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UPDATE ON THE LAO PDR: N A M  THEUN 2 
HYDROELECTRIC PROJECT 

I. INTRODUCTION 

1. This annual Update builds on the last semi-annual Update (December 4, 2007) and the 
Interim Progress Report (February 29,2008) on the Nam Theun 2 Project (NT2) circulated to 
the Executive Directors of the World Bank (WB) and the Asian Development Bank (ADB). I t  
i s  the third annual Update since project implementation began in June 2005. The Update i s  based 
on the findings and assessment o f  a recent joint management mission o f  the International 
Financial Institutions (IFIs) supporting the project and reflects recent developments.' 

2. The overall economic outlook in Lao PDR remains favorable, although rising inflation 
due to higher prices for fuel and food is  a risk to be watched. The economy's recent 
performance and future prospects, as well as the support provided for implementation of  Lao 
PDR' s poverty reduction strategy and plans, are covered in the documentation recently circulated 
to the WB Executive Directors in connection wi th Board consideration o f  the Poverty Reduction 
Support Operation IVS2 Some highlights are summarized below. 

3. GDP growth remained above seven percent in 2007. Non-resource sectors contributed 
over five percent to this growth, with the resource sector providing the balance. As Lao PDR i s  
surrounded by some of the fastest growing economies in the world, such as China, Vietnam and 
Thailand, i t  i s  benefiting more from greater demands for i t s  products and large foreign direct 
investment inflows from these neighbors. Moreover, significant progress has been made on 
reforms across various sectors, including strengthening the public financial management system 
and encouraging further private sector investment. 

4. I n  particular, progress of public financial management reform has been impressive. 
Driven b y  natural resource and other revenues, as well as efficiency gains in tax administration, 
the Government o f  Lao PDR (GOL) exceeded i t s  revenue targets for the second consecutive 
year. With improved financial control and fiscal discipline, the GOL ful ly funded budget 
appropriations in FY2006/2007. A sound public financial management framework has been put 
in place through the Budget Law along with revenue side reforms under the umbrella o f  the 
Public Financial Management Strengthening Program (PFMSP). The G O L  has successfully 
piloted centralization o f  the customs, tax and treasury departments in four provinces and engaged 
appropriate expertise to assist with developing a new revenue sharing framework. The GOL 
approved the revised PFMSP in March 2008, incorporating revenue reforms and further 
deepening o f  expenditure management reforms. 

5. Development partners established the WB administered Multi-Donor Trust Fund 
(MDTF)  in June 2008 to support PFMSP implementation. Australia (through AusAID), the 
European Commission, the Swedish International Development Agency, and the Swiss 

The WE3 and the ADB have agreed to keep their respective Boards informed about implementation of the Lao PDR 

Fourth Lao PDR Poverty Reduction Support Operation Grant (P107242) Report No AB 3754. 
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NT2 project through joint reporting on an annual basis, supplemented by semi-annual updates. 
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Development Cooperation are contributing to the MDTF. The MDTF wi l l  be a key vehicle for 
harmonizing donor assistance towards PFMSP implementation and thus wil l  help the GOL to 
continue to refine budget preparation, execution, reporting and auditing systems; strengthen the 
monitoring o f  state-owned commercial banks; and improve financial management o f  selected 
state-owned enterprises. The next bi-annual joint Government-Donor Public Expenditure Review 
and Integrated Fiduciary Assessment w i l l  be conducted this year, and the next Public 
Expenditure Traclung Survey exercise w i l l  take place in 2009. Meanwhile, an Audit Peer 
Review (APR) was completed in March 2008 by a team from the Audit Office o f  New Zealand. 
The State Audit Organization i s  now working to build i t s  capacity consistent wi th the APR 
findings. I t  i s  also increasing i t s  personnel strength and working with the Audit Offices of  China, 
Thailand, Malaysia, and Vietnam on improving capacity o f  i t s  staff to undertake effective and 
timely financial audits and gradually build up the capacity for performance audits. 

6. Implementation of the NT2 Revenue Management arrangements has further 
advanced. PFMPSP implementation w i l l  enable the GOL to establish mechanisms to manage 
revenues with greater transparency and accountability, while ensuring that they are targeted to 
poverty reduction and environmental protection programs. Initially, eligible expenditures for 
primary education, basic health, and rural district roads programs wi l l  be funded from NT2  
revenues. These eligible expenditures w i l l  be clearly identified b y  September 2008. Starting in 
FY2008/2009, these programs will be tracked and “additionality” verified. The revised Chart of  
Accounts to be implemented in FY2008/2009 w i l l  provide information on baseline allocations 
for eligible programs. Priority actions are planned to be completed wel l  ahead o f  January 2010, 
when NT2  revenues w i l l  begin to flow. Thereafter, the eligibility o f  other poverty reduction and 
environmental protection programs w i l l  be considered. This i s  consistent with the GOL’s 
National Socio-Economic Development Plan and the NT2  Government Letter o f  Implementation 
Policy. 

7. Progress on physical aspects of the NT2 project is impressive and civil works are 
nearing completion. All underground works are substantially complete, and the Power House, 
Downstream Channel and other construction sites are on schedule. Roughly 18 months before 
the planned commercial operations date (COD) in December 2009, overall progress on civ i l  and 
electromechanical works i s  at 87 percent, and net cost overruns are currently being assessed and 
apportioned. They are l ikely to be less than three percent o f  project costs and within planned 
contingent financing l i m i t s .  

8. A significant recent development i s  the start of reservoir impoundment on April 11, 
2008. I t  was marked by the closure o f  the diversion tunnel, which in turn w i l l  lead to closure of  
Dam gates before endJuly 2008. Prior to tunnel diversion closure, a number o f  social and 
environmental actions, specifically in relation to the physical relocation o f  affected persons, had 
to be completed. These matters were dealt wi th in the Interim Progress Report (PR) circulated to 
the Executive Directors on February 29, 2008. The actions included the physical relocation of  
almost all o f  the resettlers in their new housing and related infrastructure, with the rest o f  the 
resettlers-not impacted by the init ial flooding-to be relocated by end-June 2008. Project 
documentation describing the actions completed and the work being undertaken in 2008 has been 
made publicly available b y  the GOL and the Nam Them 2 Power Company Limited (NTPC). 
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9. The recent IF I  mission observed that project performance during the past s i x  months 
has surpassed previous levels. With the COD fast approaching, project implementation 
performance wil l  have to rise even further in the coming 18 months, since there i s  no slack in the 
timetable. The implementation challenges, particularly in the environmental and social safeguard 
areas for the plateau, the project lands, the downstream areas and the watershed, are presented in 
Section 11. Section 111 describes the contribution of  consultations and stakeholder participation, 
while Section I V  discusses reporting, monitoring and oversight activities. Section V touches on 
some key outcomes directly or indirectly ascribable to NT2. 

11. IMPLEMENTATION PROGRESS 

A. Physical and Electromechanical Aspects 

10. Construction activities are on track for a December 2009 COD, except for the Mahaxai 
substation being built by the GOL to evacuate electricity for the domestic grid. The GOL i s  
talung measures to accelerate construction o f  the sub-station. Work i s  in full swing on all other 
construction activities, wi th the project labor force currently around 7,232 persons, o f  which 72 
percent (5,225) are Lao nationals. Roughly 18 months before the COD, overall progress i s  at 87 
percent and c iv i l  works at 93 percent. All underground works are substantially complete. 
Construction activities are continuing to make satisfactory progress at the Nakai Dam, Water 
Intake, Regulating Dam, Transmission Lines and excavation works in the Regulating Pond. 
Works in the Downstream Channel are progressing on schedule; those on the Downstream 
Tunnel are on schedule as well and mitigation measures, including reinstating the cofferdams 
outside the tunnel, are scheduled for implementation ahead o f  the wet season. Power Station c iv i l  
works have been progressing but at 77 percent are slightly behind schedule. Some delays have 
also been experienced in the installation o f  power generation equipment in the Power House, the 
construction o f  control buildings for the Nakai Dam, Water Intake and Regulating Dam, and the 
final completion o f  some o f  the public roads and bridges, although these w i l l  remain serviceable 
during the rainy season. The Head Contractor i s  worlung to the resolve the delays, which are 
mainly due to the early rains in 2008. As construction winds down, timely decommissioning o f  
existing construction sites, particularly those in the permanently inundated areas, assumes 
urgency. 

11. As noted earlier, a key marker of implementation progress was the successful closure 
of the diversion tunnel on April 11, 2008, signifiing commencement of reservoir 
impoundment. In the next six months, key milestones include closure o f  the Nakai Dam gates 
before end-July 2008, completion o f  the Downstream Channel on July 31, and first filling of  the 
hydraulic circuit on October 15, 2008. As reported in the IPR, three benchmarks had to be met 
before impoundment, namely: (i) resettlement o f  all affected households wi th essential 
infrastructure and services; (ii) completion o f  the Reservoir Fisheries Plan, and all related sub- 
plans; and (iii) finalization o f  an Emergency Contingency Plan in consultation with the Dam 
Safety Review Panel (DSRP) and provided to the DSRP, the Environmental and Social Panel o f  
Experts (POE) and the I F I s .  These benchmarks were all completed prior to April 11, and 
progress was made on additional social and environmental actions. All parties released publicly- 
accessible documents wi th updated information on these actions before the closure o f  the 
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diversion tunnel. Constructive collaboration among the GOL, NTPC, and the I F I s  under the 
oversight o f  POE led to the timely completion o f  all these actions and the agreement from all 
sides to proceed with the impoundment. A pending issue that requires immediate resolution i s  
the finalization of a system for rapid dissemination o f  information on both planned and 
unplanned reservoir releases to local authorities and villagers. 

12. Testing and commissioning activities are taking place as well as safety programs. The 
Head Contractor i s  continuing to prepare planning documentation and procedures for the 
management and monitoring o f  testing and commissioning activities, including related access 
and safety procedures. NTPC has finalized development o f  the “mechanical completion 
certificates” to be issued to the Head Contractor signifying that, for each respective part o f  the 
works andor functional system, erection i s  complete, preliminary tests have been completed and 
the related “tests on completion” may commence. Some testing has already commenced, 
particularly for the Water Intake gates and the Water Intake trash rack cleaner. With regard to the 
safety programs, the special action plan, to improve the site safety record and reduce the accident 
rate, has continued. Regular safety patrols, with involvement o f  NTPC, the Head Contractor and 
construction sub-contractor, are also being conducted. 

