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SUMMARY OF RECOMMENDATIONS

The POE recommends:

I. that the World Bank uses its good offices with both the Thai government and EGAT
to hasten the conclusions of the power purchase agreement (Section 1).

2. that, as a condition of WB Appraisal. the first stage of protecting the catchment
forests of the basin should encompass the NNT-NBCA and include the corridors to
the Khammouane Limestone NBCA and Hin Nan No NBCA (Section t).

3. that NT3 be reinvestigated and the catchment of NTH and NT3 including especially
the Northern Extension.,be protected as soon as possible by actions centred on
Bolikhamxai Province (Section I).-

4. that GOL explore with UNDP the creation of a Trust or Trust funds for the
environmental and socio-economic aspects of NT2 along the lines of the LAO PDR
UXO and HIVAIDS Trust Funds already established in Lao PDR (Section 2).

5. that a very small percentage of revenue from the sale of NT2 electricity be
incorporated within a Trust Fund for servicing the project area (Section 2).

6. that the Governor of Khammouane Province becomes Co-Chairman of the Board of
Directors of the NT2 Watershed Management and Protection Authority (Section 2).

7. that an international Engineering Panel of Experts (Dam Safety Panel) should be
appointed before World Bank appraisal of the NT2 Project (Section 2).

8. that the LIL cover as much as possible of the continuation and strengthening of the
on going conservation and development effort in the project area that ends in
February, 1999, and that additional bridging funding be found for the conservation
components as a matter of urgency (Section 3).

9. that the World Bank appoint a full time Task Manager and resident staff for the
NT2 Project (Section 3).

10. that efforts to obtain the necessary support and to identify and develop the needed
social and environmental capacity be initiated without delay, and suggests that
among other approaches, the project explore the possibilities of cooperation with
UNDP for this purpose (Section 4).

II. that before WB appraisal anti-poaching activities be strengthened and given higher
priority throughout the NT2 area, and in the villages near the border or elsewhere
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where poaching is a problem the village militia should be augmented by district
security forces. This, in turn, requires adequate funding to assure that the security
forces do not relv on the villages for support. as well as to provide for incentives for
the anti-poaching work (Section 5).

12. that border markets be established and trans-border trading be phased out within
the NT2 area, since wildlife and forest products are the currency which the traders
receive for their products (Section 5).

13. that the GOL support proposals such as joint border patrols. an international trans-
border park. border markets, and World Heritage status, which may come from the
Lao-Vietnamese Conservation Initiative (Section 5).

14. that GOL begin preparations as soon as possible for applving for World Heritage
Status for the NNT-NBCA,.as appropriate with assistance from the UN system. The
POE notes that the IAG during their second mission recommended that GOL apply
for World Heritage status for the NNT-NBCA by 30 June 1999 in time for
consideration bv the World Heritage Bureau. UNESCO in the y'ear 2000 (Section 6).

Ic. that development plus conservation activities continue in the core NNT-NBCA area,
aiming progressivelv to spread out from the pilot villages to cover the whole area
(Section 7).

16. that the western boundarv of the NNT NBCA (where it runs close to or through
inhabited country) is demarcated and stabilised (Section 7).

17. that highway 8B where it runs through the corridor to the Khaummouane
Limestone NBCA is policed to prevent hunting and settlement along its margins
(Section 7).

18. that as a matter of urgency and before appraisal the revised ESMP report needs to
have a prioritised and focussed work programme that includes a realistic budget
and is on a scale comparable to other GOL priority activities (Section 7).

19. that the incorporation of district personnel in resettlement planning and
implementation be accelerated to the extent possible, with the major qualification
that more emphasis be placed on district planning "with" the villagers as opposed
to planning "for" the villagers (Section 8.3).

20. that district personnel further incorporate villages within the decision-making
process as to pilot village selection and the timing and nature of pilot village
activities (Section 8.3).

21. that the primary reasons for determining the size of resettlement villages must be
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the preference olf the X illagers themselves linked to the capacity of the resettlement
sites tU pros ide the necessarN economic opportunities (Section 8.3).

22. that all design features for the regulating resenroir at the exit of the power station be
checketi hv the forthcoming Panel of Engincering Experts (Section 8.4).

23. that a monitoring propram of current fish migrations and fishing activities in the Xe
lBang F'ai be initiated by the 1999-2000 (Id- season at the latest (Section 8.4).

INTRUDI[ VCTION

The P'anel, Its Role, and P'revious Missions

I'his e> the lourth report ot' the International Panel ot Environmental and Social Experts
P()L or the linln' tor the Narm rheun ' (NJ"-) Project in the Lao People's Democratic

Relpublic. [h'le P'anel's previous reports covered its visits to Laos in January and February,1997,
. .l1x I )l97 .nd January. 11)(g

I'he P'anel's primary responsibilitv is to provide independent review of and guidance on
the treatment of environmental and social issues associated with the NT2 Project2. The Panel's
findings and recommendations are submitted directly to the Ministry of Industry and Handicraft
ot' the Lao PDR. and thereafter are to be made available for distribution to the World Bank, other
cooperating organizations and the public. The Panel is free to make its own determination on
which environmental and social issues it should t-ocus and its area of responsibility includes the
entire Nam Theun River basin trom the border ot' Vietnam to the Mekong River, the Nakai-Nam
rlheun National Biodiversitv Conservation Area (NNT-NBCA) which is a portion of the NT2
project catchment area. proposed extensions to the NNT-NBCA. inter-basin transfers from the
Nam Theun to the Xe Bang Fai and Nam Hinboun rivers. the NT2 transmission line, and
whatever enhancement and other projects are impacted upon bv water releases from the Nam
Theun reservoir. The Panel is also obligated to assess the extent to which planning for the NT2
project meets relevant World Bank guidelines including those for environment, indigenous
people. and resettlement with development.

The Members of the Panel ot Experts are:
r Scudder. California Institute oftTechnolouv. USA
1 MI dlbot. (,corue Mlason LJniversitv. Virninia. USA
r C k hlirinore. (Canihridie Universtyv U!K

rhe I crins Ot Reierence tor the PO0 are undcr Anlne\ I Of the Panel's First Report. February. 1997.



