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PREFACE

This documensets outthe rationale and orientation of th&#RClnitiative on Sstainable Hydropower
(ISHYor the MRC Strategic Plan Cy®11-2015).

ThelSHoutcome structure andpproachfor deliveringoutputsin 201:2015followsthe paththat was
identified inthe multi-stakeholder regional consultation process#e2008-2011to formulate the
Initiative, andthe directionsubsequentlyset by the MRC Joint Committetn this, the ISH is
implemented as a crossutting initiative workingcloselywith and through other MRC Programmes
Thisapproachenablesthe MRC to hgd Member Countries handle the full rangem@ilti-disciplinary
issueghat areintegral tothe sustainabilitychallenge for hydropowen the Mekong context

The2011-20150utputs buildonthe multi-yearlSHWork Plan approved by the MRC Joint Committee i
July 2009andthe 20092010 Implementation Pla(PIP Document)Theseoutputs have beerupdated

to reflectthe strategicachievementsand practicallessongdrawnfrom ISH implementatioexperience

in 2009 andin 2010 todate. They reflect also thevdving situationwith hydropowerpolicy, regulation
andpractice in LMB countriesecognizinghat the situation isdynamic

The main document reviewonsiderations for sustainableydropowerin the Mekongcontext,

together withthe main drivers of charegn hydropowerthat influence regional cooperatiotior

sustainable development of the Mekong River Badtrconsiders the relevance, focus and expected
AYFEdzSyO0S 2F (KS aw/ Q& FOGAGAGASE RSHIvsaBWBR (i KNEB dz
ISH outputsmanagement arrangementandthe related resource requirement®r the 20112015

period. And i descriteshow these outputs both derive from, and support, the MRC Strategic Plan

objectivesand orientationto implement the 1995 Mekonggreement

Annexes of this document provide the updated logical framework analysis (LFA) used to derive the ISH
outcomes for 2012015 and prioritize outputs, the projected budget requirements by output, and the

TOR for the ISH Regional Advisory ConemifAC), the Regional Technical Advisor Group (TRG), the ISH
National Coordinators in NMCS, and for key selected ISH staff positions now located in the MRC Planning
Division after the MRCS permanent relocation.

This documenandother supporting materialvasdiscussed at the first ISH Regional Advisory
Committee meetingn 5 October2010. It is consistent with the ISH Project Implementation document
(PIN)for 20112015 lastupdated in March 2010.

YWhilet h e Méplasids sustainable development of the MekdBagsin, it also considersvider links with
sustainable development thie regional power sector
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GENERAL SUMMARY

The accelerating pace of hydropower developmanthe Mekongwas cited as a majanterest and
challenge fothea w/ Qa Yinplamegt the 1995MekongAgreementduring regional
prepamtions for the MRC Strategic Plan (2@2115) ? At the 3° Regional Consultation on the Basin
Development Plan (BDP) Scenario Assessment, JulyiP@HE3 further emphasized that the Mekong
has reached a crossroads on decisions about hydropowthe lower Mekong basin (LMB?

The Initiative on Sustainable HydropowetSH)recognizeghat the challengeaheadis not only about
informing decisions aboupossiblenew hydropower schemesor their design featured It is also to
advanceand clarifythinking about the sort of cooperationthat is neededamong Mekong countrie
sustainablymanage the growing number of existing hydropower assetthhé&Mekong basin as the
cumulative and transboundary impaat$ these projectsare increasingly feltSud considerationsneed
to belinked alsato wider strategies forsustainable development of thegionalpower sector

Oneindication of therelevance, imrediacyand scale of thecommonchallengeis offered in theMR@®@ a
recentBDP Scenario Assessmerercge In this, he Definite Future Scenario (DE$%}the BDFseesup
to 41 large hydrepower schemeson LMB tributary systemsby 2015° This compares to 15 LMB
schemes in the BDBaselinecasefor 2000 an increase 026 large dam. The BDP20-year Probabke
Future (PFSXcenarioseesup to 71 largenydropowerschemesoperating on LMB tributariesby 2030
These wuld have acombinedactive dailyto-seasonal storage and flow regulaticapacityof 45 BCM,
almost doublehe 23 BCM storage @fancangMekong dans inYunnan Province i@hina.

The policies and legislation of MRC Member Countries, to some exesady recognizéhe need to
address hydropower sustainability challengegheir planning and regulation systerirsan integrated
way (i.e. across theeconomic, social and environmental dimensions) nationdhyough bilateral
mechanismsand regionally througlmplementingthe 1995 Mekong Agreement.

Goal, objectives and outcomes

The ISHresponds directlyto the goal hierarchyof the MRC Strategicd 20112015 by combining the
use ofawareness raising amuulti-stakeholderdialogue(ISHoutcome 1)knowledge management and
capacitybuilding (outcome 2)imbedding sustainable hydropower considerations riegional planning

and regulatory systems(outcome 3) and, sustainability assessment aratloption of good practice

(outcome 4) At the same time, th ISH must providéhe MRC withenhancedcapacity to measure and
respond toall stakeholdewiews abouthydropower.

A central objective of the ISH in 20215 in thisrespect is to enable MRC to help Member Countries
better integrate decisions about hydropower management and development with lvédim integrated

Regional Meeting on MRC Strategic Plan 22015, 1617 March, 2010, Vientiane; Also that wider efforts to advance

cooperation on the sustainable developmeftMekong water and related resources.

% At the 3rd Regional Stakeholder Forum on Basin Development Planni3§, 28y 2010.

4 Projectscontained in the policies and national Power Development Plans (PDP) of MRC MEmbdriesand
BDP

®Plus the largstorage mainstream dams in the upper Mekong basin (Lanbéigng River) in China.



water resource management (IWRM) perspectivésough the established MRC mechanisms and
national planning systemspnsistent with the 1995 Mekong Agreement.

It is clear that many new opportunities to dothis rest with the ongoinginstitutional and regulatory
changesn the power and water resource management sectr®RCMemberCountries For instance,
the river basincommittees(RB3s) andorganizations RBOs) now providedin the national legislatiorof
most countriescan play acentralrole in these taskswhenthey become functionabvertime, with the
MR Cofferingoverarchingsupportasthe regionallevel RBO entity.

A secondwider objectiveis to help Member County efforts tobring wo major decisiond & LIK oS & £
G ¢ 2 Micéhéerned with hydropowedecisionmaking closer together namely (i)the energy and
power sector/ regulatory bodies,and (i) the IWRMwater resourceand other natural resource
managementsectors/ regulatory bodies Why is this important? Becauseenergy and power
considerations often drive major decisions on Mekong water infrastructuvtoreover, sector
fragmentation has always been a major challefmg8NVRMimplementationworld-wide and in practice

ISHImplementation strategy

The strategy for 2032015 builds on MRZa&chievementsn ISHimplementation fromits formulation in
2008to its first full year(mid-2009 to mid2010). The strategy has several aspects.

Overal|] emphasiss placed orvalue added outputshat enable the MR@o help Member Countries (i)
close gaps between current policy and practice relevant to sustainable hydropoweomes (ii)
develop capacity tgro-activelydraw lessons fronthe growing pool ofegional and international good
practice, and (iiimore effectively respond toMRCstakeholder expectationdgncludingcontemporary
issueghat stakeholders feehre mostimportantto theirinterests

Hements of thestrategyseekto catalyze encourage and support efforts of MRC countries to:

A Adopt partnership approachdsr dialogueto raise awareness, promote and genuinely advance
sustainable considerations in hydropowdacison-making

A Draw effectively on regional and internatiorexdperience build confidenceand sharegood
practicesrelevant to all stages gflanning andhe infrastructure project cycle;

A Introduce /reinforceenablingprovisions for sustainable hydropowernational policy and
regulatory frameworks, planning systems and related procedures;

A Monitor progress over time intducing sustainable consideratiofrem policyto practice
through hydropower sustainability assessmentstet project and basin/suibasinlevels;

A Improve 2way strategic communicationetweenMRCand itsstakeholderson hydropower
sustainability issueis a way thatadds value for all stakeholderand

A Build appropriate capacity in NMCand nationalihe agenciesor all these aspectsncluding
the capacity of private sector and civil society stakeholder interests concerned.

It isrecognizel that hydropower is a controversiand often polarizedopic in the Mekong and among
MRC stakeholdersNo single organization on its own can brialgout sustainable outcome§o do this
requires thinking aboutwater infrastructure as a wider development intervention with greater



attention to the overall development effectiveness pfojects and not just seeinginfrastructure
narrowlyas a wayo meet growing needs fowater and energy services.

Key features 02011-2015Work Plan

The 20112015 Plarfor the ISHmaintainsthe structure of fourmutually reinforcingcomponentsin the
20082011 work plannow transformedto five outcomes Theseelate to:

1. Awareness Raisin@ialogueand Communicatiof
2. Capacity Building and Knowledge Base Support
3. Regional Planning Support

4. Sustainability Assessment and Financing

5. Effective management of the Initiative

Proposed atputs in 20112015 largely extend outputs in the 20082011 Work Plan Adjustmentsare

madeto reflect lessons and recent developmenasid respond tothe draft MRC 20122015 Strategic

Planand core river basin management functiotisat the Strategic Plaembodies To illustrate ISH

outputs concerning regional planning are widenéa ensure follow-up on the key recommendations

FNRBY GKS aw/ Qad {dNIXdS3IAO 9y JANERIYMystream damisa S&a Y S
Similarly outputs concerning hydropower sustainability assessment are widémedflect the positive

outcomes oftrialling the new basin/subbasinhydropower sustainability assessment t@id Member

Country consensusn value-addeduse ofthis tool h 20112015

Qutputs prioritized for 20112012 the first two yearsbroadly centre on MRCsupport to Member
Countrieso advane regional and transboundary cooperatighrough:

i. Enrichment and continuoysollaborativeupdate of the MRCS Hydropower Data Basspecially
to incorporatemore parameteraisefulto measuresustainalle oucomesand needed actions

ii. Adoption and use ohydropower sustainability assessment taa@sound whichawarenesgaising
shared leaning and capacity building can dféectively delivered (in particular basin/sufbasin
hydropower sustainability assessmeabls);

iii. Elaboration andsupport for the introduction of mechanismdor benefit sharing and innovative
financerelated to sustainable hydropowe@utcomesin planning / regulatory systems

iv. Ensuring agreed followp oncrosscutting recommendatios emergingfrom the SEA of proposed
LMBmainstream damsworking with and through MRC Programmes and regional partners.

v. Caooperation with China on sustainable hydropower themes initiated in with the
Ecosystem Study Commission for International RiveBC{lRthrough SEA processthat have
provedhighlyconstructivefor data exchange, site visits andnfidence building

The2010-2015 ISHbutputs, as a wholeaim to constuct and maintain a dialoguéplatformé and pro-
active knowledge networkto enable MRC Countries to routinely exchange informatiorshare
experience and collaboraten the development implementation of tools andelated capacity building

6 Awareness raising is in parenthesis as a minor update afutut title for 20112015



to deliver sustainableoutcomesbeneficial toeach countriesneeds and ensure ownershipand the
sustairability of the ISH itself within the MRC Programstreicture.

Across outputs, thelSH will directly engage witkey stakeholderinterests such as privatesector
developers energy regulatorsand partners at the regional level (e.g. GMBd Chingand sgcifically
help bringthe energy/ power and IWRM basin managemeptlicy-makers andoractitionerstogether.

The broader strategyor stakeholder engagement is the ISH will workcooperationwith other MRC
Programmes to form mukstakeholdemartnershigs and outreach. This widlvoid confusion, duplication
andcapture synergiem engagingvith keybasin and sulbasin stakeholdersf MRC

Management and implementation

The ISH is managed and executed by the MRC through its Secretariat and implemenigd the

relevant line agencies in the four Member Countries, coordinated by the NMC Secretariats and engaging
the private sector, civil society organizations and experts where appropraaoted, he ISH will

continue as a crossutting initiativein MRCSn 20122015situatednow in the MRC®lanning Division.
Regional level cooperatianechanismset up in 2002010 andcommon toother MRC Programmes

will be further strengthened namely:’

i. The National ISH Coordinator NetwarkSet up in 2009, coisting of ISH coordinators based in
the NMCS These coordinatorassistin dayto-day, anddas needed with dialogue around ISH
outputs, and with the coordination ofinformation flows between the MRCS and NMCS/line
agenciesand other NMC stakeholders

ii. Regbnal Technical Review GroufTRG) Set up in 2009¢onsisting ofrepresentaives ofNMCS
and line agencieKey ISH atputs will be reviewedby the TRGThis will continue the successful
method of cooperation achieveith 200920100n the MRCPreliminary Dsign Guidance (PDG) of
proposed LMB mainstream damdesign oftributary significance studiesgonsideration ofthe
international HydropowelSustainability Assessment Ryool (SAP); andthe formulation of the
basin/subbasinrapid hydropower sustainabtly assessmenbol (RSAT).

iii. Regional Advisory Committee(AC) In 2009, TOR for the hidével RAC was prepared and
membersnominatd by NMCs This nechanismwill provide advice anddirectional guidance on
the strategic outlook for hydropower sustainabyilithe strategic orientation of the ISH, tl2911-
2015 Work Plandesign andimplementation and the evaluation of A (efféctiveness Other
membersof the Adncludedevelopmentpartnersas well as athiockmembers and observers who
may be invited to spefic AC meetings (see Annex 4)

The operational strategy is to progressively sagddSHoutputs on a priority basisas staffing levels
increase to the approvetSHcomplement by the end of 201@rearly 2011. ISH would then function at
this level thraugh 20112015 reflecting the need to stay leaand leverage outcomes

The 20132015 outputs of the ISKvork with atriangle of partners(the NMGNMCS,national line
agencies and the MREI$king with regional organizations NMGs play a advisory /decsionrole in
their respective countrieand NMCSsoordinate output related workshopscapacity buildingand

" As partof the 20082011 ISH Work Plan approved by the JC in 2009.



stakeholder engagement National line agencieplay a primary role inimplemening outputs (e.g.
conducting sustainability assessmen@pplying good practice within the country planning and
regulatorysystems$ and liaising with the pviate sector developers / operatord’he ISHacilitate various
MRCS rolesuch ascoordination, guidance, technical assistance, regional synthesgscity buildig
and fund raising Regional organizationswill be engaged tosupport knowledge productioraround
distillation of good practice andissemination of toolswith related capacity buildingp use them

Monitoring and reporting

Theseactivities will follow the establishedMRCS systems and proceduré@$iree levels orareas of
monitoring and reportindor the ISHn 2011-2015relate to:

i. Monitoring progressintroducing sustainalde hydropower considerationsin the Mekongg this
aspectcovershelp to Member Caintries to measure and monitoprogressbeing made such as
increasing levels of awarenessteps takento provide the enabling policyand regulatory
frameworks and the translationof policyinto practice It will alsoseek to measurastakeholder
perceptians ofthe achievement ofustainable outcomes at project and bassub-basinlevek.

ii. Monitoring progress implementing the 1995 Agreement, relevant to sustainable hydropower
this aspectcovers the a&tent to which theMRCitself, through variousISHoutputs and otherwise,
has influencedhe introduction hydropower sustainability consideratioingo policy and practice
in fosteringcooperation,andin meetingthe expectation of MRC stakeholders

iii. Monitoring the performanceof ISH implementatiort, this aspectcoversmonitoring the process
of implementing the ISHhe provision ofdeliverables against set targets #e output level the
functioning and contribution ofhe Advisory Committee, TR&d ISH National Coordinators in
NMCSswith respect to thei TORthe adequacy ofSHreporting, status of MRG8terna staffing,
ISH fundingand the sustainability of the overall work of the ISH.

In addition to regular reporting through MRCS management systemsarmual performance
assessment reportwill be prepared for the ISH Advisory Committedt will be submitted for
consideration by the MRCS Senior Staff prior to submission ttsth&dvisory Committee.

Sixmonthly progress repogprepared by the ISHill outline factors such awhat has been done ithe

past six months, how much has been spent on which activities, assessyhembgress against
performance indicators ahe output level,andissues and problems that have arisefin independent
mid-term review and evaluation of the ISH is plannedZ013.

Budget and funding status

The budget estimate for the ISH 20215 is US$ 12.5 million for the five year implementation period
2011-2015 This is equivalent to the $US 2rbllion per year which is theaverageannualbudget in the
2008-2011 Workpla approved by the Joint Committe€€ommitted funds are available from the
Governmentof Belgium(20102013) Pledge fundsre under discussion foongoing support from the
Government of Finland (20e2014). The MRCSalso has dscussions underway with othgrotential
developmentpartners includinghe Government ofsermany Currentcommitted and pledged support

is $US &5 million, leaving &unding gapof some $U$.15 million.



1 BACKGROUND

1.1 FORMULATION OF THE INITIATIVE

The evolution of MRC support to Mérar Countriesin the hydropower sector is characterized by a gradual shift in
emphasis away from the sole promotion of hydropower developrmaena mean$o underpin economic growth,
towards promoting sustainable forms of hydropower management and developmErom a sustainability
perspective, gdropower projects can no longer be seen onlyrdsastructureinvestmensthat produce electricity
and water services Rather they must be seen agider development interventiosin the river basin settingwhere

a range ofnaturalresouce management and socieconomicconsiderations come into play

This shift reflects the central philosophy of the 1995 Mekong Agreement to cooperate on mutually beneficial,
sustainable development of the Mekong water and rethtesourcesnd to reinforce poverty alleviation

Since 2006, interest hydropower in the lower Mekong Basin (LMBxpédly accelerated. Thisis promptedby
interest toexpand cooperation in crodsorder power tradeamid renewed callby LMB Governentsfor private
sectorinvesimentin power sectoiinfrastructureand in other sectors such as mining, transport and agricultée
combination of factorhasled to many new proposals fduMBhydropower schemegoth onthe lower Mekong
tributaries; andmore recently, a revival of interest of hydropower on the Mekong mainstream.

In responseo the rapidly changing situatigrthe MRC began formulating the Initiative on Sustainable Hydropower
(ISH) irearly2008. In part, this was thelp Member Countrierespond to the emergence of active hydropower
proposals on the LMB mainstreathe consideration of which is centrid the 1995 Mekong AgreementBut it

was also in response to tlggowingrecognitionof the need to cooperate on sustainable managemehthe
increasing number of existing hydropower assets in LMB tributaries as cumulative and transboundary impacts
become increasingly feltin particulat with respect to the influencen water flowsrelated sedimennutrient

flows, fisheries productiwtin river systemsnd existing riverine livelihoods.

ISH Formulation in 2062009

The ISH was formulated in concept in 20@nd in detail in 2008-2009 during progressive multi-stakeholder
consultative stepsTheseculminatd in Jint Committeeapprovd of the 20082011 work plann July 2009.

ThelSHdesignwasthus built on several factors, includintipe previous MRC activities in the hydropower segtor
evolving IWRM thinkingn the Mekong,and emerginggood practicein the Geater Mekong SubregiofiGMS
region) since the 1995 Mekong Agreement was signed.

Among the foundationg the MRGvere:

A MRC Hydropower Development Strategy (200hkhere in 2001, the MRC Council and Joint Committee
approved a new Hydropower Development Strategy. The stratesptad hydropower as one potential use
of indigenous, renewable natural resourcés consider synergies and tradeoffs of hydropower with
balanced development in other sectors of the economy, encompassing consideration of the evolving
environment, social andultural heritage values of Mekong peopfe.