13. Although the construction-related environmental activities are progressing well, some 
areas need attention. Treatment of wastewater needs to be improved. Success o f  re-vegetation 
work also needs to be assessed and sediment management needs to be put in place. The 
Environment Management Unit (EMU) has had an active presence on site and a number o f  staff 
from the Water Resources and Environment Agency i s  also closely involved in relevant aspects 
of  the project. In the coming months, attention should be paid to wet season preparation and 
restoration. For the longer term, plans should be made for restoration and handover o f  assets and 
a review o f  lessons learned from the EMU for application to other projects. 

14. Financial disbursements under the project continue to move well. The total debt 
amount drawn b y  NTPC through end-March 2008 i s  USD717 mi l l ion equivalent, o f  which 
USD418 mi l l ion was drawn from the USD Loan Facilities and USD299 mi l l ion equivalent from 
the Thai Baht (THB) Loan Facilities. Debt financing o f  about USD183 mi l l ion equivalent 
remains committed but not yet drawn. At Financial Close, the International Development 
Association (IDA) committed to cover a USD42 mi l l ion commercial debt tranche (with door-to- 
door maturity o f  16.5 years for Lao political risks) provided to NTPC by nine international dollar 
lenders. The IDA Partial Risk Guarantee was designed to back any debt service default on the 
covered tranche resulting from a limited set o f  activities and actions that are under GOL’s 
control. To  this date, the total amount drawn under the commercial loan covered by the IDA 
PRG has been USD38 mi l l ion disbursed in 22 drawdowns. This corresponds to 90 percent o f  the 
total amount o f  the PRG tranche (USD42 million). The ADB public sector loan o f  USD20 
mi l l ion for financing GOL equity contribution has been fully drawn. As o f  end-March 2008, 
Tranche A o f  ADB’s private sector direct loan to NTPC has been fully disbursed as well (USD45 
mi l l ion in 20 drawdowns), while Tranche B in the amount o f  USD5 mi l l ion has not yet been 
drawn. Total disbursement under ADB’s PRG in favor o f  commercial lenders amounted to 
USD38 mi l l ion against the ADB guaranteed amount o f  USD42 mi l l ion (90 percent). The 
European Investment Bank loan to the GOL, to finance part o f  the latter’s equity participation in 
NT2, also has been fully disbursed at USD44.7 mi l l ion (with calculated accrual o f  interest 
totaling USD55 mi l l ion by 2010). The USD20 mi l l ion IDA-financed Nam Theun 2 Social and 
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Environment Project (NTSEP) has been almost fully disbursed. The commercial and operational 
relationship between the project company and the GOL remains satisfactory. The question of 
how to finance the net cost overrun (under three percent) o f  the project i s  under consideration 
and i s  not expected to present difficulty since the overrun i s  well below the level o f  contingent 
financing envisaged at project start. 

B. Environmental and Social Safeguard Aspects 

15. Environmental and social activities have continued to progress. These include: 
completing physical relocation and putting in place infrastructure for resettlers; speeding 
payment o f  compensation in cash and kind to those affected persons eligible for such payments; 
gearing up agriculture, livestock, fisheries, forestry and other activities that contribute to 
livelihood improvements for the resettled population; promoting community development; 
extendmg health benefits; monitoring incomes and providing food and nutrition supplements to 
those who are vulnerable; monitoring water quality; completing salvage logging; removing 
significant amounts o f  biomass; protecting wildlife and supporting conservation; and building 
capacity at all levels. The progress and challenges ahead are discussed below, wi th sections 
divided b y  project geographical areas-plateau, project lands, downstream areas and the 
watershed. 

Plateau 

16. The physical resettlement phase is  now complete. Progress since the last Update on this 
respect has been impressive and was commended b y  the POE during i t s  last visit in April. All 
1,265 families are now living in their new homes, with electricity and supporting community 
infrastructure in place in most cases. The construction o f  equipped schools and health centers, 
housing for teachers and health care workers, community buildings and water wells has been 
making impressive progress and are all scheduled to be fully completed by  end-July 2008. 
Village access roads have also made significant progress with all roads completed except one, 
which i s  currently usable and w i l l  be fully completed shortly. This wi l l  be closely monitored in 
the next two months. Plans now need finalization with the Provincial Land Management 
Authority to proceed with land titling for those resettled households where boundary 
demarcation has already been completed. 

17. The situation of the 14 Sophia households requires close attention. As reported in the 
February PR, the issues regarding the final resettlement site o f  the 14 Vietic families from Ban 
Sophia was resolved through a participatory process, and they w i l l  stay within their spiritual 
territory. NTPC i s  worlung to ensure the families have boat transportation to and from the village 
during the wet season and that their houses, school and other infrastructure remain in good 
condition. The Sophia villagers are being supplied with rice, and the procurement o f  one motor 
boat i s  under way while the community boat i s  under construction. The village school has been 
completed and a teacher has been employed by Khamkheut District. Three boreholes have been 
drilled to provide water access and one latrine per family has been built. NTPC i s  also helping 
them to develop livelihoods within their environment. The livelihood team has supplied 
vegetable seeds and technical support for the cultivation o f  household plots and further 
livelihood options are s t i l l  under consideration. In the event the Sophia villagers change their 
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minds in the future and decide to move to the Nakai resettlement site, NTPC i s  constructing 14 
houses and agricultural plots. Important issues to watch include the sustainability o f  the location 
and whether the villagers w i l l  be able to have access to services in the future. These aspects and 
the villager adaptation process w i l l  be continuously monitored by the GOL, NTPC and the I F I s .  

18. Livelihood development is a challenging aspect of the project at this critical stage when 
physical resettlement i s  complete and the reservoir begins to fill. As the reservoir begins to fill, 
the livelihood programs w i l l  begin to take their full form. The five pillars of  the livelihood 
program-agriculture, livestock, fishery, forestry, and ofs-farm employment opportunities-are 
at various stages o f  implementation. Though making encouraging progress, each one faces 
distinct challenges, which are detailed below and in subsequent paragraphs. As described in 
previous Updates, a “cluster” approach i s  being taken due to the varying quality o f  soils among 
the geographical areas: the areas with the best soils (center and north) can have a greater focus 
on agriculture, whereas the southern areas with the poorer soils can have a greater focus on off- 
farm, forestry and fishery activities. The ultimate objective i s  that the combination o f  all of  these 
activities, household by household, w i l l  allow villagers to reach the income targets set in the 
Concession Agreement (CA)-doubling o f  incomes five years after relocation (expected to take 
place in 2012/2013). 

19. I n  the coming months, further advances in these programs, with appropriate support 
from NTPC, the GOL, project monitors and the IFIs, will be crucial. Thus efforts are being 
made to ensure that technical assistance and monitoring are available throughout the period. 
Additional expertise has been mobilized by the GOL, NTPC and the I F I s  to help villagers 
maximize the potential o f  their new livelihood opportunities. Besides the Livelihood Manager 
appointed a year ago, other specialists and technical organizations joining the livelihoods team 
include: (i) a marketing specialist; (ii) a regional livelihood specialist, with experience in 
Mekong countries, to advise on conservation agriculture, fragile soils and integrated livelihood 
development; (iii) an expert f rom the International Center for Tropical Agriculture (CIAT) to 
advise on soils, livestock and marketing; and (iv) the participation o f  the Lao National 
Agriculture and Forestry Research Institute (NAFRI) and the Lao National Agriculture and 
Forestry and Extension Services (NAFES). Combined, these resources wil l  greatly strengthen 
efforts to improve livelihood productivity, particularly in agriculture and fisheries. Additional 
technical staff f rom the I F I s  have also been engaged-this includes the further strengthening o f  
the WB’s Vientiane Office wi th rural development, social safeguards and agriculture specialists. 

20. The monitoring of movement in household incomes and other changes is also at a 
crucial stage. Surveys and Monitoring and Evaluation (M&E) systems have been instituted by 
NTPC and a process o f  data analysis and synthesis i s  underway. The Independent Monitoring 
Agency (MA) i s  responsible for verifying the adequacy o f  this process, and the I F I s  w i l l  work 
closely with NTPC to ensure rigorous and appropriate analysis o f  the survey data. A particular 
issue that needs to be closely monitored i s  the potential for incomes to drop in the coming year as 
villager involvement in construction activities decreases as these activities end. I t  w i l l  thus be 
important for the livelihood activities to be able to generate enough income for the villagers so 
that any initial drop in income can be reversed. Progress on livelihood development for the 
resettled Nakai villagers thus requires real time technical assistance and close monitoring. Part o f  
this monitoring includes ensuring availability o f  the 20,800 hectare Resettlement Area for the 
Plateau resettlers, which constitutes their current and future livelihood base. Availability of  this 
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land i s  essential for meeting the Concessions Agreement objectives and targets for improving the 
living standards and livelihood of  resettlers. There are indications f rom several sources of 
encroachment into the Resettlement Area. The GOL has been requested to take measures to 
prevent such encroachment and to remove the non-resettlers in order to ensure the integrity of 
Plateau resettler livelihood base. 

2 1. Agricultural activities are making progress as plots are cleared and cultivated. Farmers 
have been actively preparing their 0.66 ha agricultural plots in all villages, wi th almost 60 
percent o f  the plots fully cleared b y  June 2008, and 86 percent more than half cleared. Plots are 
also being fenced; to date, 716 have been completed, wi th another 97 plots nearly complete and 
the rest underway. There i s  an ongoing coordinated effort between the NTPC Livelihood teams 
and the Government’s District Agricultural Extension Officers as well as staff from the I F I s  to 
support the resettlers. Rice crop yield improvement w i l l  be important as agriculture activities are 
being developed and experts from NTPC, the GOL, the IFIS, NAFRI/NAFES and C IAT  are 
working together to address how this can be achieved and how soil fertility can be improved. 
The southern area has the poorest soils, and the focus here i s  to improve and rehabilitate soil 
fertility. The goal i s  to achieve this within two years and in the meantime to engage villagers in 
non-rice planting activities. However, where villagers have expressed a preference to plant rice, 
even with poor soils, their wishes are being respected. In the north and center areas, rice and 
fodder species are being planted and this year, a reasonable harvest i s  expected during the dry 
season. Stylo i s  being sowed between the rice plants to improve soil fertility (leguminosis) in 
these areas, act as a natural weed control, and provide fodder for pigs and cattle. Training in 
mushroom growing and fruit tree planting i s  ongoing and seasonal cultivation has started, and 14 
village nurseries have been established and are operational. Preparation for future recession 
agriculture in the Drawdown Zones has progressed, wi th physical surveys o f  each village 
highlighting and markmg out priority areas for unexploded ordnance (UXO) clearance in the 
center and northern areas. A contract for UXO clearance o f  (progressively) up to 320 hectares 
has been signed and brush cutting work has commenced. As these programs are being developed, 
rice support continues to be provided and protein support continues for vulnerable households or 
those in transition. 