Summarv of P;anel Activities

FIhe Panel members arrived in \Vientiane on Januarv 3. 1999. Fhree davs were devoted to
initial meetings and consultations in Vientiane including the Prime Minister' Office and the
various line Iinim,tries and other units ot'the (Co%ernment of Laos (G(OLi) which are involved
with the NyT project. An\l additional day was spent on an inspection bv helicopter of the Nam
NLeum dam and reservoir. Nani Nuum 2 and Nam Nuum 3 dam sites and water catchment areas.
A\lonig with previous on-site v isits bv Panel members to other hydro-power sites in the Lao PDR.
this visit has pro% ided the i'aniel with an importanr perspecti\e on its xkork with the NT2 Project.
In thie 0oll b i nu eiunht da% s tile Panel travelcd tllrotLIah the area ot its responsibility, primarily
visitin.u portions ot the area w hich it had not seen on previouS Xisits. mong the visits were the
tollo%wini (,see Annex I tor detailed itinerary:%

- An extensive overtlight bv helicopter to X iew the 1Iheun I linboun dam and reservoir,
most of the Nakai l'lateau trom the NT2 dam site to the south-eastem edge. much of the NNT-
N>BC\A including the dividing hills and areas of'settlement. and the proposed Northern Extension
to the NB3CA. Stops w%ere maide at villages including Ban \Iakteuang.

- IVhree days by toot in the torest area of'the Central M,lountains along the abandoned
logging traick ibo\e Ban Navanu and in the surrounding tforest and hill areas:

- Fwo days by toot and local boat down through the dividing hills to the Nakai Plateau,

- r~ko days on the Plateau visiting the demonstration f'arms. villages and resettlement
areas. and consultiniz Nakai District officials;

- One day inspecting the regulating pond and channel which will convey the water from
the project to the Xe Bang Fai. visiting a pilot community ot the FOMACOP communiity forestry
project. and meeting with the Provincial Vice Governor and other officials in Thakhek.

Two days were spent in Vientiane attending the National Public Consultation and
Participation Workshop to discuss the tinal Resettlement Action Plan (RAP) for the NT2 project.
The remainder ot the visit was spent on consultations and review of ret'erence information in
Vientiane and in preparing this report and briefing officials.

In addition to following the progress of the project and noting changes in various parts of
the project area. this fourth mission has enabled the Panel to examine parts of the area which it
has not previousiv seen, especially the old growth drv evergreen lower montane forests at 900 to
1200 meters elevation in the NNT-NBCA.

Ojrg;anizatjion of this Rleport
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As with the third report. the Panel felt that this report would be most useful if it focused
oniv on a limited number of issues The Panel's first report (Februarv 1997) should be consulted
for a more comprehensive overview and description of the Nam Theun 2 Project and broader
perspective on the environmental and social issues involved.

To facilitate companson and monitoring of recommendations. the subjects covered by this
report are presented in the same order as in the POE's previous report The specific POE
recommendations are set in bold type and numbered.
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We are particularly grateful for the organization and arrangements made by Stuart Chape
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Delvallet and the staff of NTEC, especially Loy Chansavat and Peter Goldston. who organized the
other parts of the Panel's field visits. Thanks to these fine arrangements it was possible for the
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ABBREVIATIONS, ACRONYMS AND GLOSSARY

ASEAN Association of South East Asian Nations
CPAWM Center for Protected Areas and Watershed Management of the Department of

Forestry, Ministry of Forests and Agriculture
EGAT Electricity Generating Authority of Thailand
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ESMP l1nvironmenr anld Social Mianagement Plan tor >Nakai-Narn Fheun Catchment and
Corridor aircias

1:I\C1 c ForeiLtn In' estment MNanagement Commitee
FONIACOP Forest Mianagement and Conservation Project (WB. Firland. GOL, GEF)
(;OL (JoV\emmcnt1 of Lao P.D.R.
I IP() I ivdrof)ow%er ( )t'ice
FAU Fhe Wk'orld 1ank's International AdJ isory (iroup tor NT2
IUCN The World Conservation l Union
Lao P 1) R. 1The Lao leoples' [)emocratic Republic
IL l earnin. and Inno\ation l oan ot thc World Bank

Nam Ri\er
N 3RCA National lBodi%ersitv Conservation A\rea (protected areas created by GOL

D)ecree).
NuC) Non-oovernmenial Organization
NNTCA Nakai-Nam Fheun Conservation Area (the NT12 catchnient area plus extensions)
NNT-NBCA Nakal-Nam Fheun Nationai Bliodivers1tv Conservation Area (a portion of the NT2

P'roject. most ot which is in the water catchrient area ot the project reservoir)
which was created in 1993.

N -F2 Nam 'heun 2 Hvdro-electric Project
NT2-WMP,,! Nam Theun 2 Watershed M,vana'ement aind Protection Authoritv
NT3 Proposed Nam Fheun 3 Hydro-electric project on tthe Nam Gnouang
NTSEP Nam Theun Social and Environmental Project (ot'the World Bank).
Panel. POE 'The International Panel ot' Environmental and Social Experts
RAP Resettlement Action Plan ot' 1997
STENO Science. Technology & Environment Organization ot'GOL (which reports to the

Prime Minister s otfice)
UNDP United Nations Development Programme
WB World Bank
WCS The Wildlife Conservation Society

1. OVERVIEW

The Panel reiterates its strong support for the NT2 Project. The Panel also notes that it
sets new high standards for resettlement and environmental issues and has the potential to be a
model of global significance. The GOL has formally placed NT2 as its highest priority
hydroelectricity development project'.

The general background to the Nam Theun 2 (NT2) project is described in our previous

Letter from H.L. Sosnisavath Lengsavath. Deputs Primile Minister and Minisier ot Forei-n Affairs. to H.E.
Nourin Phisu all. Nlinister ot IToreivn AtiTaks. Flailanld. dated IO December I 99C
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reports. HIere \\C olel tocus on de\ elopments since our third X sit a Neir azo in January 1998.

