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I. THE PROPOSAL 
 

1. I submit for your approval the following report and recommendation on a proposed loan of 
up to $30,000,000 to Nepal Water and Energy Development Company Private Limited (NWEDC) 
for the Upper Trishuli-1 Hydropower Project in Nepal. The report also describes the proposed 
administration of a loan of up to $30,000,000 to be provided by the Canadian Climate Fund for 
the Private Sector in Asia II (CFPS II), and if the Board approves the proposed loan, I, acting 
under the authority delegated to me by the Board, approve the administration of the CFPS II loan. 
 
2. The loans will provide long-term financing to construct and operate a 216 megawatt (MW) 
run-of-river hydro power plant, 70 kilometers north of the main load center Kathmandu. The 
project will boost domestic power generation and help reduce imports of electricity into Nepal 
through the efficient use of indigenous renewable sources, contributing to Nepal’s long-term 
energy security, sufficiency and sustainability.1 Being the first major private sector hydropower 
investment with long-term international financing from various development institutions, the 
project is expected to be a landmark transaction and will have a significant demonstration effect 
for private sector participation in Nepal’s energy sector. Furthermore, the project has incorporated 
several design features and targets to improve access to social services, economic and financial 
resources and basic rural infrastructure for women in communities near the project.  
 

II. THE PROJECT 
 
A. Project Identification and Description 
 
3. Project identification. Nepal has suffered from a severe shortage of power and frequent 
load shedding. In fiscal year (FY) 2018, annual peak demand in Nepal was estimated to be 1,508 
MW but, installed generation capacity was only 1,074 MW.2 The total electricity available during 
FY2018 was 7,058 gigawatt-hour (GWh), of which about one-third each was supplied by Nepal 
Electricity Authority (NEA), independent power producers (IPPs) and India. In FY2018, power 
imported from India totaled 2,581 GWh, an increase of 19% on FY2017. More recently, during the 
month of March 2019, more than 50% of daily peak demand was being met by imported electricity.3 
While installed power generation capacity has grown steadily, from 706 MW in FY2011 to 1,074 
MW in FY2018, or by an annual average of 5.4%, peak power demand during the same period 
grew even faster, by an annual average of 7.2%, widening the supply–demand gap. This gap has 
been partially bridged by imports from India of up to 450 MW. The remaining deficit resulted in 
regular load shedding. 
 
4. Confidential information deleted.  
 
5. The project is in a remote area with high socio-economic vulnerabilities, which were further 
exacerbated after the 2015 earthquake.4 Not only was physical and social infrastructure damaged 
in the 10 project area villages but, there was severe impact on the livelihood (agriculture), housing 
and living conditions of people, with at least 2 villages completely destroyed. Male outmigration 
to work as plantation and security workers is a common livelihood preference, leaving women in 
charge of many households. Female literacy rate is lower (47%) as compared with male 

                                                
1 Government of Nepal. Water and Energy Commission Secretariat. 2013. National Energy Strategy of Nepal. 

Kathmandu. 
2 Nepal Electricity Authority (NEA). 2018. Annual Report 2017-18. Kathmandu. 
3 NEA. http://www.nea.org.np/. (accessed 11 March 2019). 
4 The total population of the 3 affected village development councils is approximately 7,000 with sex ratio of 989 

females per 1,000 males. 

 

http://www.nea.org.np/
http://www.nea.org.np/
http://www.nea.org.np/
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counterparts (61%). Less than 10% of women have legal ownership of land and assets. 5 
Employment opportunities for women are extremely limited, and if they work, it is physical hard 
labor, often on low wages, and with no social security benefits. Inadequate water and electricity 
infrastructure and health care facilities lead to additional hardship, poor health, and hygiene for 
women. Instances of girl trafficking have also been reported in this area. Following ADB’s Policy 
on Gender and Development (1998), NWEDC has incorporated several design features and 
targets to improve access to better education and health care facilities, economic and financial 
resources and basic rural infrastructure for women in communities near the project. The 
investment is proposed to be categorized as effective gender mainstreaming. 
 
