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45 MW to be added to the central transmission line 
The national grid is to get an additional 45 MW in the next 18 months. 
Of it, 25 MW is to be received from the Madi A hydropower project, which will start production from 
next month. Likewise, 6 MW will be added from the Daraundi project, according to Energy Secretary 
Anup Kumar Upadhyay. 
Similarly, 14.9 MW will be added from the Hewa Khola hydel project. The project has already started its 
test production. 
The 50 MW Upper Marsyangdi A project is also currently in the phase of test production. It is producing 
25 MW at the moment and will add 25 MW more are the technical preparation is completed. The 
project is a joint Nepal-China initiative. 
The contribution of the private sector to the central transmission line of Nepal Electricity Authority is 
784 MW from a total of 53 hydropower projects to date. 
Around 200 MW power will reportedly be added to the national grid this fiscal year including 14 MW 
from Kulekhani III, 32 MW from Chameliya and from other government and private hydropower 
projects. RSS  
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NEA trade unions up in arms against Ghising 
At a time when Nepal Electricity Authority (NEA) is chalking out plans to eradicate load-shedding 
altogether under the leadership of its newly appointed managing director Kulman Ghising, two trade 
unions of the power utility are playing spoilsport. Issuing a joint statement on Friday, the two trade 
unions of NEA - the NEA Employees' Union and NEA Employees' Association -- have threatened to bar 
Ghising from entering NEA premises, accusing him of neglecting their demands and handling NEA in an 
arbitrary manner. 
 
Ram Kumar Thebe, senior vice president of the union, said that they took the decision to pile pressure 
on the management to address their demands. “We had gathered at the managing director's office on 
Wednesday to draw his attention on several issues. But the management sought police help and five, 
including me, were arrested and released later," Thebe said. 
 
The NEA Employees' Union is associated with the CPN-UML, while the NEA Employees' Association is 
affiliated to the ruling Nepali Congress. Many NEA workers, affiliated to trade unions, draw salary from 
NEA without doing any work.  
 
Overstaffing, particularly in non-technical work, is one of the major problems faced by the NEA. 
 
The trade unions were adamant that the former managing director Mukesh Raj Kaphle continue as the 
NEA boss. However, Kaphle resigned, coming under pressure of the new government. They are now 
lobbying to reinstate NEA Board Member Suraj Lamichhane who was removed by former energy 
minister Top Bahadur Rayamajhi. The Supreme Court has ruled in favor of Lamichhane. 
 
The trade unions have been arguing that the NEA board is incomplete without Lamichhane. They have 
also demanded that all undergoing recruitment process be halted. 
 
When journalists wanted to know the view of trade union leaders on remarkable progress in power 
supply in recent days, Thebe said Ghising has cut dedicated feeder supply to industries and prohibited 
them to operate for four hours in the evening. 
 
Talking to Republica, Ghising said he has not been barred from entering NEA premises. “I haven't 
received any such earning. I agree that there was a dispute between trade unions. It has already been 
settled,” added Ghising.  
 
Earlier, few deputy managing directors had protested Ghising's promotion to the post of managing 
director, saying that the promotion was against law.  
 
A case against Ghising's promotion is sub judice at the Supreme Court. 
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Nepal is becoming load shedding-free, assures NEA boss 
Nepal Electricity Authority’s Managing Director Kul Man Ghising said the national power monopoly was 
working in a bid to make the nation load shedding-free. 
He said it would begin from the Capital. 
“My job is not to keep talking that I will end load shedding,” he told journalists in Kathmandu today, 
“But, what matters is management.” 
Ghising claimed that the Kathmandu Valley did not witness any power outage since the Tihar festival as 
the authority managed the power distribution well. 
Meanwhile, Ghising said he was not the sole person to work for the efforts. He also attributed the 
positive developments to the willpower of the incumbent government and a 37-point programme issued 
by the Minister for Energy Janardan Sharma. 
“If we are successful (in our mission) in these two months,” he said, “We can be load shedding-free for 
the whole year.” 
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Devolving power  

 Given Nepal’s financial condition, it’d be wise to switch to a model where NEA is detached from 
the production sector  

- SUBRATA LAMSAL 

 

the power sector in most of the developing countries sought to liberalise its market, one of the 

major reasons being the lending policies of international financial institutions like the World 

Bank and the International Monetary Fund that internalised the idea of market liberalisation. 

