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Executive summary

& ¢ K $luho6un Power Company (THPC) did not appropriately compensate for the existing
project and we are already poor. With the expansion project, THPC will maRe2udjs NH £

—Tha Village (Hai River) interviewee

The TheurHinboun Expansion Project, currently under construction in central Laos, is a dam

and diversion project that will displace 4,186 mostly indigenous people from their lands in the
reservoir area andigplace or negatively affect another 51,441 people living downstream, on
project construction lands, and riesettlement host villages (THPC 2Q0@kecutive Summary:

14). The project is an extension of the existing Thdurboun Hydropower Project and will

double water diversions down the Hai and Hinboun rivers, significantly increasing the frequency

and duration of flooding, causing even greater erosion along the riverbanks, and almost
completely decimating fisheries in the Hinboun River, according tptheo j ect 6 s Envi r o
Impact Assessment and Resettlement Action Plan. The increased flooding along the Hai and
Hinboun rivers will make life unbearable for many residents.

The existing Thewtinboun Hydropower Project has negatively affected arour@DB(Qpeople

in at least 66 villages along the Hai, Hinboun and THeading rivers. The project has caused
erosion and flooding in the Hai and Hinboun river basins leading to loss of land and riverbank
vegetable gardens. Fisheries have been decimateddowestream rivers. Many villagers have
abandoned wet season rice fields because the floods have made rice cultivation unviable. In
violation of Lao law, the TheuRlinboun Power Company has failed to address most of these
impacts or pay adequate compermato affected communities.

The TheurHinboun Expansion Project started construction in 2008 and is expected to be
completed in 2011. For the US$665 million project, THPC received financing from the Export
Import Bank of Thailand; three internationalyaie banks that have signed onto the Equator
Principles: ANZ Banking Group (Australia), BNP Paribas (France), KBC (Belgium); and four
Thai banks: Bank of Ayudhya, Kasikorn Bank, Siam City Bank and Thanachart Bank. The
TheunHinboun project is owned by tlsate utility Electricité du Laos, the Norwegian state
owned energy company Statkraft and GMS Power of Thailand, who together comprise the
TheunHinboun Power Company (THPC).

In May 2009, BankTracknd International Rivengsited the project area ovepariod of four
days to assess the projectds compliance with
found thatthe project is in violation of Lao government resettlement law and the Equator
Principles in numerous instancesWe also found thahe Theun-Hinboun Power Company

! The Equator Principles are voluntary standards for financial institutions to manage environmental and social risk in
their progct finance transactions. TEguator Principlesare based on the International Finance Corporatie)(
performance standards on social and environmental sustaing®deyvww.equateprinciples.com.



is failing to comply with its Concession Agreement and Resettlement Action Plan (RAP).
These violations are unacceptable for a project that claims to be adhering to international
standards, and that is being financed by threemwerial banks that have adopted the Equator
Principles.

Of most concern are the plans for resettling large numbers of people living downstream along the
Hai and Hinboun rivers who will be affected by projeatuced flooding. In an apparent effort to

avod adhering to Lao |l aw and the Equator Princi
somehow i mplying that resettlement standards
deemed a milder disruption t hamlsdipeepeait t | e ment

have to move their houses as a result of propeticed flooding, meaning that the International
Finance Corporationdés Performance Standard 5
the Equator Principles.

There is still naletailed plan for how many people will need to move in the downstream areas
and where they will move to, nor is there a detailed cost estimate or provision of a budget for
resettlement in the downstream areas. There is no clarity as to whether lanidldeafon all

the villagers that will need to move, nor where that land is located. In violation of the Equator
Principles, THPC has not provided a range of options for replacement housing for the resettled
families in the downstream areas, nor have tstgblished clear monitoring mechanisms to
ensure that resettlement is done in compliance with the Equator Principles and Lao law. In
addition, THPC is failing to provide a food allowance and other assistance to the displaced
persons, in violation of thedaree on the Compensation and Resettlement of the Development
Project in Lao PDR (referred &s the Lao Resettlement Dedree

For those displaced by the new reservoir, the THéinboun Power Company is not providing
land-for-land compensation as recedr under the Lao Resettlement Decree. In addition, the
company is failing to comply with commitments made in its Concession Agreement and
Resettlement Action Plan regarding land and forest allocation and provision of food support to
resettled families.

In summary, the project is in violation of tBecree on the Compensation and Resettlement of
the Development Project in Lao PDdRthe following aspects:
1 Compensation for loss of assets and livelihoodbémownstream villages as a result of
the origiral TheunHinboun Project has not been paid [Violationfoficle g,

1 No entitlement to food allowance and relocation assistance for those being resettled in the
downstream areas [Violation éfticles 6 & 7,

1 No detailed cost estimate for resettlemerthmmdownstream areas [Violation Afticle

14,
T No Al and for | andodo compensation for those
Article 6], and

1 No provision of a food allowance and development assistance to those families in the
reservoir area winhave opted for selelocation [Violation ofArticles 6 & 7.



The violations of the Equator Principles are:

1 No provision of aange of resettlement options to the downstream villagers [Violation of
Performance Standard 5

1 Failure to establish cleanonitoring mechanisms in the downstream areas [Violation of
Performance Standard,1

T No documentation on Agood faith negotiatio
communities [Violation oPerformance Standard],7

1 No documentation on the affected indigenous mmuni ti es6 | and use [\
Performance Standard,7and

1 No plan to provide periodic reports to the affected communities that describe progress
with implementation of the Resettlement Action Plan [ViolatioRPefformance
Standard 1

The violations of the Concession Agreement and the Resettlement Action Plan are:
1 No allocation of forage plot, plantation land, share of the community forest, and non
timber forest product (NTFP) garden to each housefetddated in the reservoir area;
1 No provisionof 440 kg of milled rice per person per year for the displaced persons in the
reservoir ara during the transition periodnd
1 No provision of yearound access roads to the new resettlement areas.

In order to ensure that the serious problems facingffeeted communities are being resolved
and to bring the project into compliance with the national laws of Lao PDR and the Equator
Principles, we recommend thalNZ, BNP Paribas, and KBC undertake the following
actions
1) The kanks should conduct a missitmthe project site to review the social and
environmental impacts of the project aife food security of the affected communities
and assess the projectds compliance with L
2) After the mission, ANZ, BNP Paribas and KB8ould engage with THPC to ensure that
the company brings the project into compliance with Lao law and the Equator Principles,
and specify a strict timeframe for doing so; and
3) Inline with the provisions in the Equator Principles, bhekconsortium shod
withhold disbursements to THPC until the project is brought into compliance.

We also recommend th&tatkraft should undertake following actions

1) Statkraft should take immediate steps to engage with THPC to ensure that the project is
broughtintocomplance with Lao | aw, the Equator Pri
Concession Agreement and Resettlement Action Plan;

2) Measures to bring the projettto compliance should be undertaken within a strict
timeframe. Information about this should be shared stakeholders; and

3) If Statkraft is unable to use its position in THPC to ensure the project is brought into
compliance, the company should reconsider its involvement in THPC and consider
selling out entirely.



Introduction and history

In May 2009, BanKkrack and International Rivers conducted a fday site visit to the areas
affected by the Theuli nboun Expansion Project to assess
Equator Principles and the national laws of Lao PDiRs report documents the resulfsioe

field trip and subsequent analysis. The report focuses on two geographic areas: downstream
along the Hai and Hinboun rivers, and the reservoir resettlement areas. It also contains findings
on the environmental management of THPC. Due to a lack ef thre team was unable to visit

villages living along the Kading River downstream of the existing dam who are also affected by
the project.

About the project
The TheurHinboun Expansion Project (THXP), Box 1: Project timeline
currently under construction in central Laos, taan
and diversion project that will displace 4,186 mostly | 1998 Theun-Hinboun Hydropower
indigenous people from their lands in the reservoir arg¢a Project completed

and displace or negatively affect another 51,441 peopleggg
living downstream, on project construction lands, and|in
resettlement host villageRAP, Executive Summary:
14). The project is an extension of the existing Theun
Hinboun Hydropower Project.

