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PROJECT INFORMATION DOCUMENT (PID) 
APPRAISAL STAGE

Report No.:  PIDA638

Project Name Kali Gandaki A Hydropower Plant Rehabilitation Project 
(KGAHPRP) (P132289)

Region SOUTH ASIA
Country Nepal
Sector(s) Hydropower (100%)
Lending Instrument Specific Investment Loan
Project ID P132289
Borrower(s)
Implementing Agency Nepal Electricity Authority
Environmental Category B-Partial Assessment
Date PID Prepared/Updated 28-Mar-2013
Date PID Approved/Disclosed 28-Mar-2013
Estimated Date of Appraisal 
Completion

07-Feb-2013

Estimated Date of Board 
Approval

14-May-2013

Decision

I. Project Context
Country Context
Nepal is a land-locked country, located between China and India, and is characterized by significant 
geographical and social diversity. According to the 2011 census, the population size is 26.6 million 
people. More than 90 languages are spoken in Nepal and there are about 100 caste and ethnic 
groups.  In an approximate rectangle of 800 kilometers by 250 kilometers, there are three distinct 
eco-zones- the mountains, the hills and the tarai plains - running north to south and five east-to-west 
development regions. The percentage of people living below the international line for extreme 
poverty (people earning less than US$1.25 per day) declined from 53 percent in 2003/2004 to 25 
percent in 2010/2011.  Despite the progress in poverty reduction, GNI per capita remains low at US
$742 in 2012 and Nepal remains among the poorest countries in the world.  
 
Nepal is still struggling with the reminders of a ten year armed conflict that ended in 2006. It is 
currently passing through a prolonged political transition. This transition entails two interrelated 
processes: promulgation of a new constitution and the completion of the ongoing peace process. 
While Nepal has made good progress on the peace process – notably by formally concluding 
integration of former ex-combatants into the armed forces in August 2012 – the country’s political 
transition is taking longer than expected. The Constituent Assembly (CA), in effect since 2008 and 
tasked with drafting Nepal’s new constitution, was dissolved in May 2012 without completing the 
constitution.  Following a long period of uncertainty and protracted political negotiations, political 
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parties agreed on March 13, 2012 to form an “interim election council” under the leadership of the 
Chief Justice of the Supreme Court. The interim government is charged with holding new CA 
elections by June 21, 2013.

II. Sectoral and Institutional Context
Energy Sector Background 
 
Nepal’s energy sector development is low by global and South Asia regional standards. Ths heavy 
reliance on traditional energy sources brings with it problems of limited opportunities for rural 
economic development, environmental degradation, inefficiency in provision of energy services, 
and health impacts particularly for women. About 46% of the population in Nepal is estimated to 
have access to electricity (grid and off-grid), with a significant disparity between access levels in 
urban Nepal (around 90%) and rural Nepal (around 30%). Individual consumption remains very low 
at about 70 kWh per capita, even for urban Nepalese, compared to 733 kWh for India and 2,600 
kWh for China. 
 
Nepal’s grid-connected generation capacity is low, amounting to 713 MW, of which 659 MW is 
based on hydropower, therefore volatile. Summer surplus cannot be exported due to lack of 
evacuation infrastructure to India. Nepal has a 43,000 MW of techno-economically feasible 
hydropower potential but has only been able to develop less than 1.5 percent of this potential. 
Demand for electricity has been growing at close to 9 percent per year over the last decade, boosted 
by economic growth and increasing access to electricity but is facing an average 12 to 18 hours of 
load-shedding per day in winter. Electricity shortages are a severe impediment to growth in Nepal.  
 
Generation capacity development is facing significant barriers, because of the long-lasting political 
instability, the lack of institutional capacity of the policy and regulatory institutions, the remoteness 
and difficulty of the terrain, the lack of necessary infrastructure (roads and transmission lines), the 
speculative outlook of many of the license holders, weak financial capacity of Nepal Electricity 
Authority (NEA), and the lack of an alternative market for the electricity, especially in view of the 
economies of scale required by the large hydropower schemes. 
 
 Institutional Context 
 
The Ministry of Energy (MoE) is in charge of sector policy formulation and regulation as well as 
overseeing planning, investment, and development of the power sector. The MoE is also responsible 
for issuing licenses for electricity generation, transmission and distribution and is supported by the 
Department of Electricity Development (DoED). In addition, the Investment Board was established 
in November 2011 and entrusted with the responsibility of facilitating the development of large 
infrastructure projects including hydropower projects above 500 MW.  
 
