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1. INTRODUCTION AND BACKGROUND

Nepal Renewable Energy Programme (NREP) is a Government of Nepal programme
supported by The British Embassy Kathmandu. It is designed to increase private sector
investment to develop distributed renewable energy (DRE) markets, primarily in commercial,
institutional, and industrial market sectors; increase universal energy access, and a
corresponding higher quality of life, to Nepali citizens living in remote regions. The Programme
is implemented by the Alternative Energy Promotion Centre (AEPC) and a consortium led by
DAI Global.

The Central Renewable Energy Fund (CREF), a financial mechanism of AEPC established a
Viability Gap Funding based Sustainable Energy Challenge Fund (SECF) with funding support
from UK-Aid. The provision of the SECF is included in the Amended CREF Operational
Manual, which can be downloaded from https://www.aepc.gov.np/uploads/docs/cref-
operational-manual-2071-1st-amendment-2078-1621695236.pdf

SECF provides financial and technical assistance to private sector led, or public-private
partnership (PPP) DRE projects with a proven viability gap, to ensure their financial viability

and sustainable operation. SECF awardees are selected through a competitive process

The SECF is designed to attract private sector investments into the RE sector either in the
form of equity and credit. It will partially absorb initial investment risks and provide incentives
to the distributed renewable energy projects. SECF will de-risk investments by facilitating
commercial or low interest credit and possibly grants where there is a clear viability gap.
Innovative models which efficiently aggregate small-scale RETs to achieve last mile access

to lighting and clean cooking technologies are also eligible for competitive grants.

This information package is prepared to help the potential SECF applicants to implement

Sustainable Energy related project.

2. SUPPORT WINDOWS OF SECF
The following eight windows have been established to support projects through SECF.

1. For RE projects to be implemented with the  Capital grant up to 50% of the total project cost
investment of provincial and local level with and TA
the Public Private Partnership (PPP)
approach
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For projects to be implemented in the form of
Aggregated Demand for increasing access
to clean energy services to the households,
MSMEs and public institutions.

For projects to improve energy access to the
households, where the support is given
through Reverse Auction.

For projects that improve technical, financial
or managerial improvement of existing mini
and micro hydro and other renewable energy
mini/micro grid projects through System
Improvement

For other innovative sustainable energy

projects not covered by any other window

Viability Gap Support- For captive grid tied
project, where minimum of 51% of the annual
used for self-

energy produced is

consumption - Interest Rate Buy Down

Viability Gap Support-The captive grid tied
project (Max 1MW) where minimum of 51%
of the annual energy produced is used for
self-consumption-Generation Based

Incentive

First Loss Guarantees on RE loans
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Grant
promotion and capacity development costs -

to support market development &

maximum of 50% of these costs or <10 million

rupees or financial support requested -

whichever is less

Maximum NRs 10,000 per HH or the financial
support requested by the applicant - whichever

is less

Capital support: 50% of the total improvement
cost or < Rs.10 million or the financial support

requested by the applicant - whichever is less

Capital support- 50% of the total cost or <Rs.10
million or the financial support requested by the

applicant-whichever is less

Interest Buy Down- maximum of 50% of the total
interest on approved loan for maximum of 5
years or rate proposed by the applicant -

whichever is less.

Generation based incentives- based on the
produced energy units of every 4 months -
maximum of Rupees 1.50 per unit for upto 5
years or tariff Top-up proposed by the applicant

- whichever is less.

First Loss Guarantee-Maximum of 20% of the
total RE portfolio of all loans recommended by
SECF
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3. ELIGIBLE INSTITUTIONS
Following institutions are eligible to apply for the SECF support
1. Special Purpose Vehicle established to implement DRE PPP projects with
Local/Provincial Governments
Renewable Energy companies
Banks and Financial Institutions
Cooperatives
Industries or commercial entities registered under company act
Small and cottage industries

N o g ke

Any other companies not included above but have mandate to work in RE sector
and have at least two years experiences of working in the RE or sustainable energy
sector

For the eligibility and list of potential projects to be supported from SECF, please refer to the
Annex 6 of the Amended CREF Operational Manual. The table is also attached at the bottom

of this information package.

