized with other 

experts. 
(viii) Support the contractual negotiation process with stakeholders in tendering, 

procurement, and financial arrangements and agreements as necessary. 
 
15. Investment Expert (international, 4 person-months) 
 

(i) Assess overall mitigation measures to improve investment climate in hydropower 
development in Nepal. Incorporate their requirements and impacts in the overall 
project design.  

(ii) Review the existing Nepal’s financial market, associated policies and regulations to 
assess local financing potential. 

(iii) Present investment policies, models and mechanisms in neighboring or similar 
countries based on comparative studies.    

(iv) Promote the project structure of public private partnerships (PPP) and support 
strategic communications among stakeholders such as government ministries and 
agencies, potential private parties on PPP.  

(v) Conduct a financial structuring study for the PPP demonstration project.  
(vi) Support THL and NEA in promoting negotiations with any capital contribution from a 

selected private party who has experienced management and operations of projects 
similar to the Tanahu hydropower if any.  

(vii) Update investment plans of NEA and its subsidiaries based on the financial projection 
models.   

(viii) Set up a risk management mechanism for NEA’s subsidiaries such as THL. 
(ix) Support THL’s equity sharing with local investors in accordance with the laws and 

regulations.   
(x) Prepare and conduct training needs assessment and develop capacity building for 

project finance and treasury function. 
(xi) Facilitate potential investors, and prepare and evaluate pre-qualification and bid 

documents for the PPP demonstration project. 
(xii) Serve as a resource person for in-house seminars and workshop organized with other 

experts. 
 
16. Information System Expert (international, 2 person-months) 
 

(i) Review the EA and IAs’ existing information systems. 
(ii) Assess options for an integrated management information system (MIS) in terms of 

costs (hardware, software, and implementation), timeframe, objectives, and products 
such as enterprise resources planning (ERP), or customized information systems. 

(iii) Develop an IT strategy and road map to implement MIS. 
(iv) Design the hardware and software specification for bidding documents and assist in 

evaluating and selecting the system implementation partner/vendor. 
(v) Assist project management for the MIS implementation.  
(vi) Establish a robust internet website for DOED, ETFC and NEA’s subsidiaries for 

strategic communications.  
(vii) Serve as a resource person for in-house seminars and workshop organized with other 

experts. 
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17. Human resources and Institutional Expert (international, 2 person-months) 
 

(i) Review and assess the responsibilities, organizational setup, and internal 
administrative processes for each of the EA and IAs. 

(ii) develop and help implement a plan for institutional strengthening relative to 
organizational structure, operations, systems, program resources, and resource 
management (including financial, technological, human, and physical resources), 
internal audit, and accountability mechanisms, for each of the EA and IAs.  

(iii) Develop and implement a corporate performance management system (e.g., key 
performance indicators at corporate, strategic business unit, functional and individual 
levels) for each of the EA and IAs.  

(iv) Design and introduce a performance based incentive scheme in human resources 
management. 

(v) Assist ETFC and NEA’s subsidiaries in defining human resources issues such as pay 
scales, designations, and service conditions, if any. 

(vi) Incorporate provision for stakeholder consultation and monitoring mechanisms in case 
any negative impacts on human resources are foreseen in NEA restructuring planning.   

(vii) Serve as a resource person for in-house seminars and workshop organized with other 
experts. 

 
18. Environmental Expert (international, 3 person-months; National 4 person-months) 
 

(i) Develop corporate environmental safeguard guidelines and frameworks for 
hydropower development based on relevant international standards and guidelines. 
Pay special attention to safety, water quality, cultural and ecological impacts to set up 
the baseline information for monitoring. 

(ii) Prepare environmental management plan (EMP) manuals for hydropower project 
affected areas and the river catchments including upstream and downstream areas. 
Include monitoring programs (indicators, frequency, and reporting), and include 
methodologies for mitigating measures, and budgets and institutional arrangements to 
implement them, and assess proper environmental benefits and risks. Include manuals 
for livelihood restoration programs in EMP.   

(iii) Develop environmental monitoring systems and safeguard monitoring reports. Support 
NEA and THL in implementing safeguard plans and their monitoring if necessary.    

(iv) Assist NEA in developing the environmental impact assessment and safeguard plans 
for the PPP demonstration project based on the corporate policy frameworks. 

(v) Assess and incorporate design and management to adapt the climate change and 
improve safety measures. Set up checklists for any environmental and climate change 
risks (e.g., flush floods and glacial lake outburst floods) and their mitigation measures.  

(vi) Establish approaches of public consultations and communications with stakeholders 
including donors, civil society, NGOs, and media when applicable.   

 
19. Social Development Expert (international, 3 person-months; National 4 person-months) 
 

(i) Develop corporate social safeguard and gender mainstreaming guidelines and 
frameworks for hydropower development based on relevant international standards 
and guidelines. 

(ii) Develop corporate social impact monitoring systems and safeguard monitoring reports 
including monitoring indicators to ensure the safeguard implementation and poverty 
reduction effects. Support NEA and THL in implementing safeguard plans and their 
monitoring if necessary.    
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(iii) Help NEA ensure the end users’ affordability mechanism (e.g., any installment 
payment scheme) for new connection of rural electrification when required. 

(iv) Incorporate social requirements of public consultation and/or stakeholder participation 
in tariff regulations and their rules and guidelines.     

(v) Assist NEA in developing the social impact assessment and safeguard plans for the 
PPP demonstration project based on the corporate policy frameworks. 

(vi) Develop and help NEA and THL implement corporate social action programs and 
community development plans and gender equality and social inclusion action plans in 
a participatory approach. Explore partnerships with host communities, grassroots 
NGOs and civil society for planning and implementation if available. Support NEA and 
THL in implementing any specific plans and their monitoring if necessary. 

(vii) Develop THL’s and NEA’s manuals for community development plans, livelihood 
restoration programs, and gender mainstreaming with other experts.  

(viii) Develop corporate systems for measuring and checking compliance with social 
safeguard requirements acceptable internationally.  

 
20. Contract and Technical Management Expert (international, 3 person-months) 
 

(i) Review the EA and IAs’ procurement and inventory management systems. 
(ii) Develop a policy and manuals for procurement, process, contracts, operations and 

maintenance, and inventory management. 
(iii) Set up technical standards for hydropower development for the EA and IAs. 
(iv) Assess a technical feasibility for the PPP demonstration project. 
(v) Support the contractual process with EA and IAs in tendering, procurement, 

negotiation, and financial arrangements and agreements as necessary.  
(vi) Support NEA and THL in promoting their procurement processes of the Tanahu 

Hydropower Project if necessary. 




