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Preamble

nder the mandate given through the Constitution of Nepal, the Ministry of Physical In-
l | frastructure Development, Sudurpaschim Province, has initiated and supported the de-

velopment of this guideline in consultation with users, AEPC, local governments and
sector experts to help guide the user’s organizations/cooperatives, local governments and stake-
holders of solar mini-grid projects.



BACKGROUND

Iternative Energy Promotion Centre and Sudurpaschim Province are investing heavily in
Athe development of solar mini-grids at locations outside the reach of the national grid

inside the province. However, sustained management and operation of these systems are
not often addressed. It was realized that the solar mini-grids (SMGs) installed to date are running
in poor conditions due to a lack of guidance on various management aspects including tariff
setting and collection mechanism and utilisation of revenue for operation and maintenance, and
productive use of energy. These inadequacies have led to weak management of the system within
the community. As a result, the sustainability of SMGs has been jeopardised. Similarly, the hand-
over/takeover processes are not properly documented and are lacking information on appropri-
ate operation and ownership mechanisms.

To enhance the reliability and sustainability of the installed SMGs, it has become imperative to
determine the rights, obligations, and responsibilities of the responsible organization (users or-
ganization or cooperative) that is directly involved in daily management and operation. This feat
can only be achieved when there exists active community participation, with the people having
practical knowledge & skills on how to manage and maintain such SMGs systematically. It is
also necessary to increase common responsibilities among stakeholders, local government, and
provincial government to take guardianship of such systems. These realizations require the de-
velopment of a simple, practical, implementable management and operation guideline that is
acceptable to users, stakeholders, and government agencies.

Thus, the main purpose of this guideline is to strengthen the ability of user organizations and
cooperatives so that they can effectively manage and operate SMGs. More specifically, this
guideline aids in ensuring the sustainability and attractiveness of SMGs by addressing issues of
governance, accountability, and transparency. Furthermore, the guideline has attempted to in-
corporate management aspects that are not adequately described in government-issued proce-
dures such as User Committee Formation, Management and Operation Procedure, 2075 B.S.
and Solar Mini-Grid O&M Guideline developed by AEPC/RERL.



FOREWORD
By Executive Director of AEPC

ural electrification through decentralized mini-grid systems has been becoming popular
Rin the far remote communities of Nepal and other developing countries. Even some

developed countries have started promoting renewable energy-based decentralized mini-
grid systems as it is much more expensive to supply reliable electricity services through the
central grid. The Government of Nepal (GoN), government agencies dedicated to rural
electrification, development partners, Provincial Governments and local bodies have invested
heavily to increase basic electricity access using solar PV technologies to the communities
residing in the country’s remote areas.

Alternative Energy Promotion Centre (AEPC) is partnering with government agencies,
development partners, Provincial Governments, local levels, private sector, user groups, and
other concerned stakeholders for providing electricity services to people outside the reach pf the
national grid through solar mini-grid systems. Such solar mini-grid systems which are funded by
the supporting agencies (in most cases AEPC and the development partners) and installed by
private companies, will be handed over to local user organizations after the completion of
construction work. These local organizations (community groups/ users organization/
cooperatives) manage and operate the projects after successful testing and commissioning.
However, due to a lack of technical knowledge and management capacity in local user
organizations/committees or cooperative organizations, many projects are not able to perform
sustainably.

The Ministry of Physical Infrastructure Development (MoPID), Sudurpaschim Province has been
developing some solar mini-grid projects with its investment to provide electricity services to the
remote villages of the province. Similarly, AEPC together with various development partners is
also providing technical and subsidy support for such technologies in the province. For
sustainable management and operation of such community-based solar mini-grid projects in the
province, the ministry has decided to prepare and implement the “Guideline for Management
and Operation of Community Managed Solar Mini-Grids” in the fiscal year 2079-80 B.S.