Duritn 19098 NT EC \\as restructured tLIectricite de France eLDH is now the major
partner kaith a planned 30 percent ot the total investment. Neuotiations between GOL and NTEC
have advanced On 16 I)ecemiher I ')98 I [cadS ot (\ reement \,ere signed and based on them the
Concession Aureement is due to he drafted h\ the end ot this Januarn

Prouress \was made \ulth (i.A\ F in a series ot discussions . I: FA r has committed itself to
purchase 3000MW ot electricity trom i.ao hy 2006.h (iOl. at I (iAI-s request reviewed priorities
and advanced NF1' (908\1WX t)o clear tirst priarity ot six potential hydropower projects. The
other tive protects hase set to be ranlked. Discussions continue on the price to be paid per KWh
and on the date Irom which l %iG.\till sive a firm undertakinu to huy power. 2005 is the
earliest possible date for constfuctioni to be completed. In response to an LGAT request the
oiperation has heen altered trom base load deliverv to an intermediate peaking basis.

Within L-o Pl'[) progress has bteen made on management structures. A revised
resettlement committee. clearly decentralised to Khammouane Province, has been created. A
lratt decree hv the Prime M0inister to establish the Nam Eheun 2 Watershed Management and
Protection Authoritv (NT-WV'MPj1A). wxhich would create a milieu t'or conservation and
development in the conservation area, is currenitly under discussion in the Province and Districts.

Within the core conservation area, the NNT-NBCA. a start has been made in three
villages to diversif'v agriculture, improve livelihoods, and conserve biodiversity. by an eight-
month project executed bv IUCN/CPAWM using World Bank Japanese grant funds. The POE
understands that there is the possibility to use funds t'rom the GOL NT2 office as a bridging fund
until further tinance can be identified. A capacity building project centred on Khammouane
Province (LIL. with WB loan funds) is due to start in mid 1999. It will have some of its
activities in the NNT NBCA and these will be considerd to be part of the NT2 Project. These
activities are in some aspects similar to the IUCN/CPAWM project but unfortunately, as
presently formulated. not directly building on or providing continuation for the work already
done.

Little work has been done on the EAMP since July 1997. In order to ensure completion
before WB Appraisal a careful schedule of activities is required. Aside from integrating the
necessary information from the revised RAP, ESMP, and other documents the EAMP should
also reflect the experience gained on environmental and social issues from the Theun Hinboun
project.

Most of these points are followed up later in this report. In addition. the POE endorses
the IAG second report recommendation that WB uses its good offices with both the Thai
oovernment and FECAT to hasten the conclusion of the power purchase agreement
(Recommendation 11).
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[he Nakai Sani IheLll (.NNT) NBCA\ is thc larzest arca ot'larel v uniouched tropical
forest in Lao PDR and has extremelv high national. regional and global biodiversity value. It lies
mainlv in Khammouane Province. Fo its south also in the same province lies the Khammouane
Limestone NBC\A and it has hreen proposed that a corridor ot protected forest join the limestone
NBCA to the 'NVNT-Ni3CA. In the same wav it has been proposed to establish a short protected
comdor to join the NN'F-N13('A to the Hin Nam No NBCA\ vxhich lies to the east. To the north
wvest in Bolikhamxai Pro ince cood torest area ot particularly high conservation value has been
proposed as a Northern h xtension to the \NNT-N13C.A.

[he core NN; \I' 13C A iK Ihammouane 10rnis the caictinieit ot the NT'T dam. The
proposed Northern l'xtension tornis the catchmcnt tor [hetin ilinboun and the proposed NT3
dams.

[his whole larve area ot' t'orest occurring in t\o provinces has extraordinarily high
conservation *alue and it also protects the headw\ater catchment areas ot' important rivers. The
ultimate objective should he to conserve all these vwatershed f'orests and to thereby conserve the
globally important hiodi'ersity that thev contain It now appears to the POE that this ultimate
objective probably can best be reached in two stages. the t'irst involving the areas in
Khammouane Prov ince and the second involvinu that in Bolikhamxai. We reiterate our view that
management must eincompass the whole river basin f'rom the Vietnam frontier to the Mekong.
Dams have impacts on their catchments. For example. 'I'heun Hlinboun has atffected migratory
tish. [he national strateev shoulid be to develop a t'ew river svstems fully and leave the others
untouched. I'he l'OE recommends that as a condition of WB Appraisal the first stage of
protecting the catchment forests of the basin should encompass the NNT-NBCA and
include the corridors to the Khammouane Limestone NBCA and Hin Nan No NBCA
(Recommendation #2 ).

Theun Hinboun dam was closed in 1998. The Panel understands that its capacity would
be increased if the Nam Theun 3 dam was built just above it on the Nam Gnouang. It is essential
to both these dams that their catchment is protected. This catchment includes the proposed
Northern Extension NBCA. The POE therefore recommends reinvestigation of NT3 and the
protection as soon as possible of the catchment of NTH and NT3 including especially the
Northern Extension, by actions centred on Bolikhamxai Province (Recommendation # 3).

The NNT NBCA contains a large volume of commercial timber. Despite currently
depressed prices timber, at 40 percent by value, remains the most important national export.
Across the country timber resources are diminishing and pressure on the f'orests of the
conservation area will become continuousiv more acute. The POE notes that as a member of
ASEAN Lao PDR is committed to sustainable management of its f'orests and endorses the two
recommendations otf the IAG Second Report that 'a much more effective torest resource
management and sustainable use regime be established in [Lao PDR]' and that in the mid term
the nation must develop alternatives to torest resources and electricitv as revenue earners.
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'. INSTITUJTIONAL FRAMEWORKS

I'he P'o )1 shts to commend GOL for the proiress made durin 1' 998 in re-organizing
the institutional lranmie%ork tor planning and implementing development and conservation
activities within the overall N I[ project area. At the central government level. the five member
Foreign Investmcnt NlanaLiement Committee chaired bv the First Deputy-iPrime Minister
c(ntinues to ha,e Itle GOL, responsibilitv t'or draftine the Concession Agreement. Their link to
the Steering Committee for the N\T2 Project is through the NT2 Representative based in the
Hydropower ()ffice ( I1P0).

l:igure I (Annex) represenis the GOL implementation structure for the NT2 Project. Also
,ervin i as chair. the 1'irst Deputy-Prime Minister continues to play the essential role of chief
project executive. Not shown on the diagram is an ad hoc arrangement whereby a small
.,ubcommittee ot the SteerinLe Committee involvina the Minister ot' Cabinet of the Prime
Minister. the Secretary of the IlMC/Minister for Foreian Investment and the Minister of Industry
and Ilandicratt is avai lable for lurther consultation [lhis ad hoc arrangement begins to
approximate the type of' over-arching steering committee that the POE has recommended for the
Nr2 project area in previous reports. As implementation proceeds. \ve suggest that GOL
consider expanding it to include the Governor ot' Khammouane Province and other relevant
members.