22. Livestock registration and reduction negotiations continue. Since 2006, NTPC 
continues to register and vaccinate livestock in Nakai. While interviews with villagers suggest a 
total o f  4,500 heads in Nakai, this figure should be regarded only as a preliminary estimate as 
only 1,568 heads have been registered so far. An issue raised in a previous Update i s  the capacity 
in Nakai to support livestock, as i t  has been estimated that only about 2,500 heads would be 
sustainable, given grazing land and forage availability. Therefore, i f there are actually 4,500 
heads, the herd would have to be reduced, since measures to increase fodder are limited. 
Negotiations continue with large herd owners in an effort to encourage then to reduce their 
livestock holdings to lessen the pressure on grasslands. I t  was previously suggested b y  NTPC 
that owners may be prepared to sell a total o f  up to 640 buffalo, although to date, only 189 have 
been sold. NTPC has identified and contacted traders in Lak Sao and other areas in an effort to 
encourage purchase o f  buffalo from the Nakai herd owners. Such purchases have been made 
more attractive by the recent tax exemption for buyers throughout the Nakai Resettlement area 
introduced by the Provincial Governor. The local radio in Khammouane Province and provincial 
level radio and newspapers continue to be used as a means to inform traders o f  availability of 
livestock in Nakai. Despite this, sales have been slower than expected in the past months, and 
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NTPC i s  following up on this issue more closely. With regard to verifying reported buffalo 
deaths during the 2007 wet season, as mentioned in the IPR, the reconciliation o f  divergent 
reports on the actual losses i s  s t i l l  underway. The POE has expressed concern over the delay, and 
government officials and the NTPC Livelihood team are working on the issue. 

23. The Village Forestry Association (VFA) is gaining strength but i ts capacity and role 
need to be closely monitored. Since i t s  inception in 2006, the VFA has been operating the saw 
mill and processing small pieces o f  wood for handicrafts and furniture supply to schools and 
village offices, as well as the wood for the housing construction. This has contributed to income 
generation for the organization as has the selling o f  VFA handicraft products in a local shop i t  set 
up in Nakai. Other income sources include charcoal production and sale o f  seedlings. School 
furniture supply i s  almost complete. On-the-job training for villagers in sawmill operations, 
wood carving and furniture making i s  ongoing. 

24. The VFA has contracted the Forestry Inventory and Planning Department in the MAF 
to undertake the forest management survey and inventory of the VFA permanent forest area. 
Overall, functioning o f  the VFA has improved; however, a clear transition mechanism for 
handover from the current Government leadership-which i s  helping to increase capacity of the 
association-to the villagers after 2008 i s  s t i l l  needed. Over the next months, the VFA w i l l  also 
need to sharpen i t s  business strategy and plan; assess i t s  production so far; work wi th villagers to 
develop a sense o f  ownership; and continue making progress in identifying markets for products, 
strengthening the enforcement and protection o f  the VFA area, raising public awareness on 
sustainably managing the forest, and verifying the estimated numbers for harvest yield to have a 
clearer picture o f  i t s  timber business. The GOL has taken action to prevent reallocation o f  800 
hectares o f  forest land for urban use in Oudomsouk, half o f  the number previously reported in 
the February IPR -- a change due to GOL consultations with district and provincial officials in 
the area. The G O L  has also provided access to additional forest lands through Prime Ministerial 
Decree 24 (Decree 24PM), in order to ensure the integrity o f  the forest area under the VFA. 

25. Resettlers have been given full rights over reservoir fisheries for the next ten years. 
Decree 2 4 P M  from February 2008 established the Reservoir Management Fisheries Committee 
and gives resettlers exclusive rights over fish catch, processing and trade for the next ten years. 
This “3-in-1” Decree also gives resettlers rights over the use o f  the drawdown zone for grazing 
and cultivation purposes. An issue that needs close follow-up i s  the finalization o f  the Fisheries 
Management Plan which i s  expected shortly. Meanwhile, the Fisheries Management Committee 
has been established but i s  yet to become ful ly operational, and this requires close attention of 
the GOL. In the medium term, the establishment o f  a Fisheries Association i s  also needed to 
coordinate with villagers and provide fishery techniques and procedures; surveying o f  
households to jo in  the Association w i l l  need to be undertaken as well. 

26. Boats are being procured so that villagers can begin to take advantage of fishery 
opportunities. Boats, one per two families, w i l l  be used for subsistence fisheries. Due to a lack of 
the preferred wood species beyond the provision o f  56 boats, 13 sample fiberglass boats were 
imported from Vietnam to Nakai for trials and consultations with villagers. Consultations 
involved discussion o f  the differences between fiberglass and wooden boats, instructions and 
explanations on usage as well as water trials. The delay in finalization o f  the purchase decision 
caused some concern to the POE, given that the resettlers involved cannot grow rice on poorer 
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soils and that certain questions were raised regarding the physical robustness o f  the boats. Local 
consultations were positive and an order for an additional 600 fiberglass long tail style boats has 
been placed with the supplier. The boats are expected to be delivered shortly. Villagers w i l l  be 
trained b y  NTPC and the supplier on the use and maintenance o f  the new boats, and a few repair 
and maintenance facilities w i l l  also be established. Villagers have been manufacturing their own 
paddles wi th wood supplied b y  the VFA and initial consultations on the choice o f  fishing gear by  
villagers have been successfully concluded following testing and demonstration o f  10 sets of 
sample equipment. In the coming months i t  w i l l  be important to monitor the procurement o f  the 
fiberglass boats, training on maintenance and villager adaptation to the new boats. 

27. Marketing will be a critical element of the livelihood strategy. As mentioned, a full-time 
marketing expert w i l l  jo in  the livelihoods team. The marketing strategy w i l l  draw from the initial 
results o f  a marketing study developed b y  NTPC in 2007 and efforts w i l l  first be directed 
towards the marketing o f  agricultural produce, with increasing emphasis on developing livestock 
and fisheries; and also off-farm activities including handicrafts. NTPC has prepared an off-farm 
activities plan which wil l  be the basis for this work. Activities include weaving and bamboo 
production, among others. While construction activities have provided important off-farm 
sources until now, handicrafts also have the potential o f  becoming an important source of  
income, as could eco-tourism activities. 

28. The Community Development team i s  focusing on monitoring, community support and 
institutional strengthening. With the physical infrastructure complete, NTPC’s Community 
Development team i s  now addressing the above three areas to ensure the sustainability of  
community infrastructure, services and facilities constructed under the project. Particular 
attention needs to be paid to property ownership, handover arrangements and continuing support 
to the Village Development Committees. The team has been strengthened with a revamped 
organizational structure and ongoing recruitment of  additional staff: a community development 
team leader, a deputy resettlement specialist, a training officer, a socio-economist and a gender 
officer. Workshops are being held in all villages to explain proper maintenance arrangements, 
including the need to establish community groups that w i l l  work under the guidance o f  District 
Working Groups. In terms o f  the ongoing community support, a “rice for work” program i s  set 
for implementation. The program i s  designed to provide a “soft” exit f rom the current “across the 
board” rice subsidy program that has operated for some time. NTPC and GOL teams w i l l  work 
together to ensure equity among households, and also identify vulnerable households for whom 
continued unconditional support i s  appropriate. 

29. Training, monitoring and implementing activities continue on the health program. The 
health program to provide support to the provincial authorities continues to strengthen i t s  
capacity b y  delivering training as well as infrastructure such as medical equipment and vehicles. 
At the same time the program has been making routine visits to the resettlement villages and has 
continued to expand the maternal and child health clinics in four districts. The Health team has 
also been conducting training on maternal and child health training and HIV and STD 
prevention, analyzing the nutrition surveys conducted in Khamkheut district, as well as closely 
monitoring the protein sufficiency in villages downstream o f  the Nam Theun river.3 Moreover 
the program has been undertalung restaurant hygiene assessments and training as new restaurants 

See also paragraph 46. 
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spring up in areas l ike Nakai, Gnommalath and Thakek. The program has also been targeting 
service women in the area, raising their awareness and conducting surveys with this at-risk 
population. Recent data shows that condom use, for example, has risen from 23 percent o f  the 
time in 2005 to 70 percent o f  the time in 2008. One o f  the main challenges going forward i s  the 
sustainability o f  these programs, which i s  closely linked to the capacity of  the provincial 
authorities to deliver them in the future. Focus in the coming months should thus be placed on 
ensuring this capacity i s  developed. The WB i s  periodically reviewing progress on the health 
program. 

30. NTPC’s internal monitoring unit is  at full strength, with a focus on the Living 
Standard Management Survey (LSMS) and family books. A socio-economist, who w i l l  
administer the database, has been appointed. The unit i s  focused on implementing and improving 
the two major monitoring efforts that are being facilitated, namely the LSMS and family book 
data collection. The Livelihood, Community Development and Monitoring teams are now 
worlung to streamline the process o f  family book data collection, entry and reporting. A network 
(and possibly web-based) system i s  envisaged, where regular income data for all villages, 
updated on a monthly basis, w i l l  be readily available. The Monitoring team has been highly 
active in development o f  software enabling the LSMS data to be extracted from the complex data 
warehouse in a form readily adapted to analysis. Meanwhile, planning i s  underway for the fourth 
annual LSMS survey to be supervised b y  the team from Khon Kaen University o f  Thailand, and 
conducted during the 2008 wet season. The recent IF1 mission has recommended that the WB 
extend further technical assistance and training to strengthen the credibility o f  the survey and the 
associated M&E findings. 

31. There i s  a risk that 2008 resettler incomes may be lower than 2007 levels. Since the 
start of project construction, resettlers have been involved in construction activities and this has 
helped their income generation. This construction-related income i s  l ikely to decrease as 
construction activities slow down in the coming year. Thus 2008 income levels are expected to 
drop when compared to 2007. The data provided by the LSMS and the family books i s  being 
monitored by the GOL, NTPC, the IMA and the I F I s .  While i t  i s  not expected that incomes w i l l  
drop when compared to 2004 levels, as livelihood activities are already producing viable income 
sources, i t  wi l l  be crucial to ensure that there are sufficient sources o f  incomes from all the 
livelihood activities so that the initial drop expected from 2007 to 2008 can be overcome in the 
next year. Hence the increased focus on livelihood development described above w i l l  be the key 
to ensuring the sustainability and profitability o f  the livelihood programs. This w i l l  allow 
incomes to rise again in 2009 and continue on an upward trend as targets are reached-doubling 
of  2004 income levels by five years after relocation, in 201 1-2013. 