The Promotion of Solar Technologies for Economic Development (POSTED) project has prepared
this guideline in line with the ministry’s decision and request. AEPC has approved this guideline
and recommended it to MoPID to apply it to the solar mini-grid systems that are currently
operating or will be built in the future in the districts under the government of Sudurpaschim
Province. This guideline provides important topics ranging from the choice of suitable
institutional structure (user organization or cooperative) to the management/operation of the
solar mini-grid system, to the selection of employees, financial management, the operation
process of the organization, tariff determination and collection, etc. In addition, the important
procedures, forms, formats etc. which are necessary for the daily operation and management of
the community organization are also included in the guideline.
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B PART 1
NAME AND
COMMENCEMENT

1.1 Citation, application and interpretation

» The name of the guideline shall be cited as “Guideline for Management and Operation of
Community Managed Solar Mini-Grids, 2023".

» This guideline shall be binding to all solar mini-grid user organizations/cooperatives, re-
spective local governments and other stakeholders.

» The Ministry of Physical Infrastructure Development, Sudurpaschim Province shall have ul-
timate rights to explain this guideline.

* In case of any legal ambiguities, established laws shall be referred to for resolution.

1.2 Definition of specific terms used

“Users” shall mean electricity users of SMG systems.

“Users Committee” shall mean a management committee formed by a general assembly meet-
ing of electricity users to implement, operate and manage an SMG.

“User’s Organization” shall mean a formally registered User’s Committee in the local govern-
ment (LG) that is entitled to the Management and Operation of the SMGs. User’s Organization
is usually identified through its unique name given at the time of registration.

“Cooperative” shall mean a Multipurpose Cooperative registered as per the Cooperative Act
2074 that operates the Solar Mini-Grid together with other economic activities.

“Organization” shall mean the User’s Organization or the Multipurpose Cooperative that is le-
gally registered in LG/PG and entitled to the management and operation of SMGs.

“Productive Energy Use” shall mean agricultural, commercial and industrial micro, small and
medium enterprises consuming SMG electricity as a direct input for the production of goods
and services.

“Solar Mini-Grids” shall mean an off-grid generation of electricity from solar energy technolo-
gies with local distribution systems to end users; that are financed by local government, gov-
ernment agency, or a donor agency, or through multiple financing sources.

“Installer Company” shall mean a qualified (pre-qualified by AEPC) solar power company that
is contracted by LG, or government agency, or an investor to supply equipment, install and
provide post-installation services.
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“Service Provider” shall mean a qualified solar power company contracted by an SMG Users
Organization or Cooperative or LG/Provincial Government (PG) to provide specific operation
and maintenance services.

“Funding Agency” shall mean government agencies, non-governmental organizations and de-
velopment partners that work in partnership with LG for the development of the SMG.
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B PART 2
ORGANIZATIONAL
MODALITIES

2.1 Modality selection

» Local government and electricity users shall carefully choose the appropriate ownership
modality for the implementation, management and operation of the SMG.

= Ownership modality shall be selected based on the type of funding available, economic op-
portunities, community capacity, and size of the SMG.

» The LG shall duly request financial and technical support from a suitable funding agency
based on the corresponding subsidy/grant policy.

* LG and the concerned community shall refer to Table 1 below which portrays general con-
ditions for the selection of the most appropriate SMG ownership modality.

Table 1: SMG Ownership modalities and general conditions

Ownership modalities General conditions

1. User's Organiza- * Not feasible to set up cooperatives, companies or other prevalent
tion ownership modalities in the community due to local contexts.

= Ability to fulfil all requirements to receive FG, PG and LG grants.

* Other government agencies or development partners prefer to pro-
vide SMG grants through User’s organization modality.

* SMG is relatively small (capacity below 30 kWp, serves less than 30
households and potential revenue below Rs.15,000 per month).

2. New SMG-ori- * Funding agencies have pre-conditions that the SMG should be imple-
ented cooperative mented and managed by a cooperative.

* There is an opportunity to manage multiple SMGs in a single cooper-
ative to reduce M&O costs.

* SMG is relatively moderate or bigger (capacity is more than 30 kWp,
serves more than 30 user households and potential revenue is more
than Rs.40,000 per month).

* PEU potential is relatively high in the locality.

*  Community mobilization support is available from LG, NGOs, cooper-
ative federations, or service providers.