6. Project design. The project comprises the design, construction, commissioning, 
operation and maintenance of a 216 MW run-of-river hydro power plant, 1.2 kilometers of 
transmission lines, and associated infrastructure on the Trishuli River. Main project components 
are a diversion weir, headrace and tailrace tunnels, vertical shaft, powerhouse, transformer yard, 
and switchgear. Daelim and Kyeryong are engineering, procurement, and construction (EPC) 
contractors and responsible for the construction of the project.  
 
7. Confidential information deleted.  
 
8. Borrower and sponsors. The borrower is NWEDC, a company incorporated and 
registered as a private limited company in Nepal. NWEDC is owned by KOEN (50%), Daelim 
(15%), Kyeryong (10%), IFC (15%), and individual owner Bkesh Pradhanang (10%). 
 
9. KOEN is a wholly owned subsidiary of Korea Electric Power Corporation, which is 
ultimately majority-owned (51%) by the Government of the Republic of Korea (ROK). [Confidential 
information deleted.]  
 
10. Daelim is the engineering and construction arm of Daelim Group, ROK and has executed 
more than 600 projects across 36 countries since 1939. [Confidential information deleted.] It is 
listed on the Korea Exchange and had a market capitalization of $2.92 billion as at 27 February 
2019.  
 
11. Kyeryong is an experienced architectural and civil engineering company, delivering 
expressways, railways, harbors, large-scale housing complexes, industrial parks, office buildings, 
hospitals, and research facilities. [Confidential information deleted.] Kyeryong is listed on the 
Korea Exchange and had a market capitalization of $198.9 million as at 27 February 2019. 
[Confidential information deleted.]  
 
12. Confidential information deleted.  
 
13. Confidential information deleted.  
 
14. Confidential information deleted.  
 
 
 
 

                                                
5 Nepal Water and Energy Development Company. 2018. Land acquisition and livelihood restoration plan. Kathmandu. 

Accessible from the list of linked documents in Appendix 2. 
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B. Development Impacts, Outcomes, and Outputs 
 
15. Impacts. The project contributes to Nepal’s energy security, sufficiency and sustainability 
by 2030 through the efficient use of indigenous energy resources;6 and will contribute to meeting 
the target of increasing hydropower generation capacity by 12,000 MW by 2030.7 
 
16. Outcome. The project outcome is the generation of 1,282 GWh of clean electricity 
annually to be dispatched to the national grid, and avoidance of greenhouse gas emissions equal 
to 446,000 tons of carbon dioxide per year of operation.8 There will be at least 65 jobs created 
during the operations phase, of which 10 will be for women. The annual domestic purchase of 
goods and services is expected to amount to more than $3.3 million during the operations phase. 
 
17. Outputs. The outputs will be (i) 216 MW of hydropower capacity and 1.2 km of 220 kilovolt 
transmission lines developed and installed by the private sector, (ii) local employment generated 
by the construction of the project, (iii) economic opportunities for women improved, (iv) growth of 
the local economy supported, and (v) awareness with respect to gender-based violence raised. 
 
C. Alignment with ADB Strategy and Operations 
 
18. Consistency with ADB strategy and country strategy. ADB’s Strategy 2030 outlines 
seven operational priorities to meet the development challenges in Asia and the Pacific today.9  
The project supports two of them: (i) fighting remaining poverty and reducing inequalities; and (ii) 
tackling climate change, building climate and disaster resilience, and enhancing environmental 
sustainability. Under Strategy 2030, ADB will expand and broaden its support to the private sector 
for building critical infrastructure with strong development impacts and the project supports this. 
 
19. ADB’s country partnership strategy, 2013-2017 for Nepal aims to help the country achieve 
high and inclusive economic growth through higher capital investment, in among other areas, 
energy and transport infrastructure. The strategy calls for an increase in electricity generation to 
help energy security. 10  The project increases electricity generation in the country and thus 
contributes to energy security, which is consistent with this country strategy. 
 
20. Consistency with sector strategy and relevant ADB operations. The project is aligned 
with ADB’s Energy Policy, which encourages interventions that promote use of renewable energy 
to slow down the growth of greenhouse gas emissions and help countries achieve energy self-
sufficiency.11 
 
21. Lessons from previous operations.  The design of the project took careful consideration 
of the experience with other hydropower projects implemented in Asia. Lessons from a successful 
public-private partnership project in hydropower development identified the involvement of 
developers with the requisite technical experience and adequate financial resources as one of 

                                                
6 Government of Nepal. Water and Energy Commission Secretariat. 2013. National Energy Strategy of Nepal. 

Kathmandu. 
7 Government of Nepal. Ministry of Population and Environment. 2016. Nationally Determined Contributions. 