4. GOVERNANCE STRUCTURE OF SECF
As per amended CREF Operation Manual approved by the Ministry of Energy, Water
resources and Irrigation (MoEWRI), CREF mechanism will manage SECF. The

following structure has been set up to manage SECF effectively and transparently:

AEPC

Investment Committee

* RE policy

+ Project promotion and Independent Evaluation
Development
Panel

* Implementation support
& monitoring

Initial Screening
» Quality assurance committee

CREF

SECF secretariat

* CREF Operational

Manual

Figure 1: Governance structure of SECF

5. APPLICATION AND SELECTION PROCESS OF SECF AND ITS TIMELINE
SECF application is a 2-stage process. In the first stage, concept notes of the proposed
projects should be submitted through online portal www.secf.nrepnepal.com. Applicant needs

to provide Applicants data, Project data, targeted Beneficiaries, technical and economic data
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of the project. The concept notes will be evaluated and shortlisted by an Initial Screening

Committee comprised of sectoral experts.

In the second stage, full applications are requested from the shortlisted applicants. The full
proposal has more detailed information of the project including objectives, project
implementation, future sustainability, funding sources and capital budgeting including financial

forecast of the project. Details for this are provided in a separate information package.
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Figure 2: SECF steps and timeline

Apart from financial assistance from SECF, NREP also provides technical assistance to
potential applicants for project identification, assessment, concept note application and full
application submission. The final funding decisions of the SECF support depends on the
Independent Evaluation Panel recommendation and approval from Investment Committee.
SECF secretariat and AEPC will not guarantee funding to applicants that receive technical

support at any stage of the SECF approval process.

Proper and transparent screening process in each of the SECF governance level will be
followed so that adequate transparency and accountability can be ensured at each level.

There are the following five levels of screening for each of the SECF application;

a) Screening of concept note by Initial Screening Committee
b) Due diligence of the applicants by the SECF secretariat

(a)
(b)
(c) Evaluation of the projects by an Independent Evaluation Panel
(d) Legal and financial compliance verification and

(e)

e) Final approval from Investment Committee.
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SECF secretariat will ensure the availability of financial resources, legal compliance and
no duplication of support in consultation with AEPC, concerned Development Partner
and related Program/Project prior to the submission to the Investment Committee for its final

approval.

The Investment Committee is the final approving authority of all SECF support. Screenings in
each level will be carried out using predetermined criteria and scores to ensure consistency
while treating all received applications. The SECF process follow diagram in Annex 1 depicts

the process being following while awarding the SECF support.

6. CONCEPT NOTE EVALUATION PROCESS AND CRITERIA

The Initial Screening Committee will evaluate the concept notes received through online portal.

The concept notes will be evaluated on the following four major criteria.

S.N. | Criteria to be used and areas to focus in each of the criteria Weightage

e Type of organization (legal entity that makes and distributes | Mandatory
profit)
e Registered in ap_proprlat_e_ government agency. applicant and
o Registration certificate ‘ect are not
o Valid renewal of registration projecta
o PAN/VAT certificate eligible to apply,
e o further evaluation
o Tax Clearance certificate as per prevailing law. will not be done
o Not blacklisted by concerned GoN agency (In case of RESCO ’
model self-declaration from both RESCO and beneficiary
company)
o Self-declaration
o Not blacklisted in PPMO if applicable
o Not blacklisted by NRB if applicable
¢ Alignment of the concept with the objectives of the VGF based
SECF and funding partner’s criteria.
o Mandate in Memorandum or Association for doing the
proposed business

In case the

B Technical evaluation of the project concept 60
e Appropriateness and adequacy of the project concept and
proven technology demonstrated

Project demand and rationale explained

Project location clearly defined

Project methodology clearly articulated

e Cost components of the project identified

C Proposed financing arrangement of the project and investment 20
mix
e Proposed debt plus equity as percentage of total project
cost.
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S.N. | Criteria to be used and areas to focus in each of the criteria Weightage

e Support requested, as a percentage of the eligible
support ceiling of the SECF window applied for

D Expected results/impacts of the project 20

o How does the project contribute to energy access,
energy efficiency and/or energy transition?

e Is the applicant organization owned and/or led by women
and/or member of disadvantaged group? If yes, please
provide relevant evidence

Total Score 100

A concept note must get a minimum of 50 marks to be eligible for shortlisting for full application.