3. Existing multipur- = The existing cooperative is willing to internalize SMG components
pose cooperative into it by forming a dedicated subcommittee of electricity users.
(micro-finance) * Such a subcommittee is capable and willing to execute all M&O activ-

ities under the umbrella of a multipurpose cooperative.
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Ownership modalities General conditions

* Cooperative is willing to consider this subcommittee as a shareholder
on behalf of its users.

* The existing cooperative is willing to provide the required M&O sup-
port to the SMG.

4. Public/private * The company is registered in the Office of the Company Registrar
company (OCR) under the Companies Act 2063.

= |G aims to obtain or has secured a subsidy from the AEPC or invest-
ment from the company.

* The public-private partnership model has been agreed upon for the
development, management and operation of the system.

* Exists significant MSME and economic potentials in the locality.

* There are more than 100 shareholders in the case of a public com-
pany.

* Thereis/are 1 to 100 shareholders in the case of a private company.

5. Local government = The targeted community is too poor, deprived and has not capacity

to run the SMG.

= Other ownership modalities are inappropriate due to specific socio-
economic conditions of the community.

= |G aims to obtain or has secured government subsidies or LG has al-
located a budget for the SMG development.

* LG must provide electricity to all left-out communities to cover 100%
of households by 2030.

* Existing SMG has collapsed, and LG has to take full responsibility for
its M&O.

2.2  Guiding principles
» The community shall be supported through SMGs where electricity through the national
grid or mini-grid or microgrids have not been reached yet.

= Users shall be capable and committed to owning the SMG, as well as fully aware of poten-
tially higher per unit cost compared to the national grid.

» Whatever the ownership model, the saving credit activities shall be carried out within the
user’s group.

» Whatever the ownership model, it shall demonstrate representative, autonomous, non-
profit, voluntary, democratic, inclusive, and participatory characters in its workings.

» Whatever the ownership model, it shall have an organizational vision, goals, plans, man-
agement committees, and basic facilities such as bylaws, office, workforce, bank account,
etc.

= As far as possible, public land shall be used for SMG to avoid potential social conflicts and
minimize management cost.

= Agreement between community organization and installer company shall be in Nepali lan-
guage.
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» There should be tri-party agreement between the provincial government, local government

and installer companies when the system is being implemented in support from the provin-
cial government.

» Despite many ownership models argued above, this M&O guideline shall be applicable
largely for the ‘Users organization” and ‘Cooperative’ ownership modalities.
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I PART 3
MANAGEMENT THROUGH
USERS ORGANIZATION

3.1 User’s Organization structure

» The User’s Organization (UO) shall have a User’'s Committee with the following positions
for the overall management of the SMG:

o Chairperson
o Deputy Chairperson
o Other members (7-9)

» The UO shall have the following full/part-time salaried staff:
o System operator, and/or
o Manager

o The UO can optionally engage a third-party service provider for specific operation and
maintenance tasks.

The UO shall report to LG (and PG) for regulatory compliance and other relevant matters.

The UO is entitled to form subcommittees if there is a need for it and the SMG is large
enough to make such subcommittees vital for the sustainable operation of the system.

Possible subcommittees include:
o Technical subcommittee: for responding to special technical issues and challenges;

o Financial subcommittee: for responding to special requests for financial oversight and
report;

o Productive Energy Use (PEU) subcommittee: for promoting PEU and raising funds for it;

o Any other subcommittee deemed necessary by the Organization.

» The structure of the UO and its relationship with the entities shall be as shown in Figure 1.
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Non-Paid / Voluntary Paid / Renumerated

Provincial Government Regulatory compliance and Permanent salaried staff for
Guidance and oversignt reporting running daily operations

System Operator
Techncial oepration &
maintenance and metering

Local Government

Guidance and oversignt Admin Officer
. . . Tariff collection and book
. . keeping
()
User’s Organization
Chairperson
Deputy chairperson
Members
Third Party
Financial Subcommittee Service
Respond to special requests for Providers
D | R T G Contracted for specific
i : . . - tasks (either service
Optional: Created and Optional: Specialist 0&M iR G G TR,
dissolved on need basis services

Figure 1: Structure of the User’s Organization

3.2 User Committee formation

Before registration of the User’s Organization, a wide-ranging mass meeting of users shall form
a User’s Committee (UC). The UC shall act as an executive body for the overall management
and operation of the potential SMG. UC formation process shall be as follows:

= Community representatives shall notify people about the meeting venue, date, time and
agenda seven days before the meeting date.