Ten--year Mitigation and
Compensation Program
developed

2004 Independent review of
Environmental Management

The existing project is a trasmsin diversion that Division conducted.

diverts water from the Thetitading River into the Hai | 2008  Construction on Theun-

and Hinboun river basins. Ninefive percent of its Hinboun Expansion Project
power is exported to Thailand. The Thadimboun commenced

project is owned by the Government of Lao PDR (Go})2009 Resettlement of reservoir
the Norwegian statewned energy company Statkraft villages started. (-2010)

and GMS Power of Thailand, who together comprise [hg009 Resettlement of downstream
TheunHinboun Power Company (THPCjhe Asian areas started (-2011)

Development Bank loaned $60 million out of a total c§st011  commercial operation begins
of $260 million to the Lao Government for its equity
share of the project and the Nordic Development Funké
loaned another $7.3 million (IRN 1999: 15). The
Swedish and Norwegian governmenteyided some $70 million in governmeguiaranteed

loans from Nordic financing institutions (Pahlman 2000). When the Fhiniooun project was

first proposed ir1994,groups in Thailand, Norway and other countries warned that it would
have significant negate impacts on affected communities. Yet these warnings were ignored.
The company made little effort to study the impacts on downstream communities and collected
no baseline data.

Soon after project operations began in 1998, NGOs uncovered significamiethdl impacts
from the dam on local communities. About 25,000 people from 57 villages downstream and
upstream of the dam had experienced declines in fish catche®06f8dhe destruction of
vegetable gardens and ekgason drinking water sources, lo§$ishing nets, and increased
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difficulties with transportation. Today the number of
affected people has risen to 30,000 in at least 66 villages
along the Hai, Hinboun and The#t@ading rivers
(International Rivers 2008: 36). The project has caused
erosionand flooding in the Hai and Hinboun river basins.
Many villagers have abandoned wet season rice fields
because the floods have made rice cultivation unviable
The flooding has also caused water contamination,
livestock deaths and other hardships for g#les living .
downstream. Water fluctuations have reportedly resulted S8 =
in the deaths of several people due to unannounced sudt
water releases from the dam (FIVAS 2007: 7 & 16).

2000 THPC admitted ghimpacts caused by the project
and promised to spend up to $4.5 million on a Mitigation
and Compensation Program. While this program has bee

successful in meeting some of the infrastructure needs of

the affected communities, it has failed to restore lost Figurel: Women in Sopkhom Village
livelihoods. In 2004, an independent review of the

Mitigation and Compensation Program raised concerns

about its longterm sustainability and issued a series of recommendations, most of which were
ignored by THPC (FIVAS 2007:-3).

Although the ThewHinboun project has made affected villagers poorer, it has generated

windfall profits for its shareholders. Located downstream from the Nam Theun 2 Hydropower
Project, TheurHinboun's earnings were boosted by the long delays in Nam Theun 2's
implementationAccording to theVientiane TimesTHPC has earned approximately $570
million over the projectdéds 10 years of operat

To make up for the reduced water flows on the Theun River caused by Nam Theun 2 and to
increase profits, THPC isow building a new 6%neterhigh dam on the Gnouang River, a

tributary of the ThewkKading River, to store water in a reservoir for release in the dry season.

The TheurHinboun Expansion Project (THXP) will double diversions down the Hai and

Hinboun rives, significantly increasing the frequency and duration of flooding, causing even

greater erosion along the riverbanks, and almost completely decimating fisheries in the Hinboun
River, according to the projectodsenEActionr onment
Plan. The increased flooding along the Hai and Hinboun rivers will make life unbearable for

many residents.

Financing

The TheurHinboun Expansion Project started construction in 2008 and is expected to be
completed in 2011. For the $665 mitiproject, THPC received financing from the Export
Import Bank of Thailand; three international private banks that have signed onto the Equator



Principles: ANZ Banking Group (Australia), BNP Paribas (France), KBC (Belgium); and four
Thai banks: Bank of Ayihya, Kasikorn Bank, Siam City Bank and Thanachart Bank.

Current status of the project

At the time amnfd Ban kT mavsilitdatlse projectRuieavire Mag 2009,
construction on the expansion project had already commenced. Two viageisoun and

Phabang, out of eleven villages to be moved from the reservoir area, had started to move to the
resettlement site in Nongxong Village. Other villages in the reservoir area are scheduled to move
sometime between 2009 and 2011 according to dp&l®m Village headman. Most of the

villagers we interviewed did not know about the detailed compensation and mitigation plans for
the affected communities.

All the downstream villages along the Hai and Hinboun rivers we visited reported that they were
scheduled to move sometime between 2009 and 2011. Most of them still do not know about
resettlement and compensation plans, and feel that they have not received enough compensation
for their losses from the existing project.

Methodology

BankTrack and Intmational Rivers visited the following villages during our trip: two villages in

the reservoir area that will be resettled, Somboun and Sopkhom villages; one resettlement host
village, Nongxong Village; one village affected by project construction aetsvilso known as

Project Lands), Thasala Village; and six villages downstream along the Hai and Hinboun rivers,
Thakong, Kongphat, Tha, Thongloiang, and Nong Boua villagesThis report is based on

the field trip, a meeting with the General ManagefldPC in May 2009, and a written response
from THPC to | nt er n&heiripsohadule iRinclugedMboex uesti ons.

Equator Principles and | FC06s Performance Stan
The Equator Principles are voluntary standards for financial instituttomsnage

environmental and social risk in their project finance transactions, and were established in 2003.
TheEquator Principleare based on the International Finance Corporation (IFC) Performance
Standards on social and environmental sustainalilgyator Principle 3 states thatt h e

Assessment will refer to the then applicable IFC Performance Standards and the then applicable

|l ndustry Speci fofithe Wald BankGuoupl(Eguaton Rrisciples 2008)e
Performance Standards clearly stht&tii [ i ]| n addi ti on to meeting the
Performance Standards, clients must comply with applicable national laws, including those laws

i mpl ementing host country obligations under i
Introduction, paagraph 3fIFC 2006). Thus, compliance with relevant national law is a

requirement of the Performance Standards.

% In October 2008, the ANZ, BNP Paribas, and KB@ipgated in a US$187.5 million syndicated loan arranged by
Exim Bank of Thailand. The four Thai banks participated in a 13,940 million baht syndicated loan also arranged by
the Thai Exim BankExim Bank of Thailand also provided a U million projectinance loan. (Exim Bank of
Thailand Press Release, October 8, 2008)
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Findings
A. Downstream Along the Hai and Hinboun Rivers

GLF GKS JI20SNYYSyYyld gryida G2 KSt L dzat 62 RS@OSft
glhyida G2 YIS dza LR22NBNE ¢S KI @S (G2 F2ftf200¢

—Thakong Village (Hai River) interviewee

According to the Resettlement Action Plan (RAP), 72 downstream villages will be affected by
the expansion project (6,412 households, 37,046 persons) (THPC 20(8,BartMost of the
households in the downstream areas practice paddy rice cultivation and upland swidden
cultivation and have more than one hectare of paddy land (THPC 2008, Part3: 23).

1) Outstanding compensation for loss of livelihood in the Hai and Hiboun rivers

The Decree on the Compensation and Resettlement of the Development Project in Lao PDR
(July 2005) (hereinafter referred to as the Lao Resettlement Decree) prohibits a project from
initiating any new land acquisition before all previous cla@md issues have been resolved.
Accordi ng tAd previous claines and eneesolvéd issuelated to tenure status and
ownership of land and other assets affected by thggajbct or componentshall be resolved

prior to initiating any new landcquisition measures on the respective-grdject or

C 0 mp o riAetiole 60 paragraph 8)The Theun-Hinboun Expansion Project is in violation

of this decree As documented below, more than a decade after the original project commenced
operation, the TheuHinboun Power Company (THPC) has failed to fully compensate affected
people for the loss of riverbank gardens, livestock and other property in the downstream villages.
Despite this, THPC has acquirechew land for its expansion project prior to resolving
outstanding issues.