As Figure I shows. the Resettlement Committee has been re-organized with the
(iovemor and Vice-Governor ot' Khammouane Province as chair and vice-chair so as to better
rellect provincial. district and village planning and implementation responsibilities. Members
trom Bolikhamxai and Savannakhet Provinces are included.

Based on the world experience, the POE believes there is a need to plan now for a Trust
or rrusts for disbursing funds for implementing the various environmental and socio-economic
programs. including programs in the NNT-NBCA. the Resettlement Action Plan (RAP), and
programs for project effected people elsewhere including those along the Xe Bang Fai and its
tributaries between the regulatig reservoir and the Mekong River. The POE recommends that
GOL explore with UNDP the creation of a Trust or Trust funds for the environmental and
socio-economic aspects of NT2 along the lines of the LAO PDR UXO and HIVAIDIS Trust
Funds already established in Lao PDR (Recommendation #4)

The need for such a fund can be expected to continue indefinitely. For example, expenses
f'or the maintenance and replacement of essential resettlement infrastructure must continue after
the Ownership Companv has transferred its responsibilities to GOL. Unexpected expenses,
shich exceed community capacities and line ministrv budgets. must also be anticipated. In the

NT2 case: where plans are tinder preparation tor meeting funding needs during the initial years,
the l'OE recommends that a ver-y small percentage of revenue from the sale of NT2
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electricitv be incorporated within the Trust Fund for servicing the project area thereafter
(Recomendation p5). In C'hina Auch an arran-cnwnr is called a --Rernaininu Problems Fund."
I'his approach has proved especiail successIul itoh such maior Chinese projects as the
Danjiankou Dam hu.lt in the I )60s.

The POL has revciewed the latest version ot the Draft Decree ol the Prime Minister of Lao
P'DR on the establishment and activlities of the Nam ['heun 2 Watershed Nlanagement and
Protection Authority (NT2-WM %PA). Since the intended boundaries correspond to the NNT-
NIBCA. the P(OE suggests that the minal decree at least refer to the possible t'uture enlargement of
the authority to uicILide ihe corridor to the Klihaniniouane l1imestone NBCA\ and the southem
cornidor.

As currently dratted the 1) member Board otL Directors ot'the Authoritv will be chaired
by the Mfinister ol Auriculture and Forestry. As it did in the amendment to its third report, the
POE recommends that the (Governor of Khammouane Province co-chair the Board
(Recommendation # 6). We believe that this action is important tor two reasons. First. it
strengthens the linkage between the central and provincial levels ot' govemment. Second, it
provides a better linkage to the ot't'ice of'the Executive Secretariat which the Dratt Decree
recommends be established in Khammouane Province. The POE believes that is an excellent
recommendation since the Executive Secretariat will have the function ot"'summarizing, co-
ordinating and carrying out the day-to-day activities of the Authoritv in accordance with the role
ot'the authoritv." The POE believes that role will be enhanced if the Governor of the province is
co-chair. The co-chairs would then have the joint responsibility for nominating the head of the
Secretariat which the POE suggests should be a senior official from the Provincial Department of
Agnculture and Forestry.

The POE also recommends that an international Engineering Panel of Experts
(Dam Safety Panel) should be appointed before World Bank Appraisal of the NT2 Project
(Recommendation #7). Terms of Reference should include the requirement for that Panel to
work closely with the POE in assessing the adequacy of, for example, the design of structures
f'or regulating flows from the power station to the Nam Phit and Xe Bang Fai Rivers.

3. AVAILABILITY AND CONTINUITY OF SUPPORT

In its previous reports the Panel has repeatedly registered its concern with the availability
and adequacy of funding for the preparation and initiation of the project. and for the lack of
continuity in that funding and consequent effort. As we have noted. because of delays and
discontinuities in support there have been serious breaks in the continuitv of funding both for the
conservation and rcsettlement planning and implementation. and in other aspects of the project
such as the support for the diemonstration t'arms.
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For example. atter x arious delavs w%hich. 1mon1 othcr thintus. resuletd in loss of key
personnel. I'C' ( PPAWMN rccci'ed WB Japanese -ranl funding h6reieht months tora
conservation and development protect to prepare tor the World Bank NTSEP project. The Panel
vwas very inpressed w%ith the accomplishments ot this preparatory project and particularly with
the enthusiasm Lnd ctforts ot the x illagers involved. I lowever. the initial tundingt period is
llmost tinished. and ulliCss additional support is torthcomingt the project will be dropped and it is
likelv that kev personnel \%ill auain he lost. as vill the trust and enthusiasm ot the villagers. This
point xwas also ,tronuly emphasized by the IAG. The Panel has heen intormed that in principle
some additional hridUini. lundin vw1ill be made a\ailahle to the Il t'N hv the ()ffice of the Nam
Pheun 2OI l1crresentati\e. and w,e warmly conmmiend that action. I lowsever. it appears that
additional fundin %will -till he needed to assure that much ot the momentum and
accomplishments of thlc II (N ( 1:\AVNM project are not lost.