* In case the SMG has to be implemented in partnership with LG, PG, the federal government
and development partners; the UC shall be formed in the presence of LG representatives in
coordination with the concerned ward committee.

» Among the users, a 7 to 11-member UC shall be formed through the mass meeting.

* In case the SMG covers many communities, the UC shall be formed in the presence of the
Ward Chair or the ward member nominated by the Rural Municipality Chair/Mayor.

» Local government personnel or representative shall deliver a brief introduction of SMG to
the public including the proposed structure and nominated people for the UC.

= As far as possible, 33 percent of positions of the proposed UC shall be female.

= Only one person from a joint family can be nominated for the UC member, but the same
person shall not be nominated in more than one UCs.

= As far as possible, the UC shall be formed on a consensus basis. In case consensus cannot
be reached, the UC shall be formed on a majority ruling basis. In case of disputes, the UC
shall be formed in coordination with the concerned ward committee (in the presence of
LG’s executive member).
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3.2.1 AQualification of personnel
Permanent resident of SMG area.
Above 18 years of age.
Not recognized as a confirmed guilty person by the court in any criminal case.
Has no government dues or unsettled advance in the account.
Not working as a member in other Users Organizations.

Elected people’s representatives, government employees, teachers and employees of an
NGO or development partner will not be eligible for becoming a member of the User’s Or-
ganization.

3.2.2 Service period

From the date of formation, the service period of the UC shall be for 4 years or as provi-
sioned in the bylaw.

In case any position becomes vacant due to any reason, the vacant position will be refilled
in the next possible assembly meeting.

Until the new UC does not assume office, the old UC shall undertake all M&O activities as
before. The old UC shall hand over all the project-related assets, accounts and official docu-
ments to the newly formed UC.

3.2.3 Role, responsibility and duties

Users are both managers and owners of their SMG, so they shall be involved in every step of
the SMG implementation cycle. In other words, UC is the main executive body responsible for
planning, implementing, monitoring, managing and maintaining the scheme after completion.
UC is also the responsible body for making essential arrangements for the future sustainability
and reliability of the SMGs. Hence, the success of a scheme depends largely on the capacity of
UC. Thus, it has many minute responsibilities during and after the implementation. The key re-
sponsibilities of UC shall be as shown in Table 2.
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Table 2: Roles and responsibilities of the User’'s Committee

Implementation phase Management and Operation phase

Open a bank account in the name
of the User's organization.

Execute all activities as stated in
the agreement. Activities shall not
be executed by subcontracting
with other contractors, individuals,
and organizations.

Organize and manage all official
records using prescribed tem-
plates, forms and formats.

Provide all official and project-re-
lated information to the members
regularly.

If any UO implements an SMG
owned by LG, obtain directions
from PG or LG before starting pro-
ject works.

Define and delegate roles and re-
sponsibilities for different subcom-
mittees.

Create or provide capacity-building
training and exposure opportuni-
ties to its members.

Request to LG or PG when changes
in terms of quantity, quality, time,
and cost have to be made.

Provide necessary support to the
LG/PG staff who is deputed to look
after the SMG.

Conduct a social audit and publish
its outcomes.

Mount an information board at the
location highlighting salient fea-
tures of the project.

Obtain authority by assembly
meetings to carry out specific tasks.
Carry out quality assurance, con-
struction supervision and payment
scheduling activities.

Hold regular assembly meetings.

Implement all activities as directed by the assembly
meeting and users committee meeting.

Coordinate and remain in close contact with the LG
and PG.

Keep all legal obligations up to date.

Prepare and get approval for the annual plan and
budget through the assembly meeting.

Carry out general audit and public audits on time.
As per need, form/dissolve different subcommittees.

Solve all disputes locally that arise within the scope of
SMG.

As per the need, hire, fire, and manage needful hu-
man resources such as Operators and Managers.
Keep updated information and records related to ad-
ministrative and financial transactions.