32. Regarding salvage logging, the process of removing valuable timber from the reservoir 
area has been completed. A WB team assessed the log removal during the month o f  May  and 
found that logging had not been uncontrolled or rampant and that boundaries had been respected. 
As reported in the IPR, on February 4, 2008, the provincial authorities issued the notice to close 
the salvage logging road. The recent IF1 mission confirmed that this access road has been 
effectively cut, but close monitoring and enforcement w i l l  be needed to prevent access. In the 
future, i t  i s  recommended that all logging in Nakai be managed by the VFA to prevent illegal 
activities. 
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33. A selective biomass clearance plan in the permanently inundated zones of the reservoir 
area i s  ongoing, with a total of 1,800 hectares being cleared. As reported in the February IPR, 
biomass clearance activities have been guided by two objectives: improving the conditions in the 
reservoir near the resettlement sites and the navigability of  local fishing grounds for resettled 
communities and, to a lesser extent, helping to reduce some o f  the negative impacts o f  biomass 
on water quality. Based on reports by NTPC and an assessment by the WB, the GOL and NTPC 
decided to remove biomass from 1,800 hectares (300 hectares was added to the previously 
agreed 1,500 hectares as reported in the IPR), in addition to the 1,500 hectares that was already 
substantially clear. I t  was determined that clearing any additional hectares was not feasible due 
to lack o f  sufficient labor, rising water levels, and an early start o f  the rainy season, which did 
not allow for adequate drying o f  the cleared vegetation to be burned. The clearance plan focused 
on removing vegetation in areas closest to the resettlement sites, wi th clearance done by blocks, 
each of  which represented a resettlement area. Clearance has been carried out through cutting 
and some burning by private contractors under the supervision o f  the Ministry o f  Agriculture and 
Forestry (MAF), with NTPC financial support. Burning has been slower than expected because 
o f  the early rains. As o f  late June, 1,966 hectares (as against the target o f  1,800 hectares) had 
been cut and o f  those 1,872 had been burnt. Combined with the naturally clear areas, this 
represents a vegetation clearance o f  86 percent o f  the area permanently inundated in the body o f  
the reservoir. 

34. I n  the long term it will be crucial to closely monitor water quality, debris control, 
mosquitoes, aquatic life and fish. NTPC i s  preparing a “floating log and debris” salvage 
operation to be in place shortly. Villagers would be hired and boats provided for them to collect 
the debris and remove i t  from the reservoir area. This operation could be ongoing for 12 to 18 
months. While i t s  implementation may not avoid all water quality problems during the f irst year 
after reservoir impoundment, i t  w i l l  most probably shorten the duration o f  worst case conditions. 
Moreover, navigation and fishery development as well as reservoir conditions near the 
resettlement sites w i l l  benefit considerably f rom this selective clearance program. These benefits 
by themselves justify i t s  implementation. A WB expert has been closely engaged throughout the 
vegetation removal process. 

35. The Wildlife Programs being implemented are making considerable progress, with 
activities ranging j?om wildlife patrolling and rescue to elephant management and turtle 
conservation. All o f  the wildlife programs are under implementation except for the monitoring 
programs, which should start in the coming months. Overall, ongoing activities are making 
strong progress, with qualified staff in place and necessary resources provided. Current activities 
include constructing wetlands above and below Full Supply Level (FSL) to compensate for 
wetland losses during inundation. Wetlands above FSL  are being constructed prior to inundation 
while wetlands below FSL wi l l  be created after COD when the reservoir water level subsides. 
Another activity taking place concerns a number of conservation-important turtle and tortoise 
species that have been identified within the reservoir area. Consequentially, a Turtle 
Conservation Program i s  beginning to be implemented to capture turtles prior to, and during, 
inundation and release them into suitable habitats above FSL, including the constructed 
wetlands. Meanwhile Phase I1 o f  the Elephant Management Program continues, and 
consultations have been taking place with villagers to implement crop protection systems later 
this year, among other activities. A Transitional Strategy for Reservoir Impoundment i s  being 
implemented which includes training local authorities in wildlife emergency response and 
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establishing an emergency response team and conducting public awareness programs, among 
others. Five teams have been active in wildlife patrolling. I t  wi l l  be important to design an 
appropriate handover strategy to the Watershed Management and Protection Authority (WMPA) 
in the future. 

36. The Wildlqe Management and Monitoring Plan has been received by the IFIs and 
implementation will begin shortly. Given overlaps in baseline survey and management 
activities, the Terrestrial and Wetland Programs, which are presented separately in the CA, have 
been combined into one Wildlife Management and Monitoring Plan. The plan i s  being conducted 
in two phases: Phase I includes the pre-impoundment species and habitat inventories as well as 
the development of  a post-impoundment species management plan, and Phase I1 includes the 
implementation o f  the management plan and training o f  the appropriate GOL agency to 
implement it. There has been considerable interaction among NTPC, the GOL, consultants and 
the I F I s  on the content o f  the plan. I t  i s  worth noting that NTPC has both extended the funding 
envelope for the Wildlife Program and made concerted efforts to recruit the most knowledgeable 
experts to produce and implement the plan. The Wildlife Management and Monitoring Plan 
fulfills the requirement for the additional plans which had been listed in the Project 
Implementation Plan, namely the Fish Impacts in Upstream and Downstream Rivers Plan, the 
Terrestrial Animals in the Inundation Area Plan, the Asian Elephant Program Plan, the 
Transitional Strategy for Reservoir Impoundment Plan and the Wetland Conversion and 
Formation Plan. 

Project Lands 

37. Cash compensation payments for “severely affected” persons, which had been delayed, 
are now being completed and technical assistance for livelihood development has been stepped 
up. Those households losing more than ten percent o f  their productive assets are deemed 
“severely affected.” While there i s  a clear preference for land-for-land compensation to avoid the 
r isks to livelihoods o f  cash compensation (e.g., cash spent unproductively), there are cases where 
suitable land for this purpose i s  just not available. In such cases, the agreed approach i s  to pay 
cash compensation for land, with this cash compensation responding to business plans developed 
by the villagers. These plans may propose that cash compensation could be used either to 
purchase alternative land when i t  i s  found (through social networks, for example, where villagers 
have an advantage over NTPC), or to invest in livelihood activities, with NTPC and GOL 
providing technical assistance, or to buy additional materials such as vehicles, rice m i l l s  or hand 
tractors. This has been the preferred approach b y  villagers as they would l ike compensation not 
just for the loss o f  income but also for the loss o f  assets. Nevertheless, at the suggestion o f  the 
POE earlier in the year, the GOL and NTPC carefully re-assessed land availability based on 
potential new land tracts that were said to be available. In most cases, however, the land was 
farther away than the villagers desired and most continued to opt for the cashbusiness plan 
approach. The final compensation payments to these households are almost fully completed, with 
only seven outstanding payments remaining, which are in process. Meanwhile, the technical 
assistance on livelihood development that has been taking place for the last two years continues 
for families who want to continue to engage in these activities. These include activities such as 
fish ponds, pig raising, mushroom cultivation and horticulture, among others. 
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38. For those households not “severely affected’), most of the final payments have been 
made. However, closure has s t i l l  to be achieved for households affected by new impacts (recent 
loss o f  land to project acquisition for regulating pond or fencing) or those whose grievances are 
s t i l l  being resolved. Calculations are being made for those new impacts and the District 
Grievance Committee i s  workmg to resolve the 387 grievances documented. This i s  an issue that 
i s  receiving careful attention and that needs to be brought to closure as soon as possible. 

39. Another issue that needs to be resolved is the calculation of payments to those 
households in the Right of Way of Roads 12 and 8b. This i s  an issue which has been 
extensively discussed with the GOL and NTPC and currently data i s  being collected and 
households re-assessed. This process i s  expected to take six months. I t  i s  crucial that this issue 
not be delayed any further and that a determination i s  completed on the number o f  households 
and what the compensation payments are likely to be. 

Downstream Areas 

40. The Downstream Implementah’on Program (DSIP) has been endorsed by the GOL and 
all parties, and a Rolling Plan has been put into effect. The framework document for the 
Downstream Program-which consists of  infrastructure provision, livelihood restoration and fish 
catch monitoring-was prepared and publicly disclosed from mid-2004 to early-2005 in the 
project area, and since then several consultations have been held at the local level on the 
preparation o f  the detailed implementation plan. There were delays in finalizing this detailed 
plan, however, and an agreement was reached by the GOL, NTPC, the I F I s  and the monitors, 
including the POE, to approve a “Rolling Plan” which was flexible and could be adapted to 
changing realities, thereby incorporating lessons from the program as i t  i s  being implemented. 
This Roll ing Plan, covering from now until COD, and the broader DSIP were endorsed by the 
GOL on M a y  12, 2008. On budgetary changes, i t  i s  worth highlighting that NTPC has re- 
allocated an additional USD2 mill ion of  the USD16 mi l l ion budget to be used prior to COD, 
bringing the total budget amount prior to COD to USDlO million. A contingency fund, from 
within the USD16 million, has also been set aside for unforeseen impacts. Furthermore, a 
strengthened NTPC Downstream team i s  in place and fully focused on implementing the plan. 
This includes a new Downstream Program Manager and Deputy Manager, a Community 
Coordinator, Water, Supply, Sanitation and Hygiene (WASH) Engineers and consultants to work 
on Fish Catch Monitoring and Village Funds. The DSIP wil l  be publicly released shortly. 

41. Infrastructure provision continues for villages in the Xe Bang Fai along with 
implementation of the WASH program. WASH coordination meetings continue to identify and 
solve problems encountered. Data collection and consultations also continue on identified 
households that need UXO clearance support. A Xe  Bang Fai irrigation pump inventory has also 
been completed. Water supply i s  being procured and boreholes, hand pumps and dug wells are 
being constructed and progressing well. As o f  June 2008, 580 household toilets and 70 schools 
toilets had been constructed and this w i l l  expand by an additional 1,300 toilets for households 
and 60 toilets for schools. Meanwhile, training and awareness raising activities on health and 
sanitation also continue, with more than 2,000 people trained during the month o f  April alone. 
Flood gate rehabilitation i s  also taking place, with 15 gates rehabilitated and the possibility of an 
additional four under discussion with relevant government authorities. However, a broader and 
comprehensive flood management framework wil l  be needed in the future as the area i s  
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historically prone to floods. This i s  being separately discussed with the GOL, and i s  outside o f  
the scope of  the N T 2  project. 

