
Additional Financing of SASEC Power System Expansion Project (RRP NEP 44219-018)  

SUMMARY OF PROJECT PERFORMANCE 

 
A. Background 

1. The Asian Development Bank (ADB) approved the South Asia Subregional Economic 

Cooperation Power System Expansion Project on 4 July 2014.1 The loan and grants were 

signed on 11 July 2014 and became effective on 15 January 2015. Additional financing from 

ADB’s Strategic Climate Fund (Grant 0520) was approved on 29 November 2016 and signed 

on 18 January 2017.2 The Government of Nepal signed an agreement for parallel co-financing with 

European Investment Bank on 20 March 2015. The loans and grants are closing on 30 June 2022. 

 

2. The proposed additional financing will not alter the impact and outcomes of the current project. 
The impact will be increased electricity access in Nepal and improved power exchange across the 
border. The outcome will be increased capacity of the national power grid and enhanced renewable 
energy development. The project has two executing agencies: Nepal Electricity Authority (NEA) for 
on-grid components and the Alternative Energy Promotion Center (AEPC) for the off-grid component. 
The additional financing will be provided to NEA to finance the funding gap for outputs 1 and 2.  

 
B. Performance of the Project 

3. The current project is performing well as assessed against the following aspects. 
 
4. Delivery of expected outputs. The current project is progressing satisfactorily and is 
expected to deliver its outputs.  

(i) Output 1: Increasing power transmission capacity. The works in contracts 
under output 1 are progressing and expected to deliver the envisaged output. 
The works under all three awarded contracts under the Kaligandaki corridor 
transmission line are progressing satisfactorily and procurement for the 
remaining contract is expected to be completed in 2018. The Kaligandaki 
corridor transmission line is expected to be operational by 2021. The 
Marsyangdi–Kathmandu 220 kilovolt (kV) transmission line and associated 
substations are expected to be completed by 2020. The Marsyandi corridor 
transmission line works are proceeding well under one awarded contract, with 
the remaining two contracts in the procurement process.3 Construction and 
reinforcement of grid service substations was completed in 2017. 

(ii) Output 2: Improving power distribution network. The output is expected to be 
delivered through the works in progress. The construction of 33 kV, 11 kV and 
0.4 kV distribution lines and distribution substations under three ongoing 
packages is progressing, although with some delays. The NEA, with the support 
of the project supervision consultant (PSC), will continue increased monitoring, 
with completion of works expected by 2019. One contract is under procurement 
and is expected to be signed by September 2018 and completed by early 2020.  

(iii) Output 3: Increasing mini-grid-based renewable energy systems in off-grid 

areas. Three mini-hydro subprojects, with a cumulative capacity of 1.4 

                                                           
1  Asian Development Bank (ADB). Nepal: South Asia Subregional Economic Cooperation Power System Expansion 

Project.  https://www.adb.org/projects/44219-014/main 
2  Additional financing was approved for utility-scale solar photovoltaic project development as an additional output to 

the original project. 
3  The Marsyangdi corridor transmission line is supported by parallel European Investment Bank financing. 

http://www.adb.org/Documents/RRPs/?id=44219-018-3
https://www.adb.org/projects/44219-014/main
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megawatts (MW), are under construction, while one subproject is under 

procurement; the target is to construct 4.3 MW of capacity. Three solar and wind 

hybrid mini-grid subprojects (totaling 90 kW out of a target of 500 kW) have been 

completed; one is under implementation, and two are under procurement. The 

detailed design for the solar and wind hybrid mini-grid project is complete while 

the detailed design for the remaining mini-hydro subprojects is expected to be 

completed within 2018. Procurement completion is expected by 2019. Wind met 

masts have been installed at four sites, with a fifth to be installed in 2018. The 

output is expected to be delivered. 

(iv) Output 4: Providing capacity development for the Nepal Electricity 

Authority and the Alternative Energy Promotion Center. The project will 

continue to provide support for capacity development in NEA and AEPC. The off-grid 

component has individual consultants supporting AEPC implementation and 

monitoring contracts for mini-grid-based renewable energy systems. The NEA 

component has PSC support for implementation and monitoring; a separate 

consultant has started preparation of a distribution system and rural electrification 

master plan for Nepal. Capacity development support will continue throughout 

project implementation.   

(v) Output 5: Utility-scale solar photovoltaic project developed. Progress on the 

component is satisfactory. A request for proposals for developing a utility-scale 

solar photovoltaic project of at least 25 MW has been issued, for which the 

project will provide viability gap funding. The installation is expected to be 

completed by 2019.  The output is expected to be met.  

 

5. Satisfactory implementation progress. As of 21 May 2018, of a total commitment of 
$218.01 million, cumulative contract awards totaled $170.57 million (78%) and disbursement 
$65.76 million (30%), with 48% elapsed time. The project under the NEA component faced 
some delays because of rebidding of packages, but all procurement is expected to be complete 
within 2018. The implementation of the ongoing contracts under all the outputs is generally 
satisfactory. The off-grid component has also been progressing well. Issues regarding financial 
closure for the mini-hydro projects and meeting the target for productive end-use are being 
addressed. AEPC is working with commercial banks to ensure timely financial closure and 
planning for training to increase productive end-use. These issues are not hindering 
implementation, however, with some subprojects already complete, and others under 
implementation, procurement, or preparation of detailed design. Overall, the project is expected 
to be completed by the original closing date of June 2022. 