Prepare periodic progress reports and financial state-
ments, submit reports to the LG/UG as agreed, and
present them to the users.

Prepare different bylaws and M&O manuals for effec-
tive implementation of SMG activities.

Collect electricity tariffs regularly and deposit them in
the bank account.

Carry out daily plant management and operation as
per the set norms and standards.

Manage all SMG assets such as equipment, materials,
tools, documents and staff.

Prepare annual M&O plans/programs and implement
them regularly.

Set up and mobilize M&O and PEU funds and pro-
mote PEU activities in the community. Use surplus
funds in other priority areas as per the decision.
Procure, store and use non-local materials including
spare parts needed for the SMG and keep records.
Facilitate/coordinate the conduction of saving/credit
activities by forming different community groups.
Call for a general assembly meeting before the expi-
ration of its tenure.

Ensure the use of technical standards and day-to-day
plant operation guidelines.

Train technical staff and ensure a competitive salary
package to retain experienced human resources.
Decide to add or cut the power lines of individuals.

Protect the project from vandalism or provide security
to the project.
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3.3 Meeting procedures

3.3.1 General assembly meeting

General assembly meetings shall be conducted at least once a year within the first trimester
of the fiscal year, and any additional meetings as needed.

The User’s Organization (UO) chairperson shall chair the general assembly meeting.

In the absence of the chairperson, the vice chair shall take the responsibility of the chairper-
son.

Key invitees shall include all UO members, advisors, users, a representative from local gov-
ernment, representatives from local institutions, representatives from local civil society or-
ganizations, a representative from an SMG association, a representative from an SMG coop-
erative and other important person/institutions related to the mini-grid.

The UO treasurer shall present a mini-grid-related financial report including income and ex-
penditure status in writing for the endorsement.

The UO secretary shall present a periodic progress report that includes operational status,
user numbers, institutional/legal status, administrative status, technical status, immediate
challenges and opportunities, plan, etc. in writing for the endorsement.

The UO shall respond to all queries raised by participants that are related to the mini-grid.
The assembly meeting shall be conducted in stepwise procedures as below:

Step 1 - Preparation and participation: UO chairperson shall prepare a general as-
sembly meeting agenda, schedule, and list of invitees ahead of time.

Step 2 - Call for a meeting: The UO chairperson shall officially call for the meeting at
least 7 days in advance. Institutional representatives shall be invited through letters
and users through reliable means of communication.

Step 3 - Meeting conduct: The meeting shall be chaired by the UO chairperson and
started on time. After reaching a 50% minimum participation, the meeting shall be
started. All the agenda shall be discussed in a cordial, systematic, and democratic
manner and decisions shall be taken on a consensus basis.

Step 4 - Minute taking: The UO shall take a minute of all decisions taken by the as-
sembly meeting. Minutes shall be neatly written, recorded in the minute book and
maintained by the secretary or designated person. The secretary will need to ensure
the recording of the date, time, location, list of attendees, signatures, decisions, ac-
tions, etc. in the minute book.

Step 5 - Meeting closure: The chairperson shall formally end the meeting when the
agenda has been completed or when the scheduled end of the meeting time ar-

rives. The decision made shall be informed to all concerned through the notice
board.
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3.3.2 Regular meetings

The User’s Organization meeting shall be called by the UO chair when needed to take de-
cisions on M&O, legal, social or other related issues.

In normal conditions, a UO meeting shall be held at least once a month.
The UO chairperson shall chair the meeting.

In the absence of the chairperson, the vice chair shall take the responsibility of the chairper-
son.

The UO chair shall take advice from other committee members to set out the meeting
agenda and meeting dates.

The regular UO meeting shall follow stepwise procedures as below:

Step 1 - Preparation: The UO chairperson shall prepare a meeting agenda ahead of
time based on the urgency of issues to be discussed and decided.

Step 2 - Call for a meeting: The UO chairperson shall formally call for the meeting at
least two days in advance. All UO members and key invitees shall be communicated
through a letter or other reliable means of communication with indications of the dis-
cussion agenda. In case specific reports are to be presented, copies of such reports shall
be distributed together with the invitation.