®The stratgy was developed through extensive consultation with a wide range of stakeholders including National Mekong Committees, line

agencies, representatives of civil society groups and industry, as well as interested international organiZdt@sgategy wa founded on

FASBS LINAYyOALX Sa 6KAOK aw/ Qa [/ 2dzyOAft SyR2NBESR d AlGa |Inftigrdnt YSSGAY:
sustainable development of hydropower projects; (3) integrated overall planning of the mainstream arubsiudy (4) cumulative

environmental and socieconomic aspects, as well as public participation; and (5) encouragement of the private sector to join in developing
hydropower with proper consideration of the environment and wasing of the people.
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A MRC Hydropower Programme Concept Paper (20G8)ere an initial proposal for the MRC Hydropower
Programme was prepared in response to the MRC Council decision at its 11th Meeting in December 2004 to
include a lydropower programme in MRC work programme. The concept paper was drafted under guidance
of a task force involving consultations with the NMCs at each &tep.

A Discussion Brief on the Twisack Approach (2008)The MRCS Discussion Brief prepared in that
built on the previous achievements and outlined a miltN: O1 F LILINR I OK G2 o0A0 T2 N)dz
hydropower programme in an open and participatory proces (ii) at the same timerespond to urgent
needs for MRC analysis of proposals foainstream dams and their transboundary implications. The
Discussion Brief was approved by the MRC Joint Committee at its Informal Meeting on 19 June 2008.

A The ISH Work Plan 20a811: the plan initially drafted in late 2008 was endorsed in principléhat29th
Meeting of the Joint Committee in March 2009, subject to minor modifications in a regional workstaip. Th
work plan incluihg the ISH rationale and objectives, ISH components, the definition of activities and
outputs, andthe arrangements for imi@mentation was approved by the JC in July 2009.

The consultations conducted throughout 2008 and early 2009 incladedlies ofhationaHevelmeetings for
NMCs and Line agenciebulti-stakeholderegionalmeetingswere heldwith representatives ohydropower
policy-makers, regulators angractitioners civil societyincluding academia and research netwarks
representatives of advocacy NGOs and pressure grodg@aglopmentpartners, private sector financing
institutionsand other interestedregionalparties.

In thisprocessthe ISH outputs werategrated under the four mutually reinforcing componerglater changed to
five outcomes) in summary forrnamely:

Outcomel: Awarenesgaising Dialogueand Communication
Outcome2: Capacity Building and Kwtedge Base Support
Outcome3d: Regional Planning Support

Outcome4: Sustainability Assessment and Financing
Outcome 5: Effective management of the Initiative

Activitiesin 20092010arereported in the ISH Implementation Plan 262910 Theyare broadlycaptured in the
key achievements and lessoimsthe following section

1.2 KEY ACHIEVEMEN TS AND IMPLEMENTATION LESSONS TO DATE
Key Achievements ¢ Strategic perspective

During the time andiace te Initiative on Sustainable Hydropower (ISH) was fortedlahe MRC has used the
Initiative as a vehicle to coordinate a number of crogting activities essential to assess and promote sustainable
considerations imdecisionmakingandto respond to immediate challenges. Haactivities are inherently muk
disciplinary and require support from many MRC Programmes.

For example, in 2008 and 2009 activities included:

°The Cacept Paper was submitted for consideration by the Joint Committee at its Tveentynd Meeting in August 2005. The Joint

Committee approved the concept paper in principle. The objective of a hydropower prograim@e &G SR Ay GKS / 2y OSLid
promote and coordinate the development of hydropower resources in the LMB, with minimum negative impacts on the environnieoaland

people, for mutual benefit of the MRC member countries and for partly meeting the increasing energy demand in the MR& cthereby

AdzZLILR NI AY3 GKS O2dzy iNASEaQ SO2y2YA0 INRGGK FYyR LROSNI& NBRdAzOGAZ2Y d¢
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1 Studies on fish migration, the barrier effect of dams to fish migration and potential mitigation measures with
the MRCFisheries Programmend a fish larvae sampling programme to contribute to understanding life
histories and migratory fish patterns.

1 A collaborative venture with the Asian Development Bank (ADB) and World Widddfusature (WWF,
Mekong) to develop hydropower sustainability assessment tools working with theEviR@nment

Programme.

1 Designing specifications for standard navigation locks for proposed LMB mainstream dams with the MRC
Navigation Programme

1 Capacity building within MRC Bodies, {agencies and other stakeholder groups with the MR€grated
Capacity Building Pgpamme and

1 Steppedup dialoguewith hydropower developers, national line agencies and power sector regulators to
share multidisciplinary data, applied research, analysis and othé&puts from all MRC Programmes
relevant to sustainable hydropower considerations and evaluating the synergies and tradeoffs of
hydropower with development of other sectors of LMB economies, growth and poverty reduction strategies.

Several activities with gh strategic relevance to help MR@diesand Member coatries respond ta¢he
acceleratednterestin hydropower especially the twelv@roposed hydropowerschemes on the LMB mainstream
were undertaken through the Initiative in 2062010. Prominent amontipese include:

1. Strategic environment assessment (SEA) of proposed LMB mainstream schle%kssignificant
initiative of the MRGhat engagd with NMCSsrelevant line agencieand regional stakeholdeia a
participatory proces$eaturingmulti-stakeholeer engagemenand structureddialogue Thiswas
incorporatedin national and regional workshops, information dissemination and site visits.

A From mid2009 the SE/Astarted evaluating theregionaldistribution of development opportunities
and risks othe LMB mainstream schemeghistookinto account the influence of mainstream
dams in Lancanlylekong part of theupperbasin.

A All SEA materiafsr the Inception stage and three subsequetages(i) baseline assessment (i)
impact assessment (opportures and risks)and (ii) avoidance, mitigation and enhancement were
placed on the MRQ@vebsite This helgdto ensure that government, private sector and civil society
stakeholders (their representatives) théull and equal information access.

A The SErovided input to the MRC Basin Development RBBPprocessandthrough dialogue
and analysis offefMRCstakeholdersa better understanding of théull range ofopportunities and
risks ofproposedmainstreamdams,and issuegelate toimplementation ofthe 1995Mekong
Agreementand MRC Procedures, especially the PNfé@Ansideranindividual project, in the
context ofits contribution tothe cumulative impact of all proposed LMBainstreamschemes.

2. Preliminary design guidance (PDG) for proposed LM@nstream hydropower scheme¥ The ISH
coordinated MR@vide preparation of the PDG in 20@809 andrelated dialoguevorkshopswith the
private developers andegulators/line agenciesf MRCMember countriego disseminated the guidance

A ThePDGorought together the body okxistingMRCProgramme work relevant tohe proposed
LMBmainstreamhydropower schemesand offeredguidance on (i) navigation locks (i) fish passage

1% http://www.mrcmekong.org/ish/SEA.htm
1 http://www.mrcmekong.org/ish/desigrguidance.htm
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(iii) sediment transport and management (iv) water quality and aquatic ecology, \gilkdg(safety
of dams.It takes into accountegional andrternationalexperiencern these areas.

A Meetingsand workshopsvith developersmanyfrom the Asia regiomndthe regulatory bodies
responsible foproject MOUshelp tofacilitate timely input of MRC information ito project
preparations studiesinderway In this respectthe regulatoryagenciesesponsible foproject
MOUsreportedly instructed developers to reflect trew / @ui@lance when preparing their project
feasibility and EIA/SIA studies.

A This brought theMRCS guidance on sustainable hydropower considerationagiieely into the
design stages. It also offers the opportunitysistematicallyd 6 SY OK Y NJ] ¢ AY RA @A Rdz €
proposals against accepted international good practice foseghent consideration in MRC PNPCA
processesalongside other MRCS technical inputs requested byNtRCJoint Committee

3. Hydropower sustainability assessment tool developmenthrough the ISHn cooperation with theMRC
Environment ProgrammeEQ work proceeded on development aridalling of hydropower sustainability
assessment toolthat Member Countries can use ptoject and basin / subasin levels

A In 2009 ISHrialled a projectspecific hydropower sustainability assessment tdoé H/dropower
Sustainability Assessment Proto¢8AP). The SAP is being developediléi-stakeholder
international proces$ed by the IHAwhichcaptures accepted international good practice.

A In parallel, through th&CSHD partnership (MRC / WWF / ABBI)e ISHind Efhas been

developing a complementary basivise hydropower sustainability assessmémdl designed for

rapid hydropower sustainability assessment and dialogue among key stakeholders in basins / sub
basinswhere there may be several existing projecr proposed projects, or both.

A These tools arenot only essential tanonitor andmeasure progresm introducing sustainable
hydropower consideration in the Mekong, they also helpamet work on hydropower
sustainability improvements in 2032015 and beyond Theyoffer a clear and focused framework
for structured dialogue, awareness raising and capacity building

4. International sustainabilitylinkage andprofile for the MRC:Through thedSHthe MRChas played a
facilitating and preactive role toihk Mekong hydropower sustainabiliictivities tohydropower
sustainability work proceeding @tternational levels

A TheMRC/ISH hosid the final meeting of the international multakeholder Hydropower
Sustainability Assessment Forum (HSA&)is deeloping the SAih May 2010.

A These processessalengage with Mekong regional stakeholdardhe nongovernment and private
sector who ar@nterested in hydropower sustainability assessment.

A Theseengagemendreinforce the transfer of@gionalandinternationalexperience andbest
practiceand ensure itis captured inSH support to MembeCountries

5. China engagement on hydropower sustainability considerationEhe ISHas beeran important vehicle
for MRCcooperationwith China on hydropower sustaindiby issuegelevant to the LMBandwider
MekongRiver Basiicontext. Initiallinkageon hydropower sustainability themes wepgirsued though
PRC patrticipation in the SEApobposed LMBnainstream damscoordinatedby the ISH

12 ECSHDI Environment criteria for sustainabhydropower development (See also Sectid?i Regional Initiatives)
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A In 2009 a 5point MRGPRQ@ooperation prograr}i3 was agreed with th&€€hinaEcosystenstudy
Commission for International Rivers (ES@IR)ov 2009later authorise by Foreign Affairs

A Under thistechnical visig by the MRGnodellingteam (ISH/IKMP/BDRNd sitevisitsby MRC to the
Lancang Mekong dams in Chimare undertaken in 2010ESCIR alguarticipated in the regionSEA
workshops This multistakeholder dialogue process together with the supporting SEA analysis
helped Chingaina betterperspectiveof LMB issues and concerns

A Theseengagemens, as China notespens important opportunitiegor further MRGChinawork on
hydropower sustainability issugand offersa foundation forISHcooperation in2011-2015*

6. Regional Greater Mekong Sub Region (GMS) sustainably hydropoweadies strengthenedthe ISH has
sought to establish strong links with MRC LMB and GMS regional level initiatives on sustainable
hydropower, notably in response to a number of GMS agreements including those foboarsker
power trade, transboundargnvironment sustainability and other sustainability domains.

A In 2009 ISH established observer status on ADB RETA 6440 working group on GMS regional power
trade and energy sustainability that meets regularly. A document and data exchange agreement
wasput in place forthe MRC SEA and the GMS RETA work.

A Through the RETA process, the ISH hasviay information exchange with the six GMS countries at
a relatively higHevel in theregionalpower sectorplanning/ regulationcommunity. The RETA also
has a core suginability focus, which ISH is advising on (RETAreparation ofTOR folSEA®f the
regional power road map)Atthe same time, the ISH is continuously briefing &egrgy and power
stakeholders on progress withe MRC ISH initiatives, in particullhhe SEA.

A These engagements reinforce cooperation on LMB and GMS hydropower sustainability challenges
and opens new opportunities to link thinking on sustainable development of the regional power
sector to sustainable development of the Mekong Rivelirbasdthe MRC role.

7. Preparations for the MRC Procedures for Prior Notification, Prior Consultation Agreement (PNPCA)
concerning the ISH roléhe MRC is expecting the first notification for consultation component of the
a w/ fQrénal PNPCA procedure, aripated inlate 2010.

A In 2009work undertaken through théSHhelped MRC Countries and regional stakeholders
prepared for thiseventualityby the workpreviously describeah this Section of the document
within the context of the prescribed and expectesle of the MRCS iany PNPCA process

A As previously noted hie ISHoutputsin 20092010collectively enhance thanalysis and information
that MRCS canffer the Joint Committedor consideration ira PNPCA proceslé

A The ISH has also prepared a numbekedf strategic briefings for JC and Council in 20@9uding a
briefingon apotential transboundary mechanism for benefharing

8. Strategic Presence MRC/ISH enhancedThrough ISHbutputs and theregionalmulti-stakeholder
approach usedto deliver trem, the MRGsrecognized as kadingrole-player in LMB hydropower

13 5-Points: (i) Report & data exchange (ii) technical exchange visits between MRCS modelling staff and PRC experts (iii) MRC
site visits to Lancanlglekong projects (iv) ESCIR participation in SEA workshops (vi) researctatonfeg. case studies.

14Ongoing MR@®RC cooperation as noted by the PRC representatives participating in the final SEA workshop in Viet Nam in
June 2010, and in the BDE Regional Stakeholder Forum in Vientiane, July 2010.

'®ike the SEA of LMB mairemum dams and preliminary design guidance (PDG), which together with other material the MRCS
provides including the BDP Scenario analysis will offer a concrete basis for MRC technical advice on the PNPCA atzording to i
role, along with technical reviewnf project specific documents such as the developer prepared feasibility studies and EIA/SIAs.
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sustainabilityconsiderationdy LMB governments, the private sector and civil societis Sgeaks well for
valueadded ISH contribution and profile in 202015.

Key Achievements ¢ from an initiative management perspective :

ThelSH Nationaloordinator networkwas put in place in the NMC&ee Annex 9)

TheTechnical Review Group (TRG) consisting of technical represenfatiresach Member Countryas
establishedand has been funainal sincelune2009 (see Anneb).

ThelSH Advisory Committegas formedin early 2010(See Annex 4).

Substantive mwsscutting workwas pursuedcross a number of ISH outputs workimigh other MRC
ProgrammesNMCs and regional and national staketsskiThe ISH has a good track record.

ISH management documerpseparedinclude:

5-year Project Initiation Note (PIN)

5-year 20112015 Document, this documentthat isderived from the PIN
20092010 Programme Implementation Plan (PIP)

2010 Work Plan

20082011 Work Plan

Monitoring and Evaluation (M&E) Logical Framework

O O OO0 Oo0Oo

Lessons learned from ISH experience to date

2010 is the first full year of ISH operatioBome werall lessons and conclusiorfeom the situation now and
experienceto dateinclude

A The model of thelSH functioning as a cresstting initiative working withand through the MRC

Programmeshas proven to besuccessfyl as envisaged by the MRC Joint Committee and MRCS
management There are areas for improvemeiis noted in theSWOT analysis in Table 1

Several key strategic aimsf the MRCShave been accomplishethrough the ISH. MR@rofile on
sustainable hydropower themes rginforcedin the eyes of MRC stakeholdeasd in the wider GMS
region and internationally There hasbeen regional and internationamedia interest in MRQ &ork
undertaken through the ISFSome output related events also generdteational media coverage (e.g.
SEA Workshops, MRC visit€tonadams dialogue meetings with developers and regulajors

Regonal management systemdor the Initiative are inplace (e.g. the AC, TRG and ISHtional
coordinator network) The TRG especially has been an effective mechanism for collaborative development
of key tools Cooperation with a number of relevant regionaltiatives has been establishe@hebasis
for future cooperationwith regional partnerssreinforced

The siccess to date attractinglevelopment partners for 20112015 is a measure of thewider
international endorsement of the approach and focus of MIRC and dimsto promote sustainable
outcomes in hydropower management and development rather than promoting hydropower

A SWOT Analysis of the ISH (Strengths, weaknesses, opportunitiethesats / risks)

Lessons must reveddoth strengths andveakresses Tablel is aconventional SWO@nalysisusedto summarize
keylessons from ISH implementation experience008-2010 to date It dsoindicates areasof improvementfor
the 20112015 implementatiorperiod. To besuccinct these ardimited to five points oneachSWOT category.
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Tablel: Summary SWOT Analysis of ISH Implementation experience in 22080 to date
Strengths Weaknesses

1 MRGISHroleasWNB 3 A 2y | f platf@nié2 N 1 TheMRChydropower databasés becoming dated
for collaborative developmensharing and Seps forroutine systematic improvement and
disseminating good practidgsaccepted updatingthe databasewvorking with NMCSs and lin

1  Partnership approachdsaveso farprovedto be agencies neeteinforcing
effectiveand fundamentafor cooperationand 1 ISHNationalCoordinatorrolesin NMCSare mostly
stakeholderacceptance limited to administrative mattersnd there are

1  Alrgebody ofmulti-disciplinary MRCS opportunities to expand these;

Programme workas well asegional and 1  Thepracticalrealities of operating the ISH as a
international experiencean bedraw upon crosscutting initiative lead to budgetdebate €.g.

1 Keyhydropower sustainability assessment what programmepays)and much depends othe
(flexible)tools are largelyeady, or soon to be degree ofinternal MRC$oaoperation;
readyfor projectlevel and basirh sub-basin 1  Capacity is uneven in LMB countriesntroduce
applications hydropowersustainability consideratias)

1  Awareness of the valugking steps to advance | § There areimitationsin follow-up to outcomes of
sustainable hydropower consideratioims multi-stakeholder engagementbat ensure all
implementing the 199 Agreementis growing. stakehdder expectations have been met.

Opportunities Risks

A More pro-actively engagavith the emerging 1 Insufficient financial resource to support
RBOs/RBGs Member Countries tailored ttheir implementation of 20142015 outputs

~ needs; 1  ISHstaffing complement inthe MRCS not filled

A Build onexistingwork and cooperaton on the 1 Resistance to mulstakeholder/ partnership
distillationof good practicgregional and approachesor relatedfailure to communicate,

~ internationa) to apply in Member Countries; measure and meet stakeholder expectations

A Buildon relations with/ K A ¥BQIRdand also th¢ ¢ Failureto demonstratehow sustainable outcomes
PRResearchnstitute for Sustainable benefit all stakeholdersesulting for exanple,in

~ Hydropover; lack of cooperatiorof the hydropowerindustryor

A Linkngthe voluntaryinternational hydropower other stakeholders; this coupled with failure to
sustainability assessment protocol (Sidthe reachconsensus on the meaning of sustainable
basin wide sustainability assessments to hydropoweror respect different Viewpoints

~ constantly refresh on emerging good praei Failure to demonstrate how sustainable hydropow

A Demonstrate the relevancandvalueadded outcomesare central to cooperatioimn
nature ofmechanisms likbenefit sharing and implementing the 1995 Mekonggreement
innovative finance in implementing the 1995
Agreement

Further elaboration ofhe risks(threats)for ISH outcomes angpecificoutputs for 2011-2015 areprovided inthe
logical framework analysis in Annex 1.