42. Livelihood activities as part of the Downstream Program continue to be implemented 
and need to be carefully assessed as they continue to scale up. Livelihood development 
activities continue through demonstration, the use o f  village savings and credit funds, NTPC 
acting as a facilitator, and river bank gardens being replaced by home gardens, among others. As 
has been reported in previous Updates, these livelihood activities focus on agricultural crops, 
livestock, handicrafts, fish ponds and food processing. So far, the program i s  targeting 42 
villages-the 20 pilot villages plus an additional 22, and the program i s  expected to expand to 
another eight villages by December 2008. The process o f  scale up targets villages that w i l l  be 
affected first, once impacts begin in the latter part o f  2009. On-the-job training continues to help 
villagers develop alternative and sustainable livelihoods through the income provided b y  the 
village revolving funds. This includes, for example, training on growing crops such as feed corn, 
cotton, cucumber, chil i  and sweet corn, among others. Study trips are conducted to provide 
knowledge about the crops and most efficient and sustainable cropping methods; to meet with 
traders to discuss potential markets, supply, demand, pricing; and to share recent experiences. 
Materials, including seeds, are provided to the villagers participating in these activities. Several 
groups are also receiving funds to purchase pigs and cows, which are then vaccinated and 
tagged. Some villagers are receiving training on forage planting while others are involved in 
aquaculture activities. These activities include establishing catfish hatcheries, delivering training 
on fish breeding and building fish ponds, among others. A fisheries co-management consultant i s  
being hired b y  NTPC to design the fisheries program and identify key players, and review the 
present status o f  fisheries co-management within the program area. On-the-job training i s  also 
ongoing for handicraft production including weaving, textile dying and growing cotton to make 
the weaving process self-sustaining. Food-processing, meanwhile, includes dry banana 
production and dry rice. A marketing expert i s  actively worlung with the villagers on identifying 
markets for selling products but a more comprehensive strategy i s  needed. 

43. To improve the Village Savings and Credit Fund effectiveness, household data 
collection for Village Funds in seven of 20pilot villages has been compiled. So far, on time 
repayment rates are at 90 percent. Household data w i l l  feed into the continuing monitoring 
process to be able to evaluate the strengths and weaknesses o f  the program and suggest any 
remedies. Comments f rom the IFIS have also been incorporated, including more closely looking 
at vulnerable groups and how and whether they are benefiting from the funds and whether they 
need to be modified to more effectively consider these vulnerable groups. This has been done by 
conducting wealth ranking-to be shortly expanded to all villages-to assess whether the poorest 
households are getting involved in the village fund scheme. So far, the assessment shows that in 
some cases, the poorest households are not able to access these funds (due to lack o f  credit, 
higher debt risk levels, etc.). As a result, the program i s  developing options that can help ensure 
that the poorer villagers are able to benefit from the funds as well. Going forward i t  w i l l  be 
crucial to draw the lessons from the pilot villages and apply them as the programs are scaled up. 
I t  wi l l  also be necessary to closely monitor debt accumulation in the villages to ensure that there 
i s  a sufficient pool o f  money and also that the villagers are not at risk o f  unmanageable debt. 
Long-term evaluation o f  overall program sustainability i s  also needed. In the coming months the 
effectiveness o f  the funds w i l l  be assessed by a consultant and wealth ranlung wi l l  be scaled up 
to cover all villages. Continued capacity building and stronger data management are also needed. 
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The option o f  transferring experience from other micro-credit organizations also needs to be 
explored. 

44. Various monitoring activities are taking place throughout the Downstream areas. Fish 
catch daily recording by household monitors in 51 target villages in the Nam Theun i s  currently 
ongoing, both downstream and upstream. Monitoring also takes place in 251 villages once per 
year. Individual household interviews are taking place in the 51 target villages twice per year as 
well as village, group and fish trader interviews. So far, more than 2,000 individual interviews 
and over 500 additional interviews have been conducted, and more than 70,000 fish catch daily 
monitoring data have been recorded. The fish catch data i s  being recorded by an NGO, Digital 
Divide Data, and the NTPC Downstream staff. The aim i s  to establish a long-term baseline in 
target areas to monitor changes in fish catch. A consultant i s  being hired to assist with the 
reporting o f  current results and to assess the program. Physical monitoring i s  also taking place, 
including riverbank garden erosion, water quality monitoring and hydrological monitoring. The 
riverbank erosion monitoring seeks to collect data to determine what the degree o f  impact is, if 
any, o f  NT2  on Xe Bang Fai river erosion. The water quality monitoring has been ongoing since 
January 2005 and includes 11 Xe  Bang Fai sites. A socio-economic monitoring baseline survey 
was conducted in 2001 and a new survey i s  being developed to be undertaken in December 2008. 

45. Planning ahead for Xe Bang Fai riverbank erosion is in place. In late 2008, the 
Downstream Program w i l l  engage a contractor to document the pre-NT2 discharge conditions o f  
the Xe Bang Fai riverbanks (both right and left banks) using both video and photographs. While 
this documentation w i l l  not quantify pre-NT2 versus post-NT2 discharge rates o f  riverbank 
erosion, i t  i s  expected that the video and photographs wil l be useful to facilitate future 
discussions with all stakeholders regarding the issue of  riverbank erosion. NTPC has held 
preliminary discussions with potential consultants to identify, evaluate and recommend methods 
which may be utilized to document riverbank conditions (both through video and photograph) 
and archive the resulting data, and to prepare a detailed Terms o f  Reference for the work to be 
carried out. An inventory o f  all infrastructures along the Xe Bang Fai, including river bank 
gardens and physical cultural resources, has been carried out through analysis of high resolution 
satellite imagery, ground verification o f  this imagery and the preparation o f  a comprehensive 
catalogue o f  this infrastructure. This information w i l l  be key in determining which infrastructure 
needs to be relocated or protected (if too close to the Xe Bang Fai river banks). 

46. An Emergency Contingency Protein Replacement Program remains in place for 37 
villages along the Nam Theun, downstream of the Nakai Dam. As previously reported in the 
IPR, these villages could potentially suffer impacts o f  reduced fisheries due to the decreased 
flow in the Nam Theun following diversion tunnel closure in April. The Emergency Protein 
Program i s  in place to address the diet deficiencies due to the loss o f  fisheries. Collection o f  data 
for daily fish catch monitoring helps to identify the impact on fish catch in these Khamkheut 
villages and health officials are fully engaged in the process. However, so far no such 
deficiencies have been reported. I t  i s  important to note that this Emergency Program i s  a 
preventive and interim measure while the development of  long-term livelihood programs takes 
place. 

47. The nexus between compensation payments to project affected persons and income 
generated by project development activities needs special attention. This raises issues relating to 
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the sustainability o f  livelihoods, technical assistance needs o f  villagers, flood management, the 
linkage with activities already taking place through the recently approved Khammouane 
Development Project and also the implications of  the future handover o f  responsibility from 
NTPC to the GOL. 

Watershed 

48. To strengthen the institutional structure of the WMPA and address some 
organizational shortcomings, the POE and the IMA for the WMPA had suggested 
administrative reorganization and re-staffing. These recommendations were considered by the 
GOL and a change in staffing was agreed upon including the appointment o f  a new Director. A 
new Chief Technical Advisor has also been hired, as the previous advisor’s contract came to an 
end earlier this year. An aspect that has been previously noted i s  the relationship between the 
conservation o f  the Protected Area and the development of livelihoods o f  the villagers l iving in 
the area. Thus far, the focus has been on agricultural activities and developing livelihoods to 
provide non-rice incomes. Demonstration farms have been established and discussion on off- 
farm activities, including the potential for eco-tourism, i s  ongoing. Two recent WB missions 
have been working with the WMPA to address these issues. I t  w i l l  be important for the new 
leadership o f  the WMPA to develop a clear approach, consistent with the Social and 
Environmental Management Framework and Operational Plan (SEMFOP), that articulates how i t  
w i l l  manage the conservation o f  the area while at the same time helping to improve the l iv ing 
standards o f  i t s  population, including how budgetary resources should be best allocated. 

49. The WMPA has continued to make strong progress on law enforcement, halting illegal 
logging, poaching and small-scale mining. Sixteen arrests have been made o f  illegal loggers, 
both local and international. Wildlife protection activities continue and camera traps are being 
used to document species. A WB team, as well as the POE, followed up on the closure o f  the 
Nakadok gold mining activities in the Protected Area and this has been accomplished, although 
physical closure has yet to be implemented. Funds (estimated USD80,OOO) for this are being 
mobilized by the WPMA. 

50. Another issue that i s  being resolved concerns the 31 villages located in the watershed 
area that have been identified as having some degree of reliance on the Nam Theun or its 
tributaries upstream of the Nakai Reservoir. All 31 villages are located within the Nakai-Nam 
Theun National Biodiversity Conservation Areas (NBCA) and consequently fa l l  within the 
responsibility o f  the WMPA. The WMPA and NTPC Downstream team are preparing a formal 
MOU to clarify roles and responsibilities in this regard. 

111. CONSULTATIONS AND STAKEHOLDER PARTICIPATION 

51. The quality of consultations at the local level has been maintained. The participatory 
nature o f  the resettlement program i s  intensifying and village participation in the VFA has also 
increased. With respect to the Downstream Program, high village participation continues through 
the Village Development Committees. In the Project Lands, consultations have been 
strengthened both in regard to compensation issues as well as marketing opportunities. More 
rapid resolution o f  grievances o f  affected persons s t i l l  requires greater attention. 
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52. The third annual NT2 Stakeholder Forum will take place in October/November 2008. 
The second annual Stakeholder Forum took place in June 2007. The delay this year i s  due to the 
preoccupation o f  the field staff with crucial work that has been taking place in relocating all 
villagers before the beginning o f  impoundment. The Stakeholder Forums have been an important 
opportunity for a range of  stakeholders-from local government officials, to diplomatic corps, 
donors, media and local and international c iv i l  society-to view progress on construction and 
social and environmental activities. As the next Forum i s  being planned, i t  w i l l  be beneficial to 
revisit the format and perhaps focus more on emerging issues relating to livelihoods and regional 
development and drawing lessons from N T 2  that could be applied to speed up future hydro 
projects in Lao PDR and improve their sustainability. 

53. The next Donor Round Table is planned for November 2008.The Round Table i s  
expected to focus on, among other things, an assessment o f  progress on the newly established 
(June 2008) WB administered MDTF to support the PFMSP and also stocktaking o f  the progress 
on N T 2  implementation. The Round Table w i l l  also provide an opportunity to discuss progress 
o f  recent initiatives to increase aid-effectiveness. 