Loss of riverbank gardens, land and
livestock

Many villagers living along the Hai
and Hinboun rivers have still not been
fully compensated for loss of
riverbank gardens, livestock, land and
other property from the existing s
TheunHinboun Hydropower Project =
(THHP). ..L

Fluctuating water levels and strongel
flows have caused erosion along the
Hai and Hinboun rivers leading to the:
loss of fertile agricultural land, fruit
trees, riverbank gardens and Figure2: Children playing with an abandoned irrigation pum
vegetation. Resource Management anin Kongphat Village

11




Reseech (RMR)i a consulting firm
originally contracted to conduct the
EIA for the proposed expansion
projecti estimated that as of 2005, the®
original TheurHinboun project had
caused the Hai River channel to wide:ng
by about 45m, leading to the loss of
around68ha of land (RMR 2006:-2

24). RMR estimated the value of this
land to be between $100,000 and F 0 o
$136,000, but villagers have not e :
received any compensation for these
land losses. These impacts have
become more and more severe since:
the project started openad in 1998.
During the fieldvisit, the village
headman in Thakong Vill age along the Hai

Figure3: Erosion along the Hinboun River

Ri ve

more serious and the river is getting wider. Some families lost around one hectare of land along
the side of theiver. However, only two families in the village received compensation because of

erosion. O

Most villages along the Hai and Hinboun rivers lost access to riverbank gardens due to the

erosion and higher river | ev etlorsriverbAnk gaodend,i ng t o
THPC evaluated the actual losses of riverbank gardens in 55 villages downstream along the Hai

and Hinboun rivers, and in 2001 provided compensation in rice to affected persons in ten of

these villages. The remaining 45 villages warpposed to receive compensation through

livelihood restoration programs (THPC 2002). However, as documented in FIVAS (2007) and

Barney (2007), many of these programs have faitatlthe villagers have not developed
alternative sources of livelihood.

THPC6s main compensatory measure for | oss
irrigated river terrace gardens on common land as replacement areas for villagers to grow
vegetables. The concept was t hatuelahdt er a

of r

few

maintenance subsidy for the irrigation pump would be withdrawn and the villagers would be able
to pay for these inputs themselves through in

2007 report, these gardens were at first enthusiastickéiy t@p by most villagers, who thought

that they would be more convenient than the lost riverbank gardens and they would have surplus
to sell.Unfortunately, the company paid little attention to the lack of markets for the produce and
the labor shortages most households for such tasks as weeding and watering. There were also
problems with fence maintenance (essential against wandering livestock), pump maintenance
and other tasks which required communal cooperation. In many villages the system hamstarted
break down (such as Kongphat, Nong Boua and Xang villages) or be abandoned altogether (Tha

and Thonglonvillages) (FIVAS 2007: 4243).

Many villagers in the downstream areas also lost their livestock, fishing boats, fishing gear,
bamboo bushes and oth@woperty as a result of projeiciduced floods or sudden releases of
12



water which swept property downstream. Apparently,
THPC compensated villagers for lost boats during the
first dry season only as far downstream from the powe
station as Thonglorwillage, but beyond that point and
since 1998, no compensation has been paid for either _ .
lost boats or fishing gear, even after unannounced dar;
closures (FIVAS 2007: 17). According to our interviews,, . -
in Xang Village, the villagers have received no o
compensation fothese losses, although local
government officials have kept records of the losses
caused by THPC releases.

No compensation for abandoned rice paddy A
Flooding has become increasingly severe as a result g
water releases from the dam and increased
sedimetation due to erosion. Villagers have
experienced recurring losses of wet season rice crops S
leading to widespread paddy field abandonment. RMR: = &%
estimated that at least 820 ha of rice paddy have beenass b T - ‘
abandoned, but no compensation has been paid to  Figure4: A resident of Xang Vige points
viIIagers(RMR 2006: 2147) ACCOI’diﬂg to viIIagerS WE€ out how high the water came last year in tl
interviewed in Nong Boua Village, people can no longémiddie of his abandoned rice field

cultivate wet season rice on 60 ha of paddy land due tu

serious flooding during the wet season. Today thétyvate 37 ha of paddy land during the dry
seaon (which is less profitable than wet season rice) and have abandoned 23 ha of rice paddy

According to the village headman in Xang Village, the village has had to abandon 75 ha of rice

fields on both sides of the Hinboun River, which comprises alnhosta of t he vi |l | ageb
They tried dry season rice cultivatiom under
the first year, with THPC subsidies for fertilizer and fuel they grew 3.5 tons of rice per hectare,

as compared to 5 tons per heetan the wet season. However, after the first year the harvest

declined to 1.5 tons per hectare, and in 2006 the villagers stopped participating, because THPC

withdrew its subsidies. The village headman r
and give us an electric pump, biHe ahidrthayedt
vill agers have not had enough rice to feed th

changed from a position of rice ssailifficiency to one of deficiary during the last decade.
Villagers are convinced that the primary cause is altered flooding patterns as a result of THPC
water releases into the Hai and Hinboun rivers (FIVAS 2007: 41). According to Lao law, these
issues should have been resolved bgiooeeeding with the expansion project.

2) TResettlemento vs. fARelocationo: doubl e st
AVoluntaryo relocation
As acknowledged by THPC in its Resettlement Action Plan, many thousands of people living

downstream along the Ham@ Hinboun rivers will need to be resettled because of the more

13



serious floods caused by the expansion
project See Box 2 However,n an
apparent effort to avoid adhering to Lao

Box 2:Increased flooding along the Hai and
Hinboun Rivers

law and the Equator Principles, THPC As documented in THXP’
calls this resett]!| e[madiboding dowhstreBnfnd ihcleatdlada ,
somehow implying that resettlement result of the Theun-Hinboun project (Final RAP-

standards dondt app| pyrt3:35pwiRgerd reforted tg Inteknfional H P|C
Arel ocationo i s de e|nrReetsandéBankTracd thdt 8osds odtur nsore U p t |i
than Aresettl|l ement 0} freqeentheand flobd wagerstgydiongenia madyy
thousands of people will have to move thei} fields after THHP. Villagers in Kongphat, Thonglom,
houses as a result of proj_enduced and Nong Boua viIIage reported that since the

; A THHP, they have suffered floods annually instead o
f 1 oodi n gharadtdfiza®b of the hey have suffered flood lly instead of
situation is an unjustified value judgment every 2-3 years. Villagers also reported that since
and illustrates the lack of understanding of| the dam the flood water stays longer, killing the
the significant impacts that have already rice plants. Before the dam the floods lasted

. between 2-6 days. Now they last between 10 and

occurred as a reSU|t_0f aggra_‘vated flooding 20 days. Rice plants die after being submerged for
along the Hai and Hinboun rivers, and the

- lald . ) more than 10 days. The village headman and vice-
substantial impaments to quality of life and| headman in Xang Village reported that“ t h e v

o -
=)

livelihood that such flooding presents flooded every year in
(International Rivers & FIVAS 2008a: 10). | last so long. Now it is risky to grow rice. Before the
In reality, many thousands of people dam, even if the fields would flood, we could still

living downstream of the project will need | 9 r o w The vilage.héadman in Thakong Village
to move their houses, meaning that the (along the Hai River)

International Finance Corp orati on 6|%Oded every year, but water Stay9d for 0n|y a day
Performance Standard 5 applies for those or so before the dam. Now it takes 4-6 days to clear
private banks that have adopted the the flood”.

Equator Principles. The Resettlement Action Plan acknowledges that

floods will get worse asar sult of the ex§an5|on

THPC stat e_ S that A pII‘OJQCtCA@C(EFd*ngQZOQhe P, O(noou
downstream areas] will be voluntary and | caused by a 109ear flood event will be

presented as an option for improvement of| experienced mor&requently and in some cases
the current situation andgempt future SOSNE &8I NE 0 ¢ IThigwill maken y
probl emso (THPC 20 0[8life extRraely difficufor those #hb are forced to
However, according to our interviews, remain on the floodplain.
relocation is NOT voluntary for villagers.
Many would prefer to remain in their housegs,” The RAP states that “B
and some viIIagers asked THPC to build paddy field have been or will need to be abandoned
flood protection dikes as an alternative t for wet season production in the Recipient River area

. . . as a result of flooding caused by natural conditions
resettlement durm_g project consultations. plus THPC rel-paxss” (Fi
The company denied their request.