Looking forward generallythe 20092011 eperience shows that it is possiblfor exampleto use hydropower
sustainability assessmends the project and basin / subasin scaleas a platform foicooperationin the exchange
of experience, shared leaing and digestion of good prate, for confidencebuilding,and for capacity buildingn

a targeted mannerelevarnt to the MRC mission anichplementation of the 1995 Mekong Agreement

Flexible asessment approaches rather than rigid toate neededhat Member Countriescan tailorto their needs
and underpirregionalcooperationin recogrized area®f co-dependence
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1.3 ENERGY AND POWER SECTOR TRENDS IN THE MEKONG

Hydropower is a sulectorof the energy and powesector. ThreeMRC Guntries(Cambodia, Lao PDR and
Vietnam) activelypromote new hydropower development itheir energy sectopolicies anchational Power

Development Plans (PDF}§’) NonethelessbecausemostlargeLMB hydropoweschemes havereexportand
crossborder tradecomponent trends in the energy and power sectdn all LMB countries are relevant to

Mekonghydropowerdecisions; and by extensionrelevant to sustainable hydropowelr.7

The followingreviews keytrendsin MRC MembeCountries Twowider questionsthat often arisein multi-
stakeholderialogue abotthesetrends relate to(i) the expected growth in.MBelectricity demangand (ii) what
demandsupplyalternativescansustainablymeetthat demandg and whatisimplied for the role of hydropower as
a supply optiorin the generation mixfrom a sustainhility perspective

1.3.1 Situation Overview

Over the past few decades, the Mekong region has experienced high rates of economic. gFoath 1993 to
2005, economic growth and electricity demand increased at an average annual rate of about eight peneait, 0
the highest in the world over a sustained peri&é. Access to modern energy rigverthelesauneven across LMB
economies and between urban and rural areas. Many people in ruralparicuirban areas in the wider GMS
region still depend heavily onaditional biomass energy sourcks their householdand on-farm needs.

Commercial rergy importsinto the LMB regioraccount for more than 21 per cent final energy consumptiand
rising.19 The current @pendence ondssil fuelimportsis projected 6 increasesignificantlywith ongoinggrowth
in alleconomicsectors, including th& MBpower sector. 20 Eor Mekong countries with largeonventionalenergy
resourcesendowmentsas compared totheir national needge.g.Lao PDR and Cambodiéth their hydropower
resources) there is strong interest in generating national income from power exjpcttie manner ttat Myanmar
generates national income from its larggrategicnatural gas and oreserves

Several factorsare drivingelectricity demandgrowth in MRC Countrigsas well as the growingnterest in
expandinghe role ofhydropowerin the electricity supply mix.

A Strongelectricitydemand growthnationally

LMBcountries are gradually moving from largely staieminated to mixedmarket economiesTheshift is away
from reliance onsubsistence agriculture to more diversified economies, where industry and services account for

*MRCS participates in the Regional Technical Assistance-@RET)Ainitiative ADB reviemg national power development

plans as part of facilitating regiongower trace and environment sustainability of electricity infrastructure in the GMS.

r Many LMB hydropower schemes, especially in Lao PDR and Cambodia are developed under regulatory systems employing
private sector investment BOT/BOOT models. Exessfinance repaymertf project lending during concession periods.

18 Electricity demand remains highly correlated tdB economic growth as set out in the Energy and Power thematic
assessment in the MRC SEA of mainstream hydropower schemes. Despieeaheglobal economic recession and dip in the

rate of demand growth, high rates of electricity demand growth resumeshity 2010.

19 Energy imports to the region account for more than 21 per cent final energy consumption (2005 figures). Thailarid, one
the largest economies, imports more than 50 per cent of its domestic energy requirements. Cambodia and Lao PDR import all
their commercial fuels. Oil and coal dependency in the GMS is projected to increase in the coming decades, especialy with th
growth of the transport and power sectors sector (ADB 20@®alNational PDPs).

%0 (ADB 2009, ADB RETA 6440 and National PDPs).

17



an increasingly larger share efmploymentand domesticGDP.As part of thigransition, the rapid pace of export
led econanic growth and its implicationdor regionalenergy demangdcomes on top of efforts to improve and
expand electricity access in rural areasd higher levels of householcbnsumptionasaverage familyncomesrise,
amid rapid trends to urbanization arhunderlyingpopulation growth.

A Low levels ofrelativeper capitaelectricityuse

While the rate ofelectricity demandgrowth in the Mekongis high it is growing from a lowper capitalevel
Hectricity utilization in the wider GMS (940 kWh/personjyioy 2008 wastwo thirds of the developing world
averageof 1,221 kwh/yr It is about one tenth of th©ECD averageear 9,000 kwh/year Cambodia, Lao andiet
b | Yge&capita electricity consumption is among the lowest in Asia.

A Clear @ergypovertylinkages Figure 1: UN Human
Development index and
Energy poverty is still a major concern in the wider Mekofigure 1 | Percapita electricity use
shows theglobalUNHuman Development IndexD) againstper capita
electricity u®. Electricity usedvels in LMB countries are well below the
4,000 kwhper capitaannual fgurethe UN shows to reactme inflection
point where HDI is achieve.§. Cambodia56 kwh/yr, Lao PDR87
kwh/yr, Viet Nam 573 kwh/yr and Thailand 1,950 kwh/yr).Many os |
observerssay lack of efficient electricity supply in rural areas impsde " 4 i??ﬁ:.‘:;,%?c
governmer policies towards effective, overall poverty reduction an ‘

In HDI

o

closing the growing income gap between urban and rural pe&éle.

4,000 kwh

A Improvingnationalelectrificationratios

Per capita electricity use

Theproportion of householdswith electricity accessaries between
countries In Thaland, the grid reaches ove®% ofvillagesandelectrification ratios are +95%see Table 2)
Similarly in Viet Nam, theationalelectrification ratio is over 85% presentihough in someural areas it is under
50% Qurrent policy targets are to ech+95% by 2020nainly throughconventionalgrid extension.
Table 2:

In Cambodia and Lao the picture is different. Cambodiblrbanization and Electrification Ratios in the LMB
has 22 isolatedgrid systems working separately on
expensive power generationwith diesel generators Country

Urbanization | Electrification Ratio

1 0,
currently dominating).This has led Cambodito high : Ra'ilo (%) .
electricity taiffs, with consequencenot only for poverty | Cambodia 17% Less than 20%
L : L v
alleviation but als@ barrierfor economic investment. Lao PDR 21% 60%- 2008

Goal 90%2020
Thailard 33% +95%

Cambodi® & LJ2 f Ka@eeall llagesingh electricity|
(by all sourcesnd oftgrid from 2020 and at least 70%
of households grigtonnected by 2030 Lao PDR| Vietnam 27% +85%
increase@ household connections from %6in 1995; to
44%in 2004; and to 6% in 2008 It isreportedly 67% today ThelLao PDR targds to achieve 90% household
connections by 2020nainlythrough expansion of gridvith off-grid supplyin veryisolated areas

21 The Human Development Index (by UNDRjriseasure of poverty. The HDI has steadily improvesbime LMBcountries
nowclassk SR a aYSRAdzY RS@OSt2LIVSyideod Bt odfe @hBd ofitie Hopilakich f L&O2 y 2 YA O
PDR and Cambodia live below the national poverty line
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A Regional and bilateral policies for crdssrder power tradeand electricity grid integration

Energy policies of Mekong countries envisage further developmeniéhydropoweras part ofmeetingtoday®@
growing national power need#creasng crossborder trade andas part oflongterm regional energy integratian
The power trade aspect important for sustainable hydropowebpecause this influences, and largely determines
the scale and pace of hydropower development in the lowekey

At the regional levekll six governments of the Greater Meko8gb Regiosigned an Intergovernmental

Agreement on Power Interconnection and Trad€0®. THsagreementembodiesil KS 206 2S00 A @Sa (2=
with the development of (transission) interconnections between the respective (electricity) networks and

expand capacity and energy trade to provide further opportunities to: (i) enhance the reliability of (power) supply,

(i) coordinate the installation and operation of (electriciggneration and transmission facilities, (iii) reduce

investment and operating costs, and (iv) share in other benefits resulting from the interconnected operations of

i KSA NI &2 sidinfiohdike the grithtegrationin Europe(e.g. Nord Poolind Nath Americaas well as

developing country regions in Africa and Latin Amefit4:

Theregionalaspectbuilds onbilateral agreementso expand crosdorder power tradethat LMBgovernments

have concluded with one anotheiThesebilateral MOUsuthorizethe respective power entities in each country
to negotiate a power purchase agreements (PPAs) for specific hydromaatmiethermalprojects.25 Lao PDRfor
example has signed a MOU wiffihailandfor up to 7,000 MWexport. Lao PDRalsohas power trade greements
with Cambodia and Viet Na(b,000 MW) The MRC formal Dialogue partners Myanmar and China are also
engaged in crosBorder power trade with MRC Membeo@ntries (e.g. China and Viet Nam), much of this based
on hydropowersupply.

A Nationalenergypoliciesand influencef private sector investment

Energy policies dflekong countriegeflect a strong interest in meetintheir development aspirations, in parby
expanding access to energy servieesl maximiing utilization of i K S NJhdidgerys @rergy resourckase,
and using crosborder trade in this manner alsoRegionalenergy securityand supply diversificatiois also an
aspect ofthe power development policies Underlyingenergy securitgoncernsnclude trends towards higher and
more volatile international energy pricesd implications fonationaldebt burdensand longterm tariff stability.

Figure2, illustrates the regulatory frameworthat Lao PDR has establishedregulate public and private sector
investment innew hydropower. The importance for sustainable hydropower outcomes is threefold; firstly, with
NBaAaLISOG G2 GKS fAyl1Fr3IS 060SGsSSy adasSLia Ay GKS ylLiaAz2yl
planning and implementation of procedures and the IWRM objdtve of placing decisions on hydropower
development and managemem a river basin IWRM perspective; secondly, with respect MRC support to Member
counties efforts to introduce good practice sustainable considerations at each step of the regulatory peoaess

#The InterGovernmental Agreement on Regional Power Trade In the Greater MekorBe§iam, signed by Ministers from

the Kingdom of Cambodia, Yunnan Province of the People's Republic of China, Lao People's Democratic Republic, the Union of
Myanmar, the Kingdom of Thailand, and the Socialist Republic of Viet Nam.

= Expert groups including Regional Power Trade Coordination Committee (RPWE@)set up to oversee establishment of

1KS NBIdzA Fi2NES AyadAaddziazylt FyR O2YYSNDAIE FNIYSE2N] @ !
power interconnection master plarwas prepared supported by the ADB. Witldevelopment partners, environment
sustainability has recently become a key aspect of the Road Map

*The DB Regional Technical Assistance (RETA) 6440 "Facilitating Regional Power Trading and Environmentally Sustainable
Developnent of Electricity Infrastructure in the Greater Mekong Sabion (GMS)"Stated aims ar¢o: (i) develop and adopt a

road map for implementing the Regional Power Trade (RPT) and to agree on a regional power interconnection master plan; (ii)
help GMS counmies develop strategic integrated environmental conservation programs; and (iii) extend it to environmental
planning and environmental monitoring of future power projects during their construction and operation.

“The approval of any individual projectigbject to concluding a Power Purchase Agreement (PPA).
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river basin planningas described previously this document

Figure2: Regulatory system for public and private sector
power projects¢ Example ofLao PDR
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1.3.2 Regional @ergy andpower sectortrends

One overarching considerationin sustainable developmenbf the Mekongis to have clearlinks between
sustainabledevelopmentof the Mekong River Basion one handand sustainable development of the regional

power sector on the other While MRC is aiver basinorganization, not an energy planning bodiietstrategic

outlook for the energy and power sectors of the LNi&relevart to the MRO:haIIenge‘ze’ 27

26Adapted fromthe MRC SEA of LMB mainstream dgmsitten contribution of the ISH to the SEA)
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Key trends and outlook

A Overall the Mekong basin is well endowed with energy resources, includisity fieess (nydrocarbons) and
renewable energyRElourcego support electricity generation at different scaleldowever, @ergy
resources are not uniformly distributed among countries. Lao PDR, Viet Nam, Myanmar and Yunnan (PRC),
for example, havaigrificant hydropower potential. Hydrocarbon exploration is ongoirig a number of
countries Thailand and Vielam currentlyuse natural gas reserve®r power. Myanmar hashe major
strategic natural gas and oil resenaasd exports these Viet Nam haghie largest proven coal deposits after
the PRC. The overall picture is while LMB countries do have hydrocarbon energy resources, in many cases
the reserves are not strateg(tong term) and there is competition for their use in otheconomicsectors

A Inthe renewable energy source categptgtal hydropower potential of the Mekong River Basin is
estimated to be 53,000 MW, with about 30,000 MW technically available in the lower Mdkbmdnich
about10% is now utilized) The LMB has other indigenouse&ourcedo support decentralized offjrid
power supply in isolated and rural areasd alsdeed the electrical griés intermittent power sources
Among these sources include biomass, solar, wind and small scale hydra&zo@mtionalrenewable
resouces have longer term potentialhmong these include ofhore wind and ocean sources for LMB
countries with significant coast lines (e.g. tidal, wave and OTEC).

A Amid trends to urbanization, diversification of regional economies and rapid populatiovtigrelectricity
demandis expected taontinue to grow in the LMB. Current trends suggests that annual growth rates in
electricity demand in the LMB will average 8.5 peraer2015 andslow t06.5 percent by 2030, with the
high rate of demand growtmiVietNam figuring prominently. In both 2015 and 2025, energy demand
(GWh) in Vietnam and Thailand combined will represent 96 percent of LMB deffiand.

A There iscontroversyover therole that demandside management will play in futurédigherelectricity
tariffs and DSM/EBpromotion programmesvill gradually influence consuméeehaviour e.g. turning off
lights and appliances when they are not needed and buying energy efficient bulbs and appliances. Except for
GKS SI &ASN YSI &dzNBike edelyy difigiant lightiht ghd powed factoNddriedtian inf
industry, significant penetration of DSidquiresstructural change and replacement of the existing stock of
inefficient appliances and electricity using equipméenall modern sectors of the eaomy.

A Qurrent trends in supply sidefficiencies and demanside efficiencyare therefore expectedto lead topeak
(MW) and energyGWh) savings in LMB countries. WHilis is alwayzcontested29 the consensu®f the
LMB Governmerg, asexpressed irtheir polides, projectionsandnationalPDRisthat the main role of
DSM/ EEwill be to slow the rate oélectricitydemand growthin the short to mediurserm.

A Hydrocarbos (naturalgas, coal and oitpday accourt for about 85%of electricitygenerationin LMBpower
sectors combinedHydrocarbonmportsfor power generationgurrently about22 percenj areset to rise
as Thailand and Vietnam increasingly consabalimports from outside the GM&gion(asdescribedn

" Elaboration of these and related topics is can be found in the Energy and Power Baseline ppperdioe the MRC SEA of
proposed mainstream dams, coordinated by the ISH.

28A(:cording to the BB(RETA 6440, 206810) peak demand in the LMB region will grow from 44,565 MW in 2010 to around
130,000 MW 2025. The picture that emerges is roughly a faliifecrease over the next 20 years. Vietnam and Thailand
O02Y06AYSR NBLINBaSyid d¢c LISNOSyid 2F [a. RSYIFIYRO® hFFAOALFT LINR2S
2.2 in the next 15 years, with an annual increase of peak demand of R|@0@er yearby 2025 (equivalent to 3 new 800 MW
gasfired plants per year). Vietnardemandwill passThailand i@ 2014increasingby a factor of 3.7 in the next 15 years, with

an annual increase of 4,600 MW per yéar2025 (equivalent to 6 new gdised plants per year).

2 The full potential for DSM in Thailand and Viet Nam, especially remain contested on (i) the amount of savings possible (peak
reduction and energy reduction) and (i) uncertainty on whether technical estimates of DSM are achievableyhat
timeframe, and (iii) the extermne-time DSM savings can be relied ugmwer supply planningreliability.
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national PDPs*® On a regional &sis, natural gas supports the largest share of power generation atd8%
the total generation mixbut a decliningshare. Coaffired plants and hydropower share equally another
30% of the supply, and the remaining 12% is mostHireill generation, vaether diesel or bunker. There
arevery smallbut growingshares at present of biomass and wind

A There is a significant renewable ene(@E)Yesource base, to support nemydro RE generation across the
GMS countries from various biomass sources, soldrénd on a sitespecific basis (and small hydro, when
grouped with RE generatorsymaliscale REs are important to pursaad central to the energy policies
and the poverty reduction policies of LMB Counties.

A Thailand has advancedost inpromotion o advanced RE conversion technolodmspower generation
and hasestablishing a system of feed tariffs for RE suppliers to connect to the grithrough large
subsidizesthe target is to derive 11,216 MW fromon-hydro RE sources by 2022, includiraygeneration.
8 Activity with advanced RE conversion technology is moreddriit other LMB countrieghough
developmentpartnersplanto increase support for RE funding in Cambodia, Lao PDR and Viet Nam.

A Strategicallyprospects for RDSM/EE in a gt or oftgrid contextdoes not change the drivers biviB
powerexport and crossborder tradein the short to midterm. The policy statements of LMipvernment
note thatsmaltscale andenewable offgrid power does not compete with, buather complemerts grid
power in extendingelectricityaccess and services to LM8pulations especiallypeoplein remote rural
areas where grid extension is not contemplaiadhe near future Increasingly Rgeneration,including
small hydropowerhave a role to plajn feeding the grid and forming part of the generation mix.

A LMBhydropower andbther REgeneratorshavesignificant potential for GHG reductiam the regional
power sectordue to thecurrent high proportion (85%) of hydrocarbon generation in thiIBsupdy mix
(see also quantification of potential GHG impacts ate the end of 1.4.1 Section)

To bring this back to hydropowemtal LMB hydropower potential represents 134,030 GWh/yr of generafitiis
represents about half (48%) of combined LMB energysamption in 2010df 280,415 GWh/yr). It would
represent about 16% dhe total projected LMBelectricityuseby 2025 frojected to beabout820,500 GWh/yr).

As a matter of scale, the 65,000 GWh/yr of generabgthe twelve proposed LMB mainstream tdgopower
schemes represestabout 23% of 2010 LM@&ectricitydemand. By 2025hat would reduce to about 8%, and by
2030 it would be less than one year of LMB combipegjected electricityoad growth.

% Higher efficiency clean coal technologies will no doubt be of interest in LMB countries due to the high current and expected
future reliance on coalmport. While these technologies imply higher investment and operating costs they can impente
efficiencies and reduce GHG emissions. Thailand has already signalled it may use the new clean coald@erhaolpfuture

coal plant basd on imports.