Kathmandu. 
8 The design and monitoring framework is in Appendix 1. 
9 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 
10 ADB. 2013. Country Partnership Strategy: Nepal, 2013-2017. Manila. 
11 ADB. 2009. Energy Policy. Manila. 
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the critical ingredients for success given the complexity of project construction and development.12  
The geology, hydrology, and sedimentation in the project area should be known early in the 
development phase to improve the design of the project. 13  Another key lesson relates to 
environmental and social impacts where early engagement involving various stakeholders helps 
ensure appropriate measures to manage and mitigate impacts. Projects that included robust 
stakeholder consultations generated strong project support particularly from communities affected 
by these projects.14 Close monitoring during project implementation to ensure compliance with 
the agreed environmental and social plans is also considered indispensable.15 
 
D. Project Cost and Financing Plan 
 

22. Confidential information deleted.  
 
E. Implementation Arrangements 
 

23. Confidential information deleted.  
 
F. Projected Financial and Economic Performance 
 
24. Confidential information deleted.  
 

III. THE PROPOSED ADB ASSISTANCE 
 
A. The Assistance 
 
25. The assistance consists of: (i) a loan of up to $30 million from ADB’s ordinary capital 
resources; and (ii) a concessional loan from the CFPS II of up to $30 million, administered by 
ADB. [Confidential information deleted.] NWEDC will be bound by commercial terms, and financial 
and operational covenants stipulated in the financing agreements. 
 
B. Value Added by ADB Assistance 
 
26. ADB’s involvement is critical because long-term financing for private sector hydropower 
generation projects is not available in Nepal. The project’s sustainability depends on its ability to 
amortize the high up-front capital costs over a long period. The repayment profiles of the ADB 
and the CFPS II loans help make the project financially viable. Being the first major private sector 
hydropower generation investment with international financing, the project is expected to be a 
landmark transaction for IPP development and ADB’s participation. After several years of 
protracted efforts, the project will have a significant demonstration effect for private sector 
participation in major hydropower generation IPPs and other projects in Nepal’s energy sector. 
The project also benefits from ADB’s Safeguard Policy Statement and IFC performance standards 
(land acquisition and livelihood restoration plan) and will adopt international best practices in 
safeguards management of hydropower projects establishing sustainable benchmarks for the 
management of cumulative impacts, impact on habitat and benefit sharing with affected 
communities. Furthermore, ADB’s participation helps to avoid, manage and mitigate negative 
social and environmental impacts and introduces additional measures to promote gender equity. 

                                                
12 ADB. 2002. Project Performance Audit Report on the Theun-Hinboun Hdropower Project in the Lao People’s 

Democratic Republic. Manila. 
13 ADB. 2012. Performance Evaluation Report, Nepal: Kali Gandaki “A” Hydroelectric Project. Manila. 
14 ADB. 2018. Validation Report: Viet Nam: Song Bung 4 Hydropower Project. Manila. 
15 ADB. 2004. Project Completion Report: Fujian Mianhuatan Hydropower Project in the People’s Republic of China. 

Manila. 
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C. Risks 
 
27. Confidential information deleted.  
 
28. Confidential information deleted.  
 
29. Confidential information deleted.  
 
30. Confidential information deleted.  
 
31. Confidential information deleted.  
 
32. Confidential information deleted.  
 
33. Confidential information deleted.  
 

IV. POLICY COMPLIANCE 
 
A. Safeguards and Social Dimensions 
 
34. ADB has categorized the investment in compliance with ADB’s Safeguard Policy 
Statement (2009) (the SPS) as follows: environment (category A),16 involuntary resettlement 
(category A), and indigenous people (category A); and as highly complex and sensitive. ADB has 
undertaken due diligence and reviewed the potential environmental and social impacts of the 
project and measures to avoid, minimize, mitigate and compensate for the adverse impacts were 
incorporated in the safeguard reports and plans. An independent and qualified consultant 
prepared a detailed environment and social impact assessment report for the project.17 
 