RI

People from all six villages we interviewed along the Hai and Hinboun rivers repiuatetiey

have been told they will have to relocate to a new place either within adteofgheir villages,
although they still do not know details of the resettlement. In Tha, Kongphat, Thonglom, Xang,
and Pakthuk villages, villagers reported to us that they had been told that the whole village

14



would need to move. Some villagers thoudietytwould be able to move to higher ground in the
same village, but other villagers thought that would not be an option, and they would need to
move to a new location. Due to serious flooding caused by the existing dam project, some
downstream villagers la already moved to higher ground (Barney 2007338’ There is still

no detailed plan for how many people will need to move in the downstream areas and
where they will move to.There is no clarity as to whether land is available for all the villagers
that will need to move, nor where that land is located.

Il n August 2009, responding to the Internat:.i
be relocated as a result of the project?o
estimatehatthe fPhase [rel ocation] may involve 60
located along the middle and lower Hai River and at the confluence of the Hinboun River.
However, the General Manager did not specify how many households will need toeregldbat

2" phase, which includes the villages along the middle Hinboun (above National Road 13).

o+ 0
O o5

0

Families in the downstream areas are not entitled to a disturbance allowance for moving,

including a food allowance during the transition period. The LeseRlement Decree states that

AAPs [project affected persons] displaced and/or affected due to the loss of income and

l' iveli hood shall be provided with [é] (b) foo
income lost, during the transition peripdé ] (Article 7).
The Decr ee aAlso AsPtsat[ees] twh
provided with other assistance during the transition
period [é] (Art iTobdfalurestag p a’ &
provide a food allowance and other assistance to '
displaced persons is a violatin of the Resettlement
Decree.

Regarding the cost for resettlement entitlements and
relocation of affected people, the Decree requires that
fiProject owners shall prepare the Resettlement Plan wit
detailed cost estimates for compensation and other
resettement atitlements and relocation of AP@Article

14, paragraph 1)However, the final Resettlement Action
Plan does not include costs for resettlement in the L7 £
downstream areas. It only includes a budget for 4
infrastructure development and livelihood impement ) - ‘ S
(THPC 2008, Part3: 712). IR -

n

Figure5: A water gauge set up in
Xang Village

*AAs of February 2007, ten Pak Veng households have dec
homes and relocate to higher ground behind the village. THPC has not pramidédancial or material support for
this move, which is directly related to the flooding e
(Barney 2007: 38).
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The Decree continues th@atT he c o st
shall be provided with a breakdown by
category of APs by type and degree of impac

The cost estimate will also include the cost of

monitoring and evaluation; managementan
administration [é]Oo
Again, in the Resettlement Action Plan for the
downstream areas, there is no cost estimate
with a breakdown by category of affected
peopleTHPCOGs Resettl eme
does not comply with the Lao Reseligment
Decree.

In addition, THPC has not provided a range of w e

options for replacement housing for the
resettled families in the downstream areas.
According to villagers, THPC told them that it
will provide land and construction material for
houses (pillas, roof, and nails); however,
people will have to dismantle and reassemblg

houses themselves, even though the displacgd

persons around the reservoir area have been
provided with new houseblot providing a
range of resettlement options to the
downstream vilagers is a violation of the
Equator Principles. International Finance
Cor p o r Retfarntancé Standardréquires
c o mp a n pffergddisplaced Fersons choices|
among feasible resettlement options, includin
adequate replacement housiogcash
compensei on where appro
16).

Moreover, there is no compensation for l10ss ¢
paddy fields because THPC is promoting dry
season rice cultivation, even though the dry
season rice program has already previously
failed in many villages. Downstreadisplaced

Bog 3: Red®Btfeinedt $h the downstream areas

fsThe villagers in Xang and Thonglom villages
reported that after THXP begins operation, they
will not be able to stay in their current location.
TAeIA/iI{agF h@a[jrr‘@n offagfg ’Villagﬁ sglidr“TgPﬁ r a
told us that whoever wants to move to a new
place, the company will help you to move there.

But, the villagers don
former_villalge...The co
nV\;ou'?‘etdoounblFé! ang we WwWo

live here! THPC planted a water gauge that showed
us where the water would come up to in the village
(See Figure 5). After seeing that, we decided that
wi | IThe nice-ve@mah in Xang Village
alsoreportedthat i n May, the r
flooded, so the villag
During the rainy season, the water comes up to the
houses.* Flood water caused by the dam is more
than one meter high. If it doubles, it will be higher
than the floor of house. This is why we decided to
move.” They reported t
supposed to move before the expansion project
commences operation.

The village headman in Thonglom Village reported
that “almost all the v
We will miss our old village. We told THPC that we
did not want to move; however, THPC said we had
to move.” He continued
0 district official came and asked the villagers what

we feel about the project. We told the official that

pY¥ e £108 05t (%Waﬂhhvalgeﬁ!ha%ﬁ%we

long time. The village is more than 200 years old.
Il " m over 50 years ol d
fviII age."”

* In the downstream areas, houses are typically on
stilts to avoid flooding. The flood levels in the village
during the rainy season as a result of the current dam
project are already high enough to reach the houses.

persons will be provided with no compensati(1n

for fruit trees and other productive trees

because THPC says that villagers will be able
to come back to the old village and harvest them. They will be provided with no compensation
for any other prperty in the old villages, such as rice storage huts. In addition, the villagers will
have to move their cows and buffalos to the resettlement site because of additional flooding;
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however, they may not have enough land for grazing in the resettlemehirsiig the wet
4
season.

3) Failure to establish clear monitoring mechanisms in the downstream areas

THPC is failing to meet the requirements of the Equator Principles on establishing clear

monitoring mechanisms. The Equator Principles require thatith@itle st abl i sh proced
monitor and measure t he ef f(RedotmanceStaadarsll,of mana
paragraph 24)However, THPC has not established clear procedures to monitor and measure the
effectiveness of the livelihood restoration gmam, relocation process, infrastructure

development, and social development in the downstream areas (THPC 2008, Paifl8s53).

a violation of Performance Standard 1 Although the company addresses principles for

monitoring and evaluation in its Reédement Action Plan (RAP) for the reservoir area and states
Aithe RAP will further be elaborated into de
i mpl ementationdo (THPC 2008, Part 1: 125), t
downstream areas in i&AP.

t a
he

In contrast, THPC has established a more detailed monitoring mechanism for reservoir area
resettlement, including an annual seemnomic household survey, periodic participatory rapid
appraisals, and monitoring of the physical progress of resettieand implementation of

livelihood restoration programs against the schedule in the approved plan (THPC 2008, Part 2:
90-91). This is an additional unequal treatment between resettled families around the reservoir
area and those living downstream.

Livelihood restoration and resettlement are particularly challenging processes in a country like
Lao PDR where the government has limited capacity to deal with complicated compensation
processes for many households, and many households including ethni¢yngraarps are

vulnerable and have difficulties restoring their livelihood after they move. In addition, the lack of
effective, independent legal mechanisms to hold the company accountable for failing to comply
with commitments made to affected communitiegkes stringent independent monitoring
mechanisms even more important. In order to ensure appropriate implementation of livelihood
restoration, resettlement, infrastructure development, and social development in the downstream
areas, it is vital for THPtestablish clear and transparent monitoring mechanisms in the
downstream areas.