- Each LMB country is evolving its RE policy, implementation of which is most advanced in Twaigmd R 2 LJG SR + wmpmé S| N
Alternative Energy Development Plan (AEDP) in January ZBBRAEDRImSs to reach a target of 20% alternative / renewable
energy in the total national energy mix by 20@2dadvance use of higéfficiency energy technologies. For thensr sector,

the target is to derive 11,216 MW fronon-hydro RE sources by 2022or the required subsidy, #ne are plans to establish a

fund that all large and neRE generators will pay intir retain the current adebn tariff charge on consumer bills Viet Nam,

the updated Power Development Plan (PDP) prepane2D09 anticipates that electric generation from RE sources may reach
2,400 MW by 2025r close to 3% of installed capacity by that time.
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1.4 CURRENT HYDROPOWER STATUS THE LOWER MEKONG

The Mekong region has considerable hydroelectric potential at all sedtesn largerscaleschemes of up to 2,000
MW installed capacityor more, to small, mini andnicro-scale hydropower for decentralized gridsdisolated
supplydown to the household leve Sightly over 10 percent (3,235 MW) of théBestimatedlarge-scale
hydroelectric potential 080,000 MWis now utilizedon Mekong tributaries Most ofthisisfrom projects

completedin the past two decade$?
A further 3,209 MW are currently undeonstructionon LMB tributary systems

Asignificantshift of recent is the active consideratiarp to 12mainstreamhydropowerschemesn Lao, Lag
Thailand and Cambodian reaches of the mainstre@ihesehave a potential installed capacity of up 14,000vM
and generate up to 6800 GWh/yr Forcomparisorpurpose thisamount ofenergy generatioiis equivalent to

slightly mae than 10 Nam Theun 2 schem@s.

Chinais activelyproceeding witha series of medium ankligh-dam storageprojectsin the Upper Mekagbasin
(UMB),on the LancangMekongmainstream.34 Of thesevenUMBmainstreamprojectsthat arein operation,
under constructioror activelyplannedin Yunnanthe two major storageschemegXiaowan and Nozahajlare
expected to operational by 2015. adivan (which was visited by MRCS in June 20$O)1pounding.35 Itis
expected to be operationadhter in2010-11.

1.4.1 Existing and potenal hydropower in the LMB

The following data offers further perspective o existing and potential LMB hydropower. €8e data are helpful to
dimension theacceleratedpace of LMB hydropower developmeas well asthe nature of the challenge in
introducingsustainable hydropower considerations in a dynamic situation

A LMB hydropower potential and the MRC Hydropower Dagse

The MRC hydropower databag®HDB)includes all hydropower projects above 10 MWthat MRC Member
countrieshaveincluded in planning documentsubmitted to MRC The databaseéncludesall operatioral, planned,
under construction and proposed projects. To date 135 hydropower schemesare identified, including multi-
purpose projects with a hydropower componen©Of these 3&rojectsare now in operation or undesonstruction
as compared to 15 projects in operation in 2000

Table3 shows the stats of these projectsin eachMRC Member Country

32 Lao PDR and Cambodia are pursuing a projectsy BDO/BOOT models through private sector participation. MOUs have
been signed with developers to prepare feasibility and EIA/SIA studies, as required under national regulatory systdmas. All
large projects are expoutriented , where a portion of thg@roject outputs is reserved to supply the domestic grid, and the
larger portion exported. Concession periods are typically of 25 years or more.

BNT2 s 1,070negawatt. About 93% of the electricity generated by the plant (5960 GWh) is exported to dHaijas4 GWh)
#While Developers proposals for dams in the lower Mekong mainstream have not been finalized, generally they would vary in
head between 6 m or more to 380 m. The eight dams completed or under construction upstream in China vary from 67 m to
248 m head (for Jinghong and Xiaowan respectively).

% The site was visited by a MRC delegation in June 2010. There was also a visit to the Jinhong project currently-thedowest
in the Lancangekong cascade. Jinhong is of interest as it is perforitiegdaily / weekly regulation function. The visit was
organized through the ISH and MRC was the first official international visitabea facility.
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Table3: Status of Hydropower Projects in the LMB (MRC Hydropower Dasz)
Project Status
Country Parameter
In Under Under
Operation | Construction | License Planned Total
Cambodia | Number ofProjects 1 0 0 13 14
InstalledCapacity (MW) 1 0 0 5,589 5,590
Annual Energ@eneration(GWh) 3 0 0 27,125 27,128
Investment (Million US$ 2008) 7 0 0 18,575 18,582
Laos Number of Projects 10 8 22 60 100
Installed Capacity (MW) 662 2,558 4,126 13,561 20,907
Annual Energy Generation (GWh) 3,356 11,390 20,308 59,502 94,556
Investment (Million US$ 2008) 1,020 3,256 8,560 26,997 39,833
Thailand | Number of Projects 7 0 0 0 7
Installed Capacity (MW) 745 0 0 0 745
Annual Energy Generation (GWh) 532 0 0 0 532
Investment (Million US$ 2008) 1,940 0 0 0 1,940
Vietham Number of Projects 7 5 1 1 14
Installed Capacity (MW) 1,204 1,016 250 49 2,519
Annual Energy Generation (GWh) 5,954 4,623 1,056 181 11,814
Investment (Million US$ 2008) 1,435 1,312 381 97 3,225
All Number of Projects 25 13 23 74 135
Countries | Installed Capacity (MW) 2,612 3,574 4,376 19,199 29,761
Annual Energy Generation (GWh) 9,845 16,013 21,364 86,808 134,030
Investment (Million US$ 2008) 4,402 4,568 8,941 45,669 63,580
Source: ADB RETA 6440, December 2088e orupdating nationaPower Development Pla(RDPs)andthe MRCS
Hydropower Dathase December 2008 update.

A Share of lydropower in each LMB Country

As shown in Table, 8f all projects in theMRC databasemore than 4 per cent aren Lao PDRnd 10 percent are
in Cambodiand Viet Nam eachThailandis not planning any moreMBtributary projects however, two of the
12 proposedmainstreamschemes would straddle the Lddailand border, amely Ban Khoum andakChom In
respect to the share of thelectricitygeneration mixof each country hydropoweris thelargestpercentageshare
In Loa PDRover95%)and Vietnam gbout40% thougha declining shane Cambodia and Thailand are mostly
reliant of fossil fel generation InCambodi& éase, it is alimported from the internationalenergymarkets

A Hydropower inii KS aBBPSCehaio Assessmerst

As part of the MRQ Basin Development Plaprocessthe BDR2 offers a set ofbasinwide development scenarios
to represent different levels and combinationspdtential sectordevelopmentin the basin including hydropower

36 Table4 shows thetotal number of hydropower projects anthe associatedotal reservoirstorage capacit (in

% The BDP scenarios are to help MRC Countries consider the full range of development synergieseanft teadong the
different waterrelated sectors, such as irrigation and hydropower synergies and hydropower and fisheries tradeoffs, and with
the wide range of resource management, environment and social considerations.
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BCM)containedin the main BDPscenarios Table 4focuseson the LMBtributary schemesand Lancand/iekong
projects

Table4: BDP Scenarios, numbers of LMB hydropower projects and total storage

Storage/ Regulation

Number of (BCM) %OT\/II\ngr(\()ng
BDPScenario Tributary UMB Annual
Hydropower Runoff
Projects LMB Tributaries mainstream (MAR)

(seasonal to daily) (seasonal)

Baseline situation (2000 establishing the
reference situation as regards hydrological, 15 9.6 2.6 2.4%
economic, environmental and social conditio

Definite future situation (2015)¢ looking at
developments expectelly 2015 (le. existing, 41 237 23 9.2%
under construction or committed)

Probablefuture situation (2030)¢ looking at
country plandor development in the next 20
years through to 203Qyith and without11
mainstream dams and variants on these

71 46 23 14.2%

Source: Adapted from BDP

The percentage of MARfersto the 505 BCM or 5 cubkilometresis the annual Mekong runoff.
The 12 proposed LMBhainstreamschemes would LMB Mainstreamhstnes combined would add 3.1 BQ
storage (daily +) equivalent to 0.6 % of mean annuadff (MAR).

Table 4 also illustrates the accelerationof interest in LMB hydropower schemes by 2030 up to 71 large
hydropower projectamay be operatingpn LMBtributaries It is expected that the-3river basirs (Sekong, Sesan
and Sre Pok Rivers)asied between three LMB countrieikely sendingpower to all fourLMB countries)would
contain more than halbf the LMB projects Nine of the potential 45 3-S hydropwer projects identified in

national studieswere operatingn 2010and a firther nine were underconstruction 37

A Economic spply curvedor remaining LMBhydropower potential

The MRCS hasalysison the relative economics of hydropower schemes ia tMB. In the alternativeanalysis of
the SEA oproposedLMBmainstream damsa set ofeconomicsupply curvedor LMB hydropower resourcesere

prepared.38 Thesedatashowthat:

A Total potential LMB hydropowergeneration capacity 434,030 GWh/yearequivalent to the energy
generationof about 20.3NamTheun 2NT2)projectsin Lao PDRexporting to Thailand®®

37 MRCSADB Joint study of the-S Bsinhttp://reta.3sbasin.org/
% These alone do not represent the full picture that must incorporate the impacts across also sectors, livelihoods and nutritio
and poverty. See SEA of mainstream dams energy andmpoaseline assessment theme papertiee alternatives analysis.
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A Remaining hydropowetMBpotential is105,000 GWh/ year(equivalent toabout17.7NT23;

A Within remainingthe LMB hydropower potentialamount, tributary projectsare 40,000 GWH year
(equivalent toabout6.7NT29, and

A LMB mainstreanschemedave a potential of 65,000 GWh per year (about 11 NT2s)

Figure 3 illustrates the remaining LMB hydropower together with projected incremetal LMB power damand
between 20162025. This shows the amount of energy that may be supplied by tributary hydropower alone and in
combination with mainstream projects, plus the relative power system econwati@tion

Figure3: Economic supply curves faremainingLMB Hydropower
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In Figure 3, the incremental annual electricity demand is shown on the horizontal axis (using dashed arrows). This
shows projected demand for each LMB country in TWh (Cambodia and Loa PDR are less than 10hTWh eac
Thailand is 140 TWH and Viet Nam is 250 TWh, with the LMB total 500°TWhg. vertical axis indicates the
expected cost of that power. This is expressed in $US per MWh generated using data from the MRC HDB. The solid
lines in the graph (coloured pirdnd blue) are the economic supply curves for remaining LMB hydropower.

% As noted, NT2 4,070 megawats installed capacityAbout 93% of the electricity generated by the plgb860 GWh) is

exported to Thailan@5,354 GWhand 7% of electricity produced wouldke available fot.ao PDR grid supply

“*The individual Power Development Plans (PDPs) for GMS countries reviewed in the ADB RETA 6440 only provide load
forecasts to 2025. In this figure the height of each dashed arrow represents the energy tosttérnative thermal energy
generationin each country(from the country mix of neural gas, coal and oil expected by 20%) alternative energy cost in

Viet Nam and Thailand is much lower than in Cambodia and.LEas measure ($/MWH) is an indication bétlimit where
hydropowerin Laos and Cambodia could competitively exportach countrypower market.
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Theseanalysishelp MRQCountriesrespord to frequently askedjuestiors about the relative amount of energy in
LMB tributary versus mainstream schemesand how attractive they are from a power system economics
perspective

A Otherregional scalesustainability parameters

Severabther indicatorscanoffer a senseof the linkagesbetween sustainable development of the regional power
sector, and sustainable development of the Mekong RiBasin.

Among these include

A Climate change mitigationcontribution: This is interms of the contribuion of LMB hydropoweto
reduction ofgreenhouse gas emissions (GHGhe regional power sector

It is estimatedthat hydropower contained in th8DP 20year Probable Future Scenario (Pw8yld lead
to a reduction ofsome 42 million tonnes of CQ emissionsper year by 2030 through displacement of
fossil fuel generationn Thailand, Viet Nam and to a lesser extent in Cambotfiall LMB mainstream
damswere to proceedthis amount would increaseto 94 million tonnes C@emissions per year The
emissions of GHG frorie reservoirs of alLMB hydropower schemes combined is estimated to be 13

million tonnes of Cetones of carbonand needs to beubtracted 4

Therefoe the net GHG reduction potential is significanfto place that irperspective 94 million tones/
CO2 annually is equivalent to abd8 million tonnes of coafired generatiora year

A Adaptation to dimate change Hydropower and irrigation reservoirscould potentiallyplay a role in
helping Member countries bettemdapt to extreme events lfoth drought and flood management)
dimate scientistsexpected extreme events will be ore frequent and intense as time goes.ofhe
adaptation requires pro-active measuresto optimize the managment of individual hydropower
reservoirs as well as mulieservoiroptimization while givingappropriate priorityfor these rolesover
electricity generation when necessary A regional perspectiveof cooperationand cedependenceis
needed to do this.It should be ecognied also hat proposedLMB tributary hydropoweschemesmay
representdaily-to-seasonal storage afp to 43 BCMby 2030 Dams in the Lancanljlekongreach in
Chinawill represent 23BCMby 2015 Combined,all Mekongdams wouldrepresent about 15% of the
Mekong mean annual runff of about 5 cubidkilometresof water (see Table 4)

A Regional employment and job diversification The BDP Probable Future Scenario (without LMB
mainstreamschemes) impés capital investments of some 15 $US billion USD in hydropower over the
next 20 yearsand afurther $US 25 billion if all LMB mainstream schemes wdoego ahead How this
level of capital investment is translated injobs inLMB coumtries andwider GMS and demonstrated
links to national poverty reduction strategiespart of the widehydropowersustainabilitychallenge

All the aboveconsiderations need to be balanced with the full range of cumulative and transboundary impacts in
the MekongRiverbasin andsynergiesaand tradeoffs with each development sectamd thedistribution effects

Map Figured showsthe location ofall the 135existing and potentiahydropowersitesin the LMBthat are
contained in the MRC Hydropower Datdeat the end of 2009

41 Analysis provided in the Energy and Power Baseline Paper of the MRELSEAMainstream schemes.
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Figure 4: MRC Hydropower Data Base

Ere

1882127

1407406

Icnmu,;

2650 67972

1

Existing, Under Construction and Planned/Proposed Hydropower
Projects in the Lower Mekong Basin, September 2008

Mai

Gulf of
Thailand

Khen Mam Khan/[\"

NamNguvﬁA
£
Naum 48,
Na&Feﬁ{ 2@ il i d
() Nam P: mﬁgﬁ:&s‘ana Gulf of
Na lam Ngum 3. @Nam San 381, Tonkin

amUk2 f?am Ngum2 /
~@hamLi

2356848

lam Sa

lam Mang 1 (,‘ﬁ?@mﬂ;un 4

lam Ngiep-regufating dam
s ‘*Eam heunt

NamNgiep

i
.“a'“ "g“ﬂ'ak Teuk

o
Nnkhnv Phanom

it

1882127

1 L Nampuﬁg
®

ou
mkeng2 (
NamKong1 ong 34 3 S
@ ko e va
{ \ Prek Ll
Prek Liang 1) S¢/S@ayvai |/
r'Se San San3A

jSe San 4

cnumz San 447

o &

b

*.Lower SrePok4_ )
’ Sre Pok4 1|

Sre Pok 31\
\ Dray Hiinh 1

Dray Hiinhi 2.
)\/" &,

‘guon Kuop,
Buon Tua sm}
i /)(/uygnr

Mekong River Commissi i |
L
exong Kiver Commission ™
Legend Sy Chi Minh Cifty |
[ Inundated reservior area deineated 2y
@  Finesoam " based on designed max. water supply level > 1
@  0am under Construction L A
@ cxinoom Map ornation P
i i
——— Lower Mekong Basin Boundary  {)oir meter Tr
—— Sub-area boundary System: UTM, Zone 48 %
——— Main Mekong Tributaries Spheroid Everest Vinh
e Mekong Mainstream Datum: Indian 1960
Sources : Cambodia : Hydropower Directorate, MIME
[ cambodia Lao PDR : Department of Electricity, MEM
Thailand : EGAT e
[ taopor Vietnam © EVN
Prepared by map a0 iarms o respanaiRy and Kty for o expanees, losses, damages and
[ haitana BOP and TSD, August 2006, Updated September 2008, = S v it o
Email: mrcs@mrcmekong.org =
[ Vietnam Web site: http:/iwww.mrcmekong.org
Lakes and Reseivows Map Seale 1 : 1.400.000 g e el s of anycourt; o,y ‘authorites. or |
I 1stand in the River 0 20 40 80 120 160 2
<" mmﬂmw;m however atered, vedom-mal&!v\l’wﬁ snll\beulrn
Sea Kilometers KAANDSR QNS R e R 3
e — — T — = — — — — — — &
Agss2 26519 67972 3

28



1.4.2 National, Regionaland Internationallnitiatives

Severalactivenational and regional initiativeare directly relevart to sustainable hydropoweMRQ @gional role
and ISH Outcomes and tpuits for 20112015 42

A. National initiativesrelevant to Mekongsustainable hydropower

p

Hydropowersustainabilitypolicies

A In the pastdecadeall LMBcountrieshaveincorporatedsustainabledevelopment of the power sectdn
their body ofenergylawsand policiesexpressedargelyaspolicy aspirationsTherefore addressing the
gap betweerthe newpolicy andactualpractice is an acknowledged concern.

A SomeLMB countries such asLao PDR ha& now preparedan explicit policyfor the promotion of
sustanable hydropowerthough it is limited in detailand

A The theme of sustainable hydropowenore broadlyis embodied in the 1995 Mekong Agreement
between all MembeCountries Thelnitiative on Sustainable Hydropower was endorsed by the MRC Joint
Committee, which reaffirmed commitmentoof Member Countriedo take a comprehensive, stepise
approachto hydropower sustainability, as set out in the 262811 ISHvork plan

A Natural Resource Management sectors

Theland, water and othematural resource managemenstrategiesof LMB countriesare central to the aim of
pladng decisions about hydropowemanagement and developmerih a river basinperspective A primary
institutional vehicleto do the necessargrosssectorintegration, apart from the MRC at the regial level, arethe
river basinorganizations (RBOg)nd river basin committees (RBC#)at are nowprescribedin the laws of Lao
PDR, Thailand and Viet Nairhe ISHaccordinglyhasplaced emphasisin 20092010 on developing aapid, but
robust and flexik# river basin hydropower sustainability assessment tool for this resedito assist the RBC/RBOs
in their mandate

The MRC Member Countrigeore broadly aim to manage their river basins according tioeir environmental
protection laws and with due referee to MRGgreements and procedures. iBlbuilds onexistingenvironmental
monitoring and assessment and use environmental management.tddie capacity and experience in application
of these tools vdesbetween countries There iigher capacity inffailand and Vietnanfor these toolsincludng
strategic environmental assessments (SEA) in their EIA legisladioyet applied in Cambodia and Lao PDR.

A Otherdevelopmentsectors

Other development sectors are directly relevanto sustainable hydropoer by virtue of the development
synergies andlevelopmenttradeoffswith hydropower Theseneed to beexplicitlytaken into accountespecially
fisheries irrigated agriculturenavigationand tourism and to a lesser extent sectors such as water supflgme
concerns are projeespecific while other concerns are related teumulativeand transboundaryimpacts The
sector linkagesre recognizedn MRC Programmeork, and through theBDPintegration process In this respect,
the ISH supportghe crosssector integration, for example, inthe preparation of the MRC Preliminary Design
Guidance of proposed mainstream danms 2009 sections ofwhich in the first version werenavigation, fish
passage, sediment management, water quality management and theysaffdamdinked also to climate change

42 It is important to note also that hydropower dgsi and management practicés the LMB and worldvide are not static.
They evolvas policymakers to practioners and stakeholders address contemporary concerns and adopt new thinking.
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A Crosscutting sectorsand policythemes

Theenvironmentsectorhas fundamental relevanc® the environment sustainabilitgimension of hydropower
Legislation in alLMBcountries requires projeespecificEIAs/SIAsand environment management plans for impact
avoidance, mitigation and management duriegnstruction and operation phase There are acknowledged
limitations and weaknesseis use ofthese tools such as where there is no baseline datavery narow and
limited baseline datdo predictimpacts and mitigation / enhancement needsse oftools relevant to sustainable
hydropower, such as environmental flows assessmersteting to beseen in Thailandandto a lesser extent in
other countries but mostlyin connection with specific studiegather thanbeinga tool routinely usedas part of a
water allocation schemeor for other practicaluses such asonnectingto water quality, fish productivity or linking
the management of hydropowe(water quarity and quality releases timing and duration, etc.}o wetland
management plansin this regardthe Mekongwetlands are highly sensitive to water quality and quality changes.