Nepal being no exception adopted the Hydropower Development Policy (HDP) and Electricity 

Act (EA) in 1992 to ease this process of liberalisation. 

EA 1992 sought to liberalise electricity generation, transmission and distribution as a whole, 

thereby ending the monopoly of Nepal Electricity Authority (NEA). However, due to the 

absence of necessary regulations, it ended up creating a Single Buyer Model (SBM) instead of 

unbundling NEA. In fact, NEA started to act both as the buyer and the producer of electricity and 

thus, an Integrated SBM (ISBM) was created. Thereafter, a vertically integrated entity like NEA 

bought electricity from Independent Power Producers (IPPs) as well as continued generating 

electricity on its own. All in all, ISBM aspired to increase private investment, thereby decreasing 

NEA’s burden of meeting power demands without having to change its fundamental 

organisational structure. 

Not working  

EA 1992 was adopted to ease private sector participation in the power sector as a whole. Private 

participation in transmission and distribution of electricity has not yet been achieved as 

anticipated because of the absence of regulations on land ownership, wheeling charges, dispute 

settlement and so on. The electricity generation sector had been opened up for private investors 

under the existent ISBM—which purported to deal with the supply side constraints. On the 

flipside, however, IPPs are compelled to sell  

generated electricity to NEA and not in an open market. Since, NEA is also a generator, it 

favours its own production over the production from IPPs, thereby restricting the latter’s access 

to the supply network which is owned by NEA. This discourages the formation of a level playing 

field and a competitive market for IPPs. 

Despite the adoption of act and policies to liberalise the power sector through IPPs, there is an 

imbalance between demand and supply of electricity in Nepal, where during the dry season 

power cuts rise up to 16 hours a day. The increase in the number of consumers from 2.83 million 

to 2.97 million against the total energy availability increase by 1.89 percent in 2016 has widened 

http://kathmandupost.ekantipur.com/author/subrata+lamsal


the gap. Also, the decrease in Power Purchase from IPPs by 7.55 percent compared to the 

purchase in the year 2014-15 has worsened the condition. 

Empirical evidence shows that SBM hinders competition in the long run and increases corruption 

and liabilities in the monopoly. The long term Power Purchase Agreements (PPA) (mostly 25-30 

years) entered into by NEA and IPPs are mostly governed by take or pay clause (TPC) where 

NEA is obligated to buy the power generated by IPPs irrespective of its dispatching ability. Since 

most of the hydropower in Nepal are Run of River (RoR), they have minimal storage capacity; 

this alongside the TPC increases NEA’s loss as it has surplus production during the wet season 

(both from IPPs and its own) and minimal production in the dry season when electricity demand 

is at its peak. Furthermore, the difference in price paid under PPA to foreign IPPs (in US dollars) 

and Domestic IPPs (in Nepali rupees) and the cross subsidised consumer tariff has worsened the 

already weak financial condition of NEA. This has distressed NEA further rather than ease its 

functioning through power sector liberalisation—the purpose of the adoption of EA 1992. 

Way forward  

Ownership unbundling of the power sector could be an option, where the generation and supply 

sector is completely detached from the network (that is transmission, which in theory and 

practice is a natural monopoly even in developed countries given the amount of investment 

required to build the infrastructure). However, empirical evidence from a country like 

Netherlands shows that such unbundling has not made much difference. If the cost of introducing 

such unbundling is calculated against its benefit, it would be too high, especially for a small 

power sector in a financially struggling economy like Nepal’s. 

Therefore, considering Nepal’s political instability, financial situation and so on, it would be 

wise to switch to a model where NEA is completely detached from the production sector, such 

that IPPs compete against each other in the production sector and have non-discriminatory access 

to the network. Meanwhile, the state owned entity could continue developing and expanding 

transmission networks, given its ability to secure funding and loans from international financial 

institutions. This would work towards increasing the generation of electricity while dealing with 

the probable problem of congestion arising from limited network availability. Likewise, it would 

be economically wise to allow IPPs to sell their electricity to third parties like small and large 

industries, in case of a generation surplus, through the use of existent networks by levying a 

standard fee for using the networks.  