* According to our interviews with villagers in Kongphat, Thonglom, Xang, and Nong Bilages along the Hai
and Hinboun rivers on May 17 and 18, 2009.
17



B. Reservoir Resettlement area

O0We depend on natural resources in the village and there are many resources here. In
our village, we are sefufficient. Soil qualithere 8 much better than that in the new
resettlement siteAll of us are worried about the compensation for our lands, fruit trees,
FYR GAYOSNI GNBS&dé

—The village headman in Sopkhom Village in the reservoir area

Eleven villages (708 households, 4181 pegphk be submerged by the new reservoir created

by the expansion project. These people will have to relocate to three existing villages and will

lose all their farmland. Accordingtothe RAP] t ] he ent i re pedmhounat i on i r
Project Areacatbe cl assi fi ed a(SHPG 2008 RFag E bl@)bhese eftheico p| e 6
minority groups include Hmong, Phong, Thaveung, and Khmu (THPC 2008, Part214)06

49 No Al and for | anddo compensation

THPC is not providing fl arnoseodstees whodostdrovilllose mp en s
their entire land holding as a result of the project.This is a fundamental violation of the@o
Resettl ement Decr e &herelsignficadtly largesreentisetlaad helding is h a t
affected by a project namedgriculture, residential or commercial land, the compensation shall
be through provision of o6l and for |l andd arran
acceptable to APs [project affected persons]
However, villagers in Somboun Village
who have lost their entire land holding
reported that each family is entitled to
only one hectare of farmland in the
resettlement area and cash compensatio *
for the remaining lost land. One of our
interviewees in Sombouused to have-2
3 ha of land, including 1.8 ha of rice
paddy and a vegetable garden. They use
to collect bamboo shoots and wild boar
from the forest and fish from the river.
The village headman in Somboun Village
used to have three hectares of rice padd
Hi s wife reported
a little bit of money to compensate for

our land and the money is nOt\enOUQh to Figure 6 This man from Sopkhom Village is concerned
buy new | and. o

ot

about compensation for his riverbank garden, where he
grows chiliesand tobaco.

BankTrackodés and I nternational Riverso6é interview with t
resettlement viliges around the reservoir areaMay 15, 2009.
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The village headman in Sopkhom Village
has 1.5 ha of rice paddy (enough to feed
eleven family members), 0.6 ha of
riverbank gardens where he grows chili,
and eleven cows grazing in the village. In
his riverbank garden, Hearvests 1.2 tons
of chilies a year, which he can sell for
10,000 kip per kilogram to the market in
Lak SaoHe is going to lose all his land :
due o the project; however, he is having | ‘ e i :
difficulties finding replacement land near S g RN X
the resettlement site where he is supposedFigureT: COWS and water buffalos in Kongphat Village

to move sometime between 2009 and 2011.

He reported the situation is the same for other people in his village and the villagdr® stilldo t

know what compensation they are entitled ltothe village, there are many cows and buffalos.

The villagers may suffer from a shortage of grazing lands like those moved for the Nam Theun 2
Hydropower Project on the Nakai Plateau (WB & ADB 2008Dowell et al. 2009: 3(1).

He told us thafi w depend on natural resources in the village and there are many resources here.

In our village, we are seHufficient. Soil qualityhere is much better than that in the new

resettlement siteAll of us areworried about the compensation for our lands, fruit trees, and

ti mber trees. The company is going to compens
treeso. Some villagers in Sopkhom Village al s
timber and fruit trees because the company said we had to move. Therefore, we were just waiting.

If we had grown these trees from 2003 until now we would have been able to harvest, for
example, rubber trees. o

5) Inadequate compensation for families who choode selfrelocate

THPC is not providing a food allowance and development assistance to those families in the
reservoir area who have opted for gelbcation.This is a violation of the Lao Resettlement
Decree.T h e De cr e eAffectechPersoss sihlates and/or affected due to the loss of
income and livelihood shall be provided with the following assistance until their income levels

and |living conditions can be stabilized: é (b)
(c) Suitable developmeassistance after displacement during the transition period until they are
able to restore their i ncolheeDecrea alab statastligling st an

APs [ é] enttlédltolcontpensation for lost assets (structures, crops)tateeplacement

cost, andorovided with other assistance during the transition period, and economic
rehabilitation assistance to ensu(Arecle6hat t hey
paragraph 7).Therefore, regardless of their relocatiote sall displaced families have the right

to receive a food allowance and development assistance.
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In Somboun Village, 28 families out of 65 families in the village have chosen tekmlate’®
According to two families in Somboun Village that have dgte selfrelocation, THPC told

them that they were not eligible to receive any food support and other development assistance
such as a toilet and water supply. This is unequal treatment for threleeltion families. The
families reported that they tgal for selfrelocation either because they have relatives in other
villages, or because they do not feel there is sufficient good quality land in the project
resettlement site. All setelocation families we interviewed were concerned about food security
for the next year because they are unable to cultivate rice this year either in the old village or the
new village. This is because the typical rice cultivation season is the wet season, which is
precisely the time that they are being forced to move villagers reported that they did not

want to move to their new sites until they could get enough money or rice for next year.

6) l ndi genous peopleds | and all ocation and re

I n the Resettlement Action Pl anf giRtAlP)n e g diteir &t i
with the affected indigenous communities rega
resettlementThis is a clear violation of the Equator Principless i nce A[ t] he entire
in the Theun Hinboun Project Areacanbecfagsied as O6i ndi genous peopl e
RAP (THPC 2008, Part 1: 117). Regarding relocation of indigenous peoples from traditional or
customary | and, | FCOs P ethefcleent mikh notpece&itwahrtheé a r d 7
project unless it ents into a good faith negotiation with the affected communities of Indigenous
Peoples, and documents their informed participation and the successful outcome of the
negotiationo (Per f or ma nittee R8R, tharedisano documentatpmaaf a g r a
any good faith negotiations with the indigenous peoples to be displaced by the project. The RAP

only describes a public consultation process, which falls far short of the requirements of

Performance Standard 7.

The RAP also fails to document the curriamid use of ethnic minorities in the reservoir area.

This is a violation of the Equator Principles] FCés Per f or mance Standard
on indigenous pelheliesditgenocs megeadpliiesd | and u:
affected communt i es of i ndigenous peopl eso.HoRewar,f or ma
there is no detailed description about the current land use of reservoir communities in order to

ensure to develop appropriate land compensation mechanisms for these people.

7) Empty promises on ompensation
THPC is failing to comply with the Concession Agreement (CA) and RAP regarding

compensation for the displaced persons around the reservoir aremcluding allocation of
land, food support, and yeesund access roads.

®According t o THPC6s response to | nternational Riversé inqu
Somboun and Phabang villages have chosen toedetfate as of June 2009.
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Allocation of land

THPC has not provided land other than rice paddy to the affected households. As a part of the
standard landise model for livelihood improvement in the RAP, THPC promises to allocate 0.5

ha of forage pldt 1.5 ha of plantation land, a 1.5 $tzare of the community forest, and 0.5 ha of

non timber forest product (NTFP) gar8é¢o each household (THPC 2008, Part2:883. The

village headman from Phabang Village reported that THPC had allocated one hectare of paddy

land for each household; howey none of the villagers we interviewed in May 2009 had
received any other | and. Il n response to Inter
provide other lands, the General Manager of THPC stated that he believed this reféreed to

possi blfkeoomobideéldi hood a cdthenthartaicersnitmenttolprovide t he R,
these lands

Yet the RAP unequivocally promises these lands to affected communities (THPC 2008, Part2:
83-34). If THPC is not planning to provide these additional lands toegwdtled families, this

will be another empty promise by THPC. Regarding economic rehabilitation for pafijected
peoples, the Lao Res dordi$pacectpersondDvhase l@ahdsedst at es t
livelihoods are affected due to the projgumeference shall be given to laibdsed resettlement
strategiesor where land is not available, options built around opportunities for employment or
selfemploymen( Ar t i c| e 8, Therefared the carppany B hot ptanning to

allocate additiond lands to the affected communities, the company needs to provide plans

for how livelihoods will be restored.When we visited the Nongxong resettlement site in May

2009, it did not appear that livelihood restoration programs had started yet. Furtheidie@e, T

does not have any detailed schedule for implementing different kinds of livelihood activities

within the RAP (THPC 2008, Part2: 141). As the Decree suggests, it is critically important to
develop a landbased resettlement strategy since-teom-basedivelihood restoration programs,

such as village savings and credit programs,

tend to leave the risks of new livelihood
restoration programs to affected
communities and are not attractive to poore
householders which are rislerse or
unwilling to go intodebt.