There are many opportunities to build on emerging experiet@wenake crossector linkagesFor example, these

of environmental standards was recently embedded in the environmental legislation in Cambodia and Lao PDR.
This has supported the transboundary collaboration with MRC, such as maintain good/acceptable water quality in
the LMB through the Procedures for Water Quality (PWQ). All four Member Countries have established
environmental monitoring systems that routinely provide information for environmental management and
protection relevant tosustainablenydropowerconsideraions

The policies and programmes in theocial/sociceconomicsectorssimilarly have fundamentaielevanceto the
social sustainability dimension bfydropower Resettlementand livelihood restoratiorfor both resettled people
and the resettlenent host communityis amajor concern but thisit is aless a direct responsibility of the MRGd
its regionalrole, exceptfor the cumulative and transboundary aspects

The mainregionallevel concernsgelate to theimpacts on Mekondjvelihoods, which arederived fromecosystem
servicesthat are transformed by hydropower primarily fishing, recession and flood plain agriculturghis
recognizeghat many Mekongcommunitiesliving along themainstreamand tributary systemsoday dependon
ecosystem seticesfor their livelihoods, culture and social valuesThe impact othe resource transformations of
hydropower onthe poverty alleviationstrategiesof Member Countries(both positive and negativahus is a key
consideration. Consequently, onemphass in ISHoutputs is to help raise awarenessof the role that benefit
sharing can play and start dialogue on the ways and mearisttoduce policies and mechanisms for benefit
sharing from local to nationalevelsand regional levels Here it is importah for example, to see that benefits
from hydropower (revenues) that accrue at the national level are equitably distributed to those communities who
may give up land or resource access in order for the regional and national benefits to be realized.

Climate change mitigation and adaptations one example of new themew be explicitlyfactored into sustainable

hydropower considerations the Mekong as discussed in Section 1.4Hor this the ISH maintains linkage to the
MRClnitiative on Qimate Change Adaptation It alsomaintainsl  a ¢ G§ OKA Yy 3 0 NRA@nerging@itf 2 LILI2 NI
carbon financingthough not as a means to promote hydropower, rather as a potential way to mobilize innovative
financing to fund sustainability componentsPayments fromthe revenue stream generated by hydropower,

payment for ecological services (PES) and carbon finance all can play afuoldirig catchment managementas

well as national and transboundary mitigatiand benefit sharing Experience with these approackés growingin

other regions of the world and in the Asia, Latin America and Africa developing country context in particular.

b. Regional initiativesn the Mekong
A number of Mekongregionalinitiatives have direct relevanc®éRQ gole in advancing susinable hydropower

considerationsin the LMB and ISH Outcomes in 20115 Theseinitiatives are often part of larger regional
developmentprogrammesof regional bodiedike the ASEANandthe ADB supported Greater Mekong SRbgion
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(GMS)initiative, as well asregionalprogrammes ofinternational NGOssuch asUCN the World Wide Fund for

Nature (WWF)the M-Power Research Netwodnd the CGIAR Challenge Program on Water and Food (CRWF)

43
only name a few.

Among themost active engagementwith MRCsustainable hydropowelactivitiesin 20092010, where further
expansion ofegionalcooperatingwith ISHin 20112015 is envisagedhclude:

A Greater Mekong SuiRegion (GMS) ctivities

The GMS regional link covers a number of regional anetesgibnal infratructure investment areas that started in

GKS mMoppnQas yR 2F NBOSyiGz KI @S |Gherdekatinkiabive o intordad G | A y I 0 .
MRC and Member thinkingn the longterm linkage of sustainable development of the Mekong RivesirBto

sustainable development of the regional power seat@s the formulation of a GMS Sustainable Energy Strategy

in 20082009 That multistakeholderexerciseprovided on overall perspectiven the issues andptions for

. . 4
acceleratindow-carbon energywystems based oregionalrenewable energy source®

Another example of regional integration, wasthe GMSSummit in 2002 the GMScountries endorsed and then
signed the Intergovernmental Agreement on Regional Power Tiratlee GMSIGA) later ratified in 2005 at the
second GMS summit.

More recently, as follovwup to support implementation of the IGA, the ADB RETA 6440 initiative, "Facilitating
Regional Power Trading and Environmentally Sustainable Electricity Infrastructure in the GMS" is wiapartic
importance to sustainable hydropower considerationspart from its direct objectiveshe RETA process and its
follow-up offers a basis tgracticallylink sustainabledevelopmentof the regional power sector tthe Mekong

river basin, usingechniques such astrategic Environment Assessment&s notedearlier in this documentthe

MRC Member Countries and MRCS parti@patthe RETA processds this, he ISHis continuously briefing key
stakeholdersn the regional power sectoon the progressbeing madewith MRC ISH initiativefer the purposes of
awareness raisinglata exchange ankhying foundations fofuture cooperation

The WWF Greater Mekong Programmis an example of a regional level NGO initiative that links to sustainable
hydropower considerations. The WWF wgorking to conservebiologically diverse anthreatened forests and
rivers within the Grater Mekong region @ambodia, La®DR Myanmar, Thailand, Vidtlam and China WWF
works in four eceregions in the GreateMekong area the dry forests, the Annamites, thkayah Karen and
Tenasserim and the Mekong Riweith stated objectivesto: i) promote sustainable hydropower in the lower
Mekong River basijni) support protected area managers and communities to help maintain and préoeest and
freshwater habitatsiiii) develop responses to threats posed by climate changeensure conservation of viable
populations of flagship specieand v) epacitybuilding to create the next generation of environmental leaders
Clear links bateen hydropower operation and wetland management plans are one area to explore with WWF in
future. The WWF is a key partner in the EC8h#Disdeliveredthrough MRCasnoted below

A Environmentconsiderations for sustainable hydropower developme&G8&D- ADB,MRC,WWF)

The ECSHD & partnership platform between MRC, WWF and ADB centrally relevaad¥ancingMekong

sustainable hydropoweand the tools to do thE | & A GQ&a yI YS, theYBAOSHDS@rm{hasy OS H n
supported activities tosurvey, develop andadapthydropowersustainability toolsand other thematic analysis and

dialogue facilitation, suited to the Mekong situation and MRC rdlee MRCwork under theECSHD is managed

43 Universities and research institutions, such as the Asian Instiéit#echnology (AIT), the World Fish Centre and the
International Water Management Institute (IWMI) also have regional involvement in the Mekong River Basin concerned with a
range of interrelated issues for transboundary governance and sustainable dewstophat have implications for opinion

about and practices in sustainable hydropower.

“ ADB, 2009, Building a Sustainable Energy Future, The Greater Mekong Subregion
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and implementedby ISH irclosecooperation with the MRC Enginment Programmestaff. The nitial work has
focusedon evaluation,develogment, trialling hydropower sustainability assessment tools at the projevel (the
SAP, as discussed in a minudad the rapid sustainability assessment tool at gw-basin levels (RSAT, sethe
discussion of RSAT Sction 1.5).

The MRC Programmedso have linkages tanany regionalinitiatives through which the ISH (as a crassting
initiative) can expand cooperation on themesdevantto sustainable hydropower.

In addtion to these regional forums, there are interactions wighw/ Q& F 2 NI I € 5 (ChifazaAdlzS t I NJi
Myanmar).China through €osystem Study Commissifor InternationalRvers(ESCIR)as an explicit mandate for

Mekong related cooperatioron themes relged to sustainable hydropower using a crazgting approach As

noted in Sectiorl.2,the ISH has coordinatethe MRQ gery fruitful initial cooperation with ESCIR including data
exchange,MRC site visits to dams in the Lancdngkong and the SEA of ppmsed mainstream dams &

encompasses the influence of dams in the Landdefgong on the LMB development opportunities and risks

Chinain 2009 alseset upa National ResearcRentrefor Sustainable Hydropower DevelopmgiNRCSHDOhat is
basedBeijingand operatesunder the Chindnstitute of Water Resources and Hydropower Research (|Vﬁ‘l?m2m.e

bw/ {15 LINRPOBARSE | agAyR2g6¢ 2y tinkshtiordRpgliayink Priddtice felbvard 2 R& 2 N.
to sustainable hydropower in China. This isificant also considerinthat China has almost half the wofddtal

of just under 50,000 large dams (dams above 15m in hefgbgthe number of Chineseompaniesnow activein

the LMBhydropower scene amvestors, developers and operator$lodes ofcooperation between the MRC ISH

and the NRCSHUill be explored with ESCIR in the 2201 5under thelSHoutputs.

C. International initiatives ¢ relevant to sustainable hydropowethinking in the Mekong

Sustainablénfrastructuredevelopment and managemeilis a major theme in internationavork today, and there
is considerable evolving experience to dram

A ASEAMNupport on tansbounday water management

The JapafASEAN Integrated Fund has been supporting the MRC and MeDthgrtriesin carrying out searal
activitiesrelevant to sistainablewater infrastructurein the Mekong region.TheASEANund cofinanced theMRC

start-up of the ISHunder theLINR 2 SO0 Sy A df SR aLYyAGAIET !'ylLtéara 2F GKS
Basin (LMB) inrelayp (2 / dzYdzt | G§A @S ¢ NFhigsugpértdaguRet dhBSH outpuifoOraising @
awarenessabout sustainability issues withMBhydropowerand the consultativeregionalprocesses to formulate

the ISH in 2002009 Other aspects of the ASEAN supgorthe MRC through the ISH includedtputs providing

hydropower projectdata updates and analysis and capacity building to enable Merlmemtriesto better

address transboundary issues and projects with bagde impacts in multstakeholder processes.

A International Hydropower AssociatiofiIHA) on sustainability Assessments

A particular focusin the work of this international body sinc2004 has beendevelopment a voluntary
international Sustainability Assessment Proto¢8IAP for Hydropower46 Thecurrent work on the SARs being

45Among the objectives set forthe NRCSHDare to promote the theoretical research for sasnable development of
hydropower, improve the technologies of environmdriendly hydropower construction, strengthen the research on
ecological and environmental protection of hydropower, and achieve the target of orderly development of hydropowher on t
basis of ecological protectiohttp://www.iwhr.com/english/newsview.asp?News|D=21174

“*The IHA was formed under the auspices of UNESCO in 1995 as a forum to promote and disgeminatactice and further
knowledge about hydropower The IHA representing the hydropower sedmrussed in particular on electricity generation,
water management, and related industries has members in more than 80 countries drawn from organisatiomi\addals in
industry, international organisations, governments, scientific and academic institutions, and civil society.

32


http://www.iwhr.com/english/newsview.asp?NewsID=21174

carried outsine 2008 by the multi-stakeholder Hydropower Sustainability Assessment Forum (HSA&jer
completing its ninth meeting in May 2010 in Vientiane, Lao PDR, hosted by RttMe Forum members have
convened twomore timesto revise and reach agreements on final amendments to théest version of the
Protocol Earlier versions of th8ARwere discusseavith LMB Member Countrieisi workshg sessions sponsored
by the MRCcoordinatedby ISH with Efin ISHTRG metings) It is expectedhat the international SAPwould be
ready at the end of 201@nd will be backed by certification and training programmesbe developed in 20:1
2012 A key consideration going forward is the use of the voluntary pregpecific SR in conjunction with the
a S1 2y 3 0 2 Nl kasin hpdropoivef sustalpability assessment tool developed under the ECSHD.

A Experience sharing witfiransboundary Rivers in Developing Countries

In 2010 ISH is coordinatirgMRC visit to théa PlataRiver Basin inLatin Americathe fifth largest river basin in

the world shared by five countries Argentina, Bolivia, Brazil, Paraguay, and Uru@iigyvisits are planned to

enable MRC Countries to see fiteind how issues such as fisheries, navigatiegjonal and nationaio-local

benefit sharing and participatory watershed management are handled with largatiainal projects in the La

Plata Basin that have transboundary impadctsfurtheraim of the technicakxchangewith La Plata Basin countries

is to havewide-ranging discussion otihe governance challenges that each regidfekong and La Pla}dace in

transbourdary water resource cooperation and the approachbgy havetaken in the developing country

context’” This offers MRC the opportunity2t Ay F2NX I ff& RN} g 2y [FGAY | YSNA
perspectives and advice in relationdarrent Mekong challengesspecially with LMBainstreamproposals

In additionto the above, the MRC through thiSH maintaindinks to a number ofestablished practitioner
networks at the international leverelevant to distil emerging good practice. Among these include interactions
with the International Commission on Large Dat@JL[pand hydropower industry forumiseld in Asia focusing

on Asian chénges and experience sharin§IRCS presentations in these Forums s¢oveise awareness among
the regional industry actors of the priority the Mekong places on sustainable outcomes in hydropower
development and managemenand alsothe MRCOeadingregional rolein this regard Theseexchanges alsbave
very practical relevance, for examplthe ICOLDOechnical bulletinsare one basis forthe MRCPreliminaryDesign
CGuidance concerning the safety of damidRCalso has the opportunity to comment on andfinence industry
guidelined COLD is prepariran the integration ofhydropower and river basiplanning

1.5 TOWARD A LONG -TERM VISION FOR MEKONG SUSTAINABLE HYDROPOWER

The long term vision fosustainablenydropowerof the ISHderives from the vision forsustainable development of
the MekongRiver Basinin the MRC Strategic Plan (262015) the MRCState of the Basin Repof2010),and as
embodied in the 1995 Mekong Agreement.

In all this it is generally acknowledged that a shared vision is needed emrdle that water infrastructure will play

in striking a balance betweethe protection and developmenbf water resources in the MekongSynergies and
tradeoffs between hydropower and other development sectthat rely on Mekong water and related natura
resources must be made explicit, and centrally, the implications for Mekong riverine livelihoods and poverty
alleviationmust be clear It is also important how this links tthe national strategies of LMB governments for
overallsustainable developmerdf the power sector.

“In dialogue with Board Members of-bational hydropower organizations (ltaipu Binacional, Yacyretd and Salto Grande) and
national representatives of the-Bountry intergovernment coordination committee for the La Plata basin.
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A Systematic stepgé comprehensive approach

Wider international experience shows that sustainable outcomes result from systematic steps to factor sustainable
considerations intdhe existing policy and regulatory frameworks,thereby inform decisions at all stages of

planning and the infrastructure project cycle: from strategic planning and the assessment of options for water and
energy services, through projeictentification andselection, to the design and mufurpose optimiation of

potential hydropowerprojectsthat are selectedto constructionactivities andhe relatedimplementation of
environment and social mitigation and monitoring programrttest may span several years or more, and

especially for the longerm operaton, mitigation and monitoring stages

Hydropower projects are permanent, or otherwise ldifg infrastructure that last 500 years or more.Building
in physical capacity from the outset, together with use of strategies for adaptive managementhgivdskong
strategic flexibility to reoptimize the performance of projects as development circumstameespolicieevolve
over time and new pressures emerge, such as adaptation to potential climate change influ€ecgrally,
decisions on hydropoweatevelopment and managememtust be integratedvith basinwide planning
perspectives using IWRM principles.

There are many relattissues and concerns take a stepwise and comprehensive approach

A Cooperat at all levels

As mentionedearlier, it is equally important to recognize that hydropower considerations influence and often
drive decisions that MemberCountries make on the development and management of Mekong water
infrastructure. Given the rapid escalation of interest in Mekong hydropowsret is need to stepip efforts to
bring the major decisioactorsconcerned with sustainable hydropower closer together, namely (i) the energy and
power sector / regulatory bodies, and (ii) the IWRM water resources management sectors / regulatory bodies.

Cooperation among all the key stakeholder interests from the government sector, to private and civil society
sectors is essential to deliver sustainable outcomes, recognising the different forms of governance in Member
countries. Also innovation and fgaership approaches, in particular, are important to bring dynamic, creative and
practical solutions that are acceptable to all MRC stakeholders.

In this respect, ththe MRC multistakeholder engagements show thiange ofcompeting views about how to
value the inherent synergies and tradeoffs between hydropower and development of other sectors in the Mekong
basin, especially the implications for riverine livelihoods and poverty alleviation. Equity in the distribution of
benefits and costs igus increasingly raised in dialogue proceé%.Creative thinking on benefit sharing not only
between MemberCountries but also on ways to translagome of thebenefits accruing ategional andnational

levels to local levels, is a vital to mdstdropower sistairability challengen practice.

A Foster a common understanding of sustainable hydropower

Governments and people of the Mekong today broadly accept that hydropower must be placed on a sustainable
footing. The mechanics afoing so must b@ractical step-wise,and constructively help to rethink and-telance
(as needed) economic, social and environmental considerations, for exampléwith:

48 This recognizes that riverine communities often bear the greatest costs of hydropower development, while the national
economy and electricity consumeirssociety often benefit the most.

9 As the national and regional consultation process led by the MRC inZili® to formulate the ISH showed, and the more
recent multistakeholder consultation on ISH products such as the SEA of proposed mainstrearandaprgliminary design
guidance (PDG) confirmin practice- advancing sustainable considerations in hydropower requires Member countries to adopt
new thinking and measures at all stages of the project cycle.
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A Applying sustainable hydropower considerations to Member Country decisions on both proposed projects and
existing hydrpower projects.

A Use of partnership approaches at regional lsyl subbasins andat the project level toenrichdialogueon
sustainable outcomeand how they require new thinkinganovation and creative solutiondJse of strategic
communication to mesures and respond to stakeholder expectations.

A Reinforcingplanning systemso explicitly consider synergies and tradeofexploiting positive synergies such
as with irrigation and navigation (e.g. via storage and enhaneatagement oflownstream flove), and avoid
or mitigate the adverse tradeoffs, such as with Mekong fisheries productivity and sedmgrtgnt
managementnd sediment change impacts on river morphology

A ProjectsiteandRS & A 3y ONRGSNA I K I-Xi i physicalleibilyaodagaptiNgly Snanage2 & 6 dzA €
dams in response to longéerm, changing conditions in the basin.

A At the operational stages, introducing mechanidimat are proven to be effective elsewhere (regionally or
internationally) to provide equitable sharing benefits

A ldentifying and exploiting opportunities to tap innovative financing souraé$, mechanism likgpayment for
ecological services (PE&rbon financingind other creative forms or risk reduction that reduce the cost of
money and free resoges to invest more in making project sustainafiieese funds can focus on overcoming
real and perceived barriers to improve social and environmental performance of hydropower projects.

A Ensuring the explicit the allocation of risks and responsibilitigsiimte IPP Projects and pubjicivate
partnerships (PPP) and also monitoring and compliance of sustainable performance that broadly integrates
and strengthens the different forms of M&E such as for environmental and social impact monitoring and dam
safety monitoring. Ultimately, these consideratiomaustbe incorporated in regulatory instruments, including

projectlevel concession agreements (CAs) and power purchase agreements (B)PAS).