1lhe it CN project should lcad into the \WB NTtSEP protect huLt the Panel understands that
the NTSEP will not star tfor some time. In the interim the \World Bank is prepanrng a District
I pland Deveiopment and (onservation Project (LIL) tor a .( month period. but the Panel
Understands that tilhe lL is not itended to he a continuation ol the IIICN project as a whole and
that it does not address key conservation needs of the NT area.

ConsequentlI, the POE recommends that the LIL cover as much as possible the
continuation and strengthening of the on-going conservation and development effort in the
project area that ends in Februarv, 1999, and that additional bridging funding be found for
the conscrvation component as a matter of urgency (Recommendation #8).

We cannot overemphasize that continuity is crucially important to NT2. It is particularly
crucial in a countrv such as Lao PDR with limited internal funding. facilities, staff and resources.
Breaks in continuitv of funding lead to losses of good. trained staff, and make it that much more
difficult and inefficient to tfind and train replacements when the funding starts up again. Worse,
breaks in continuity ot' funding of resettlement efforts undermine the trust and enthusiasm which
can be built over time in the affected populations. and can lead to inefficiencies and failures in
the resettlement process itself. Threats to the integrity of the biodiversity of the NNT-NBCA are
increasing, and inadequate and uncertain support can lead to irretrievable losses. Discontinuities
and delays in funding also can lead to serious impacts within the host government. The
Government agencies or other units which commit staff, resources and political capital to a
project find themselves and their position within the government undermined when funding is
delayed, uncertain or fails.

The World Bank's role is central to the success of the NT2 project and success of the
project is also important to the WB. The NT2 Project is regarded as a pilot project for the WB
private sector involvement in dam building as well as the project's exemplary attention to
conservation. improvement ot' livelihoods and sustainable development. The Bank must provide
m1uch of the continuity to thc project. Accordingly. our 1 998 report recommended that the
Resident Mission be strenutthened. and we are particularly pleased that the Bank has done so.
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We also note that ttlc BianiNk itclns tio send rczauiar hut rotatin- \ 1 ' missions to I aos during the
coming period. \A e .:pprecl,itc iie c torts Ihli Bink hasil ade [tk consol itic tie activities

associated Nil \ I ' hLlt \%C h-Ilc\ that the N-1T protect has now reached a level ot activity and
complexity tliat it rCOnilres a .til ii me Fask Mlanaver ail ngL v. oh resident sI-flededicated to the
project to proo. h.IL !h IC1i tii oiilIt'IJl .ill. )\ crslieht t1lat is ; noxk r-LjUired. ind the Panel
reconimends that the \\ )rld lBank appoint a full time Task \1anaw-er and resident staff
(Recommendation 99).

4. H1I1: ( 'ITIC T l. ISS FK ()F ( A1'.A(ITY

In oiur rre\ 0i1k rcp rtoi i lt t1'l hlas rercltcdlk Vind strong l\ 1mpha-s,ied that developing
adtequte q anlan,iLcen calp ac\ ¶l he1 a keCV to the uiClimate succecss or talIure oi Whe NT2 project.
I rained alnld cICCt1I\e jersoitnl irc reLuilred lor the \ r\ \kide arrav ofI taLsks In th1e conservation.
development in d rel Ited apects ol this protect. We hiav.e been impressed hy the ettective
approalch to capaci t hbuilldinu ior the ( i(l [ nud tor protects in L ao PD)R de,,eloped bv the UNDP.
\We note athLi the I I1 aind I ( )\I( ) ( )' also lhae ciapcityN huilding as one ()I their objectives.

1[rainine tor the %arious levels and types ol management o%hich will he required by this
rroieci is a comple.\ task and it %ill take time. AcordinlIy. Ihte IPOE recommends that efforts
to obtain the necessar-N suppiort and to identify .and develop the needed social and
environmental capiacitv he initiated wvithout delay'. and sugoests that among other
approaches, the pnroject explore the possihilities of cooperation w%ith I tI)P for this purpose
(Recommerndation Ps1).

5. TRANS-1ORDER ISSULES

Trhe need tor et`cctive control ot trans-border poaching. trading in w%ildlife and collection
ol other forest products has been brought to the Panel's attention repeatedly in its field work and
other consultations. It appears to the Panel that the problem is getting *worse. and that it
represents a very signiticant threat to the intecritv of the biodiversitv even in the most remote
parts of the N r2 area. It also represents a major economic loss to the Lao i'DR because of the
high value oftthe wildlife and other forest products taken out of the country. \We have been
informed by villagers and scientists that poachers' camps are found throughout the NNT-NBCA
even at distances ot more than 20 km from the border, that because oftthe poachers' activities in
the past decade the elephants and most other larger wildlife are no longer found in this zone, and
that some species such as golden turtles have been neariv exterminated. Further. even though
villages have a few militia. they are otten outnumbered and outgunned by the poachers so can
neither protect thcir o kil resources nor go on anti-poachling patrols elsew%here. Fle Panel
appreciates that since this is a trans-border issue it can raise delicate diplomatic considerations.

I fole\er. the l'anel. like the I \(i. teels strongly that tile issue is of such im1portance and urgencv
that e Ifec ii e aCtn It I ist hb taken Vit hoot delay, It appears to the Ianel ta t three areas of action
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are required

First the POE recommends strengthening and giving higher prioritv before
appraisal to anti-poaching activities throughout the NT2 area. and in the villages near the
border or elsewhere where poaching is a problem the village militia should be augmented
bv district securitv forces. This, in turn, requires adequate funding to assure that the
security forces do not rely on the villages for support. as well as to provide for incentives for
the anti-poaching work (Recommendation #11).

Second. the POE recommends the establishment of border markets and phasing out
of trans-border trading within the area, since wildlife and forest products are the currency
which the traders receive for their products (Recommendation 412). At present the trans-
border traders provide essential gQods. so thev can oniv be phased out when it becomes possible
to provide the villagers' needs economicallv from the Lao side However, this is feasible since the
Panel observed Lao traders comingt from Lak Sao as far east as the upper Nam Theun.

The third area of action involves joint trans-border cooperation The Panel notes with
hahist'action that meetinss have been held since 1997 in connection with a joint Lao-Vietnamese
Conservation Initiative The POE recommends that the GOL provide strong support to
proposals such as joint border patrols, an international trans-border park. and border
markets, and World lleritage status, which may come from the initiative (Recommendation
413).