Food support

In the CA and RAP, THPC promised to
provide displaced persons 440 kg of milled
rice per person per year and an additional
support of supplementary protein to meet
basic nutritional shortfalls during the
transition period until livelihod activities
provide subsistence requirements. Howeve

the village headman in Phabang Village Figure 8 Resettlement site in Nongxong Village

"The RAP statesth@ Each househol d wil l be pprloovtiod e(dT HWP G h2 000.85 hPeacrt

| The RAP states that AThe Project will allocate 1.5 hec

share of the community forest. In addition each household will be provided with 0.5 hectare efjf&fiERO be

used for intensified production of some selected fores:
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reported that the villagers are receiving less than 440 kg of rice per paiserGeneral

Manager of THPC, Mr. Robert Allen Jr., admitted that the compangtiproviding 440 kg of

rice per person per year because THPC believes it is too mucf Tiuis.is a clear example of

an empty promise by THPC.According to Mr. Allen, THPC is monitoring the rice savings of

each household, and providing food supportebdhs on each househol dds ric
that many families still have rice savings from their last harvest in the old village, and that
therefore THPC doesnédét need to provide much f

However, this ignores the fact that the rdsdttamilies will have a very difficult time adapting

to their new life in the resettlement site. It will take time for them to establish sustainable sources
of livelihood. Rice savings are a critically important social safetyfor them. Food support

should be provided to all resettled family members regardless of their current rice savings.

Access road

In the RAP, THPC promisesthdtt he new [resett | e meonndhccessitd | age
the district town and o tO& Part2:p0lpowdvertini on center
Nongxong Village, one of the first villages that displaced persons moved into, there was-no year
round access road in May 200%is is another empty promise by THPC When BankTrack

and International Rivers visited Nongxonglgge, at the beginning of the rainy season, the

village headman from Phabang Village in the reservoir area reported that not having a year

round access road was a serious problem for his community because the current road to the

village was muddy and namg making it difficult to move around. In addition, it is almost

impossible for two cars to pass on the road. His former village was accessible by road and river.
During the rainy season the villagers used boats for transportation. However, the new

resettement site is only accessible by a poor quality road, making rainy season access difficult.

C. Environmental Management of the @npany

A companyés environment al management plan and
critically importantto ensuretha pl anned outcomes are achieved.
environmental management plan and its track record of implementation of its mitigation and
compensation program reveal that the company?o
extremely poor.

8) No plan to report to the affected communities
THPC does not plan to provide periodic reports to the affected communities that describe

progress with implementation of the Resettlement Action.Hlais is a violation of the
Equator Principles.| F C eérform&nce Standard 1 statestfiat he Cl i ent wi Il | di s

The village headman in Somboun Village reported the sa
interview on May 15, 2009.
9 During our meeting in Mag009.
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Action Plan to the affected communities. In addition, the client will provide periodic reports that
describe progress with implementation of the Action Plan on issues that involve ongoing risk

or impacts on affected communiti ddsésa( Per f or ma
critically important monitoring procedure tha
management system. Although the company plans to distribute annyabgnels reports to the
Government of Lao PDR (THPC 2008, Partl: 54), THPC has no plans to provide periodic

reports that describe progress with implementation of action plans to the affected communities.

9) Poor historical record of environmental managemen

THPCO6s record of environment al maddP&geméint i gas
and Compensation Prograhdeveloped in 2000 has not mitigated and compensated for the

impacts on affected communities in the downstream areas, nor has it restaridetieods

after nine years of i mplementation, demonstr a
THPC has failed to comply with its own commitments in the Logical Framework adopted by the
company in 2001. This includes dry season rice cultivatiav,iging fruit trees, and promoting
agricultural plantation&’ Even though the company admits that fish catches declined

significantly in the Hai and Hinboun rivers after the project came online, they have never

provided villagers with compensation forHferies losses, nor with replacement protein sources.

They have built a few ponds, but these are too small to have anything but a negligible impact on
replacing lost fisheries.

Dry season rice paddy

By their own admission, THPC has had
difficulties ensumg the profitability of the
dry season rice program due to the high
costs of pumping water and of inputs suct
as fertilizer (THPC 2008, Part 3: 47).
Villagers have reported declining yields
over the five years since the program was
introduced, and a corsponding increase
in debt to the village savings and credit
funds (FIVAS 2007: 47). The Theun
Hinboun Expansion Project resettlement §
plan admits that only 872 families were
still involved in the program as of 2007,
out of approximately 5,000 families livgn
in the downstream areas (THPC 2008, Figure9: Abandoned paddy fields in Xangllage
Part 3: 47).

“"The THPC6s Mitigation and Ciyeapmtigaton and compeRsationgoplaa m o ut | i n e
2 Some of this has been documented in Section A, 1) of this report above.

B This is noted in Part 3 of the RAP which states that for irrigated agti t ur e fimar gi nal benefit
overall but many villages lose money on this activity ( THPC 2008, Part3: 47).
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For instance, in our interviews in Xang Village, it was reported that THPC introduced dry season
rice paddy and installed an irrigation system in the village since they could not cultivate wet
season rie anymore because of flooding; however, fuel for the irrigation pump and fertilizer was
too expensive and the villagers lost money cultivating rice. THPC even advised them to stop
cultivating dry season rice and the villagers have not done so for thevpastars. They have

had to sell their cows or buffalos to feed their families. Villagers who do not have cows or
buffalos collect bamboo shoots, vegetables, and other products from the forest and grow upland
rice (see section ddo compensation for abaaded rice paddyn pagel3 as well). Nong Boua
Village alsotried to cultivate dry season riaéter electricity was installed in the village in 1997

and the pump installed by the government ten years-agoever, they are able to cultivate only

37 ha ofrice paddy out of 60 ha because the pump is not big enough. Everthgganave

asked THPC to build bigger pump, with no response from the company yet. When the pump
broke, it cost 35 million kip (about $4100) to fix the pump and the village and TH&Cpaid

50% of this cost. According to villagers, they cannot grow enough rice to feed their families;
therefore, the villagers have to sell buffalos, cows, and bamboo shoots to buheedlage
headman in Pak Veng Village also reported failure gfsé#ason rice scheme (Barney 2007 24

27)

Vegetable Gardens and Fruit Trees

THPCOs dry season vegetable garden program ha
markets for the produce, the additional labor required of villagers, pump breakdown, fence

failure, crop disease, and a loss of fruit trees from flooding (see secti@mssof Riverbank

Gardens, Land and Livestook pagellas well) In Xang Village, THPC helped the

communities plant fruit trees in 2004; however all the fruit trees diedgifidads. In Nong

Boua Village, fruit trees provided by THPC in the southern part of the village all died from

fl oods. Fruit trees in the northern part of t
sell In the case of Tha Village, tmeajority of the fruit trees died in floods and hast been

replaced. Villagers in Tha Village explained that one of the reasons they have given up planting
vegetables in the THR@rovided vegetable gardens was because of the death of thesksit t

provided bythe companyFIVAS 2007: 21)Even the replacement vegetable gardens on the

edge of the village are gradually falling into the river one by one (FIVAS 2007: 24).

Rubber plantations

Starting in 2008, THPC has provided support for rubber plantations. \r¢owetakes seven

years for a rubber tree to mature, villagers
will sell it to, and the investment cost is high. Therefore, it is still unknown whether the rubber
plantations will help to restore the éihood of affected communities in the downstream areas.

During interviews, villagers in Xang and Nong Boua villages reported that THPC has provided
support for the rubber plantations. The village headman in Xang Villagé saill P Cn éhta s
givenusanyrice upport yet, but they gave us rubber t
Xang Village, THPC provided 500 rubber trees per family, and provided land, fertilizer and

“BankTrackos and I nternati orsiXanddnd/NongBoua vilagammgthe e w wi t h t
Hinboun River @ May 18, 209.
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gasoline. The villagers were told they had to buy_ g
a machine to process the rubberjchhs very
expensive, costing between $1200 and $1500
The village headman in XangM | a g e im‘
dondét know how to buy 1
villagers also need coconut shells to get rubber

for each tree, but we
suchalotofcoconghel | s0O.