A Taking account of new technologies such as hydrokinetic technslediere power can be generated in
stream or off channel without dams, for consideration in sensitive river reaches.

A Climate change impact and vulnerability assessments at théaslm and project level algo help
understand and respond to opportunitiggesented for climate change mitigatig@®HG emission reduction
from the regional power sectogndoptimal use of reservoirs to adapt extremes(flood and drought) using
a regional approach where it is practical.

Central to the MRC rolis help for Member Countries tantroduce hydropower sustainability considerations into
basinscale planningandmanagemenpractice0 S®3 ® (i K NR dz3 K (i K Sthersleva@tMRC 5t LINR 0S4 3
Programmes), and encouraged supportthe newly emerging tributary basin tb-basin PBC/RBOs do the same.

A Move from policy to practice

MRC stakeholders have differteviewpoints and emphasis on what sustainable hydropower mé@apsactice The
MRCneeds to help Membecountriesarrive at asharedvisionto translatepolicyinto practicein a way that
captures althe opportunities present andesponds taall stakeholder views

One practical and relevant illustration bbw MRC Members countries hawwoperatedto develop a common
view on howto move from policy to practicés offered in the recently preparethasin / subbasinhydropower

% An initialmodel for this is illustrated ithe approach that MRC Member countries have taken with the Preliminary Design
Guidance (PDGprepared through the ISH working with other MRC programmes to systematically bring together the
accumulated body of MRC waorlwhile providing outreach to regulats and developers.
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sustainability assessment toRSAT)Thistool and its topic anctriteria framework was subject of considerable
discussion by the MRTechnical Review Group for the ISH. Itwas accepted as basis to proceed to pilot
implementation in the Mekong.Table 5 is the summary of the 11 topics amidecia ageed upon todboil dowre
the keysustainabilityconsiderationsthat may be national antransboundaryin nature, or both

Table 5 Topic and @teria Summaryfor Hydropower SustainabilityAssessmen{RSAT)

Topic Criteria

1. Hydropower and 1.1 Relative contribution of hydropower to national economies

economic development in| 1.2 Relative contribution of hydropower to lalceconomies

the basin / sukbasin 1.3: Synergies and traet#fs with other economic sectors in the basin (upstream and
downstream)

1.4: Multiple water use optimisation

2: Hydropower and social | 2.1: Cultural values and neanaterial uses of resources

and cultural welbeing in | 2.2 Protection of livelihoods and land and water access rights and entitiements

the basin / sukbasin 2.3 Involuntary resettlement

2.4 Hydropower and poverty reduction

2.5 Hydropower and equitable social advancement

3: Hydropower and 3.1: Understanding and protection of basinde ecosystem integrity

envirormental quality and | 3.2: Management of hydropower environmental impacts

natural resources 3.3: Protection of high value rivers from development

management in the basin | 3.4: Hydropower impact on sustainable use of natural resources

sub-basin 3.5 Impact on river morphology, erosion and sedimentation

3.6: Monitoring changes to environmental quality as a result of hydropower

4: Options assessment | 4.1 Options assessment for water and energy services in the basin or export revenue
and alignment with 4.2 Alignment with regional and international agreements, policies / plans and national
national, regbnal and commitments for basin devepment

international agreements, | 4.3 Alignment with integrated water resource management (IWRM) planning in the basin
policies and plans
5. The ceordination and 5.1 Multicriteriaassessment for site selection and optimisation for multiple projects in a b
optimisation of site or cascade

selection and design, 5.2 Protection of unique biodiversity / habitat and culturally significant sites in hydropowe
implementation and site selection and design

operations for multiple 5.3 Coordination of planning for hydqmower implementation in a basin with multiple
projects in a basin or objectives

cascade 5.4 Coeordination of planning for operations within a system of multiple reservoirs or casg
6: Environmental flows 6.1: Environmental flow assessment (EFA)

and downstream 6.2: Structural provision and operational procedures for sediment management and sedi
regulation flushing during all project stages

6.3 Structural provision and operational procedures for downstream flow regulation inclug
transboundary considerations

6.4 Floodand drought management and floodplain protection

6.5 Maintaining the flow of nutrient rich silt

6.6 River transport and navigation locks

7. Fish passage and 7.1 Understanding and monitoring of fisheries resources

fisheries management 7.2 Policyregulations and practices for fish management in hydropower

7.3 Structural and operational provision for fish passage

7.4 Protection of upstream and downstream fisheries and development of reservoir fishe
8: Sharing of benefits and| 8.1 Sharing of project benefits

use of innovaive financing | 8.2 Equitable water resource allocation between sectors and countries

measures for sustainability 8.3 Payment for ecological services (PES)

(local and transboundary) | 8.4 Carbon financing opportunities fund sustainability measures

8.5 Project revenue to fund sustainability measures

9: Provision for safety and| 9.1 Dam safety management system (DSMS)

disaster prevention and 9.2 Consistency across basin / cascade
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Topic

Criteria

management

9.3: Emergency prepareéss plans (EPP) andaalination

9.4: Dam break and other analysis prepared for projects in cascades

9.5: Emergency flood management

10: National and basin
wide institutional setting

10.1 Sustainable hydropowerroles and allocation of responsiltyi

10.2 Ceordination mechanisms between key stakeholders

10.3 Transboundary notification, conflict resolution and communication

10.4 Monitoring, review and compliance provisions

10.5: Sustainability principles in hydropower agreements

10.6: Caacity building plans for key agencies and River Basin Organisations and Commi
(RBO / RBC)

11: Communication, basin
stakeholder and
community involvement
and support for
hydropower development

11.1 Strategic communication and awareness of sustainaaeopowerg principles and
practices

11.2: Informed participation and representation in hydropower decision making at all stag
the project cycle

11.3 Information sharing and access to data and reports

11.4: Basin level community support fordngpower

11.5 Integration of operations in watershed / catchment management

The range of topicand criteriain Table Feinforcethe inherent multidisciplinary nature of the sustainability
hydropowerchallengein the Mekong and the acceptance of @gtwise, comprehensive approach

One feature of the vision to advane sustainable hydropower in the Mekongs therefore to complete
sustainability assessments for all existing, planned and proposed hydropower promuisinedin the MRC

Hydropower Datbase (35 currently) and for tributary and sub/basins, where these dams are proposed, or
currently operate. This will provid®ember Countrieswith greater capacityto monitor and measure progress
over time advancing sustainable hydropower in the Mekongd offer a learning and capacity building platform

for the distillation of good practice and the means for adoption

The timeframe fomachievingthe visionwill be beyond the next five years, but the direction would be set and initial

steps takento allow national ownership At the same time,tiis important not to downplay the nature of the
challenges involvedr the key role thasupport fromdevelopment partnerswould play
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2 REGIONAL RELEVANCE AND RATIONALE

2.1 REGIONAL RELEVANCE

The orientation of the ISHis basedthe MRCregional role in implementingthe 1995 Mekong Agreement. It
furthermore responds to the MRC vision of sustainable developntaetrelated contribution to achievement of
the Millennium DevelopmentGoalsMember Countriehave set, andthe decision by the MRC Member Countries
to use IWRM based approachésr basinplanning andnanagement.

In this respect one central aim is to help Member Countrieplace decisions about the development and
management oMekonghydropowerin a riverbasin perspective applying IWRM principld® advance this aim,
the ISHorientation and focusvas establishedthrough nationaland regionaimulti-stakeholder processes in 2008
2009, guided by MRC Joint Committee directi@@escribedin Section L Although the ISHs a reformulation of
the previous MRC Hydropower programmaga crosscutting initiativefocused more on sustainabilitythemes, it is
for all intent and purposes a new initiative.

A Hydropower and the 1995 Mekong Agreement

Explicit and implicit referencesto hydropower in the 1995 Mekong Agreemerdre summarised in Tabl6.
Becausesustainablehydropoweris a multidisciplinary challengeprovisions in the Agreemerdf direct relevant
for other MRCProgrammes, such as the environmentanavigation are implicit and applicable toydropower

Table 6: Articles in the 1995 Mekong Agreementto cooperate on sustainable development with explicit
relevanceto hydropower and sustainable hydropower

Section in the

1995 Agreement Detailand rdevance to hydropower considerations

Explicit references to hydropower

Article 1 Areas of Cooperation- X all fields of sustainable development, utilization, management ¢
conservation of the water and related resourc¥sincluding, but not limited toirrigation, hydro-
power, navigation, flood control, fisheries, timber floating, recreation and tourism, in a manne
optimize the multipleuse and mutual benefits of A LJ Bdk to yhiQidhize the harmful effects tha
might result from natural occuences and maimade activities.

Article 5 Reasonable and Equitable utilization i 2 022 LJISN} S X LGSY | @& -bagny
use on tributaries(e.g. proposed hydropower schemgsltem B. concerning consultation on di
season intrebash use on the mainstream, which aims at reaching an agreement by the
Committee (e.gproposed mainstream hydropower schemes and hydropower schemes on signifi
tributaries as relevant to the Procedurgs

Article6 Maintenance of flows on the mairtseam- X (2 022 1LJSN} S Ay G(KS Yl
mainstream from diversions, storage releageg. from hydropower reservoids or other actions of a
permanent nature-- (In the BDP Probable Future scenario by 2030, up t®&5/ storage irMekong
would come from tributary hydropower schemes compared to 23 BCM active storage on the Lan
Mekong( see Table 4 in Section 1).

Implicit references to hydropower

Article 7 Prevention of Harmful effects .. to avoid, minimize and mitigate haful effects that might occur to
the environment, especially the water quantity and quality, the aquatic f8atem) conditions, anc
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Section in the

1995 Agreement Detailand rdevance to hydropower considerations

ecological balance of the river system, from the development and use of the Mekong River
gl GSNI NBa2dNDS Xo

Article 9 Freedom of navigation on the mainstream - . navigation shall be accorded throughout tt
mainstream of the Mekong Rivér y' I @A 3+ GA2yL+f dzasSa IINB yz2d |
will be incorporated into any mainstream project

Article 26 Rules for water utilization¢ X(3) setting out criteria for determining surplus quantities of wat
during the dry season on the mainstream; 4) improving upon the mechanism to monitotbiasia
useX ¢

Article 10 Emergency Situations X any special a&ter quantity or quality problemsonstituting an emergency
that requires immediate response, it shall notify and consult directly with the party(ies) concerne
GKS W2AY(d /2YYAGGSS sAlGK2dzi RSt I & (chrfiecrdaRa3end
of hydropower dams and emergency preparedness procedures lirddsd to coordinated reservoir
flood management, and linked to water quality management in hydropower reservpirs

Article 24 Functions of the Joint Committeg B.Xo formuldd | ol &aAry RSOSt 2L
RS@GSt2LIYSyd LINRP2SOGakLINRANIYa (G2 06S AYLX SYE
to obtain the financial and technical support necessary for project/program implementatior
connection with sustaiable hydropower aspectsX Gy Fosreview and approve studies ai
training for the personnel of the riparian member countrieéconnecting to sustainable hydropower
via @apacity building.

The 1995MekongAgreement als@rescribesconformity to the United Natioi® provisions.This brings in several
direct and indirectinkagesof the Mekongsustainable hydropowefrom the UN Millennium DevelopmenGoals to
be achievedby 2015 to UNFCCC convention on Climate Chamggimate change mitigation anadaptation.

Among theMDG linkageénclude Goal 1 ond 9 NI R A (EixtierhePolertg @hd Hunget, Y R ¢ F NBSG H  a! Ol
FdzZff FyR LINRPBRdAzOGA DS SYLX 28YSyid FyR RSOSym2 42 NAY T@NY & dzN
environmental sustainabilit éand dTarget 7a: Integrate the principles of sustainable development into country

policies and programmess

A IWRM Implementation Context

Cumulative andtransboundaryimpact issues that need to be addressed in an IWRWtainability context,
consideringalso the accelerated interest in LMB hydropovesicharacterized in Section 1 of this documenare
numerous and include:

1 water availabilityand qualityfor use by people and to retain ecosystem productivity and provide essential
goods and services

1 water flow and sediment and nutrient transport changes potentially affecting integrity and productivity
(fisheries and agriculture)f flood plains and riveecosystems andelta stability;

1 fisheries productionin the Mekong river systemander pressure frm habitat fragmentation, floodplain
reduction and blockage of migratory fighaddition to nondam pressures on fisheries resourrces

1 floodplain management reducing vulnerability to floods and droughmsl delta managementincluding
considerations of podsle impacs of climate change);
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1 navigation considerinbarrier effects of dams and other infrastructure developments

1 wetland conservation and management including productivity and biodiversity issigdgs fish biodiversity,
and other biodiversity cosiderations related to the Mekong natural resources impacted by hydroposvedt

1 equitable electricity access and development of indigenous renewable energy sources in ways that promote

interdependent sukregional growth and poverty alleviation.

IWRM procsses seek to address natural resources degradation by maintaining environmental flows thus

sustaining ecosystem productivity adddzLJLJ2 NJi A y 3

LIS 2Rrdividirg &qudl ap@otdnity Ko? rAeR and

women in dealing with these issues is also a chalegelSH, as part of MRRrogrammessupporis the IWRM
based planning and management providing up to date information, knowledge and assessment tools.

2.2 GROUNDING IN THE MRC STRATEGIC PLAN (20112015

CKS @Grarzy 27

42 dzy R

i KS T2 dzNh exBomic8IWNgrospardag, $ASRIIG jast ahdFendromtadly A &
a S1 2y 3 Owerarghidgdals andife gpeaific goalbave beerformulated for theMRC Strategic

Plan 2011-2015 period as shown in Figur reflecting current status ofMRCSdiscus®on with NMCs and
stakeholders. These aseibject to review and endorsement by the MRC Joint Committee and approval by the MRC
Council Gherwisethey areused todesigniSHin responseo MRCS strategic goals

Figure5: The Goal Hierarchy of the MRC Strategic Plan 2011-2015

Longterm

MRC goal

SP Goal
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4
I

20112015

Member countries apply basiwide IWRM approaches irational water and relatedector

frameworks and development pgrammes

Specific goals

t

2011-2015 I
|
1. 2. 3. 4, 5.
Adoption of Operational lsin-wide Efficient dalogue Raised awamess Efficient
IWRMbased monitoring, impact and cardination and @pacity organizational
Basin Development and assessment, modding, processes between devdopment for trangtion of MRC
related sector strategies forecasting and basin countries and IWRM policy for implementtion

and guiclines for
promoting sustainable
and equtable
develmpment

knowledge
management sstems
supporting effetive
decision méing.

other staleholders
for effective
regional
cooperation.

adoption and
implementtion.

of its core fumtions
and full
riparianization of its
Secetariat.

40




The 20112015 ISHoutcomes and outputs support MRQ &pecific Goal 1through the provision of dataand
information to increase understanding of theelationships betweerhydropower planning and operationand
IWRM river basin management principlesipporting bols to address these linkagds.includes the impacts on
ecosystem functions and servicemd Mekong peoples livelihoodsand also linkages between sustainable
development of the Meéing river basin andustainabledevelopment of the regional power sector

The ISH supporta w/ Q& & LJS Ghkotigh the pibgidioh oflydropower sustainabilityassessment toolfor
systematic assessment to support decision making at all stagesrofiptpand the project cyce and to consider
provisions in enablingegulatoryframeworks of Member Countrie§ his includeselp withmonitoring and impact
assessment systenand reporting of the resultso qualitatively measure how the Mekong progresing withthe
adoption of sustainable hydropower consideratiomsnationalpolicy/planning and regulatory frameworks, as well
asabsorbingand applying good practiaen the ground

The MRC specific Goal 3for regional cooperation isupported by a range of activities from collaborative
development of tools assessment procedures ardistillation of good practiceand in reflecting these in
implementation of MRC procedurgsuch as the PNPCAhis includes cooperation with MRC Dialogue partners on
sustairable hydropower issues andoncerns It includedexploling a range okpecificcooperationmechanisms
from benefit sharing mechanisms, to innovative finanimedesign guidanceto ensuke that all MRC Programme
work is reflected It includes cooperation wh regional institutions, NGO regional programmes and iter
governmental initiativeshat arerelevantto Mekongsustainable hydropoweras described previously in Section 1,
including regional level cooperatioto link hydropower and Mekong river basinamagement to driversof
sustainable development of the regional power sector through SEAs and other tools.

Awareness raising and capacity building including outreach activities contribute MRI@specificGoal 4 Here it

is important to notethat ISH outputs s acrosscutting initiative) pro-actively seeg to bring together all
stakeholder interests in government, paite sector and civil socieip partnershipapproachesand to ensure that
stakeholder expectations are measured and@omaated.

As a crossutting initiative the ISH wilklsowork alongside other MRC programmes to support thlRC Specific
Goal 5 through implementation of the MRC River Basin Managem@nte Functions thereby providing
monitoring, assessment informatioessentialfor river basin management atransboundarylevek. The core
function linkages are elaborated in the following sections.

2.3 IMPLEMENTING THE MRC CORE FUNCTIONS

The MRQ éore functions were designed in collaboratational and regiongbrocessego facilitate the transition
of the MRC and provide a clear focus on implementation in 215 of the 1995 Mekong Agreement, and any
ancillary provisions that may be agreed upon.

Table 7 provides descriptionof the core functions
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Table7: Description of MRC Core Functions Categories

Categories Description Examples of Functions
(i) Secretariat Functions of a routine and recurrent natur| § Governance of the MRC
Administrative and that provide for the management and 9 Financial and administrative management
Management administration of he Secretariat and 1 Personnel management
Functions support to MRC governance processes aj 9 International cooperation

well as support to noitechnical processes| § Communicatios
under the 1995 Mekong Agreement.

(i) River Basin Functions of the MRC through which it 9 Data acquisition, exchange and monitoring
Management routinely engages in water resources 1 Analysis, modelling arassessment
Functions development and management issues at |  Planning support

different scales in the Mekong Basin {| Forecasting, warning and emergency response

9 Implementing MRC Procedures
1 Promoting Dialogue and Coordination
1 Reporting and Dissemination

(iii) Capacity Building| Functions providing for continusucapacity| 1 Capacity building for Member Countries a

and Tools building at the MRCS, NMC Secretariats MRCS across all themes
Development and line agencies and maintenance, and | 9 State of the art tool devejament
Functions updating of data holdings, processing

capacity and analytic capability.

(iv) Consulting and | Functions that make available the technic| 9§ Consulting services
Advisory Services expertise, databases, modelling capacitie] § Commissioned studies
Functions and expert networks of MRCS to support| § Expert advice

studies and assessments commissioned |
others for sustainable water reseces
development, both at the project level, anf
at the basin wide and cumulative level.

Adapted from synthesisin MRC EP 20132015 Documents, August 2010

The ISH follows this direction as notiedTable 7and as elaborated below

A ,1"zU0wlbYI Uw! EUPOw, EOET T O1 OUwi UBEUDPOOU
The ®ven categories of the River Basin Management Functions (in Table 7) define how the MRC will engage

routinely in water resources development and management issues iM#ideong Basin and cover the full range of
sector areas under the mandate of MRC.