To this end, it is imperative to amend the existing EA 1992 in terms of detaching NEA from the 

production sector completely and ending the ISBM. Further, given the size and structure of 

Nepal’s power sector, a fully liberalised production sector would increase competition as well as 

incentivise private parties to develop better power storage facilities. Later when the power sector 

becomes more robust, the supply sector could be liberalised as well. However, it is imperative to 

internalise the fact that in a hydropower-based small power sector of a politically volatile and 

financially distressed economy like Nepal’s, the restructuring of the power sector should be 

wisely calculated, instead of directly emulating successful restructuring measures from around 

the world. 



Lamsal is an LLM candidate in Energy and Climate Law at the University of Groningen, the 

Netherlands 
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Given Nepal’s financial condition, it’d be wise to switch to a model where NEA is detached from the 
production sector  
SUBRATA LAMSAL 
In the 1990s, the power sector in most of the developing countries sought to liberalise its market, one of 
the major reasons being the lending policies of international financial institutions like the World Bank 
and the International Monetary Fund that internalised the idea of market liberalisation. Nepal being no 
exception adopted the Hydropower Development Policy (HDP) and Electricity Act (EA) in 1992 to ease 
this process of liberalisation. 
EA 1992 sought to liberalise electricity generation, transmission and distribution as a whole, thereby 
ending the monopoly of Nepal Electricity Authority (NEA). However, due to the absence of necessary 
regulations, it ended up creating a Single Buyer Model (SBM) instead of unbundling NEA. In fact, NEA 
started to act both as the buyer and the producer of electricity and thus, an Integrated SBM (ISBM) was 
created. Thereafter, a vertically integrated entity like NEA bought electricity from Independent Power 
Producers (IPPs) as well as continued generating electricity on its own. All in all, ISBM aspired to increase 
private investment, thereby decreasing NEA’s burden of meeting power demands without having to 

change its fundamental organisational structure. 
Not working  

EA 1992 was adopted to ease private sector participation in the power sector as a whole. Private 

participation in transmission and distribution of electricity has not yet been achieved as 

anticipated because of the absence of regulations on land ownership, wheeling charges, dispute 

settlement and so on. The electricity generation sector had been opened up for private investors 

under the existent ISBM—which purported to deal with the supply side constraints. On the 

flipside, however, IPPs are compelled to sell generated electricity to NEA and not in an open market. 
Since, NEA is also a generator, it favours its own production over the production from IPPs, thereby 
restricting the latter’s access to the supply network which is owned by NEA. This discourages the 
formation of a level playing field and a competitive market for IPPs. 

Despite the adoption of act and policies to liberalise the power sector through IPPs, there is an 

imbalance between demand and supply of electricity in Nepal, where during the dry season 

power cuts rise up to 16 hours a day. The increase in the number of consumers from 2.83 million 

to 2.97 million against the total energy availability increase by 1.89 percent in 2016 has widened 

the gap. Also, the decrease in Power Purchase from IPPs by 7.55 percent compared to the 

purchase in the year 2014-15 has worsened the condition. 

Empirical evidence shows that SBM hinders competition in the long run and increases corruption 

and liabilities in the monopoly. The long term Power Purchase Agreements (PPA) (mostly 25-30 

years) entered into by NEA and IPPs are mostly governed by take or pay clause (TPC) where 

NEA is obligated to buy the power generated by IPPs irrespective of its dispatching ability. Since 

most of the hydropower in Nepal are Run of River (RoR), they have minimal storage capacity; 

this alongside the TPC increases NEA’s loss as it has surplus production during the wet season 

(both from IPPs and its own) and minimal production in the dry season when electricity demand 

is at its peak. Furthermore, the difference in price paid under PPA to foreign IPPs (in US dollars) 

and Domestic IPPs (in Nepali rupees) and the cross subsidised consumer tariff has worsened the 

already weak financial condition of NEA. This has distressed NEA further rather than ease its 

functioning through power sector liberalisation—the purpose of the adoption of EA 1992. 