Failure to conduct independent evaluations
THPCO6s Logi cal Fr amewd o S } -
_address mitigatio_n and compensati_on needs Figure10: This woman fromKongphat Village is
included a commitment to conduct independent
evaluations and review of the program every two
years. The companydliconduct an independent
review in 2004, but failed to I mplement any o
7&13). The company did not conduct any additional independent reviews after this time

regardless of its commitmentIf THPC failed to comply wth commitments in the past, what

guarantee is there that they will comply in the future? Moreover, in the RAP it is not clear how
independent the Panel of Experts for external monitoring will be (THPC 2008, Part: 132). In

order to ensure the independent¢he Panel of Experts, the company should establish a

transparent and accountable process for selecting the members of the Panel, make a commitment
to publicly release their reports, ®and agree

concernedabout what compensation she will
receive for resettlement.

> Also seeiReview of Draft Final EIA/EMMP for Theuli nboun Expansi o fintehhationalect , Lao
Rivers & FIVAS 2008b: &)
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Conclusion ad Recommendations

Conclusion

Based on our field visit and additional reseathl, Theun Hinboun Expansion Project is in
violation of the Lao governmentos resettl emen
Principles in five instances. THPC is also failig to comply with its Concession Agreement

and Resettlement Action PlanThese violations are unacceptable for a project that claims to be
adhering to international standards, and that is being financed by three commercial banks that

have adopted the Equat®rinciples.

In summary, the project is in violation of tbecree on the Compensation and Resettlement of
the Development Project in Lao PDiRthe following aspects:
1 Compensation for loss of assets and livelihoodkem@ownstream villages as a retsol
the original TheurHinboun Project has not been paid [Violationfeficle g,
1 No entitlement to food allowance and relocation assistance for those being resettled in the
downstream areas [Violation éfticles 6 & 7,
1 No detailed cost estimate fagsettlement in the downstream areas [ViolatioArtitle

14],
T No Al and for | andod c¢ omp e neveseivariViolatomrof t ho s e
Article 6], and

1 No provision of a food allowance and development assistance to those families in the
reservoir area who have opted for sedfocation [Violation ofArticles 6 & 7.

The violations of the Equator Principles are:

1 No provision of aange of resettlement options to the downstream villagers [Violation of
Performance Standard 5

1 Failure to esdblish clear monitoring mechanisms in the downstream areas [Violation of
Performance Standard|,1

T No documentation on figood faith negotiatio
communities [Violation oPerformance Standard|,7

1 No documentation on the affectedh di genous communitiesdé | and
Performance Standard,7and

1 No plan to provide periodic reports to the affected communities that describe progress
with implementation of the Resettlement Action Plan [ViolatioRPefformance
Standard 1

The violations of the Concession Agreement and the Resettlement Action Plan are:

1 No allocation of forage plot, plantation land, share of the community forest, and non
timber forest product (NTFP) garden to each househtidated in the reservoir area;

1 No provision of 440 kg of milled rice per person per year for the displaced persons in the
reservoir area during the transition period until livelihood activitreside subsistence
requirementsand

1 No provision of yearound access roads to the new rissetent areas.
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Recommendations
In order to ensure that the serious problems facing the affected communities are being resolved
and to bring the project into compliance with the national laws of Lao PDR and the Equator
Principles, we recommend thaNZ, BNP Paribas, and KBC undertake the following
actions
1) The kanks should conduct a mission to the project site to review the social and
environmental impacts of the projemdthe food security of the affected communities
and assess t heewthlaglawahddhe EquatomPrinciplasy c
2) After the mission, ANZ, BNP Paribas and KBC should engage with THPC to ensure that
the company brings the project into compliance with Lao law and the Equator Principles,
and specify a strict timeframe for doieg; and
3) Inline with the provisions in the Equator Principles, haekconsortium should
withhold disbursements to THPC until the project is brought into compliance.

We also recommend th&tatkraft should undertake following actions

1) Statkraft shouldake immediate steps to engage with THPC to ensure that the project is
brought into compliance with Lao | aw, the
Concession Agreement and Resettlement Action Plan;

2) Measures to bring the projettto compliance shdd be undertaken within a strict
timeframe. Information about this should be shared with stakeholders; and

3) If Statkraft is unable to use its position in THPC to ensure the project is brought into
compliance, the company should reconsider its involvemeRtPC and consider
selling out entirely.

The following are a list of key issues that we believe must be addressed immediately:

A. Downstream along the Hai and Hinboun Rivers
1) Outstanding compensation for loss of livelihood in the Hai and Hinboun Rivers
[Violation of theLao Resettlement Decree]

1.1 The company should complete all outstanding compensation for loss of land,
vegetable gardens, fisheries, livestock and other property before the-Himdaaun
Expansion Project commences operation.

1.2 The companylsould conduct an independent review of implementation of the
Logical Framework, the implementation of current livelihood programs, and the
contribution to flooding caused by the existing dam project and disclose the review
report publicly. The company shidwse this review as the basis for a reassessment
of the livelihood restoration plan for downstream villages.

1.3 The company should provide or construct all necessary infrastructure works to
prevent erosion and floods in the downstream villages.

1.4 The companyghould provide downstream villagers with compensation for their
abandoned rice fields, either through cash compensation, or, ideally, through
replacement land.

1.5 The company should provide villagers with direct compensation for project losses
until such tme as the livelihood restoration measures are successful.
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1.6 The company should provide appropriate irrigation systems before the Expansion
Project commences operation and technical support in conducting dry season
agriculture until livelihood restoration &chieved.

2) TResettlemento vs. fARelocationo: doubl e s
[Violation of theDecree on the Compensation and Resettlement of the Development
Project in Lao PDRandPerformance Standard 5
2.1 The company should identify all famiiehat will need to be resettled in the
downstream areas and develop a detailed resettlement action plan.
2.2 The company should provide all families that need to move the same entitlements as
those offered to families moved from the reservoir area, inclutismgption of a
new house or selelocation with financial and food support.

3) Failure to establish clear monitoring mechanisms in the downstream areas
[Violation of Performance Standard 1
3.1 The company should develop clear monitoring mechanismstioectie effective
implementation of the livelihood restoration program, resettlement of downstream
communities, infrastructure development, and social development projects.

B. Reservoir Resettlement area
49 No Al and for | anddo compensation
[Violation of LaoResettlement Decree]
4.1 The company should provide Al and for |
communities which | ost Asignificantly | al

5) Inadequate compensation for families who choose to se#locate
[Violation of theLao Resettlement Decree]
5.1 THPC should provide food support and development assistanak affected
communities, including those who opt for sedfocation, until such time as they
establish sustainable replacement livelihoods.

6) | ndi genous dallecatipnl arddesettleraent
[Violation of Performance Standard 7
6.1 The company should elaborate a more detailed livelihood restoration plan for the
ethnic minority groups based on their current land use system and on consultations
with the groups. The esultation process should be waicumented and the plan
should be publicly released.

7) Empty promises on compensation
[Violation of the Concession Agreemeartdthe Resettlement Action Plan

7.1 The company should allocate land according to what was agoeedmuthe RAP
and if the land is insufficient it should continue to provide food support until other
alternative livelihoods are developed.

7.2 The company should provide 440 kg of milled rice per person per year and
additional support of supplementary pioted meet the basic nutritional needs of the
resettled communities during the transition period.
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7.3 The company shoulprovide yearround access road to the resettlement sites.

C. Environmental Management
8) No plan to report to the affected communities
[Violation of Performance Standard 1
8.1 The company should develop a plan to provide periodic reports that describe
progress with implementation of action plans to the affected communities.

9) Poor Historical record of environmental management
9.1 Consulting with #ected communities, the
company should revise the livelihood
restoration plans for all affected people basel
on their review of past experiences and
available resources in the area.

