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DEVELOPMENT COORDINATION 

 
A. Major Development Partners: Strategic Focus and Key Activities  

 
1. Various international development agencies, multilateral and bilateral, have been 

supporting Nepal’s power sector. The Asian Development Bank (ADB), the Japan International 

Cooperation Agency (JICA), Kreditanstalt für Wiederaufbau (KfW), for the German development 

cooperation the European Investment Bank (EIB) of the European Union, and the World Bank 

(WB) have been the major sources of external funding. These assistances have focused on 

sector reforms; generation, transmission, and distribution; and renewable energy development. 

The large hydropower generation projects in Nepal have been financed mainly by these 

development partners (see Table). Other countries, such as the People’s Republic of China, 

Finland, India, the Republic of Korea, the Netherlands, and Norway have also been supporting 

the physical investments in the power sector. 

 

Table 1: Major Development Partners for Large Hydropower Plants 

Development 
Partner 

 

Project Name Duration 
 

Financing 
Amount (million) 

 
 

ADB, JICA, 
EIB, and 
ADFD 

 

Tanahu Hydropower Project 2013–present $500 

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 = Asian Development Bank, ADFD = Abu Dhabi Fund for Development,  EIB = European Investment 

Bank , JICA = Japan International Cooperation Agency, kfW = Kreditanstalt für Wiederaufbau, MW = mega-

watt.  
a
  ADB. 2004. Completion Report: Kali Gandaki "A" Hydroelectric Project in Nepal. Manila. 

Source: Asian Development Bank. 
 

2. In June 2009, the World Bank approved an $89.2 million emergency loan package for 

the energy sector to support rehabilitation of the existing power system, transmission upgrading, 

the strengthening of the distribution network in Kathmandu and micro-hydro village 

electrification. The project also aimed to rehabilitate the Hetauda and Duhabi diesel-fired power 

plants and the Kali Gandaki hydropower plant. In 2010, the World Bank also provided the Nepal 

Electricity Authority with a loan to support a 400 kilovolt cross-border transmission line 

connecting Muzaffarpur–Dhalkebar, and parts of the national grid covering Hetauda–

Dhalkebar–Duhabi. The International Finance Corporation (IFC), which supported Nepal's first 

independent power producer through the 60-megawatt Khimti Hydropower Project alongside 

ADB in 1996, is exploring investment in generation projects for both domestic consumption and 

exports. 

 



Project Preparatory Facility for Energy  
(RRP NEP 47036) 

 

2 
 

3. ADB has so far provided 15 loans totaling $680.6 million for power sector development 

in Nepal including $150 million to the Tanahu project, as well as 25 grants totaling $624.6 

million. After a gap in funding for power sector during 2000–2008, ADB approved a loan of 

$69.5 million for the Energy Access and Efficiency Improvement Project in November 2009. The 

project supported the augmentation of transmission and distribution systems, 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 generation, transmission, and distribution of 

hydropower. Most interventions by other development partners also focused hydropower 

generation, transmission, and distribution on a small scale. Most of these efforts have produced 

useful and measurable results, but they have not been enough to solve the prevailing power 

crisis. The $150 million in support for the Tanahu Hydropower Project approved by ADB in 2013 

will enable storage hydropower generation for domestic use. The government has accorded 

high priority to the project, which will make a critical contribution to mitigating the country’s 

energy crisis. 

 

B. Institutional Arrangements and Processes for Development Coordination  
 

4. A study to create a master plan to develop the Koshi River water resources that received 

JICA support in 1985 identified several technically and economically attractive projects as 

priorities. The government has included feasibility studies and environmental impact 

assessments for two of these hydropower projects—Sun Koshi 2 and Sun Koshi 3—in its 

annual budget and program for 20131. The Department of Electricity Development has initiated 

some desk studies for the projects but additional work has not been done due to a lack of 

funding.  

 

5. An ongoing JICA–Nepal Electricity Authority study for a nationwide master plan for the 
development of dam storage hydroelectric power in Nepal has also identified the proposed Sun 
Koshi 3 and Dudh Koshi projects among the 10 most attractive reservoir-type hydropower 
candidates in the country.  
 

C. Achievement and Issues 
 

6. The government has prepared a 10-year road map for hydropower development during 
2009 - 2019 with the objective of generating an additional 10,000 megawatts of hydropower. 
Nepal needs to develop large-scale reservoir hydropower projects to achieve this but the 
government efforts to attract private investment for such undertakings have failed, although 
some private capital has gone into medium-scale run-of-river projects developed for the 
domestic market by independent power producers.2 Transmission constraints are another 
obstacle to developing new hydropower projects.  
 

                                                           
1
 Government’s fiscal year starts in July  

2
 These producers contributed about 28% of the total available electricity supply in 2011. 
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7. Increasing private sector investment in Nepal’s power infrastructure will need a robust 

pro-investment policy regime with strong political commitments by the government and credible 
off-takers, which in turn can bring prospective developers and third party financiers. High-quality 
technical due diligence is also required to attract serious investors and financiers. On its own, 
the government is not able to provide such due diligence. ADB can help with this technical due 
diligence and play a strategic role as an honest broker by facilitating public–private dialogue to 
resolve impediments to private sector investments. 
 
D. Summary and Recommendation 

 
8. The project preparatory facility will support preparation of various hydropower and 
transmission projects for development through private, public, and public–private partnerships 
(PPPs). The facility will support PPP project development services for the development of one 
PPP flagship investment in hydropower with potential to export hydropower to India, preferably 
under the auspices of South Asia Subregional Economic Cooperation (SASEC) program.3 This 

may serve as a model to pave the way for future projects. The facility’s PPP project 
development services component will support transaction execution including project 
structuring, project due diligence, undertaking road shows to generate investor interest, and a 
concession agreement for a selected hydropower project. 
 
9. Development partner coordination to support effective use of resources and to achieve 
development effectiveness is of immense importance. ADB has been a longstanding partner in 
Nepal’s power sector. ADB will continue to coordinate with Nepal’s other development partners 
and participate in the sector activities. Further coordination and discussion will be conducted 
with such development partners as the WB, the EIB, JICA, and others during the project 
investment stage. 
 

                                                           
3
 SASEC General Meeting held on 9 November  2012 in Thimphu, Bhutan endorsed several subregional energy 

cooperation initiatives including (i) feasibility study of large export-oriented hydropower projects and (ii) a second 
cross-border transmission line in Nepal for implementation during 2013-2014. 