Way forward  

http://kathmandupost.ekantipur.com/author/subrata+lamsal


Ownership unbundling of the power sector could be an option, where the generation and supply 

sector is completely detached from the network (that is transmission, which in theory and 

practice is a natural monopoly even in developed countries given the amount of investment 

required to build the infrastructure). However, empirical evidence from a country like 

Netherlands shows that such unbundling has not made much difference. If the cost of introducing 

such unbundling is calculated against its benefit, it would be too high, especially for a small 

power sector in a financially struggling economy like Nepal’s. 

Therefore, considering Nepal’s political instability, financial situation and so on, it would be 

wise to switch to a model where NEA is completely detached from the production sector, such 

that IPPs compete against each other in the production sector and have non-discriminatory access 

to the network. Meanwhile, the state owned entity could continue developing and expanding 

transmission networks, given its ability to secure funding and loans from international financial 

institutions. This would work towards increasing the generation of electricity while dealing with 

the probable problem of congestion arising from limited network availability. Likewise, it would 

be economically wise to allow IPPs to sell their electricity to third parties like small and large 

industries, in case of a generation surplus, through the use of existent networks by levying a 

standard fee for using the networks.  

To this end, it is imperative to amend the existing EA 1992 in terms of detaching NEA from the 

production sector completely and ending the ISBM. Further, given the size and structure of 

Nepal’s power sector, a fully liberalised production sector would increase competition as well as 

incentivise private parties to develop better power storage facilities. Later when the power sector 

becomes more robust, the supply sector could be liberalised as well. However, it is imperative to 

internalise the fact that in a hydropower-based small power sector of a politically volatile and 

financially distressed economy like Nepal’s, the restructuring of the power sector should be 

wisely calculated, instead of directly emulating successful restructuring measures from around 

the world. 

Lamsal is an LLM candidate in Energy and Climate Law at the University of Groningen, the 

Netherlands 
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Feasibility study on power grid synchronisation at 220kV to be 
finalised soon 
Nepal Electricity Authority (NEA)’s plan to end load-shedding in Kathmandu may 
be realised this winter if Nepal-India power grid synchronisation study being commissioned by the Indo-
Nepal joint operation committee gives positive results. 
The joint committee is aabout to finalise the study on synchronisation of Indian grid with Nepali grid at 
220kV level through which power imported from the southern neighbour can be brought to Kathmandu, 
according to Prabal Adhikari, chief of Power Trade Department and spokesperson for NEA. 
A study related to grid synchronisation at 132kV level has been completed with positive result, informed 
Adhikari. “However, study has suggested the need to install df-dt relay (a special system used to identify 
abnormal changes in frequency and take remedial actions to prevent overload and the resulting 
blackout) and direct communication system between Dhalkebar Substation and load dispatch centre of 
Nepal.” 
The joint team has been conducting study at 220kV level so that more power can be brought to 
Kathmandu to cater to the electricity demand of the major load centre. “After the study is concluded, all 
the safety measures can be installed within a month to bring power to Kathmandu,” according to 
Adhikari. 
If the grid synchronisation plan succeeds, NEA is planning to dispatch 70MW of imported power to 
Kathmandu through Kulekhani-Hetauda transmission line to Syuchatar (Kathmandu) to realise its plan to 
end the rolling blackouts plaguing the Valley. 
According to NEA, peak load of Kathmandu Valley hovers at around 315MW and in off-peak hour 
demand is less than 200MW. 
At present, NEA is operating Kulekhani Hydroelectric Project — a reservoir project — in full capacity of 
92MW for around one-and-a-half hours a day during peak hours. 
Kulekhani and 14.4MW thermal plant of Hetauda are actually backup supply system of the NEA and 
Kulekhani used to be operated only during peak hours from mid-January in the previous years as supply 
from the run-of-river (RoR) based aprojects declines to only one-third of their installed capacity. 
NEA officials claim that Kulekhani plant can generate 92 MW if it is operated at full fledged capacity for 
four hours a day and would be in operation for four months. 
While the country has been importing around 250MW of electricity from India, it cannot be supplied to 
the Valley due to lack of necessary infrastructure, including grid synchronisation. 
This means if the grid synchronisation plan is not materialised, unfortunately Kathmanduites may not 
have seen the last of rolling blackouts of up to 16 hours a day. 
This is because majority of the projects in the country are of RoR type, which means their power 
generation drops sharply during winter months. 
The 50MW Upper Marsyangdi A hydroelectric project started commissioning power since last month, 
but then, 45MW Bhotekoshi Hydropower project has been shut down after it suffered damages due to 
floods in July. 
Hence, the generation capacity of the country is actually stagnant when compared to previous year. 
“Even if the grid synchronisation plan does not materialise, NEA will try to minimise the load-shedding 
hours by making the distribution system robust,” assured Adhikari. 
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Ending Load-shedding In Kathmandu Valley 
Uttam Maharjan 
 The Kathmandu Valley has not experienced load-shedding since the Tihar festival. Nepal Electricity 
Authority (NEA) has reasoned that a higher volume of import of power (300 MW) from India, closure of 
industries during the festival season (resulting in a saving of 300 MW) and control of leakages of power, 
among others, have contributed to ending the regular power outage in the valley. 