9.2 Considering the historical record of '
environmental management of the qany, "t“ }
the company should establish more - y
. > .
transparent and accountable reporting - . | | v
mechanisms to ensure compliance with their, % . o "

own commitments. At least the Panel of _
Experts report, the Annual Progress Report &
by the Social and Environmental Division |
Monitoring Unit, the Social and ’
Environmental Division Environmental Unit,
Social Development Unit, Ethnic Minority
Specialist, and Annual SoeBconomic
Surveys should be disclosed to the public.
9.3 In order to ensure the independence of the
Panel of Experts, the compy should
establish a transparent and accountable a
process for selecting the Panel members, and

1 H 1 - 4 -~ =~ N - < =~ 1 -
commit . to implement.i Figurell: Villagers planting upland rice ir
recommendations.

the Hinboun Valley. Villagers have had t
increase upland rice cultivation due to
flooding of rice paddy as a result of the
existing project.

o
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Annexes

Annex 1: Relevant sections of th®ecree on the Compensation and Resettlement of the
Development Project and Performance Standards

1. Decree on the Compensation and Redktment of the Development Project (7 July,
2005)

PART Ill Compensation

Article 6 Compensation Principles

2. Where significantly large or entire land holding is affected by a project namely agriculture,
residential or commercial land, the compensationl gieathrough provision of "land for land"
arrangements of equivalent size and productivitylsnecceptableo APs and project owners.

7. All APs, regardless of land use right, will be entitled to compensation for lost assets
(structures, crops, treeg}t replacement cost, and provided with other assistance during the
transition period, and economic rehabilitation assistance to ensure that they are not worse off due
to the project.

8. All previous claims and unresolved issues related to tenure statusaaership of land and
other assets affected by the qubject or components shall be resolved prior to initiating any new
land acquisition measures on the respectivepsaject or component.

Article 7 Assistance during Relocation and Transition Perid
APs displaced and/or affected due to the loss of income and livelihood shall be provided with the
following assistance until their income levels and living conditions can be stabilized:
(@) Transport allowance or assistance in kind to transfer to the egsettt site or their
choice of relocation;
(b) Food allowance, in cash or in kind to compensate for income lost, during the
transition period;
(c) Suitable development assistance after displacement during the transition period
until they are able to restore themcomes and living standards or reach the
targeted level of household incomes on a sustainable basis.

Article 8 Economic Rehabilitation

2. For displaced persons whose Hraded livelihoods are affected due to the project, preference
shall be given tdandbased resettlement strategies, or where land is not available, options built
around opportunities for employment or satfiployment.

Part IV Fundanental Componentsf@ompensation And Resettlement

Article 14 Resettlement Cost and Budget

1. Project ownes shall prepare the Resettlement Plan with detailed cost estimates for
compensation and other resettlement entitlements and relocation of APs. The cost estimates shall
be provided with a breakdown by category of APs by type and degree of impacts. The cost
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estimates will also include the cost of monitoring and evaluation; management and
administration; and other cost related to the project impacts; and adequate provisions for
contingencies.

2. Performance Standards

Performance Standards 1

Monitoring

24. As & element of its Management System, the client will establish procedures to monitor and
measure the effectiveness of the management program. In addition to recording information to
trackperformance and establishing relevant operational controls, thestiend use dynamic
mechanisms, such as inspections and audits, where relevant, to verify compliance and progress
toward the desired outcomes. For projects with significant impacts that are diverse, irreversible,

or unprecedented, the client will retainalified and experienced external experts to verify its

monitoringi nf or mati on. The extent of monitoring shc
risksandimpactand wi th the projectés compliance requ
according teperformance experience and feedback. The client will document monitoring results,

and identify andeflect the necessary corrective and preventive actions in the amended

management program. Thkent will implement these corrective and preventive actiand,

follow up on these actions tmsure their effectiveness.

Reporting

External Reporting on Action Plans

26. The client will disclose the Action Plan to the affected communities. In addition, the client
will provide periodic reports that describe pesg with implementation of the Action Plan on
issues thainvolve ongoing risk to or impacts on affected communities, and on issues that the
consultatiorprocess or grievance mechanism has identified as of concern to those communities.
If the management pgram results in material changes in, or additions to, the mitigation
measures cactions described in the Action Plan on issues of concern to the affected
communities, the updateditigation measures or actions will also be disclosed. These reports
will be in a format accessible tioe affected communities. The frequency of these reports will be
proportionate to the concernsaifected communities but not less than annually.

Performance Standards 5

Displacement

Physical Displacement

16. If people livingn the project area must move to another location, the client will: (i) offer
displacedpersons choices among feasible resettlement options, including adequate replacement
housing orcash compensation where appropriate; and (ii) provide relocation assistated to

the needs oéach group of displaced persons, with particular attention paid to the needs of the
poor and therulnerable. Alternative housing and/or cash compensation will be made available
prior to relocationNew resettlement sites built fdisplaced persons will offer improved living
conditions.
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Performance Standards 7
Special Requirements
Impacts on Traditional or Customary Lands under Use
13. If the client proposes to locate the project on, or commercially develop natural resources
locaedwithin, traditional or customary lands under use, and adverse impacts3 can be expected
on thelivelihoods, or cultural, ceremonial, or spiritual use that define the identity and community
of thelndigenous Peoples, the client will respect their useking the following steps:

1 The client will document its efforts to avoid or at least minimize the size opleambsed

for the project

T The I ndigenous Peoplesdé | and use withl | be d
the affected communities of Indigaus Peoples without prejudicing amgligenous
Peoplesd | and cl ai m4

1 The affected communities of Indigenous People will be informed of their rights with
respect to these lands under national laws, including any national law recognizing
customary rights orse

1 The client will offer affected communities of Indigenous Peoples atdeaspensation
and due process available to those with full legal title to land inabe of commercial
development of their land under national laws, together euliurally appopriate
development opportunities; lafihsed compensation compensatioin-kind will be
offered in lieu of cash compensation where feasible

1 The client will enter into good faith negotiation with the affected communities of
Indigenous Peoplesnd docurant their informed participation and the successful
outcome of the negotiation

Relocation of Indigenous Peoples from Traditional or Customary Lands

14. The client will consider feasible alternative project designs to avoid the relocation of
IndigenousPe@les from their communally held5 traditional or customary lands under use. If
such relocation isnavoidable, the client will not proceed with the project unless it enters into a
good faith negotiatiomwith the affected communities of Indigenous Peopbesd, documents

their informed participation antthe successful outcome of the negotiation. Any relocation of
Indigenous Peoples will be consistearith the Resettlement Planning and Implementation
requirements of Performance StandariVbere feasible, theelocated Indigenous Peoples

should be able to return to their traditionabtastomary lands, should the reason for their
relocation cease to exist.
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Annex 2: BankTrackos aipsthetutet er nati onal Rivers

1 Day 1:Visit to the &am construction sitéhasala Village and one of the first villages to
be resettled, Somboun Village. In Thasala Village, we interviewed three randomly chosen
households, consisting of five men and three women. Almost all the villagers in
Somboun Village had already moved he resettlement site and the village was quite
empty at the time of our visit. We interviewed four households in Somboun Village,
including the village headman (seven men and five women).

1 Day 2:Visit another reservoir village, Sopkhom Village, whicilha6t moved yet,
visit to the new resettlement site in Nongxong Village. In Sopkhom Village, we
interviewed the village headman and vibeadman and were joined by other villagers
(six men and one woman). In the resettlement site in Nongxong Villagmterviewed
the village headman from Phabang Village and the village headman and one randomly
chosen host family in Nongxong Village (four men and one woman).

1 Day 3: Visit to four villages along the Hai and Hinboun rivers. In Thankong Village, we
interviewed the village headman and in Kongphat Village, we interviewed three
randomly chosen households which consisted of four men and one woman. In Tha
Village, we interviewed the viedheadman and his wife and in Thonglom Village, we
interviewed the villageadman and one randomly chosen household (one man and one
woman).

1 Day 4: Visit to two villages along the middle and lower Hinboun River. In Xang Village,
we interviewed the villge headman, his wife, the vibeadman, and the village headman
from PakthukVillage (a nearby village). In Nong Boua Village, we interviewed 12 men,
including the village headman and the vice headman.
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