 
6. Satisfactory compliance with safeguard policy requirements. The current project is 
complying with ADB’s Safeguard Policy Statement (2009) requirements and overall safeguard 
implementation is rated satisfactory. The original project is classified as category B for 
environment. An initial environmental examination with environmental management plans for 
the subprojects were prepared and approved and disclosed. The tree clearance plan for 
various transmission line packages has been approved by Nepal’s Cabinet. The project is 
regularly monitoring safeguard compliance, implementing environmental management plan 
requirements, and submitting periodic environmental compliance monitoring reports on a timely 
basis. On this basis, the project’s overall environmental safeguards performance is considered 
satisfactory.  
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7. The original project is classified category A for involuntary resettlement and category B for 
indigenous people. A combined resettlement and indigenous peoples plan (RIPP) is being 
implemented. Land acquisition for grid substations has been substantially completed. Land 
acquisition for transmission line tower footings is well advanced in those subprojects under 
implementation, loss assessment for rights–of-way (ROW) has been initiated, and the RIPP 
has been updated for the sections where design and alignment has been finalized.4 The 

updated RIPP is under review and will be disclosed on the ADB website following approval.5 

Social safeguards monitoring reports are being prepared and disclosed. The project is also 
facilitating compensation payments to affected persons. There are no major issues, and NEA 
and AEPC are satisfactorily managing any that arise. The recruitment of external monitors and 
submission of external monitoring reports (as required by the RIPP) have not yet taken place. 
However, the executing agencies have committed they will mobilize the external monitor during 
2018. The grievance redress mechanism has been established and is being used by affected 
persons.  

 
8. The institutional arrangements for safeguard implementation are in place. NEA has 
established a safeguards division under its Project Management Directorate with a focal person 
supported by the PSC environment and social safeguard consultants. NEA’s Environment and 
Social Studies Division is implementing the environmental management plan, community 
development activities, and conducting safeguard compliance monitoring and reporting. The 
safety officers and safety stewards of the contractors are coordinating with PSC and NEA to 
ensure all works comply with safeguards and safety requirements. Standard monitoring 
checklists have been prepared and a safeguards orientation is provided to all project staff. 
Corrective measures are being implemented whenever improvements are required. The project 
has established a fully functional and effective safeguards mechanism. 

 
9. Successful management of risks. Successful project implementation is unlikely to be 
threatened by the major risks identified during preparation of the current project, as these are 
being effectively managed and mitigated, as follows. 

(i) Weak regulatory framework. The identified risk mitigation measure was to 

continue policy dialogue with the government to enact legislation relating to the 

Electricity Regulatory Commission. The Electricity Regulatory Commission Act 

was enacted by Parliament on 4 September 2017 and the commission is being 

formed.  

(ii) Financial sustainability of the Nepal Electricity Authority. ADB has 

supported implementation of NEA’s financial restructuring plan and management 

reforms, and strengthening of the Electricity Tariff Fixation Committee’s capacity 

to review retail tariff adjustment petitions. The project will support NEA in 

establishing a pricing mechanism for open access to its power grid for electricity 

exports.  

(iii) Slow decision-making within the Nepal Electricity Authority on project 

implementation. The envisaged mitigation measures are in place. A dedicated 

Project Management Directorate is functioning well; the PSC is supporting the 

NEA; and substantial authority has been delegated to NEA management from 

the NEA board, resulting in timely decision making.   

                                                           
4  Four transmission line subprojects are being constructed by NEA under turnkey contracts; alignment finalization 

and design are in the contractor’s scope of work, and assessment for land acquisition is proceeding following 
award of the contract. 

5  The RIPP will be further updated once the contractors complete the design of all sections. 
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(iv) Weak implementation capacity of the Alternative Energy Promotion Center 
in larger-scale mini-hydro projects. 
The implementation support consultants are assisting AEPC to design, 

implement, and monitor the subprojects.  

 
10. On track rating.  The project has been rated on track in the project performance rating 
since its effectivity in January 2015.  

 

A. Cost Overrun and Financing Gaps 

 
11. The co-financier Norway reduced its grant from $60 million equivalent to $22 million 
equivalent during project implementation, following the 2016 refugee crisis in Europe.6 Based 

on works undertaken, contracts awarded, and revised estimates of contracts still to be awarded, 
NEA estimates that the overall funding gap for the project is approximately $20 million. 
The proposed $20 million in additional ADB loan financing will support (i) the transmission 
subprojects that were originally earmarked for co-financing by Norway; (ii) contingencies that 
were to be funded by Norway; and (iii) a prudent contingency to cover possible cost overruns 
on other subprojects. 

 

B. Conclusion 

 

12. The project is performing well based on the criteria of (i) delivery of expected outputs, 
(ii) satisfactory implementation progress, (iii) satisfactory compliance with safeguard policy 
requirements, (iv) successful management of risks, and (v) an on track rating. The project 
meets ADB’s eligibility criteria for additional financing for projects that are performing well. The 
project components remain a high priority of the government. The additional financing will 
ensure that the works for delivering project outputs 1 and 2 are completed.  

                                                           
6  The Norwegian Ministry of Foreign Affairs notified ADB of its reduced contribution to the project on 2 March 2016. 