The followingis to illustrate the integration and responsiveness of the ISH 26215 outcomesto 1 KS aw/ Q&
seven MRC River Basin Management (RBM) Core Funcliohke five ISH outcomesupporting these core
functions are elaborated in Section 4, and in summary form are:

1. Awareness Raisin@ialogueand Communicatiorr®

*IHere the ISH draws on the analytical framework offered in the EP-2013 Documents, August 2010
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Capacity Building and Knowledge Base Support
Regional Planning Support

Sustainability Assessmenté@irinancing
Effectivemanagemenof the Initiative

a bk wbd

Function 1. Data acquisition, exchange and monitoringData acquisition, exchange and monitoring
provide a foundation forplacing decisions about hydropower in a river basin /-babin
perspective,as illustrated peviously in Section 1 table &hichshowsthe topicsand criteria
structure for the basin wide sustainability assessment tool (RSAT)the higher levelthe
tools provide thecapacityto monitor the extentto which polides arebeing translatedinto
practice. SpecifidSHoutputs strengthendata exchange, analysis antbnitoring, as it relates
to cumulative and transboundary impacésd to translate this back to hydropoweagractice,
including physical dggnof projectsand manyoperatioral aspects ISHOutcome2 and 4and
its component outputs directlyesponds to River Basin Management function 1.

Function 2. Analysis,modellingand assessmeniThe assessment function is central to investigating future
basin and suibasin development scenarioshat involve the onsideration of hydropower
projects together with synergies andradeoffs with other development sectors including
poverty alleviation The MRCS hydropower database update and related ISH outputs provides
a key input to MRGnodelling and assessmeastas well as BDP scenario assessmelifsH
outcomes 2 3 and 4 e responding to River Basin Management function 2.

Function 3. Planning support.The formulation othe BDP has the key objective to identify the economic,
environmental and social implications of -going and poposed developments in the Basin,
including hydropowerand buildnga shared viewof directions for sustainable development of
GKS . FaAyQa ¢ (S NBH ofitputs &K td siréhdrhemMFaanihgZnid Bgiohal
planning through hydropower SEAsthe basin/sukbasin levels, and in projet¢vel planning
taking that takes into account the impact of the project on the river system (i.e. informing the
decision to build or not, as well as project siteing, design and operational aspkgits).
Outcames?2, 3 and 4are responding to the River Basin Management function 3.

Function 4. Forecasting, warning and emergency respongghis river basin management function will
necessarily include dam safety and emergency preparedness considerations that are regional
in nature, and related to hydropower selection, design, implementation and operafibese
must be reflected in thecommunication with riverine stakeholdersand coordinated
communication strategies of theroject entitieson the spot as well as th#/RC Bodies,
RBO/RBCs and line agenciel.includes the extent to whichpotential impacts of climate
changeare factor intoalsothese issuege.g. flood and drought) This theme is also picked up
in the MRC project and subasin hydropower sustainability assessreeand in projectlevel
design guidance MRC has isswedrdinatedby ISH Outcomesl to 4are respondingdirectly
and indirectlyto the River Basin Management function 4.

Function 5. Implementing MRC procedureskive Procedures have been developed to implementowssri
Articles of the 1995 Mekong Agreement. The Procedures for Notification, Prior Consultation
and Agreement (PNPCA9cus on decisions about new hydropower, while decisions about
both new and the operation of existing hydropower relatéd,broader termsto the other
procedures. ISH @tcomes 1 and Pespondto River Basin Management function 5.

52Again awareness raising is in parenthesis, and is offered minor update of the output title
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Function 6. Promoting dialogue and coordinationDialogue on transboundary and regional issues is
fundamental to many of the provisions of the 1995 Mekong Agreemé@ihe ISHutputs
provide a platform for dialogue and cooperation for Member Countries to work on
hydropower sustainability issues, and also to work across discilisiag multistakeholder
approaches. The ISH outputs supportialogue andcoordination also at the regional and
international levels, as described in Section. 1.42. Theol&tbme are responding to River
Basin Management function, @specially outcomes 1 and 3

Function 7. Reporting and Disseminatiorimplementation of the 1995 Mekong Agreement requires data
andknowledge to inform decisiomakingthat ismentioned in the Agreementandspecifically
the need to maintain databases and conduct studies and assessnigrg<Outcoms 1 and?2
are responding to the River Basin Management function 7.

In general, he ISH2011-2015 extendsthe approachadopted in 20092010 aimed at improving cooperation
between Member Countries, being more proactive, responsive and outward loakingring sustainable
hydropower considerations into policy and practice in support of riail management functions.

The experiences also show thtéite MRChydropower databaseand preliminary design guidancdor example,
need to be evolvequpdated and extendedh joint effort amongthe Basin Development Plan programme, the
Fisheries Programe, the Navigation programmand theEnvironment Programmand IKMP

2.4 STAKEHOLDERS AND TARGET BENEFICIARIES

Theultimate beneficiariesof the outputs that the MRCdeliveredthrough thelSH are the peopliving inMekong
basin and the wider society ofMRC Member CountriesThe benefits are achievethrough the progressive
realisation of the basin visiomhe intermediatebeneficiaries of the 1Sidutputs are the MRC Member Country
governments and their staff, the signatories of the 1988kongAgreement. They will benefit through increased
capacity tocooperatein promotingsustainable outcomem relation to hydropower decisions

Theintermediate beneficiariedn the government sector will be:

1 The National Mekong Committees and their Secretariatseidskith coordination between aljovernment
line agencies and stakeholders in the four LMB countries

1 The ministries responsible féwydropower in each country together with the water resource and environment
regulatory bodies

1 Newly emerging RBOs/R8@andated to integrate sustainable hydropower considerations (directly and
indirectly) in all their basin / subbasin planning andmanagementwork ¢ the scope of which includes
development policiesand project-specific development and managemenissues such as multi-project
coordination and ronitoring and management of cumulative impactad

1 Provincial anddcal government authoritiesvhere ISH supportegilot activitiestake place (e.g. hydropower
sustainability assessments), recognizicepacity diffeences at the local levels between and within MRC
Member countriego do this, andstepsin ensuring multistakeholder participation

The Initiative promots participation of stakeholderand partnership approachest all levelsin accordance with
the MRC Stakeholder Participation Policy and the MRC Communications and Disclosure. Rdlicy
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representationmethods where needed,takeholders will be involved through, for exampfearticipation in (i)
pilot projects at local, transboundary and regional lle\{@) implementation of tools for sustainability assessment
at project and sufbasin levelde.g. RSA@nd eventually SAPYiii) regional symposia or forums, and (iv) regular
meetings, workshops and semina@ne illustration is he extensive MREH welpages.

Apart from MRC Member countriesthe governmentsand government: 3Sy OASa 2F (KS aw/ Qa
Partners (China and Myanmar) will be engaged as key stakeholders.

Themain stakeholdesin implementationof the Initiative in 20142015 incldle:

A national line agencies engagedhydropower and watermanagement activities (e.g. MRC related sectors,
planning agenciesnd regulatory authorities

A the NMCs and NMC Secretariats,
other programmes of MRC,

national multidisciplinary experts andsub-discipline experts in physical, soal and natural sciences
domains,

A representatives of national and international NG&sl their regional programme staff

A Private sectolinterestsinvolve in hydropower development and managemémtthe Mekong inclding
the industry and financing institutions involve in project lending

A representatives of local authorities and communities,

A research organisations and universities working related activities relevant for the LMB,

A regional organisations with competencasd programmes in the Mekong region related to environment

e.g. ASEAN and GMS, and

A development partners supporting the ISH and other MRC Programmes with an direct hyldrapower
implications of a crossector nature.

The ISH stakeholder engagemestitategy (and strategic communication) seeks to engage a triangle of partners
(the NMCs, national line agencies and the MRCS) in cooperation with regional organizations. This is discussed
further in Section 4. The wider strategy for stakeholder engagerisethe ISH will work in cooperation with other

MRC Programmes for mukitakeholder partnerships and outreach.

2.5 CROSS CUTTING ISSUES

As a crossutting initiative in the MRC Programnstructure, the ISHmust work with an through other MRC
programmes to achieveits outcomes. This cooperatiowill focus on aspectthat are most relevant to sustainable
outcomes in the management and development of LMB hydropower, the MRC rolé¢oamibet stakeholder
expectationof MRC There are numerous crossitting issues five are highlighted as follows:

A Awarenesgaisingand strategiccommunication

Understanding and responding to hosustainability isdefinedin the Mekong, thedifferent points of emphasis
that MRC stakeholdersave, andvhetherit isto conside proposed newhydropowerschemes or the operation of
existing schemes, or both, is paf the challengethe ISH must respond toThisrecognies that hydropower
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remains a highly contested issuand that the polarized views reflect competing views about the overall
sustainabledevelgpment of theMekong Rivebasinasrecognizedy the 1995 Agreement

As noted in Section 1,6 (i 2 ¢ lladdRernh visionof Mekongsustainable hydropowe it is important to define
what sustainable hydropower meato different MRC stakeholderandas a consequenaghat they expect othe
outputs delivered through the I1S&hd the relativeemphasison these

It is important also toraise awareness athe level of policy/planning to understand thdull nature of the
development opportunities and risksof hydropoweracross all sectorsand at the level of practice both to
understand what is needed to close the gap between policy and praatidéo increaseawareness of the specific
good practice measureendwhat benefits they offer to all stakeholder@ reducing risk&nd addressing concerns

Thisrequires strategic communication and use edmmunicationbased assessment taohnd formal and in
. - . 53
formaltechniques to focus awareness raisiffprts systematically

A Infrastructureprovision and poverty reduction

Poverty reductiorand closing the growing income gap between rural and urban aseegoalof all MRC Member
Countries It is also dhe key development assistance goal &irMRC dvelopmentpartnersin the public and NGO
sectors Recent social surveys undertaken by MMRChave demonstrated the dependence of rural people on the
resources of the Mekong River Basin.

The needis to include poverty reduction as an explicipart of water infrastructure provision especially
hydropower. In this respect,lt is increasinglyimportant to clearly demonstrate the extent that hydropower
contributes to povertyreductionstrategies of MR®ember countries and comprehensively consider both positive
and negatives agrts within a framework of shorterm, medium and longerterm perspectives. Greater
attention to the feasible range of mechanisms that help share benefits that accrue at the regimhahtional
levelsto local levels is increasingly important, givee #tceleratedoace of hydropowedescribed irSection 1

A Gender responsiveness

Women, the majority of the worlds poor, provide invaluable contributions to sustaining communities and
managing biodiversity and natural resources. They are together withng children and elderly uniquely

vulnerable to environmental degradatiomthe MR SY RSNJ { i NI} 6S38 |yR DSYRSNI t2fAO0¢
wSaALRYaArAdS aSi12y3a wiA@BSNI . | AAy 58S @St tishuéston EurthardmveR S (1 KS
equd participation of men and women ilfSH supported dialogues on sustainable hydropoateregional level

needs to bemonitored and promoted.

A Mainstreaming climate changenitigation and adaptation

Responses talimate changeand preparednesgor future climate change isan integral part ofinfrastructure
sustainabilityand forhydropower- perhapsmore than ary other infrastructuretype. This is parthbecause of its
gARS a7F22isaltdN@cgudecof thepportunities hydropower presents to reduceGHG emissions in the
regional power sectorLinkages need to bmaintainedwith MRC efforts tantegrating climate change impact and
vulnerability assessments infoydropower planning at the basin amtojectlevel In this respect the ISH011-
2015work will link with the EP regional climate change adaptation planmiitiative through relevant activities of
the CCAThe role of hydropower reservoiigentified through adaptation planning needs to consider sustainability
issues Similarly the potentid regionalrole of hydropower in mitigating GHG emissions needs to be factored into

%3 Communication based assessment has matandard techniques and involves four main steps (communication based
assessment, strategy formulation, implementation, monitoring and assessment).
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considerationdor the regional power sectomwith methodologies thatake intoaccountthe full carbon balances in
the Mekong river system arithe level ofpotential resenvoir GHGemissions)

A Capacity buildindgor all stakeholders

Capacity buildings an essential part of the MRC regional role and support to Member countries. It is important
that capacity building under the ISH is coordinated with and linked to capauilgling efforts of other MRC
Programmes This ioth to reduce costand to reinforceintegration of MRC Programme workVhile the MRC
focus is on capacity building for MRC bodies tiredgovernment line agencies workiregtivelywith the MRC, the
perspective of meaningful participation of all MRC stakeholders aswl of partnership approaches to deliver key
ISH outputs means aldgbat capacity buildingshould be delivered in a way that helps Member Countliaid
capacity of th@ private sector and wil society stakeholderso they mayetter carry out their roles.

**The MRC SEA of proposed mainstream damslaasloped initial analysis that can be build upon. This irdadalysis of
potential emission reduction® be achievediy offsetting thermal power station emissiois the regional power sectaand
the calculation of potential reservoir emissions for all 135 projects in the MRC Hydropower Data Base.
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3 OBJECTIVES AND DESIGN OF THE INITIATIVE

3.1 GOAL, OBJECTIVE AND OUTCOMES

The overallgoal of the ISHfor 2011-2015 in relation to MRQ &trategic Goahierarchy is écooperation among
Member Countries in optimizing the contributiof sustainable fans of hydropower tanational development
policies consistent with implementation of the 1995 Mekong Agreengent

The 2part objective2 T (i K S Dekigions canaeningithe management alevelopment of hydropower in the
LowerMekong are placed in a river basin planning and managerpenspectives bypplyinglWRM principles.

MRC and key stakeholders actively cooperate to bring sustaimgllie@powerconsiderations into the planning
systemsand regulatory frameworkef Member Countrig and into projecievelhydropowerplanning, preparation,

design, implementation and operatiqgmacticesb €

Table8 providesthe Design Summargnd Monitoring(LFAYrameworkwith the Initiativeobjectives ad outcomes
and indicators to monitor performance The objective are metby combiningthe use of awareness raising and
multi-stakeholder dialogu€lSH outcome 1knowledge management and capacity buildjogtcome 2)imbedding
sustainable hydropower coiderations in regional planning systerand regulatory frameworkef LMB Member
Countries(outcome 3)and, sustainability assessment and adoption of good pratiagecome 4)

The full Design and Monitoring FA¥rameworkisincludedasAnnex 1.

Table8: Design smmary (LFA)f the ISH(2011-2015 with objective, outcomes and indicators

ISH Design Summary Indicators Sources of Data

Initiative Objective

Decisions concerning the management and 1. Extent to which national agencie] A MRC and ISH performance

development of hydropower in the Mekong bring_ sustginab_le hydrqpower reviews and reports.
are placedn a river basin planning and considerations into national A Periodic consultation with
management contex@applyingl WRM planning systems and regulatory line-agencies agencies and
o frameworks.
principles. stakeholders.
) 2. Extentthatl OOSLJi SR 2| A MRC and ISH performance

MRC and key s-takeholdt.ars actively LINF: OGAOSQ Aa NF  reviews and reports.
cooperate to bring sustainable design, implementation and i S
considerations into the regulatory operation of LMB hydropower | A Sustainability assessments g

. : policy / legal frameworks
frameworks, planning systems of Member projects. A .

. ; done by line agencies
Countries concerned with hydropower, and facilitated by MRC
into.proj.ectlevel plar-ming, preparat-ion, 3. Stakeholder perceptions of the | A MRC and ISH performance
design, implementation and operation value the ISH adds as a cross reviews and reports.
activities. cutting initiative relevant to the

aw/ O3 NRf So A Stakeholder interviews

Intermediate outcomes

Outcome 1 A demonstrated increase in 1.1 Extent to which increased 1 Review of stakeholder
awareness of sustainable hydropower and| gwareness of and commitment to docume_ntary outputs and
rationale, increased dialogue among the k& sstainable hydropower is reflected i proceedings of events.

stakeholder interests and partnerships beir| | g stakeholder dialogue.
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ISH Design Summary

Indicators

Sources of Data

formed to introduce sustainable 1.2 Level of requesor information T MRC Reports
consi.deations into LMB hydropower and knowledge outputs from MRC 1 Perlo_dlc stalijeholl_dt_er .
practices. bodies and line agencies. meetings and solicite
feedback
1.4 The level and quality of coverage| 1 MRCS melia monitoring.
of sustainable hydropower in the LMH
in regional and national media.
1.5 Extent to which mulstakeholder | A Reports of ISH National
partnerships form for policy to project coordinators
planning exercises.
2.1 Extent to which key stakeholdef 1 ISH progress reports
Outcome 2. Demonstrated improvement in | use MRC information and guidance i
technical capacities of MRC and prioritized| their hydropower planning and
national agency stiin hydropower data development work.
systems and use of information needed to . P : :
a}évance sustainable hydropower 2.2 Level of systematic knowledge | T Periodic consultations with
considerations sharing between relevant agencies iq  Stakeholders and surveys
' the Member countries.
2.3 Extent to which improved ' Independent assessment
developer/operator information and using sustainability
capacity is reflected in improved assessment tools
project design and operation practice
3.1 Extent to which SEAs are 1 Review of documentation on|
undertaken by power sector agencie ~ Planning studies
and subbasin actors and reflect
Outcome3. Sustainable hydropower aspeq sustainable hydropower consideratio
are more systematically and demonstrabl . ; ;
incorporate):i into secto); sddasin and Y1'3.2 Extent to which the needptan | 1 Review of documentation on
Mekong regional planning syshsand and coordinated hydropower subbasin planning and
ion i management
regulatory frameworks devglopment an(_:i operation in sub g
basins is recognized.
3.3  Extent to which hydropower | I Analysis of trends in agency
projects optimized for all water usesi{ ~ Planning studies and project
planning processes and at ot®on feasibility studies.
stages.

4.1  Proportion of projects in MRC | T MRC and line agency report
out 42), Hvd tainabilt hydropower database on which 1 Stakeholder evaluations as
utcome4a). Hydropower sustainabiiity | vqropower sustainability assessmer] ~ part of SAP assessments

assessmgnt tools at the prqject andizasin protocol (SAP) has been undertaken,

level are in place teystematically measure | Stakeholder perceptions of quality an

and assess progress made witstainable value added.

hydropower in the LMB. . . i

ydrop 4.2 Outcome from basinise rapid | T Stakeholder evaluation as
assessmeittdialogue tools as part of basiawise
perceived by (i) subasin basin assessments / dialogue
o planning entities (i) hydropower facilitation

Outcome4b.) Innovative financing developers and operators, and (i)

mechanismare increasingly evaluated and .
4.3 Extent to Wich innovative 1 MRC and line agency report

introduced for LMB hydropower projects.

financing mechanisms including
benefit sharing are piloted and
introduced by MembeCountries
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ISH Design Summary Indicators Sources of Data

5.1 Achievement of approved ' MRC and ISH Progress
staffing levels functioning of the reports
technical Review Group (TRG) and

Hydropower Advisory Committee
Outcomeb. ISH is effectively managed and (HAC) and the ISH Coordinator

staffed and functions as a crezsting network.
initiative working with other MRC
Programmes 5.2 Proportion of ISH outputs ' Selfassessment by member
9 ' produ@d to the expected level of of the Hydropower Steering
quality. Committee
stakeholders feel the ISH respondst¢ ~ MRC bodies and NMCs
their needs.