The country has been suffering from load-shedding for years. In the past, successive governments drew 
up plans for ending load-shedding within a certain timeframe by enhancing the generation of 
hydropower. There were talks about generating 10,000 MW of hydropower in 10 years and 25,000 MW 
in 20 years. However, the plans failed as even no groundwork was prepared to implement them. 
Strategy 
The Oli-led government formulated a load-shedding-eliminating strategy for ending load-shedding 
within one or two years by declaring an energy crisis. But the initiative of the NEA in ending load-
shedding in the Valley is not as per the strategy formulated by the Oli-led government. And it would be 
foolish to give credit to ex-premier KP Sharma Oli for an end to load-shedding in the valley although 
some people may be under the impression that it has been possible to bid adieu to load-shedding in the 
valley in line with the strategy adopted by the Oli-led government. 
Due to the load-shedding problem besetting the country for years, people are forced to arrange for 
alternative power. As such, the business of emergency lights, invertors, generators and the like has 
flourished in the country. Such equipment is imported from abroad. This means an outflow of hard-
earned currency from the country. 
On the other hand, factories and industries are compelled to use generators for smooth operation. 
Generators consume a lot of fuel. The country has to spend billions of rupees on the import of POL 
products. If there were no load-shedding, a big chunk of money could be saved by slashing the import of 
petroleum fuel. 
Power leakages are a major problem in the country. As per NEA sources, about 30 MW of power is lost 
through leakages. The NEA is aware of where power leakages take place to a large extent. Areas that 
indulge in power pilferage have also to suffer from additional load-shedding in proportion to the 
amount of power leakages. The higher the leakages, the higher the additional load-shedding.   
The current initiative taken by the NEA goes on to show that load-shedding can be gradually eliminated 
across the country if the government and the NEA act honestly. It seems giving way to big business 
houses from venal motives is the main contributing factor in resorting to load-shedding in the country. 
Further, inaction on the part of the government and the NEA in taking action against power pilferers and 
tariff defaulters is another reason for almost perpetuating load-shedding in the country. 
A few years ago, a scam involving high-ranking officials of the NEA in the procurement of substandard 
transformers surfaced. Such substandard transformers cannot bear high loads and tend to explode, 
causing damage to them. The NEA has to spend hugely on the repair and maintenance of such defective 
transformers. It is also reported that there are irregularities in the NEA and so it is imperative to bring 
the management of the NEA on track.  
The country has an installed capacity of 784 MW of hydropower from both government and private-
sector projects, whereas the demand for electricity is around 1,100 MW. As per the NEA, the demand 
for electricity was 1,000 MW last year, whereas it peaked to 1,800 MW during the Indian embargo. As 
the demand has not remarkably risen, it has been easy for the NEA to manage the distribution of 
electricity. Some power is also going to be added to the central grid in the immediate future.  
The NEA is saying that the uninterrupted supply of power to the Kathmandu Valley since the festival of 
Tihar is merely a stopgap measure, hinting that load-shedding may resume from the second week of 