54. The next Lao-Thai High Level Forum on Sustainable Development i s  scheduled to 
take place in Vientiane in late 2008. I t  follows the f i rst  Forum in Bangkok, successfully 
convened by the Thai and Lao Energy Ministries and supported b y  the WB. This next Forum 
w i l l  be an opportunity to continue to further the important partnership between Lao PDR and 
Thailand on hydropower, which goes back nearly three decades, and to advance discussions 
among a range o f  stakeholders on how to enhance the quality o f  investments in hydropower in 
Lao PDR so that i t  i s  more environmentally and socially sustainable. 

IV. REPORTING, MONITORING AND OVERSIGHT 

55.  A strong arrangement for internal monitoring, including water quality and socio- 
economic surveys, is  in place throughout the project area. Automated Water Quality 
Monitoring Stations are being set up along the downstream of the Nam Theun and Xe  Bang Fai 
rivers and monitoring i s  also taking place in the new reservoir area, as well as throughout project 
construction sites. Socio-economic monitoring i s  also taking place through the design o f  surveys. 
These surveys are benefiting from the advice o f  the International Advisory Group (IAG) to make 
them more relevant to Lao conditions and culture, differentiating between the needs o f  men and 
women and ensuring more participation at the village level. In the Downstream area, a baseline 
survey was conducted prior to the project; another survey i s  now being designed based on 
experience from the Nakai and Project Lands exercise and i s  set to be conducted by December 
2008. In the Project Lands, the f i rs t  survey was conducted in M a y  2008 and incorporates 
information on compensation payments, participation in alternative livelihood programs, 
grievances, impacts and interim compensation. Analysis i s  currently underway. In Nakai, the 
LSMS i s  being carried out and i t s  analysis wi l l  be used for adaptive management. The f irst round 
o f  surveying was conducted in August 2006, the second in June 2007, the third in February 2008 
and a fourth round i s  planned for October 2008. Technology problems with the database have 
been solved and the information i s  being analyzed. The results from the first and second round 
are currently being discussed with the I F I s .  
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56. The extensive, multi-layer NT2 monitoring arrangements continue to effectively 
support risk identification and enlarge rewards from the project. The oversight arrangements 
include the IAG (reporting to the President o f  the WB), and the POE (reporting to the GOL). 
Both groups visited the project (independently o f  each other) in JanuaryEebruary 2008, as part 
o f  their regularly scheduled visits. Moreover, the POE made an additional visit in MarcWApril, 
at the request o f  the GOL, to assess implementation progress on key environmental and social 
aspects given the importance o f  the impending (and irreversible) diversion tunnel closure (which 
successfully proceeded on April 11, 2008). At the end o f  their visits, both the POE and the IAG 
debriefed the GOL, NTPC, the I F I s  and the public, as i s  customary, and their respective reports 
were made public following their visits. The Lenders’ Engineer, the DSRP, the G O L  Engineer 
and the IMAs also continue to carry out their regular supervision missions, commenting on 
project implementation through M&E arrangements. However, i t i s  also necessary to start 
thinking about the overlapping roles o f  these entities, so as to streamline the arrangements in 
future. 

57. The project has benefited from the POE’s two recent visits and subsequent interaction 
v i a  audio conferences. The POE has had a crucial role in ensuring that the social and 
environment programs made satisfactory progress before and during the gradual process of  
impoundment. I t s  guidance has been sought by the GOL, NTPC and the I F I s  and i t s  
recommendations have been carefully considered by  the G O L  and implemented by the G O L  and 
NTPC. This includes a l i s t  o f  recommendations that the POE highlighted during i t s  first visit o f  
2008, in January, which outlined a number o f  actions that needed to be taken before the diversion 
tunnel was closed in April, particularly regarding the relocation o f  villagers and their necessary 
infrastructure. The POE’s second visit in late MarcWearly April was instrumental in assessing 
the readiness o f  these actions. At the conclusion o f  this visit the POE publicly recognized the 
thorough work o f  the GOL, NTPC and the I F I s  and the impressive progress that was made 
during the eight weeks between i t s  two visits, and gave i t s  endorsement to the gradual 
impoundment process that began in April. The POE has furthermore made additional 
recommendations that are being taken into account; i t s  advice i s  regularly sought b y  the 
Government and audio conferences are held to update the POE on progress and gain feedback. 
The next visit o f  the POE i s  expected in January 2009. 

58. The IAG’s focus on the sustainability of livelihoods and other institutional aspects is  
contributing to the long-term thinking of the project. The IAG’s Sth report focuses on the 
sustainability o f  livelihoods in Nakai and in the Downstream areas and their effect on poverty 
eradication. The group’s recommendations are being addressed b y  the GOL, NTPC and the I F I s .  
Some of the recommendations include long-term thinking on the impacts o f  the project on the 
population, both income related and sociological, along with the broader development o f  the 
river basin, which has also been highlighted b y  the POE in i t s  reports. The next visit of  the IAG 
i s  scheduled for February 2009 and the WE3 w i l l  seek guidance from the IAG inter alia on how 
to sustain and further build on NT2 outcomes. 

59. Efforts continue to make the project more transparent, with updated project documents 
released and continuous dissemination of information on the project. N T 2  continues to attract 
international and local attention, particularly as Lao furthers i t s  hydropower development plans. 
Information i s  being sought by stakeholders on updated progress o f  N T 2  and there i s  also 
increasing interest about the broader implications o f  NT2  in the country, both in terms o f  revenue 
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management and application o f  lessons from the project in other hydropower developments. The 
IFIS continue to encourage NTPC and GOL to disclose a broad array o f  project documents, going 
beyond what i s  required, in order to provide the public with a well-rounded body o f  information 
on the project. This information covers, inter alia, the elements o f  the project, implementation 
progress, and how issues are being addressed. Continuous information has been released during 
the past six months, most notably detailed implementation documents f rom the G O L  and NTPC 
updating stakeholders on all aspects o f  the project prior to the closure o f  the diversion tunnel. 
The WB has also increased i t s  efforts to release easily-accessible information, including through 
a blog documenting the day-to-day work of  the project. The IFIs ,  GOL and NTPC continue to 
respond, upon receipt, to ad hoc requests from local and international c iv i l  society organizations, 
media and numerous other stakeholders for additional information on implementation details as 
well as arrangements for visits to the site. The project’s critics have also been providing their 
viewpoints via opinion editorials in newspapers, blogs or web-based publications. Insights or 
views that contribute to resolving implementation issues have been noted b y  the GOL, NTPC 
and the IF Is ,  while at the same time factual inaccuracies and erroneous or misleading reports are 
being corrected. 

60. The IMAs’ activities are taking place and inception and mission reports updating on 
all areas of the project have been made publicly available. The IMAs for the Resettlement, 
Project Lands, Downstream Areas and Environment have undertaken visits during the last six 
months and their reports have been made publicly available. NTPC i s  tracking these and all other 
recommendations made on the project so they can be properly incorporated. Efforts are being 
made to ensure all project monitors are aware of  other groups’ recommendations, in order to be 
able to more effectively incorporate these and improve all aspects o f  the project. The IMAs w i l l  
be visiting their respective project areas once a year and their reports w i l l  continue to be made 
public. 

61. Enhanced IF I  field supervision capacity has supported supervision effectiveness. 
Having more IF1 specialists located in Vientiane, and some specialists spending more time in the 
project area, has helped facilitate progress on issue resolution and development o f  key plans. Key 
staffing changes include the appointment of a new WB Task Team Leader for NTSEP based in 
Vientiane, and designating four WB technical “focal points,” three o f  whom are based in 
Vientiane. This has allowed for significant progress on ground level problem solving, closer 
collaboration and a strengthened partnership with the GOL, NTPC, ADB, Agence Franpise du 
DCveloppement (AfD) and the other I F I s .  In total, there are currently nine WB staff working on 
NT2 based in Vientiane-with two additions in the next four months-five WB staff working 
from the Bangkok office, and a wider WB team, including one o f  the two NT2 project 
coordinators, based in Washington DC, who travels regularly to the field. There are also three 
staff from ADB and AfD based in Vientiane and additional staff based in Manila and Paris. The 
positive impact this staffing allocation has had on the project has been noted by the GOL, NTPC, 
the IAG and POE, and most recently b y  the WB’s Managing Director on his visit to the country. 

62. The recent IF I  mission concluded that implementation progress during the past s i x  
months registered the best performance since commencement. This view i s  also shared b y  the 
POE. The main findings o f  the mission have been incorporated in this Update. The mission has 
highlighted the implementation challenges relating to the achievement o f  livelihood outcomes in 
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all project areas and the orderly transfer o f  management o f  project assets from NTPC to 
government agencies over the next few years. 

V. SUSTAINING OUTCOMES 

63. NT2 has influenced several national development outcomes. These include: a 
comprehensive strategy supported b y  plans and programs to reduce poverty in the country; an 
improved public financial management system, including foundations for the better management 
o f  natural resource revenues; strengthened public participation through sharing o f  information 
and more disclosure and consultations; support for environmental and social assessment tools 
and protocols to promote sustainable hydropower development; country mindset changes 
towards participating openly and pro-actively in emerging global and regional opportunities; 
capacity improvement o f  government institutions at the national and provincial level; stronger 
basic framework for public-private partnerships for large infrastructure; enlarged participation o f  
private international financiers in large infrastructure; stronger capacity and commitment to 
safeguard measures in the environmental and social areas; more effective coalition o f  official 
financiers and improved aid effectiveness; and finally, a strategic approach to local development. 

64. Looking to the future, there are three broad sets of issues: how to sustain project 
results; how to integrate some project activities into broader regional development activities; 
and how to ensure that project lessons can inform further hydropower development. The IAG 
and the POE have both suggested that the time i s  right for further thinlung in these areas, and the 
IF1 team has already begun this process. The sustainability challenge within the project concerns 
how to ensure both sustainable livelihoods for project affected people over the long-term and 
sustainability o f  project infrastructure and programs when they are handed over to local 
government in the coming years. The need for integration i s  based on the recognition that over 
time, and without reducing project commitments to them, i t  w i l l  be important to integrate project 
affected people as far as possible into broader economic development activities and opportunities 
in the surrounding region; integrate project f lood management activities into broader flood 
management approaches for the Xe Bang Fai, etc. Lastly, as the GOL implements a variety o f  
institutional reforms to underpin i t s  ability to better plan and manage i t s  hydropower pipeline, i t  
w i l l  be critical to work with i t s  agencies to embed key lessons from N T 2  in their work. These 
issues wil l be dealt with in more detail in a future update. 