Only shortlisted concept notes will be requested to submit the full application within a month.

7. APPLICATION TEMPLATES
An approved concept note template can be downloaded from the application online portal
and NREP website. This template will help all applicants to know about the kind of
information required to fill concept note online. While filling the concept note using online

concept note portal (www.secf.nrepnepal.com), there is also Help Button for each of the

information sought for concept note.

8. FREQUENTLY ASKED QUESTIONS (FAQ)
A set of FAQs is available in the NREP website (https://www.nrepnepal.com/2021/06/secf-

fags/) to help applicants understand more about the SECF and its management. If there are
more questions or concerns, applicants can contact the prescribed telephone number and

email id in the notice.

9. COMPLETENESS CHECK BEFORE STARTING ONLINE SUBMISSION OF
CONCEPT NOTE
It is important that the applicants check the correctness and completeness of all the

information provided in the application before it is submitted online.

Following is a checklist to be completed by each of the applicant before submitting concept

note online:

¢ Do you have all the necessary information ready to input in the concept note portal?
e Have you clearly mentioned type of your organization?

e Have you attached the registration certificate and evidence of valid renewal of
registration of your organization?

e Have you attached the PAN/VAT certificate of your organization?
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¢ Have you attached the latest tax clearance certificate?

e Have you included your self-declaration that you are not blacklisted by PPMO or
NRB?

e |s your project concept aligned with the objectives of the VGF based SECF?

e Does your organization have the mandate to carry out activities in your project
concept note? If so, please attach copy of your organization's memorandum of
association or bylaws, as applicable?

e Have you sufficiently described the appropriateness and adequacy of your project
concept and demonstrated that your technology is proven?

e Have you properly explained the project demand and rationale?
e Have you clearly defined the project location?

e Haver you clearly articulated your project methodology?

e Have you provided the cost components of your project?

e Have you clearly described the expected results of your project and impact of the
project after implementation in terms of contributing to energy access, energy
efficiency and/or energy transition?

e |s your organization either owned and/or led by women and/or member of
disadvantaged group? If so, have you provided adequate evidence of it?

e Are you sure you have completed all sections of the concept note?
e Have you prepared all documents to be uploaded together with the concept note?
¢ Have you understood and signed the declaration?

If you have answered all the above questions, then it is likely that you can successfully submit
your concept note. If you have not answered any question, please ensure you have answered
it before clicking the submit button in the application portal. You can save all the information
entered and log out before submitting the concept note. You can then login again to complete

the concept note and then submit it.
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10. CONTACT DETAILS

For any additional information and queries, please contact the following:

Alternative Energy Promotion Centre (AEPC)
Mid Baneswar, Kathmandu, Nepal

Tel: 01-4498013, 4498014

Email: info@aepc.gov.np

Web: www.aepc.gov.np

Secretariat Head, Central Renewable Energy Fund (CREF)
Tel: 01-4246160 Ext- 333

Email: info@cref.gov.np

Web: www.cref.gov.np

SECF Fund Manager, SECF/ CREF
Tel: 9802323318

Email:secf queries@nrepnepal.com
Web:www.nrepnepal.com

10
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Annex 1: SECF process to be followed for SECF approval

SECF Process Flow

Phase 1- Application Process

Phase 2 - Due Diligence

Phase 3 - Project Approval

Phase 4 - Project Implementation

Publish notice
and Call for

Concept Note

w

Shortlisting by
Concept Note
Screening Committee

ls Applicant
shorilisted ?

Call for Full
Application

Y

-

Initiate Due Diligence

o

—

-

v

Due Diligence
Scoring

Is the Project
recommended?

.__[ IEF Review the
s Project

[ IEP review Scoring ]

Is the Project
Recommended ?

Secretariat cordinates with
AERPC, DP and Program to
werify:

Duplication

Fund Awvailibility
Programme alignment
Past performace

v

[ Presentation to 1C ]

Is Project
Approved?

F T
> Fund Cbligated
e -
h 4
e T
Project
commencement
p A
h 4

Fund disbursement
as per PBA

w

Monitoring and
Ewvaluation

Award SECF Support ]

Inform the applicant
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