Mangsir. Now the flow of water in the rivers has not diminished. During the dry season when the level of 
water in the rivers becomes low, the generation of power is affected. So the chances of load-shedding 
coming up again are high in the dry season. 
But the better management of the distribution of electricity (for example withdrawing excess electricity 
from areas requiring a low volume of electricity and channelling it to areas that require more electricity) 
and control of power leakages, together with the replacement of defective transformers with better 
ones, may contribute a lot to rooting out load-shedding in the country. 
In the meantime, top priority should be given to complete ongoing hydel projects in time, start the 
process of constructing those hydel projects that have been approved and take the initiative in 
constructing new hydel projects through domestic sources or foreign investments. Here, the will and 
honesty of the government play a pivotal role.  
  
Alternative sources 
At the same time, exploring alternative sources of energy is also equally important. In this regard, solar 
power seems to be a viable proposition. The government has also emphasised the use of solar power. 
The Alternative Energy Promotion Centre has taken the initiative in popularising the use of solar power 
among the masses. The drive needs to be spread to every nook and cranny of the country. 
The initiative taken by the NEA in eliminating load-shedding in the Kathmandu Valley is highly praise-
worthy. The initiative needs to be in place without fear from any vested interests. This initiative has 
shown that people have been suffering from load-shedding due to the collusion between the 
government/NEA and the vested interest groups. Such an anti-people practice must come to an end, or 
else the people will be forced to live in darkness forever.    
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Registration process for EGCL initiated  
BIBEK SUBEDI 
The Energy Ministry has begun the registration process for Electricity Generation Company Limited 
(EGCL), more than a month after getting the go-ahead from the Cabinet. It filed the registration 
application with the Office of the Company Registrar on Tuesday along with a registration fee of Rs6.1 
million. 
“We are likely to receive the certificate of registration on Thursday,” said Gokarna Raj Panta, deputy 
spokesperson for the Energy Ministry. 
“After the company is registered, the ministry will form a board of directors and begin hiring staff, 
starting with the chief executive officer.” The ministry will rush to get the company up and running as 
soon as possible, Panta added. 
The proposed company will be established under Company Act 2006, with the promoters holding a 71 
percent stake and the public the rest. The company will have a paid-up capital of Rs300 million and an 
authorised capital of Rs20 billion. 
The idea behind setting up the company, according to the ministry, is to develop reservoir-type 
hydropower projects like Nalshing Gadh, Budhi Gandaki, Naumure, Sun Koshi and Karnali Chisapani. 
Out of the 29 percent of the shares that will be issued to the public, 17 percent will be offered to the 
general public, 10 percent to locals of the districts affected by the project and 2 percent to people from 
the highly impoverished class. 
Regarding promoter shares, the Energy Ministry and the Nepal Electricity Authority (NEA) will hold 20 
and 10 percent respectively. Likewise, the Finance and Law ministries will get 5 percent of the shares 
each while the Employees’ Provident Fund and Nepal Telecom will get 10 percent each. 
Citizen Investment Trust, Hydroelectricity Investment and Development Company and Rastriya Beema 
Sansthan will get 5, 4 and 2 percent of the shares respectively. The ministry decided on the share 
ownership structure after holding consultations with the respective ministries and government 
agencies.  
The ministry’s move to incorporate Electricity Generation Company Limited is part of the scheme to 
unbundle the NEA. The authority is currently engaged in four different tasks—building transmission 
networks and generating, distributing and trading electricity. The government had decided to create 
four autonomous units after the state-owned utility could not execute its widely varied duties in an 
efficient and effective manner. Towards this end, the government has formed National Transmission 
Grid Company (NTGC), and currently the ministry is in the process of appointing a chief executive officer 
(CEO) for the company through free competition.  A three-member committee coordinated by Kewal 
Prasad Bhandari, joint financial comptroller general of the Financial Comptroller General’s Office, has 
been created to make the appointment, and it has already issued a wanted notice. The government 
established NTGC in February 2015 to build and operate electricity transmission lines, but the company 
has remained immobile due to lack of an executive head. Nine government agencies, namely the Energy, 
Finance, Forest, Environment, Land Reform, Communications, Defence and Home ministries and the 
NEA have stakes in NTGC. The ministry’s next move will be to establish Electricity Trading Company 
which will be responsible for buying power from various developers including Electricity Generation 
Company. It will also export and import power to and from India, according to the ministry. After these 
three companies go into full-fledged operation, the NEA’s job will be limited to electricity distribution.  
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Api Power reports 583% rise in profit 
Api Power Company Ltd has reported a 583.49 percent rise in its profit in the first quarter of the current 
fiscal year. 
 