65. Ensuring the sustainability of project infrastructure and programs when they are 
handed over to local government requires strong planning, institutional strengthening, and 
adequate resources. The NT2  project has made a number o f  investments-ranging f rom 140km 
o f  roads to community health programs-that wi l l  be transferred to GOL over time. These 
represent tens o f  millions o f  dollars in physical assets, as well as some key “softer” institutional 
assets associated with community livelihoods, health etc. As the POE and others have 
recommended, it i s  now a good time to plan in more detail for how these assets and programs 
can be handed over to local government in a sustainable manner. The last IF1 mission started to 
address these issues, and the I F I s  are intending to work closely with the GOL and NTPC on this 
in the corning year. There may well be a need for additional capacity development support in the 
future. 

20 



Annex 1 

UPDATE FROM ADB ON THE THEUN-HINBOUN PROJECT 

Background 

1. A public-private partnership, the Theun-Hinboun Power Company (THPC) Limited, was 
formed in 1993 to plan, finance, construct, own, and operate the Theun-Hinboun Hydropower 
Project (the Project) downstream o f  NT2. I t  started operations on schedule in March 1998. The 
Project i s  a trans-basin hydropower scheme diverting the Nam Theun by means o f  a dam 
consisting o f  a combination o f  radial gates, flap gate, and a weir. The flow i s  diverted through an 
underground tunnel to a 210-megawatt surface powerhouse and i s  discharged to the Nam Hai, a 
tributary o f  the Nam Hinboun. An 86-hlometer transmission line to the border at Thakhek 
allows the export o f  power to the Electricity Generating Authority o f  Thailand (EGAT). 

2. The Asian Development Bank (ADB) approved a loan o f  USD60 mi l l ion f rom the Asian 
Development Fund (ADF) for the Lao People’s Democratic Republic (Lao PDR) to implement 
the first joint-venture hydropower project wi th foreign investors. Electricitt du Laos (EdL), the 
state-owned power utility, contributed 60 percent o f  the share capital, and two foreign investors, 
MDX Lao Public Company Limited and Nordic Hydropower AB, 20 percent each. Assisting the 
transition to a market economy b y  supporting such private sector participation, ADB acted as the 
lead coordination agency for Government’s negotiations with the foreign investors and provided 
legal and financial advice in the form o f  a technical assistance grant. As a result o f  significant 
cost savings in main c iv i l  works, mechanical works, and electrical equipment, the Project was 
completed at a cost of  USD240 million, 11 percent below the appraisal estimate o f  USD270 
million. 

3. THPC and EGAT signed a power purchase agreement (PPA) in 1996 for a guaranteed of f  
take o f  95 percent o f  THPC’s power generation, which has ranged between 1,358 and 1,521 
gigawatt hours (GWh) per annum in the last five years; sales to EGAT were about 97 percent of  
declared availability. I t  i s  expected that the power plant w i l l  generate on average 275 GWh per 
annum less when NT2  starts impounding i t s  reservoir in June 2008. The PPA between THPC and 
EGAT i s  based on the take-or-pay principle, has a term of 25 years f rom the start o f  commercial 
operation, and contains an option for renegotiating the tariff after ten years. The tariff in the f irst 
year o f  operation was USD0.0484 per kilowatt-hour, and increased by a fixed rate o f  one percent 
per annum after 1999. The payment i s  determined half in US dollars and half in Baht at a fixed 
exchange rate o f  USD1.OO = B25.35. THPC later refinanced i t s  commercial loans aligning the 
currency profiles o f  the debt payments with those of the revenues. 

4. The Project has achieved i t s  intended purpose. I t  i s  currently one o f  the largest foreign 
exchange sources in the Lao PDR. THPC’s sales revenues increased f rom USD42 mill ion in 
1998 to a high o f  USD57 mi l l ion in 2005, and are expected to be maintained at about USD55 
mi l l ion in the future. THPC’s financial performance i s  very good. THPC has a healthy profit and 
maintains a comfortable debt-servicing capacity. The Project generated a net income o f  USD88 
mi l l ion from 2003 to 2005. THPC’s dividend payments in the same period amounted to USD78 
million, o f  which USD47 mi l l ion went to EdL. In addition THPC paid about USD2.8 mill ion in 
royalties to the Government in 2005. In 2004 THPC started paying taxes. The profit tax payment 
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for 2004 was about USD3.4 mill ion and about USD2.9 mi l l ion for 2005. Revenue sharing 
arrangements among the shareholders of  THPC i s  as per the jo int  venture agreement, i.e., 60 
percent for EdL on behalf o f  the Government and the remaining 40 percent equally shared 
between the Thai and Nordic investors. 

5. The feasibility study included an environmental impact assessment that was completed in 
May 1993, but due to the lack o f  baseline data on environmental and social impacts, the extent o f  
these impacts was not properly understood; this resulted in some design weaknesses. The Project 
was funded and constructed before ADB had fully developed i t s  policies on environmental and 
social issues, and the lack o f  baseline information was dealt with b y  postponing the study o f  
impacts to the post-construction period. Physical relocation o f  persons was not anticipated, as the 
communities l iv ing in the project area mostly consisted o f  shifting cultivators. Therefore, the 
Project did not have a resettlement plan to systematically address income restoration and other 
social impacts. However, the environmental impact assessment did propose several community 
programs in the project area. During implementation and init ial operation, i t  became apparent 
that the environmental and social impacts were more extensive than anticipated and various 
parties, including international NGOs, raised their concerns, such as: (i) the number o f  villages 
affected b y  the Project increased from 21 to 57; (ii) loss o f  dry season riverbank gardens, which 
are an important source o f  food and income; (iii) loss o f  access to traditional fishing and fish 
breeding areas, which are an important protein source for villagers; (iv) erosion along sections o f  
the Nam Hinboun, which caused loss o f  land and access to clean water supplies; (v) loss o f  
income b y  villagers due to delays b y  the company in taking action to solve the problems caused 
b y  the Project. 

Agreed Action Plan to Mitigate the Social and Environmental Impact 

6. To remedy the environmental and social problems, a ten-year mitigation and 
compensation program (MCP) was agreed upon in June 2000, and a new Environmental 
Management Division (EMD) was formed within THPC in 2001 to implement it. The MCP was 
comprehensive and ambitious, and tried to adopt best practices in terms o f  participation. The 
EMD addresses the issues raised in the MCP, which noted that approximately 3,000 families in 
57 villages had been impacted b y  the Project. One o f  the f i rs t  actions by EMD was the 
development o f  a management strategy in the form o f  a logical framework (Logframe) to 
implement activities to mitigate identified project impacts. A significant number o f  Logframe 
activities have been initiated and show relatively good progress. THPC reported quarterly on the 
implementation o f  the Logframe on the following activities. The Logframe has now been merged 
with the Expansion Project (see explanation below). The following activities were considered 
most critical for the Logframe: 

Community assessment and organization. Village development committees (VDCs) 
have been established and trained in 5 1 villages. Sample socioeconomic baseline surveys 
were carried out in ten villages as per the targets in the Logframe, adopting a livelihood 
framework to monitor and assess the impact. T o  date al l  villages have been visited and 
VDCs andor village working groups have been established to follow through with the 
assessment work. Further training, leadership support and support for women’s 
involvement w i l l  be carried out under the Expansion Project. 
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Social mitigation implementation. Savings and credit programmes have been established 
in 62 villages; 48 livestock groups have also been established. A number o f  these 
programs are being modified and improved under the Expansion Project. 

0 Water supply. More than 100 dug and more than 45 tube wells were completed, as well 
as four gravity fed systems, several water pumps for domestic use and gardens, and 
culverts by  end-2007. Several wells have become dry and there are issues o f  water 
quality in a number o f  areas that are now being addressed. 

0 Health and sanitation. Village health volunteers were trained, and basic medicine luts, 
mosquito nets, and revolving medicine funds were provided in all villages by  end-2007. 
Health programs have been reviewed by a health expert as part o f  the Pubic Health 
Action Plan for the Expansion Project. A number o f  activities w i l l  increase in scope and 
intensity. 

Wildfishpond building. Six large w i ld  fishponds with good fish yield following the wet 
season were built at Hinboun area. Additional efforts have been made to expand these 
activities in the Nam Kadding area. 

0 Savings and credit funds. These were operating in 62 villages. This program has 
provided funds for various agricultural and income-generation activities as well as 
forming part o f  a compensation program and supporting dry-season irrigation. The 
savings and credit schemes have been reviewed due to some indebtedness and programs 
wil l be revamped under the Expansion Project. 

0 Gardens. House gardens were established in 54 villages with participatory land use 
planning, terracing where appropriate, and planting o f  fruit trees and vegetables. Support 
for these programs w i l l  continue under the Expansion Project. 

Other activities. Other livelihood enhancement activities carried out in several villages 
include frog rearing, family fish ponds and training for livestock management. Some 
essential supplies have been provided to several schools. THPC runs a school and a 
health center adjacent to the power plants that are open to the public in the area. 

Further Developments 

7. THPC finalized a Technical Feasibility Study for the Theun Hinboun Extension in mid- 
2007. The Company has signed a PPA with EGAT in December 2007 and with EdL for 
generation for the local Lao grid in May 2008. A Concession Agreement wi th the Government 
and Environmental Certificate are due to be signed in June 2008. Financial Close i s  expected by 
mid-2008. The Expansion Project consists in building a dam on the Nam Gnouang, a tributary of  
the Nam Theun upstream of the Theun Hinboun weir and power intake. The dam w i l l  create a 
reservoir o f  approximately 105 square kilometers that wi l l  regulate the river flows into the Theun 
Hinboun head pond and increase power output in the dry season. The Expansion Project also 
includes increasing the installed capacity at the existing power house f rom 220 MW to 440 MW 
for export to Thailand, and a hydropower plant at the new dam of  60 MW for selling of 
electricity to EdL. The Expansion Project i s  scheduled to be commissioned in 2012. 
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8. In June 2006, THPC engaged a full-time expatriate Environmental and Social Manager 
who i s  responsible for the execution o f  the Environmental and Social Plans of  the new 
Expansion Project, and has integrated the existing work of  the EMD with the proposed 
Expansion Project mitigation plans as o f  mid-2007. A Final Environmental Impact Assessment 
and Environmental Monitoring and Management Plan (EMMP) and Resettlement Actions Plan 
(RAP) were submitted to the Water Resources and Environment Authority in April 2008. 
Consultations have been carried out on village, district, provincial and national levels since mid- 
2006 regarding the impacts o f  the Expansion Project. The final Public Information Meeting was 
held on November 29, 2007 in Vientiane. All comments from meetings with the various levels of  
government, the private sector, NGOs and the general public have been considered and 
incorporated into the final reports. Consultation i s  ongoing and an integral part o f  planning, 
implementation and monitoring. 