35. Environment. Key environmental impacts include (i) permanent loss of circa (c.) 2.61 
hectares (ha) of natural habitat and temporary use of 4.16 ha of modified habitat for the workers’ 
camp in the Langtang National Park buffer zone; (ii) reduced downstream flows and alteration of 
aquatic habitat in the dewatered stretch of the Trishuli river (about 10.7 kilometers); (iii) 
occupational, public health, and safety risks and impacts during construction and operation; and 
(iv) project contributions to cumulative impacts in the Trishuli River basin. The climate change risk 
assessment concluded that the risks of climate change for the project are low. The project design 
includes a fish ladder to minimize the impact on the migration of common snow trout (Schizothorax 
richardsonii), a vulnerable fish species. The environmental flow and connectivity assessment 
concluded that 10% of the mean monthly flow would be adequate to maintain the aquatic habitat 
and connectivity within the diversion reach. The environmental and social assessment report 
indicates that the project area is not a critical habitat for any species. The environment and social 
management and mitigation includes framework plans for dealing with all the project impacts, 
including a biodiversity management plan and offsets to demonstrate ‘no net loss’.18 
 
36. NWEDC has a team of qualified experts, supported by consultants, to manage the 
environmental and social risks and impacts of the project. This institutional capacity will be further 
strengthened, by adding qualified resources, to ensure that management plans are implemented 
to meet lenders’ requirements. NWEDC is about to engage an independent advisory panel for 
project preparation and implementation phases. The company will also submit quarterly third-

                                                
16 ADB. Safeguard Categories. 
17 Nepal Water and Energy Development Company Private Limited. Environmental and Social Impact Assessment. 

Kathmandu. Draft report and final report disclosed on 28 March 2018 and 15 March 2019 respectively. 
18 Further information: Safeguards and Social Dimensions (accessible from the list of linked documents in Appendix 2). 

https://www.adb.org/site/safeguards/safeguard-categories
https://www.adb.org/site/safeguards/safeguard-categories
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party monitoring reports during project implementation to report on progress and compliance with 
the requirements of ADB’s Safeguard Policy Statement.   
 
37. Social safeguards. The project footprint is spread across 10 villages in the three former 
village development councils of Kaku, Dhunche and Ramache. A total of about 109 ha of land is 
required for the project on a permanent (c. 31.29 ha) or temporary basis (c. 77.7 ha). Of these 
about 85 ha are government owned and the rest is a mix of private (c. 8 ha) and ‘guthi’ land 
(monastery-owned land farmed by local tenants, c. 16 ha). Land acquisition for the project 
affected 38 land plots and 36 structures (both permanent and temporary) resulting in impacts on 
154 families. Of the affected structures which have been, or will be, impacted, 10 represent 
primary residences, the others are agricultural buildings, temporary residences used during 
cropping season, water mills or storage buildings. The government and forest lands used by the 
project and its ancillary facilities such as the transmission line, impact six community forest user 
groups. Stakeholder consultations indicate that individual dependence on the community forest 
was limited in nature. Most of these lands were acquired in 2012-2013 and a further 8 ha was 
purchased in 2018 to establish safe worker camps in the aftermath of the 2015 earthquake. 
 
38.  A land acquisition and livelihood restoration plan (LALRP) in accordance with ADB’s 
Safeguard Policy Statement and IFC performance standards was developed and is being 
implemented to avoid, manage and mitigate impacts resulting from land acquisition for the project. 
The LALRP: (i) describes the land acquisition and compensation process; (ii) identifies gaps with 
the Safeguard Policy Statement; and (iii) outlines corresponding mitigation measures that include 
a comprehensive livelihood restoration package for affected households. The LALRP reflects the 
results of past and continuing engagement with affected families and communities in relation to 
land acquisition, compensation and physical displacement arrangements. The LALRP will be 
updated and re-disclosed based on the final alignment of the transmission line. 
 
39. Establishing the Upper Trishuli-1 hydropower plant results in direct impacts on the land 
and natural resources of 154 families, of whom, ethnically, more than 90 % are Tamang and less 
than 5% are Gurung. Both ethnicities are recognized under the Constitution of Nepal as 
indigenous nationalities, or Adivasi Janajati. Project impacts on indigenous people include the 
acquisition of community forest user group land and water resources for commercial development 
and the limited relocation of indigenous people families, both of which trigger broad community 
support (BCS) under the Safeguard Policy Statement. 
 
