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Speech
By
Dr. Bosaykham VONGDARA

Minister of Energy and Mines of Lao PDR
At the High Level Lao-Thai Forum on Sustainable Development of Hydropower Sector

- Excellency Dr. Pyasavasti Amrananh, Minister of Energy of the Royal Thai
Government

- Mr. lan Porter, World Bank Country Director-Thailand and Laos

- Ladies and Gentlemen

Today | am honored to have an opportunity to be present at the High Level Lao-Thai
Forum on Sustainable Development for the Hydropower Sector. Recalling the power sale
particularly from projects invested by the private sector, the process began in 1993 when
our two Governments signed the first Memorandum of Understanding on 1500
megawatts which was then subsequently superseded in 1996 by the second Memorandum
of Understanding containing 3000 megawatts for the supply of electricity up to 2006. In
December 2006 the third Memorandum of Understanding has increased the capacity to
5000 megawatts for the supply of electricity up to 2015. Having implemented such above
Memoranda of Understanding two projects i.e. Nam Theun-Hinboun Hydropower Project
and Houay Ho Hydropower project are now under operation, two projects such as Nam
Theun 2 Hydropower Project and Nam Ngum 2 Hydropower Project are under
construction and many more have concluded the Tariff MOUs with EGAT and are now
finalizing the project documents aiming at achieving commercial operation dates as
stipulated by the parties.

The development of the projects on the basis of study-design-build-operate-transfer has
been carried out in accordance with applicable Lao laws and in acquiescence to the
requirements of financiers as imposed on the projects from time to time. The developers
have obligations to cover costs for environmental and social impact studies and
mitigation measures that are ultimately incorporated into project costs. At the same time,
the developers are required by Lao laws to pay resource usage levies and taxes to the Lao
Government on an incentive basis as to enable the Lao Government to use such revenues
to further develop the power sector in a sustainable manner. The Lao Government as the
concession rights grantor is committed to reviewing all technical, environmental and
social studies and monitoring their implementation to ensure compliance to our
standards. In the future we will continue adhering to our rules and regulations that have
already been enacted. We fully support a move from the World Bank that pays special
attention to the environmental and social considerations.

In the past, the negotiation on power sale from the Lao projects has been auspiciously
supported by the Thai Government. Today | wish to express my sincere thanks to the
Thai Government for its support. The power purchase agreements have been developed
from time to time to accommodate requirements of commercial lenders. Upon signing the
power purchase agreements the Lao Government also issued the Government
Undertakings to EGAT confirming compliance of environmental and social assessment
studies and their mitigation measures. Moreover the provisions of the concession
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agreements have been well dovetailed with other project agreements such as power
purchase agreements. In order to reflect the environmental and social consideration in
the development of future projects the developers are obliged to cover costs of
environmental and social planning and mitigation measures. Therefore, the principles for
energy tariff calculation may need to be further reviewed adequately by us. Furthermore,
going forward, we should initiate a discussion on the sale of Carbon Credit Development
that may be benefited from the development of hydropower projects which are
considered as non-carbon emission production.

As our legal framework pertaining sustainable development of the power sector is under
a process of development, we are now improving our rules and regulations governing the
power sector to be acceptable to all stakeholders including international financial
institutions, power buyers and developers. Several rules have been newly set up so as to
reflect the Lao Government’s commitments to mitigating possible impacts resulting from
the course of development of the projects in the long run. Enforcement of our laws on the
developers to meet requirements of financiers and power buyers will need to be
strengthened.

In addition to the implementation of the 5000 megawatts as agreed in the 2006-MOU, we
are now discussing additional 2000 megawatts, or higher, to be supplied to Thailand after
2015. In developing such additional megawatts the project cost per megawatts may be
higher than the previous projects as we will improve several standards for the sustainable
development. Today, once again, | would like to confirm our openness policy on the
development of the hydropower sector as to sufficiently meet demand in the country as
well as to export the electricity to neighboring countries in the Greater Mekong Sub-
region and to the rest of the ASEAN countries considering the demand for electricity in
the region, from time to time, and project financing mobilization.

Today’s Forum is an important event that gives opportunity to all project stakeholders to
reflect their views on the development, financing and power sale between the two
countries. | strongly believe that this will streamline our power exchange program
between our two neighboring countries and will realize the proceedings on the sub-
regional interconnection amongst ASEAN countries that was signed at the 25™ ASEAN
Energy Ministers Meeting that took place in Singapore recently. On behalf of the
Ministry of Energy and Mines of the Lao PDR | would like to extend my sincere
appreciation to the Royal Thai Government for its auspice to the realization of the power
exchange program between the two countries. My special thanks are made to the World
Bank for its support to the development of the hydropower sector in Laos as well as to
this Forum.

In closing, | would like to wish this Forum a good success.

Thank you very much.
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