6. WORLD HERITAGE STATUS

The Panel has consistentiv urged that the GOL give positive consideration to World
Heritage status for the NNT-NBCA. We are convinced that such status can bring significant
advantages to the area and to Lao PDR. among them access to additional international funding
and other types of support for conserving and managing the area and its biodiversity, attracting
verv favorable international attention, stimulation of tourism, and a degree of intemational
attention which can help achieve trans-border cooperation in conservation.

The World Hefitage Convention is one of the most successful international conservation
agreements and many nations have taken advantage of the opportunities that World Heritage
status under the Convention provides. It would be particularly desirable if the GOL and the
government of Vietnam created a trans-border World Hen'tage Area. But if that does not prove
practicable in the short term, establishment of such status for the NNT-NBCA would still bring
great eco-tourism and other benefits to Lao PDR. Accordingly, the POE recommends that
GOL begin preparations as soon as possible for applying for World Heritage Status for the
N'NT-NBCA, as appropriate with assistance from the UN system. The POE notes that the
IAG during their second mission recommended that GOL apply for World Heritage status
for the NNT-NBCA by 30 .June 1999 in time for consideration bv the World Heritage
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Bureau at L'NESCO in the *ear 2000 (Recommendation #14).

?. OTHER CONSERVATION ISSUES IN THE NNT-NBCA

We consider that the MaUai Nam Theun Conservation Area should be regarded as a single
unit vith the NNT NBCA at Its core (cf Appendix 5 in the revised ES!1P. Mav 1998). Activities
should continue in the core area and then extend to the corridors and the northern extension. A
start wkas made durinu. 1998 based on three villaives and is described elsewhere in this report.

Villagers are still tradini wildlife for dailv necessities with itinerant traders, many of whom
walk in from across the border In addition to the heavw trans-border poaching noted above
(Section 5), it was reported to the.POE that very heavy poaching continues with hunting by
Hmonv- entennt from the western side. A start on conser-ation patrollinu has been made based on
the three pilot villages. sometimes using district armv staff Arrests have been made. Further, the
POE commends the authorities for the excellent progress made to date in collecting weapons used
In hunting It is extremelv urgent to control poaching as the biodiversitv. and hence the value of
the \BC'A, is beinu continuouslv eroded. As noted above. no elephant have been seen near the
frontier for several vears and thev are believed to have moved down towards the plateau. Once
dam construction work starts the elephant will need to be able to move up hill again, and if heavv
poaching continues above, thev mav be confined to the area where thev could come in increasing
contact and competition with human settlement.

The POE walked up the spur logging road towards the frontier from above Ban Navang
and were impressed by the quality of the forest which had signs of key animal species as well as a
reasonable stocking of timber-size trees. We were concerned that pressure to expand logging is
likelv to increase. especiallv as the commercial-sized trees are logged out in the area to be
inundated and new stocks of timber are sought for the existing timber processing facilities and
trade.

In the light of its observations and discussions with many people the POE recommends:

that development plus conservation activities continue in the core area, aiming
progressively to spread out from the pilot villages to cover the whole area
(Recommendation #15);

that the western boundary of the NNT NBCA (where it runs close to or through
inhabited country) is demarcated and stabilised (Recommendation #16);

that highway 8B where it runs through the corridor to the Khammouane Limestone
NiBCA is policed to prevent hunting and settlement along its margins (Recommendation
1 7):

16



Alid thaI a ai mnatter iii ur_eni: an d hettore appraisal the re%ised i KSNP report needs

to have a prioritised and l'ocussed J*ork prot_rainme that includes a realistic budget and is

on a scalc comparable to other (;()L priority actiNities (Recommendation w1M. In this
.cconliincidatiol \,: .Lr: eL1hoi1i 1 V I

S. I)VF LO P' 11 I rNT (ONI DERAT I O()NS

X.I. Intro(du ctioni

\Iore dci:ii I concern nIe de\ eh opmeint ;and konscr\ ation activitiCs 111 tlhC 3'BC A. the Nakai
Plateau. and the \c X 3ano 1 aI hLI)ll S I incIude ILL hd , I) he I ()hC N previoOs reports. and especially
h'-c%tioii ;_2 the iv third rrport

X.2 NN T-NB(CA

SinIce thCe ilc >I .lt \iit 1 de'elopinent actii Ities have begun In threc pilot villages along
three malor tributaries \,ithin the NBCA. [he PtE wkas especialiv impressed hv the efforts of
district. It'('N and lcol.ao personnel in Ban \Iak I'heLianL. bv the response ot the villagers to
those efforts. and tihe response ot development personnel to village initiati' es. Especially
Important has been tlhe request ot village women tor medical supplies and for tamily planning
assistance. lhe trainine ofthree illaue medical auxiliaries in Nakat is an inportant initial step
tor\%ard. Also important \.'as lhe presence in lhe i. illaue ot'a district agricultural ot'ficer whose
intentiion wvas to niove development activities Irom EcoLao's experimental plots to villagers'
tields. VW'hile discussion contLinues on the best access routes to the villaves in NNT-NBCA the
l'OE reiterates its stroniz opposition to t'urther access trom Lak Sao. and reters to its previous
reports proposing such access trom the Nakai P'lateau.

Continuity (including close linkage between conservation and development activities)
and expansion ot' such activities is absolutely essential. Since they are dependent on donor
assistance. it is the responsibilitv of those donors to ensure a smooth and unbroken transition
t'rom one prolect to anlother. Fo date. as the POE has emphasized elsewhlere in this report. such
has not been the case.

8.3. The Nakai Plateau

The Resettlement Action Plan (RAP) continues to evolve as a world class document.
\Vhile the POr: \sas in the tield it wvas reviewved first with District and then %.'ith Provincial
otficials. Fhe final \aitonal lPublic Consultation and Participation Workshop on the RAP took
rlace on 21 -22 Januarv in \ientiane.

i nlizor chamLne in retiard to resettlemeiniti \. th de\. elopnient activ iti - has been tihe
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increasing incorporation ot district personnel from five districts covering- three provinces into
their planning and impiemenintaon. [he POE recommends that this effort he accelerated to
the extent possible. with the major qualification that more emphasis be placed on district
planning "with" the villagers as opposed to planning "for" the villagers (Recommendation
a1 9).