40. A project-specific BCS process was assessed and documented in line with the Safeguard 
Policy Statement. The Nepal Federation of Indigenous Nationalities, Nepal’s preeminent 
indigenous peoples’ organization, and an international indigenous peoples’ expert were engaged 
to facilitate the BCS process on behalf of the sponsors. They mobilized the federation’s Tamang 
speaking national and district chapters to work with affected communities during the BCS process, 
with the explicit aim of facilitating meaningful and informed consultations and collective decision-
making. The BCS process and outcome, as captured in the indigenous peoples plan provided 
evidence (including explicit references in the signed consent agreement) that (i) affected 
communities believe that the process was conducted in a transparent manner and with disclosure 
of relevant information; (ii) meaningful consultations were held with affected communities; (iii) 
recommendations from these consultations were integrated in planning and implementation; and 
(iv) good faith negotiation between these communities formed the basis on which NWEDC and 
the indigenous communities arrived at a formal consent agreement. ADB staff met with 
representatives of affected communities on multiple occasions between 2014 and 2018, most 
recently during the final round of BCS and consent agreement discussions between indigenous 
groups and the company. 
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41. Gender. The investment is proposed to be categorized as effective gender 
mainstreaming. Following ADB’s Policy on Gender and Development (1998), NWEDC has 
incorporated measures to promote gender equality and/ or women’s empowerment in its business 
activities. [Confidential information deleted].  
 
42. Other social dimensions. NWEDC will comply with national labor laws and, pursuant to 
ADB’s Social Protection Strategy (2001), will take measures to comply with the internationally 
recognized core labor standards.19 The reporting and disclosure requirements related to the 
project will be done in compliance with ADB requirements. 
 
B. Anticorruption Policy 
 
43. NWEDC was advised of ADB’s policy of implementing best international practice relating 
to combating corruption, money laundering, and the financing of terrorism. ADB will ensure that 
the investment documentation includes adequate provisions prohibiting corruption, money 
laundering, and the financing of terrorism; and remedies for ADB in the event of noncompliance. 
 
C. Investment Limitations 
 
44. Confidential information deleted.  
 
D. Assurances 
 
45. Consistent with the Agreement Establishing the Asian Development Bank (the Charter),20 
ADB will proceed with the proposed assistance upon establishing that the Government of Nepal 
has no objection to the proposed assistance to NWEDC. ADB will enter into suitable finance 
documentation, in form and substance satisfactory to ADB, following approval of the proposed 
assistance by the ADB Board of Directors. 
 

V. RECOMMENDATION 
 
46. I am satisfied that the proposed loan would comply with the Articles of Agreement of the 
Asian Development Bank (ADB) and recommend that the Board approve the loan of up to 
$30,000,000 from ADB’s ordinary capital resources to Nepal Water and Energy Development 
Company Private Limited for the Upper Trishuli-1 Hydropower Project in Nepal, with such terms 
and conditions as are substantially in accordance with those set forth in this report, and as may 
be reported to the Board. 
 
 

Takehiko Nakao 
President 
 

20 March 2019 
 

                                                
19 ADB. 2003. Social Protection. Manila (adopted in 2001). 
20 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
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DESIGN AND MONITORING FRAMEWORK  
 

Impacts of the Project are Aligned with 
 
Nepal’s energy security, sufficiency, and sustainability ensured by 2030 through the efficient use of 
indigenous energy resources (National Energy Strategy) a 
 
Nepal’s hydropower generation increased by 12,000 megawatts by 2030 b 

 

Results Chain 
Performance Indicators with 

Targets and Baselines 

Data Sources 
and Reporting 
Mechanisms Risks 

Outcome 

Delivery of clean power to 
the domestic grid increased  

By 2026 

a. Electricity delivered to off-taker 
increased to 1,282 gigawatt hours 
per year (2018 baseline: 0) c 
 
b. Annual amount of emissions 
avoided equals 446,000 tons of 
carbon dioxide (2018 baseline: 0) d 
 
c. Number of jobs provided during 
the operations phase is at least 65, 
of which 10 are for women (2018 
baseline: 0) 
 
d. Annual domestic purchase of 
goods and services totals more than 
$3.3 million during the operations 
phase (2018 baseline: 0) 