The NEA was formed in August 1985, under the Nepal Electricity Authority Act of 1984 as a 
vertically-integrated government-owned utility responsible for generation, transmission and 
distribution of electricity in Nepal. The NEA‘s mandate also includes formulating policy 
recommendations to the Government on power sector development, sector regulation and tariffs. 
The NEA owns a generation capacity of 531 MW (90 percent hydropower), equivalent to 75 percent 
of the country’s total installed capacity, and holds 1,087 MW of survey licenses for new 
hydropower generation. For domestic consumption the NEA serves as single buyer for a large part 
of the power generated by the IPPs. NEA’s financial situation limits its investment capacity in new 
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generation facilities, or distribution and transmission infrastructure. It also undermines the 
credibility of the national utility as a reliable off-taker for IPPs.

III. Project Development Objectives
The objective of the proposed project is to improve the reliability of power supply of Kali Gandaki 
A Hydropower Plant through rehabilitation and safety measures and to and improve the response 
capacity of Nepal in case of an emergency.

IV. Project Description
Component Name
Component A: Civil Works
Component B: Electro-Mechanical Works
Component C: Technical Assistance & Capacity Building
Component D: Contingent Emergency Response Component

V. Financing (in USD Million)
For Loans/Credits/Others Amount
BORROWER/RECIPIENT 3.85
International Development Association (IDA) 27.26
Total 31.11

VI. Implementation
A. Institutional and Implementation Arrangements 
 
The NEA, the implementing agency, is a government-owned utility with whom the Bank has 
worked extensively. The Management of the NEA is entrusted by a board of directors comprising 
the chairman, a role currently played by the chief secretary, GoN, and other members, including the 
secretary, Ministry of Finance (MoF), and other power sector experts.  
 
A project steering committee (PSC) has been established to ensure oversight and coordination by the 
NEA’s senior management under the managing director. The PSC has three members: (a) managing 
director; (b) general manager of the generation operation and maintenance; and (c) deputy managing 
director finance.  
 
A project implementation unit (PIU) dedicated to preparation and implementation of the proposed 
project is already in place and is functioning under the general manager, Generation. To address the 
delays encountered in procurement actions, including getting the necessary clearances from the 
Bank, an experienced procurement advisor was recruited. Tender documents for all the major 
components are at an advanced stage of preparation.   
 
 
B. Results Monitoring and Evaluation 
 
The PIU will include dedicated personnel for monitoring and evaluation, with an administrative 
officer from Large Power Plants Operation & Maintenance (LPPOM) in charge of this activity. The 
PIU will submit monthly reports in an agreed format to the GoN, project steering committee and 
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Bank. The monthly report will cover the progress and expected completion dates for works and 
equipment supply contracts, progress on institutional components, implementation of safeguards 
instruments, relevant intermediate results indicators, comparison of budget to actual, training and 
studies, and activities of the PIU’s engineering, procurement, and financial consultants.  The PIU 
will also prepare annual reports, commencing April 31, 2013, to be delivered to the Bank no later 
than the end of each fiscal year of project implementation. A mid-term review of the project would 
be undertaken by December 31, 2014.  A Project Completion Report would be submitted to the 
Bank no later than three months after the project completion. 
 
C. Sustainability 
 
There is high demand for the power produced, since 25 percent of the grid connected load of the 
country depends on this plant. The proposed project aims at improving the long-term sustainability 
of Kali Gandaki A, as well as of the hydropower sector in Nepal at a time when the country is 
entering an era of large investments in hydropower.  
 
The sustainability of Kali Gandaki will be strengthened by improving the operating practices of the 
dam thanks to international expertise and new sediment monitoring technologies, training of NEA 
staff on sediment-guided operations and better managing the catchment area. Policy dialog with the 
Government on strengthening the knowledge, capacity and regulation of the hydropower sector 
towards better safety practices and more sustainable operations will be continued.

VII. Safeguard Policies (including public consultation)
Safeguard Policies Triggered by the Project Yes No
Environmental Assessment OP/BP 4.01 ✖

Natural Habitats OP/BP 4.04 ✖

Forests OP/BP 4.36 ✖

Pest Management OP 4.09 ✖

Physical Cultural Resources OP/BP 4.11 ✖

Indigenous Peoples OP/BP 4.10 ✖

Involuntary Resettlement OP/BP 4.12 ✖

Safety of Dams OP/BP 4.37 ✖

Projects on International Waterways OP/BP 7.50 ✖

Projects in Disputed Areas OP/BP 7.60 ✖

VIII.Contact point
World Bank
Contact: Pravin Karki
Title: Senior Hydropower Specialist
Tel: 473-0850
Email: pkarki@worldbank.org

Borrower/Client/Recipient
Name:
Contact:
Title:
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Tel:
Email:
Implementing Agencies
Name: Nepal Electricity Authority
Contact: Mr Rameshwar Yadav
Title: Managing Director
Tel: +977 1 4227725
Email: neamd@nea.org.np

IX. For more information contact:
The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone: (202) 458-4500 
Fax: (202) 522-1500 
Web: http://www.worldbank.org/infoshop