Step 3 - Meeting conduct: The meeting shall be chaired by the UO chairperson and
started on time. After attaining a 50% quorum, the meeting shall be started. All agendas
shall be discussed in a cordial, systematic and democratic manner, and decisions shall
be taken on a consensus basis as far as possible.

Step 4 - Minute taking: The UO must take minutes of all decisions made during UO
meetings. Minutes shall be neatly written, recorded in the minute book maintained by
the secretary or designated person. The secretary shall need to ensure correct recording
of the date, time, location, list of attendees, signatures, decisions, completed actions,
etc. in the minute book.

Step 5 - Meeting closure: The chairperson shall formally end the meeting when the set
agenda has been completed. Any decisions shall be read out before the conclusion. A
copy of decisions needs to be pinned to the notice board.

3.4 Financial procedures

3.4.1 Accounting procedures

Users Organization shall maintain a cash ledger, individual users account, loan registration
account, arrears settlement accounts, income, expenditure, assets and liability accounts,
and other accounts as appropriate. All books of accounts shall be in the standard form and
format.

All financial transactions shall be recorded in a double-entry accounting system.
To a possible extent, accounting software shall be installed and used.

All the income including electricity bills, saving, loans, interest, membership fees, charges,
etc. shall be accounted for under the income heading.
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All payments shall be made after ensuring the availability of the budget, support documents
and approval by the authority.

All payments shall be made through bank cheque as far as possible except in the case of
petty cash.

Payment-related information shall be recorded in the specified ledgers or personal accounts
immediately.

All transaction-related bills, receipts, and vouchers shall be recorded and filed properly.

3.4.2 Financial rules and regulations

The manager shall report monthly financial status in the UO meeting for review.

The annual program and budget shall be prepared in a participatory manner and imple-
mented after getting approval from the assembly.

If the approved budget of any head is insufficient, re-appropriation from other heads shall
be made after getting a mandate from the assembly.

Managers shall maintain financial discipline and cost-effectively perform financial dealings.

To execute specific administrative and managerial tasks, subcommittee coordinators or
managers can receive cash advances by fulfilling set financial rules. Before obtaining any
cash advance, previous dues shall have been settled by the receiver.

All full-time working staff shall be eligible to obtain one month's advance salary based on
their application for logical reasons.

3.4.3 Bookkeeping procedures
Generally, the manager shall be responsible for the collection of tariffs.

The collected tariff from each individual shall be recorded in the personal account and pay-
ment receipt shall be given to the user.

The user’s card shall be filled out and signed by the tariff collector.

The tariff collector shall deposit the accumulated amount in the bank account preferably
every day or as directed by the User’s Organization.

The electronic record for the collective tariff of each individual shall be maintained using
computer Excel sheets or software.

3.4.4 Procurement of goods and services

User’s Organization shall procure SMG-related goods and services for repair and mainte-
nance or for stocking through qualified solar companies or reliable local vendors.

As per the decision of the UO meeting, the treasurer or subcommittee coordinator can take
the lead to procure goods and services worth up to 50,000 Rupees directly. For items worth
more than 50,000, the UO meeting shall create acceptable procurement procedures and
mechanisms.

Goods and services shall be purchased based on the lowest price quotes offered by at least
3 suppliers.

Payment for such goods and services shall be done through a bank.
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Procured physical items shall be registered in the stock book mentioning item numbers,
cost, quality, engrave numbers, etc. and given out based on the approved demand form,
with code/serial number painted.

A VAT bill shall be obtained from the supplier/service provider companies.
While procuring engineering, financial, legal and other related services, the UO shall follow

the same procedure as the provision for the purchase of goods.

3.4.5 Bank account and use of fund

User’s Organization shall have a bank account in a dependable financial institution nearby,
preferably A or B-class bank.

The bank account shall be jointly operated at least by two persons. One of them shall be the
chairperson and others could be treasurer, manager, or both as decided by the assembly
meeting.

Principally, all types of cash income should be deposited in the bank account every day but
UO can make a suitable rule based on transaction volume.

Bank vouchers shall be properly filed out and voucher amounts be posted in the income
register acco