Other important dev:elopments include Increasing thl resettlement period from five to
.iuht \,ears startin1e in I 90) aind ithe September-( )cto her I 1)98 i i lage notiticat Ion and registration
nurses, Ihe currcnt R:\l' li'elihood model is nmore diversified. wnith a hetter halance and more

flexihilitv hei cen ilhc zniaior cornponents. [Ie rangc ot options appear feasible. [he greatest

risk continues to he associated with the lorestry component \hose contribution to household

incomes has. ho%%ever. heen decreased.

[he PO( )1i pleased to note that the revised RAP contains considerabl1 more detail than
earlier versions on the torestrv compionent. It was informed that district torest ot-ficials will be
available to assist implemenitationi aind that th e FOMACOP Procet is pioneering community
torestrv eises here In Klihamniouane lIrovince

Lspecially important. in the POE's opinion, has been the decision to proceed with the
selection oi'a pilot resettlement village. As emphasized in the December 1'98 report of the IAG.
the high expectatiois that villagers have for the NT2 Project require prompt initiation of key
development acti ities. A pilot resettlement village is such an activitV.

[-he POE % isited one ot the villages that district personnel have selected for probable
incorporation withiln the pilot v illage. Though the district's intention was to commence pilot
activities within the next few4 weeks by allowing villagers to prepare and plant tields in rice at the
new village site during the 1 999 rainy season. those villagers have already begun to clear new
swiddens at tileir curreLit sites. l liey also remain unaware of their possible pilot status.

While emphasizing the importance of initiating pilot activities as soon as possible, the
POE recommends that district personnel further incorporate villages within the decision-
making process as to pilot village selection and the timing and nature of pilot village
activities (Recommendation #20). Of special concern to the POE was the apparent district
emphasis on consolidatinsg a number of small villages into units of at least 50 households -- that
figure being related to the provision of primary schooling- Universal primary education is, of
course, essential. However, the POE recommends that the primary reasons for determining
the size of resettlement villages must be the preference of the villagers themselves linked to
the capacity of the resettlement sites to provide the necessary economic opportunities
(Recommendation #21).

Aggregating v illagers into units not ot their own choosing is a recipe for resettlement
tailure. Characterized hy high miortalitv rates during ihe initial years. inadequate forest products

in the vicinitv. and cLirreilt inahility to undertake cooperative activities. Ban lhainuang in the
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NBCA illustrates the costs resulting from consolidating villages for the primary purpose of
providing administrative control and social services.

Since the POE's last visit the discontinuity in funding for the Theun Douane Farm has
been corrected- At the time of the POE's recent visit, emphasis was correctly shifting from the
expenmental farm to transferring lessons learned to the three incorporated families and villagers
elsewhere. On the other hand, the gardens of school children at the Nakai Neua nursery have
been discontinued. That is apparently due to the lack of incentive for the relevant school teachers
to become involved.

The Nakai Nuane nursery case points up what the POE sees as the major current
weakness of the RAP. That is the absence of a program dealing with training specifics including
categones of required trained personnel, numbers of trainees to be involved at village, district,
provincial, and central levels, and details on training programs. The POE understands that NTEC
consultants are currently working onithese issues and we look forward to assessing the results of
their efforts. We also understand that UNDP is interested in possible involvement in meeting the
necessary training needs.

The POE welcomes the proposed rerouting of route 8B which should reduce
environmental impacts, and the proposed redesign of the downstream work which should increase
social benefits. The POE discussed its concern with NTEC about the possible option of taking
water from the reservoir to the turbine shaft by a 50m wide canal cutting across the southern edge
of the Nakai Plateau instead of through a tunnel as originally proposed.

8.4 Xe Bang Fai

The POE continues to believe that NT2 impacts on the natural resources and people of the
Xe Bang Fai remain the least understood environmental and social aspect of the Project. This is
especially the case with impact on fish populations and the many thousands of villagers dependent
on those fish for protein and -- in years when their crops fail -- for cash. Should that impact prove
negative, other sources of protein and other economic opportunities would be required. In that
event, the NT2 Project would have the responsibility for ensuring that such activities as dry
season paddy cultivation combined with aquatic resources be increased.

Concern has been expressed to the POE that the change from base load to peaking power,
with the consequent pulsing of water through the turbines, will cause negative impacts
downstream. NTEC has addressed this issue through an increase in the size of the regulating
reservoir. If the design and operation are correct that should assure that the peaking operation
results in no change in the constant flow rate of water downstream.

Provided water quality is maintained as intended by NTEC, the prevailing view is that
increased water discharges into the Xe Bang Fai during both the rainy and dry seasons will result
in more fish. Perhaps so, but virtually no research has been undertaken in the tropics on the
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impact of interbasin transfers on the fish populations and fisher folk of the receiving river.

The POE recommends that all design features be checked by the forthcoming Panel
of Engineering Experts (Recommendation #22). NTEC has assured us that they can and will
avoid the pulsing, erosion and sedimentation problems associated with Theun Hinboun oufflows
into the Nam Hia and Nam Hinboun rivers. Nevertheless, there will be greatly increased flows
during the dry season. Since the POE does not know of any basis to predict their effect, it must
be recognized that such increased flows mav interfere with migratory patterns of important
species up the Xe Bang Fai from the Mekong.

Consequently, the POE recommends that a monitoring program of current fish
migrations and fishing activities in the Xe Bang Fai be initiated by the 1999-2000 dry
season at the latest (Recommendition #23). While we do not have the current expertise to
advise on the exact nature of this program, one monitoring station should be on the Xe Bang Fai
above the confluence of the Nam Phit so that pre- and post-project fish movements and fishing
activities can be compared.