 

a-d. Company’s 
annual 
development 
effectiveness 
monitoring report 

 

Changes in 
regulatory 
environment or 
power purchase 
agreement 

Climate and/ or 
weather risk 

Outputs 
 
1. Hydro power plant and 
associated infrastructure 
installed by the private 
sector 
 

By 2025 
 
1a. Total installed electricity 
generation capacity is 216 
megawatts (2018 baseline: 0) 
 
1b. 220 kilovolt transmission lines 
installed or upgraded, increased by 
1.2 kilometers (2018 baseline: 0) 
 
1c. All households within a 500-
meter radius of the project 
(headworks and power station), 
including those headed by women, 
provided with 20 kilowatt hours per 
month of free and clean electricity 
(FY2015-2016 baseline: 0) e 
 

 
 
1-5. Company’s 
annual 
development 
effectiveness 
monitoring report 

 
 
Construction 
delays caused 
by force majeure 
events 
 
Cost overruns 
 

2. Local employment 
generated 
 
 

Number of jobs provided during 
construction amount to at least 
1,090, of which at least 200 will be 
for women (2018 baseline: 0) 
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3. Economic opportunities 
for women improved 

3a.  At least 50% of households in 
project-affected villages (based on 
land acquisition and livelihood 
restoration plan) will be imparted 
livelihood and skills training; of which 
at least 50% of participants will be 
women (2018 baseline: 0%) 
 
3b.   By 2024 all project affected 
households (based on land 
acquisition and livelihood restoration 
plan), including all households 
headed by women (9) have received 
seed money to start a small business 
(2018 baseline: 0) f 
 

  

4. Growth of local 
economy supported 

4a. Payments provided to 
government during construction total 
at least $57 million (2018 baseline: 
0) 
 
4b. Total domestic purchases during 
the construction are at least $150 
million (2018 baseline: 0) 
 

  

5. Confidential information 
deleted. 

 
 

  

 

Key Activities with Milestones 

Outputs 1-5. 

1. Asian Development Bank to execute loan agreement with borrower by June 2019 
2. Complete construction of hydropower plant by October 2024 
3. Commission hydro power plant by October 2024 
 
Confidential information deleted. 
 
a Government of Nepal. Water and Energy Commission Secretariat. 2013. National Energy Strategy of Nepal. 

Kathmandu. 
b Government of Nepal, Ministry of Population and Environment. 2016. Nationally Determined Contributions. 

Kathmandu. 
c  Confidential information deleted.  
d  Annual electricity produced x Estimated grid emission factor for Nepal (348 tCO2/GWh). Due to the relatively small 

reservoir surface, reservoir emissions (methane) can be neglected. Average emission factor of Nepal is 
0.0186 tCO2/MWh (IFI Interim Dataset of Harmonized Grid Factors). The calculated emission reduction also used 
information on the share of purchased energy from India (37%) in 2018 (NEA Annual Report 2017-2018) and the latest 
estimate on the weighted average emission factor of India (0.92 tCO2/MWh, CO2 Baseline Database for the Indian 
Power Sector User Guide Version 13, July 2018).  The annual emission reductions of this plant will be 446,000 tCO2. 

e  Sex disaggregated baseline data on the project beneficiaries will be collected and reported to ADB by 2021. 
f  The seed money to all other households will be transferred to women-titled or joint accounts. 
Source: Asian Development Bank. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=49086-001-4  

 
1. Sector Overview 
2. Client Information 
3. Details of Implementation Arrangements 
4. Contribution to the ADB Results Framework 
5. Financial Analysis 
6. Economic Analysis 
7. Country Economic Indicators 
8. Summary Poverty Reduction and Social Strategy 
9. Safeguards and Social Dimensions 
10. Environmental and Social Impact Assessment 
11. Indigenous Peoples Plan 
12. Land Acquisition and Livelihood Restoration Plan 
13. Gender Action Plan 
14. Confidential information deleted 

http://www.adb.org/Documents/RRPs/?id=49086-001-4