The company profited Rs 17 million in the review quarter compared to Rs 2.49 million in the 
corresponding period of the last year. The company earned Rs 46.1 million in the first quarter. 
 
The company also managed to reduce its expenditure to Rs 6.49 million compared to Rs 9.26 million in 
the first quarter of the last fiscal year.    
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Fate of 36 hydro projects in limbo 
The fate of three dozen hydro electric projects initiated by the Independent Power Producers (IPPs) that 
have already signed power purchase agreement (PPA) with Nepal Electricity Authority (NEA) is in limbo. 
This is because the IPPs are unlikely to meet the deadline given by NEA to conclude financial closure for 
the projects. 
Normally, NEA grants a period of two years to achieve financial closure of projects initiated by IPPs. The 
deadline given to seven projects — Upper Ingwa Khola (Taplejung), Upper Mailun (Rasuwa), Tame Khola 
(Dailekh), Upper Tadi (Nuwakot), Midim Khola (Lamjung), Maya Khola Hydropower (Sankhuwasabha) 
and Ludee Khola Hydropower (Gorkha) — has already expired. Similarly, the deadline given to six 
projects — Phalanku Khola (Rasuwa), Likhu-2 (Solukhumbu/Ramechhap), Likhu-1 
(Solukhumbu/Ramechhap), Sabha Khola (Sankhuwasabha), Upper Myagdi (Myagdi), Chulepu Khola 
(Ramechhap) —  is fast approaching, but they have not achieved financial closure till date. 
Projects initiated by IPPs have generation capacity of below 100 megawatt (MW). The major projects 
initiated by IPPs that achieved financial closure recently are 86MW Dudhkoshi (Solu Khola) project, 
38MW Upper Kalangagad (Bajhang) and 24MW Likhu Khola A project (Solukhumbu/Ramechhap) and 
15MW Kalangagad project. A total of 23 projects had signed PPA with NEA in last fiscal. 
NEA is preparing to sign PPA under ‘take or pay’ basis very soon, according to NEA Managing Director 
Kulman Ghising. “The projects in the pipeline will be completed within two to four years, after that we 
do not have projects that need to be initiated in the near future to cater to the demand of energy.” 
Though financing by banks and financial institutions (BFIs) in the hydropower sector is increasing, 
a significant number of projects initiated by IPPs have not achieved financial closure yet. 
Kumar Pandey, secretary general of Independent Power Producers’ Association Nepal, however, said 
that financial closure achieved by projects initiated by IPPs in the last fiscal is encouraging. “Increasing 
financing from BFIs shows the availability of resources within the country,” he said. 
Some of the hydroelectric projects that had signed PPA managed to achieve financial closure within six 
months. These include Richet Khola (Gorkha) and Rukumgad (Rukum), according to NEA. 
“Two years is a standard time given to the project developers to achieve financial closure, but that does 
not mean that the developer needs to consume two years to achieve financial closure,” said Ghising. 
IPPs have played crucial role in electricity generation in the last 10 years. While only 300MW of 
electricity has been added in the last 10 years, NEA was able to add only 5MW of new capacity per year 
on an average, while IPPs added about 25MW per year for a combined 30MW per year, according to the 
recent report of the World Bank Group. 
On the other hand, delay in installation of transmission lines by NEA to the project sites is also 
considered as the major obstacle for IPPs. 
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IBN considers extending financial closure deadline  
Arun III Hydro Project 
BIBEK SUBEDI 
The Investment Board Nepal (IBN) is considering providing extra time to the developer of 900MW Arun 
III Hydroelectric Project to complete the process of arranging funds. 
The deadline to complete the project’s financial closure expires on November 24. The developer has 
sought a one-year extension to the deadline, citing various reasons, including the government’s inability 
to facilitate the land acquisition process. 
“We might not offer a one-year extension to the deadline as demanded by the project developer, but 
we will assess the situation and award the extension accordingly,” a highly-placed IBN source told the 
Post. “A proposal on 
deadline extension will be tabled in the upcoming board meeting.” 
IBN is positive about extending the deadline for financial closure, as SJVN Arun-III Power Development 
Company (SAPDC) is a subsidiary of SJVN India, an Indian state-owned company, and it will not face 
problems in arranging funds to build the project, according to the source. 
“The developer has informed the IBN that it has already asked its parent company to arrange funds for 
the project,” said the source. “They have also said SJVN India’s board has prepared a proposal on 
financial closure and are taking it to the Indian Cabinet soon.” 
The developer, which will export the electricity produced from the project to India, has pledged to 
provide 21.9 percent of the energy (worth an estimated worth Rs155 billion) free of cost to Nepal, plus 
another Rs107 billion in royalties. 
In total, Nepal will receive Rs348 billion from the project over the 25-year concessional period. 
As per the Project Development Agreement (PDA) signed between IBN and SAPDC on November 24, the 
developer has to submit a detailed plan on how it is going to finance the project within November 24 
and complete the construction of the plant and start energy generation by 2021. However, in the end of 
August, SAPDC wrote to IBN seeking a one-year extension to the financial closure deadline. 
“In the letter, the developer mentioned it could not proceed ahead with regular works in a timely 
manner last year because of the shortage of fuel and other commodities,” IBN CEO Maha Prasad 
Adhikari said. “Also, the developer pointed out the government’s inability to acquire forest land for the 
project.” 
SAPDC is second hydropower developer after GMR Upper Karnali Hydropower Project to ask for 
extension to financial closure deadline. GMR, the developer of 900MW Upper Karnali hydroelectric 
project, too had written a similar letter to IBN in April seeking a one-year extension to the deadline. 
As per the PDA signed between IBN and GMR, the latter was supposed to complete the financial closure 
by September 18. In the case of GMR, the IBN is still indecisive on whether to grant the extension.  
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MoE takes initaitive to fix land prices 
The Ministry of Energy (MoE) has taken initiative to set land prices to acquire land needed for the Budhi 
Gandaki Hydropower Project.  
 
