STUDY AND ANALYSIS REPORT ON FOREIGN CURRENCY- DENOMINATED
PPAs TFFHT TS die! REaee

Recommendations
Based on the study and analysis of various relevant reports, international practices, GON
policies and Action plans announced by the government from time to {ime, the task force has
recommended the following measures pertaining to foreign currency denominated Power
Purchase Agreements for hydropower projects scaled at different rated capacities.
G.1 The RoR and PRoR/Storage based hydropower projects up to the rated capacity of
100 MW shall be subjected to the power purchase agreements denominated in 100%
Nepali currency at the power purchase rates adopted (in the case of RoR projects) or to be
adopted (in the case of PRoR/Storage projects) in future by NEA.

G.2 The RoR and PRoR/Storage based hydropower projects for the rated capacity above
100 MW shall be subjected to power purchase agreements denominated in foreign
currency in USD and local currency in NRs provided that some portion of debt
investment is in foreign currency. For this purpose the equity portion of investment shall
not be less than 20% of total investment. In order to achieve objective of “Action Plan on
National Energy Crisis Mitigation and Electricity Development Decade, 20727 it is
recommended that this principie of PPA will have to oe implemented until 10,000 MW
capacity is concluded with NEA.

G.3 The currency mix ratio between USD and NRs in each generated bill shall be
determined using the following formula:

Let x be the percentage of foreign loan in total investment of a hydropower project. Then,
Foreign currency portion of Bill amount (A) = (x/100) * Bill amount in NRs.

And,

Nepali currency portion of Bill Amount (B) = (1- x/100) * Bill amount in NRs

«y” in the above formula shall be determined as per the substantiating documents
regarding the loan in foreign currency to be used for the project and such documents shall
be provided by the developer and verified by the offtaker prior to the conclusion of PPA
for this purpose. The value of x will have to be adjusted to the COD based on actual
proportion of foreign loan in total investment provided that it shall not exceed the
proportion as agreed at the time of PPA.

The power purchase rates shall be negotiated between the offtaker and the developer such
that the power purchase rates adopted (in the case of RoR projects upto 100 MW) or to be
adopted (in the case of RoR, PRoR/Storage projects) in future by NEA shall be
considered as the upper ceiling in the form of benchmark rate for such projects.
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