Emphasis should be on assessing both the nature of fish movements and the catch per unit
effort (CPUE) on the part of village fishers. Such a program will also be of value to the Theun
Hinboun Project since it will be applicable as a bench mark for post-project monitoring.

8. CONTINUING ACTIVITIES OF THE PANEL

The Panel anticipates or is available for the following activities in the coming year:

- Desk review of revised studies, plans or other documents as requested;

- Consultations with World Bank, Government officials, and NGOs in Washington;

- Return visit to Lao PDR by one or more of the Panel members if requested to do so by
the GOL (e.g. with public consultations and/or appraisal missions);

- Next regular visit to of the Panel to Lao PDR at approximately the same time next year.

5. ANNEXES

Annex 1

Figure 1: GOL Implementation Structure for NT2
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Annex 2
Schedule and ltinerarn of the Fourth Mission of the POE
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Version 5

15 January 1999

POE Visit
3-24 January 1999
Overall Schedule

Day Date Time Meet Location Activity Purpose

Sunday 3 January 9.30 * GOL NT2 office Vientiane Arrival and transfer to Taipan I-lotel

_______ (TG 690) Airport welcome _____.__ __ ___

Monday 4 January 8.30 * Min. Soulivong Vientiane Briefings on various offices' activities * GOL overview
9.30 * GOL NT2 Office * Briefing on various
10.30 * Prof. Bountiem activities
13.30 * STENO
15.00 * MAF __ ___ * NBCA, WCI

Tuesday 5 January All day Arrangements by Nam Inspect Narn Ngum 2 Consider E & S status of
GOL NT2 Office Ngum 2 (1 day trip by) car) anotlher project which has

____ ___ __________ _________ _____ ___________ sought W B PRG support
Wednesday 6 January Morning * THPC General Vientiane Discussions Theun Hinboun fish issue

Manager
* HPO Director
* THPC Chairman

Afternoon (flexible)
Thursday 7January 9.00 * RUCN Vientiane * Discussions * NBCA, WCI, LIL

14.00 * NTEC * Developer's progress

___________ _________ __________ _____________________________ an d b riefin g

[Changes only on 16, 19 & 20 January]

Page I of 4



Version 5
Friday 8 January 7.00-9.00 Wattay Airport Vientiane * Fly to NBCA (Ti Th.eun tlinboun) * View TH P/S and

discharge
9.30-11.00 * NBCA Overflight * View NBCA impacts
11.00-13.00 NBCA * Visit Ball Makfeuang * IUCN village activity
13.00-15.30 * NTX Overflight * View NTX

15.30 NTX * Visit Ban PlFonkham * Observe NTX area
0 Ban Phonkha___

Saturday 9 January Morning B. Phonkham Area NTX * Visit B. Phonkhamn * Observe NTX area
12.00-12.30 * Fly to B. Navang Logging Road
Afternoon B. Navang Logging NBCA * Forest Walk * IPristine forest

Road * O/N at B. Navang Logilng Roadtl observationi

Sunday 10 January B. Navang Logging NBCA * Forest Walk * Pristine forest
Road * O/N at B. Navang Logging Road observation

Monday 11 January 7.00-17.00 NBCA * Walk to B. Navang * Observe NBCA forest
* Meet B. Navang Villagers and village life
* O/N B. Navan * LIL

Tuesday 12 January 7.00-10.00 NBCA * Walk to B. Tlhamuang . * Observe NBCA forest
and village life

10.00-12.00 * Visit B. Thamuang * IUCN village activity
12.00-16.00 * Boat to B. Thalang

* NTEC cars waiting at B. Thalang * (c/o NTLEC)
bridge

16.00-17.00 * Drive to Nakai * (c/o NIEC)
* O/N Nakai Guest House * (c/o NTEC)

Wednesday 13 January 8.00-10.00 NNT NBCA HQ Nakai * NBCA Briefing (IUCN) * NBCA progress
10.00 Nakai Guest House Nakai * lHancover to NTEq

10.00-12.00 * NTEC Field Briefing * NTEC progress
13.00-16.00 * Theun Douane Farm * Farm progress
16.00-18.00 * Nakai District Briefing, Baci * District overview

* O/N Nakai Guest House * Dinner with District
.__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o ffic ials
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I hursday 14 January Morning . Visit Soph En Resettlement Village . Census/ Registration/

* Maybe visit Nakai Tai Notification
Afternoon Nakai * Discuss Resettlment Aspects * R'A P

* O/N NaK-ai Gniest i louse _

Frida) 15 January Morning . Downstream P/S P Peakling/ 1-islheries

* Rtegulating; Polnd, ChainnlL
. Nalaxai
* Review FOMACOP/WIIl project * Comimiunity forest

15.00 lThakhek * Provincial Briefing * lProvincial Overview

* Return to Vientiane, tritl stop at
bridge on Namn Hinboun

_ __. * 0/N Vienitiane ___

Saturday 16 January All day Free Vientiane . Report writing

Sundiay 17 January Vientiane * Rest Day

Moniday 18 January Morning * IUCN Vientiane * Discussions * Wrap-up re Fieli Trip

olbservat ions on N 13CA,
EsIP, 1,11. WCI chiar-ter
andl budgets.

Afternoon * NTEC . Wrap-up re POE RAP
comnments, ESMIP

-Including budget, EAMP

Tuesday 19 January 9.00 . GOL Team Vientiane . Mission briefings
13.30 * Min. Soulivong
15.00 * Linda Schneider

(to be confirmed)
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Wdinesday 20 January All day Free Vientiane . Wrap-up re overall

c)ilrncflts

.________ * Report __riti _.

[hudI Pliday 21 January All day CPP Workshop Vientiane -. RAPI' PCIT'P interaction

* Rep Ort wrlitln&

Friday 22 January All day |PCPP Works op Vientiaine I RAP 17C'P initeraction

* T'ed Scudder speechl

___________ *~ ~~~~~~~~~~~ ~~~~~~ Report wrVfting

Siturtady 23 January All day Free Vientiane * Report wvriting

SLnday 24 Januar-y 10.30 A.M. Vientiane Departure

Notes NTX Northern Extensioni
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