A meeting led by Minister for Energy Janardan Sharma held on Wednesday decided to categorize land 
and set price accordingly. The decision is expected to give expedite the land acquisition process which 
has been stalled since long. 
 
All lawmakers from Dhading and Gorkha districts, chief district officers (CDOs) of both the districts, and 
officials of Budhigandaki Hydroelectric Project Development Committee were present in the meeting.      
 
CDO is the rightful authority to fix price of land to be acquired by development projects. However, the 
process to set land price had failed to move ahead as the lawmakers and political parties disowned the 
process.  
 
The meeting also decided to prepare a list of houses, cowsheds, industries and plants in the areas that 
will be submerged under the waters of the reservoir of the 1,200-megawatt capacity project. The 
meeting also decided to provide project-affected people the option of choosing resettlement or 
compensation for their land and house.  
 
Similarly, the meeting has decided to manage special compensation package for people living in public 
land or Guthi land as well as squatters. 
 
Separate teams will be dispatched to set land prices in small towns like Arughat, Khahare and Arkhet, 
according to the minutes of the meeting circulated to media. 
 
Similarly, the meeting also decided to build a Ring Road around the reservoir and resettle around 45,000 
people to be displaced by the project. 
 
Laxmi Prasad Devkota, chairman of Budhigandaki Hydroelectric Project Development Committee, said 
that the decisions taken by Wednesday's meeting shows that all concerned parties are serious about the 
project.  
 
It has already been a year since the detailed project report (DPR) and contract documents of the project 
were prepared. According to the DPR, the project will have 263 meters tall dam and its reservoir will be 
15 times larger than the Fewa Lake. 
 
However, the development modality as well as resources to finance the project, which is likely to cost 
US$ 250, is yet to be finalized. 

 

 