9. There i s  now a Social and Environmental Division (SED) established with five units: 
Administration, Resettlement, Social Development, Downstream and Environment. Full 
implementation mode for this division wil l  be reached b y  mid-2008 ahead o f  construction. 
Residual impacts from the existing project w i l l  be incorporated into the livelihood restoration 
strategy b y  income targets for improving the standard of  living in the downstream and through 
backward relocation if required. Ma in  features o f  the project include: 

EMMPs for: reservoir clearance and filling; catchment biodiversity development and 
protection; water quality monitoring; downstream riverbed monitoring; construction 
activities environment; operation activities environment; transmission lines; and 
environmental awareness. THPC i s  now working actively wi th both the World Wildlife 
Fund and the Wildlife Conservation Society on implementation. All programs have been 
initiated and environmental standards have been included in the construction tender 
documents. 

All impacted communities and households are entitled to full restoration and income 
targets well above the Lao rural poverty levels and considerably above existing income 
levels. This applies to resettlers, downstream communities and project land communities. 
A database and monitoring system i s  being put in place and wil l  be completed ahead o f  
the commencement o f  construction in October 2008. 

0 Resettlement o f  approximately 4,800 people in 11 villages and settlements along the Nam 
Gnouang into three host village areas in Khamkheut. Preliminary agreements with the 
G O L  and the communities have been reached and detailed planning i s  advanced. 
Construction o f  access roads has commenced, UXO clearance has been completed and 
livelihood demonstrations have been established. 

0 Backward relocation along the downstream areas o f  the Nam Ha i  and Nam Hinboun has 
commenced for approximately 3,000 people in order to avoid increased levels o f  flooding 
caused b y  the Expansion Project. Infrastructure and services w i l l  be provided at these 
sites and assistance given to all households to relocate. Most relocation sites are less than 
two kilometers from existing villages and within village territory areas. Livelihood 
development i s  ongoing in relation to improved food security and cash-crop production 

A4 



for all communities in the downstream areas (approximately 52,000 people). Additional 
monitoring o f  fisheries for approximately 5,000 people w i l l  be carried out. 

Compensation for project lands, including transmission lines, and the relocation o f  one 
village from the present site to a new road and bridge at Thasala. Social Management 
Programs for the management o f  the camp and camp follower impacts. 

10. Total estimated budget for the RAP i s  USD40.3 mi l l ion and for the EMMPs i s  USD3.4 
mi l l ion from 2007-2017. The total SED expenditure i s  USD43.7 mi l l ion or about eight percent of 
the total project cost. Contingency and inflation i s  included in the overall project contingency 
and financing. Long-term social and environmental mitigation, post-20 17, w i l l  be examined prior 
to the end o f  the f irst period and agreed between the GOL and the Company as per Concession 
Agreement. THPC wi l l  contribute USD200,OOO to the Environmental Protection Fund under 
GOL each year after COD for the length o f  the Concession Period (until 2038). 
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Annex 2 

Lao PDR at a glance 

POVERTY and SOCIAL 

2006 
Population, mid-year (millions) 
GNI per capita (Atlas method, US$) 
GNI (Atlas method, US$ billions) 

Average annual growth, 200046 

Population (%) 
Labor force 1%) 
Most recent estimate (latest year available, 200096) 

Poverty (% of population below national povetty line} 
Urban population (% of total population) 
Life expectancy at birth (years) 
Infant mortality (per 1,000 live births) 
Child malnutrition (% of children under 5) 
Access to an improved water source (% of population) 
Literacy (% ofpopulation age 15+) 
Gross primary enrollment (% of school-age population) 

Male 
Female 

KEY ECONOMIC RATIOS and LONG-TERM TRENDS 

1986 

GDP (US$ billions} 1.8 
Gross capital formationlGDP 6.9 
Exports of goods and servicedGDP 3.6 
Gross domestic savings/GDP 2.8 
Gross national savingdGDP 3.1 

Current account balancelGDP 
Interest payments/GDP 
Total debt/GDP 
Total debt service/exports 
Present value of debffGDP 
Present value of debffexports 

-4.3 
0.1 

48.9 
13.1 

1986-96 199696 
(average annual growth} 
GDP 6.1 6.2 
GDP per capita 3.1 4.3 
Exports of goods and services .. -23.4 

Lao 
PDR 

5.8 
500 
2.9 

1.6 
2.2 

21 
56 
62 
40 
51 
69 

116 
123 
108 

1996 

1.9 

22.7 

16.9 

-12.0 
0.3 

120.8 
6.7 

2005 

7.1 
5.4 

17.7 

East 
Asia i3 
Pacific 

1,900 
1,863 
3,539 

0.9 
1.3 

42 
71 
26 
15 
79 
91 

114 
115 
113 

2005 

2.9 
32.6 
27.1 
18.6 
12.4 

-20.2 
3.1 

93.2 
19.4 
50.8 

165.7 

2006 

7.6 
5.7 

28.6 

Low- 
income 

2,403 
650 

1,562 

1.9 
2.3 

30 
59 
75 

75 
61 

102 
108 
96 

2006 

3.4 
32.5 
36.0 
26.2 
19.2 

-13.3 

2006-10 

1986 1996 2005 2006 

.. 53.3 44.3 42.0 

.. 21.1 30.0 32.5 

.. 15.9 20.6 20.9 

.. 25.6 25.7 25.5 

88.5 72.7 64.5 
8.6 8.5 9.3 
7.7 41.1 30.9 42.3 

Development diamond' 

Life expectancy 
- 

GNI Gross 
per primary 
capita enrollment 

i 

Access to improved water source 

Lao PDR 
____ Low-income group 

Economic ratios* 

Trade 

i- 

Domestic Capital 
savings formation 

I 

Indebtedness 

-Lao PDR 
~ Low-income group 

STRUCTURE of the ECONOMY 

(% of GDP} 
Agriculture 
Industry 

Services 

Household final consumption expenditure 
General gov't final consumption expenditure 
Imports of goods and services 

Manufacturing 

(average annual growth) 
Agriculture 
Industry 

Services 

Household final consumption expenditure 
General gov't final consumption expenditure 
Gross capital formation 
Imports of goods and services 

Manufacturing 

1986-96 199696 

4.2 3.9 
12.5 10.9 
14.1 9.6 
5.4 6.4 

2.9 
9.7 

.. 13.8 

.. -24.0 

2005 2006 

1.6 2.0 
16.5 16.5 
8.8 9.2 
6.9 6.8 

4.3 -4.6 
26.3 17.9 
9.5 7.3 

14.2 3.6 

1 Growth of capital and GDP (%) I 
40 

30 
20 
10 
0 

I I 01 02 03 04 05 06 

-GCF GDP 

I Growth of exports and imports ( O h )  

50 

0 

-50 

-100 

I -Exports Imports 

Note: 2006 data are preliminary estimates. 
This table was produced from the Development Economics LDB database. 

The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will 
be incomplete. 
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Lao PDR 

PRICES and GOVERNMENT FINANCE 

Domestic prices 
(% change) 
Consumer prices 
Implicit GDP deflator 

Government finance 
(% of GDP, includes current grants) 
Current revenue 
Current budget balance 
Overall surRlus/deScit 

TRADE 

(US$ mi//ions) 
Total exports (fob) 

Electricity 
Mining 
Manufactures 

Total imports (cif) 
Food 
Fuel and energy 
Capital goods 

Export price index (2000=100) 
Import price index (2000=100) 
Terms of trade (2000=100j 

BALANCE of PAYMENTS 

(US$ mi//ions) 
Exports of goods and services 
Imports of goods and services 
Resource balance 

Net income 
Net current transfers 

Current account balance 

Financing items (net) 
Changes in net reserves 

Memo: 
Reserves including gold (US$ millions) 
Conversion rate ( O K ,  /ocal/US$j 

EXTERNAL DEBT and RESOURCE FLOWS 

(US$ mi//ions) 
Total debt outstanding and disbursed 

IBRD 
IDA 

Total debt service 
IBRD 
IDA 

Composition of net resource flows 
Official grants 
Official creditors 
Private creditors 
Foreign direct investment (net inflows) 
Portfolio equity (net inflows) 

World Bank program 
Commitments 
Disbursements 
Principal repayments 
Net flows 
Interest payments 
Net transfers 

1986 

51.2 

-4.3 

1986 

45 

133 

1986 

64 
136 
-72 

-8 

-76 

85 
-9 

95.0 

1986 

868 
0 

40 

8 
0 
0 

19 
165 

0 
0 
0 

4 
7 
0 
7 
0 
7 

1996 

13.0 
13.7 

15.6 
6.0 

-5.3 

1996 

32 1 
30 

32 
690 

70 
66 

325 

1996 

425 
769 

-344 

-6 
125 

-225 

294 
-69 

921 .O 

1996 

2,263 
0 

335 

29 
0 
3 

139 
170 

0 
160 

0 

61 
60 

1 
59 
2 

57 

2005 

7.2 
8.0 

12.7 
4.5 

-4.3 

2005 

646 
107 
203 

9 
1,206 

102 
183 
615 

2005 

869 
1,267 
-398 

-269 
85 

-582 

571 
11 

238 
10,636.0 

2005 

2,690 
0 

598 

172 
0 

14 

117 
79 

228 
28 
0 

47 
35 
9 

26 
5 

21 

2006 

6.8 
4.7 

14.3 
5.3 

-3.6 

2006 

996 
107 
525 

18 
1,384 

226 
728 

2006 

1,236 
1,453 
-217 

-409 
170 

-456 

358 
98 

336 
10,061 .O 

2006 

0 
643 

0 
14 

0 
26 
9 

17 
5 

12 

OB I 01 02 03 04 05 

GDP deflator CPI 

Export and import levels (US$ mill.) 

1.500 T 

W 01 02 03 04 05 06 

Exports Imports 

Current account balance to GDP (%) 

0 

5 

-10 

-15 

-20 

-25 1 

Composition of 2005 debt (US% mill.) 

G: 5 

A - IBRD 
B - IDA D - Other multilateral F - Private 
C - IMF 

E - Bilateral 

G ~ Short-term 

Note: This table was produced from the Development Economics LDB database. 
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This map was produced by the Map Design Unit of The World Bank.  
The boundaries, colors, denominations and any other information
shown on this map do not imply, on the part of The World Bank
Group, any judgment on the legal status of any territory, or any
endorsement or acceptance of such boundaries.
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NAM THEUN 2 HYDROELECTRIC PROJECT
IMPACT ZONES AND KEY FEATURES (as of March 9, 2006)
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IMPACT ZONES:

   1 - PLATEAU IMPACT ZONE
        1A - INNUNDATION AREA
        1B - RESETTLEMENT AREA

   2 - NAMTHEUN WATERSHED
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        3B - DOWNSTREAM CHANNEL
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   5 - MEKONG RIVER 
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