Figure5 illustrates he ISH results chairshowingthe outcomes and outputs in relation to the MR@soal
hierarchy. Thiscan beread in conjunction with Tablé (shown late) that indicatesthe other MRC Programmes
and Initiatives thatSH would work with to delivapecificoutputs supportingthesefive Outcomes.

% Effective maagement of the ISH isoted asOutput 1.1 in the previous ISBomponerntOutput structure, under previous
component 1 Management and communication. For the purpose of 2016 planningtiis shown as 10 5,4s provided in the
LFA in Annex 1.
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MRC Strategic Plan
Goal 20112015

Member countries apply basiwide IWRM approaches in national water and related sector é&&arks and
development proarammes

A
|

ISH Obje ctive
20112015

Decisions concerning the management and development of hydropower in the Mekong are placed in a river basin planninggerdenang
context, applying IWRM principles.

MRC and key stakeholders actively cooperate to bring sustainable consideratiotteinégulatory frameworks, planning systems of Memb

Countries concerned with hydropower, and into projéetel planning, preparation, design, implementation and operation activities

ISH Outcomes

A
|

20112015

1

A demonstrated increase in awareness of sustainable hydrop
and its rationale, increased dialogue among the key stakeho
interests and partnerships being formed to introduce sustain

considerations into LMB hydropower practices.

2

Demonstrated improvement in technic
capacities of MRC and prioritized
national agency staff in hydropower
data gstems and use of information
needed to advance sustainable
hydropower considerations.

3.

Sustainable hydropowepnsiderations
are more systematically and
demonstrably incorporated into sectof
subbasin and Mekong regional
planning systemand regulatory

frameworks

4.

Hydropower sustainability assessmen
toolsare in place gbroject and sub

basin leved to measure and assess
progresswith sustainable hydropower
10-4b.) Innovative financing

mechanisms especially benefit sharin

on LMB hydropower are explored

ISH Outputs

Ol.2a: Dialogue Facilitatedvlinisterial
Briefings, Dialogue with Developers and
Financiers, MultiStakeholder Forum,
Dialogue Partners

0O1.2b: Raised Awareness of Risks &
Opportunities of Hydropower Development

0O1.2c: Improved Communication and
Dissemination of MRC Outputs

012d: Communication products for LMB
Stakeholders (English/ local language
versions)

01.3:  Hydropower Technical Inputs
Provided to the PNPCA Process

02.1: Technical assistance provided to
hydropower developers on safeguards and
compliance mortoring.

02.2a: The MRC hydropower project
database and thematic knowledge base is
expanded and disseminated to intended us

02.2a: Improved Access to Hydro
meteorological and Operational Data of
Hydropower Developers

02.3:  Improved Environméad Baseline
Information for Hydropower Planning

02.4: Capacity Building Provided to Line
Agencies for Implementation of SEAs/CIAS,
Environmental and Social Policy
Implementation, and Monitoring of
Hydropower Project Development

03.1a: SEA and Regional Macroeconomic
Evaluation ofproposed LMB Mainstream Damg

03.1b: Multiyear Followup to
Recommendations of the SEA of proposed
LMB mainstrem dams

03.1c: SukBasin Hydropower SEAs and
CIAs undertaken as Input to BDP

03.1d: Ongoing technical cooperation with
China on hydropower sustainability concerns

03.2:  Scoping of Potential for Sm&tale
Hydropower Undertaken

03.3a: Specifiations for navigation passage i
hydropower projects

03.3b: Guidance Developed for Mitigation
Measures for Fish Migration

03.4: Multipurpose functionality of
hydropower projects identified.

O4.1a: Financing Mechanisms for
Sustainability Measussfor Proposed
Mainstream Dams Identified

04.1b: Sustainability Incentives within Marke
and Regulatory Frameworks Introduced

O4.1c: BenefitSharing Mechanisms
Elaborated at Regional, National and
Community Levels and Network Established

0O4.2a: Bvironmental Considerations for
Sustainable Hydropower Development
(ECSHD) hydropower sustainability assessme
tools tested

04.2b: Targeted application of Hydropower
Sustainability Assessmefidialoguetools at
basin / subbasin andoroject levels

043: Guidance Provided on Sustainable
Management of Reservoir Watersheds

Figure 5.1SH results chain indication

outcomes and outputs in relation to the MRC Goal Hierarchy

51



3.2 KEY DESIGN FEATURES OF THE ISH (20112019

The ISH Outconseand outputs for 2012015 derive from a number of consideratiohsought together in the
Initiative Designand Monitoring(LFA}rameworkshownin Annex 1.

Among the design considerations include severariteria identified in the 20082009 national ad regional
consultation process to formulate the 1%&b describedpreviouslyin Section 1)includng the contribution ta

A Addedvalue of MRC as a regional river basin organization, facilitating communication and interchange of
opinionsand viewshetweenMember Countriesand Dialogue Partners.

Participatory and inclusivengagemenof all MRCstakeholdes, and interested and affected parties.

A Relevance to i) thenandates obgencies responsible for setting the policy framework and regulating
hydropowerproject developmentgeconomic, environment, social and technical regulati@md ii) other
Basinstakeholder interestsmaking available a body of knowledge and analysis to support decision
making for joint interests oMRCMember Countries

A Consistency ith the MRGGoal hierarchy an8trategic Plans.

A Responsiveness and outreaithbasn stakeholdergxpectations of MRC.

A Integration with regional and national level activiti#isat are relevant

A Capacity buildingecognizinghe capacity differences betven and withinMRC Member Guntries and

using astrategy focusd on reducing those gaps.
A Coordination with the various MRC Programmes/Sections, in particular the BDP, and

A Atrticulation of the benefits of a basinide approach focusing on losigrm sustaimbility of hydropower
development in accordance with tH&ocedures of the 1995 Mekong Agreement.

ISH Outcomes and outputs for 202015 are thus a pragtt of (i) thetop-down formulation of theMRC Strategic
Plan 20112011 with responsiveness t€ore Funtions andthe River Basin Management Functiqasdescribedn
Section 3 of this documep((ii) continuity withthe 20082011 Outputsthat were formulated in national and
regional dialogugand(iii) the synthesiof all these factors in the Initiati@esign Summarf FAFramework

3.3 SUMMARY DESCRIPTION OF ISH OUTCOMES AND OUTPUTS
This section summarises the outputs associated with teedutcomes Linkagesvith other MRC Programmes are
then shown Detailedplanningof eachoutput will be providedn annual work plans (See section 4.4)
As noted in the summary of this documemtitputs prioritized for 20122012 broadly centre on MRC support to
Member Countries to advance regional and transboundary cooperation, through:
i. Enrichment and continuous, daborative update of the MRC Hydropower Dadae, especially to
incorporate more parameters to measure sustainable outcoaras steps needed

ii. Application hydropower sustainability assessment tools, around which awareness raising, shared leaning
and capacij building can be effectively delivered (in particular basinfeakin hydropower sustainability
assessment tools);
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iii. Elaboration and supportor the introduction of mechanisms for benefit sharing and innovative finance
related to sustainable hydropower owimes in planning / regulatory systems.

iv. Ensuring agreed followp on crossutting recommendations emerging from the SEA of proposed LMB
mainstream dams, working with and through MRC Programmes and regional parfigssecognizes
that other MRC Programnse may not have planned for work that responds to all the SEA
recommendations.

v. Cooperation with China on sustainable hydropower themes initiated in 2009 with Ecosystem Study
Commission for International Rivers (ESCIR) through SEA processes thatovadehpghly constructive
for data exchange, site visits and confidence building.

Thisprioritization alsoreflects the fact there is still a funding gap for 2e€ad15and that most of the committed
and pledged fundsrre available in the first years 1 tg 8r they are front ended.Annex 3 identifies outputthat
will be prioritized with committed and ptdged fund, whichin total, is abouthalf the 20112015 requirement of
$ US12.5 million (see Section 4.3.2 on Funding Status).

A Outcomes and outputs

Outcome 1 A demonstrated increase in awareness of sustainable hydropower and its rationale, inct
dialogue among the key stakeholder interests and partnerships being formed to introduce susta
considerations into LMB hydropower practices.

This Otcomeincludeshelpto MRC Membefountries toraise awareness ofustainable hydropower
considerations, the value they adadr all stakeholders and basin residentsat they entailunderstand what MRC
stakeholders perceive as importaahd address theeconcerns with demandesponsive activities Emphasis is
placedon facilitating effective dialogue with and amoMRC BodiesVIRC FormaDialogue Partners, the private
sector and other stakeholderf MRCto raise awareness and reinforce cooperatimgeded for multi-disciplinary
approaches and functional partnerships. A special figpkced onprovidinglSH technicaind thematic inputs

to the PNPCRrocedureprocess whichthe MRC Join€ommittee will use to reach agreement on mainstream and
signifiant tributary developmergin implementing the 1995 Agreement

There are five outputs which contribute to Outcome’1:

Outcomel.2a: Dialogue Facilitated: Ministerial Briefings, Dialogue with Developers and Finangielt;
Stakeholder ForusmandDialogie Partners

Outcomel.2b: Raised Awareness of Risks & Opportunities of Hydropower Development (ISH)
Outcomel.2c: Improved Communication and Dissemination of ISH Outputs

Outcomel.2d: Communication products for LMB Stakeholders based on ISH outputsstEngtial language
versions)

Outcomel.3:  Hydropower Technical Inputs Provided to the PNPCA Process

56 Note that output numbering is maintained to ensure consistency with 202010 outputs, especially where there is a
continuation of work under the outputn addition in the 20092011 work plareffective management of the Initiativeas part
of Component 1.That 5 now discussed as Outcome 5 undbe 20112015 structureto ensurethe Initiativeadds value as a
crosscutting initiativeand is well integrated with other MRC Programmes.
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W Output 1.2a¢ Multi-stakeholder Dialogue Facilitated: This output provides briefs and presentations for
MRC Bodies, in particular the Joint Committed,(@uncil, formal MRC Dialogue Partners (China and Myanmar)
NMC / NMCS and MRCSt covers ISH work with NMCS to ensure dialogue with relevant line agencies,
hydropower developers and project lending entities in the public and private finance sectaryasious multi
stakeholder forums attached to specific ISH Outputs (e.g. information exchange, workshops, ISHb@sggut
interactions, etc). Among other aspects it aims to encoarfugctional partnerships to form around various ISH
activities and outpts to maximize impact and influence in leadingctmperation forbeneficial change.

W Output 1.2b- Raised Awareness of Risks and Opportunities of Hydropower Development: This output
provides a coherent and logical set of targeted messages and infarm&t raise awareness and respond to
concerns and expectations of the various stakeholders interests on the rationale, opportunities and challenges
advancing sustainable forms of hydropower (via a comprehensive but simple communication strategy that cover

all ISH Outputs, and implementation of the stratégytarget messages to the needs of specific stakehofpleups

e.g. regulators and line agencies, RBOs/RBCs, developers and operators, MRC Bodies, regional partners and
representatives of NGO/CSO orgations and research networkdMRC will be increasingly called upon to provide
well-founded information and clearly understandable explanations of many hydroposated issues.

() Output 1.2c- Improved Communication and Dissemination of MRC Outplitss output supports line
agencies of four Membe€ountriesnot only to maintain close communication with each other, but also to share
and disseminate MRCS information in a timely manner ordéhelopmentrisks and opportunities of hydropower
developmentrelevant to stakeholder interestand their specific roles and responsibiliti@here is also a need for
to feed into the overallMRC communication strategiesto continue to increase the effectiveness of its
communications strategy, making more widelyokmn the outputs produced by the ISH and fostering general
recognition of MRC as a source of sound and impartial information, opinion and advice.

() Output 1.2d- Communication products for LMB Stakeholders prepared and disseminated (English/ local
languageversions) (ISH, ICCS): This output provides synthesized and packaged information in the form of
information products on sustainable hydropower suited to needs of different stakeholders. Products will be in
English languages and in formats the NMCS/higemncies require in local languages so they can be used in
information and outreach to their respective public, civil society and private sector stakeholders.

() Output 1.3- Technical Inputs provided to the PNPCA Process: This output focuses on theel&Hl aol
crosscutting initiativein supportingtechnical inputs tahe project-specific PNPCA process. Among the activities
anticipated are (iJn collaboration with relevant MRC programmaesgchnical reviewof documents to ascertain
whether appropriatetechnical information on the projects has been included with the submissiociuding
conformance to the MRC Preliminary Design Guidafeg. fish passage provisions, navigation, sediment
management, water quality management and environmental flow proviaiwhthe safety of damgii) preliminary
technical reviewof project documents submitted by developers (i.e. feasibility, and EIA/SIA rep(iiisivhen
requested by MRE managementmore detailed technical review @pecificproject technicalfeaturesimpacting

on sustainableperformance for example with reference to RSAT and SAP tools to do a systematic check (iv)
respond to technical questions of the Joint Committee requested of MRO8here requiredprovide technical
supportfor JC visits tthe project areaand(vi) contribute to anyMRCSwork needed to refine and/or revise the
current PNPCRrocedures and guidance on MRCS risléee PNPCA

Outcome 2: Demonstrated improvement in technical capacities of MRC and prioritized national yag&f€ in
hydropower data systems and use of information needed to advance sustainable hydropower consideration

This Outcome includes help MRC Member Countries taudd capacityandknowledgebases redvant to MRC
Programme work andustainable hyrbpower outcomes Technical knowledge is shared with developers and
operators on safeguards for design and operati(grsvironmental, social and dam safet§inowledge base
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ddzLILI2 NI Ay Of dzZRS&a SELI YRAY3 aw/ W& Rl ettaddlsaridl assdsymBntad & St Ay
parameters ad hydropower operations, and monitoring hydropower project development as regard to trends,

influences, risks and opportunitieEfforts to catalyze and build capacity within MRCS, NMCs and line agencies and

LMB deelopers and operators of projects falling under the remit of the 1995 Mekong Agreement will be

emphasizedIt supports knowledge sharing and capacity building wistithese bodies noted and for their

interactions withother stakeholders.

There are fiveechnicaloutputs which contribute to Outcome 2:

Outcome 2.1: Technical assistance provided to hydropower developers on safeguards and compliance
monitoring.

Outcome 2.2a: The MRC hydropower project database and thematic knowledge base is expanded and
diseminated to intended users.

Outcome 2.2a: Improved Access to Hydimeteorological and Operational Data of Hydropower Developers
Outcome 2.3: Improved Environmental Baseline Information for Hydropower Planning

Outcome 2.4: Capacity Building Provided tonkeiAgencies for Implementation of SEAs/CIAs, Environmental and
Social Policy Implementation, and Monitoring of Hydropower Project Development

(&) Output 2.1 Technical Assistance Provided to Hydropower Developers on Safeguards and Monitoring: This
output provides guidance for hydropower developers/operators on safeguard themes relevant to the 1995
Mekong Agreement and accepted international good practice. This will target guidance for use by hydropower
entities and the LMB line agencies regulating them to help them interpret and meet the various national
regulations with afocus on transboundargoncerrs. An update to the Preliminary Design Guidance (PDG) of LMB
mainstream dams would be one product (e.g. encompassing guidance on (i) navigation locks (ii) fish passage (iii)
sediment transport and management (iv) water quality and aquatic ecology, anshfety of damsand capture

new monitoring data and findings of MRC Programme worRimilarly, a PDG for hydropower projects on
significant LMB tributaries will be considered, pending the outcome of the MRCS significance study to define
significance on MB tributaries.Here it is important to translate MRC programme work to a technical language
that developers and operators are familiar with and the technical language and formats that regulators and
hydropower developers/ operators and communicators nogeuThis will help maximize understanding and lead

to improved adoptiorof MRC scientific and specialist work

() Output 2.2a Expanded MRC Hydropower Knowledge Base: This output will update and expand the MRC
hydropower data base (HDB). With the rapidhanging pace of the hydropower development the MRC database
needs to be continuously updated. Additional data beyond what is required for BDP purposes is needed, in
particular with regard to (i) reservoir operating policies and related seowmironmental impacts and
environmentalflows provisions (ii) use of the HDB to support application of Sustainability Assesso@si(RSAT

and eventuallySAP) toapply tothe full population of hydropower projects (existing to potential), as noted in
Output 4.2b. Compilation of noncommercially sensitive sections of M€Uconcession agreements, project
developments agreements, power purchase agreements, licenses, certifications and other such documents, in
particular those data sets needed for tlIRSAT SAP and theBP scenario assessmemtsd to inform work under

other ISH Outcomes This work will be undertaken in cooperation with BDP/IKMP with ISH responsititeefor
technicalupdates.

() Output 2.2blmproved Access to Hydro meteorological and Operational Datgydfdgower Developers:

This output encompasses collection and sharing data from hgateorological stations and networks set up by
private hydropower companies, in particular relating to dry and-sesson flows, sediment transport and water
quality and fsheries MRC/ISHvould help build links with project developers to promote the sharing of hydro
meteorological and reservoir monitoring data, in particular for projects with transboundary impacts. This data is
also useful in regional analyses and can leathmproved designs and enhanced sustainability of other projects in
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sub-basins. Similarly, regular sharing of operational data with downstream communities, protected area managers
and operators of other projects in the basin or dodisin can lead to ineased energy production through more
efficient regulation, greater control of downstream flooding (spillway releases from reservoirs during floods) and
improved management of environmental flows.

(%) Output 2.3Improved Environmental Baseline Informatiomr f Hydropower Planning: This output
recognizes the formulation of appropriate impact mitigation measures requires knowledge of the existing situation
with regard to key environmental parameters that influence sustainable performance of hydropower priojects
implementation and operation. In addition, continued monitoring of changes in aquatic environmental conditions
at subbasin and basin level can be fed back into project operations. This output would consist of specific data
collection implementedn cooperation with BDP,EPDand IKMPfor projects in the MRC Hydropower Database
starting withprojectswith significant potential fotransboundary impacts.

w Output 2.4: Capacity Building provided: this output aims to systematically organize ISH coordinated
support to Member Countryline Agencies for implementation environmental and social policy, strategic and
projectlevel studies and monitoring of hydropower project development and management. It responds to the
general need to build capacity within thespective line agencies in Memb&ountriesfor (i) hydropower
sustainability assessments at the basin /ddsin levels (ii)teategic environmentalassessments (SEAG) sub
basins(iii) developing environmental and social policies to enhancedtaspets of sustainability of projects, and

(iv) ensuring a consistent interpretation of these policies and associated regulations in independent project
monitoring and facilitation of impartial grievance mechanisms.

Outcome 3: Sustainable hydropower consiggions are more systematically and demonstrably incorporated
sector, subbasin and Mekong regional planning systems and regulatory frameworks.

This Outcome includes help to MRC Member Country efforts to imbed sustainable hydropower considénations

the regional planning processes and regulatory frameworks for hydropower (economic, environment and social
and technical / safety regulation), consistent with needs to implement national policies and the 1995 Agreement.

In regard to the MRC Regionalepa key focus is on extending support to government line agencies to introduce
SEAtype assessments. These SEAs are linked to MRC Programmes to ensure the efficient sharing of information,
cooperation, synergy, and to ensure consistent approaches.egialpgfocus will be on ensuring follewp to the
NBO2YYSYyRIGA2ya 2F rmamstréandamdworkigTloseINGEth aherdViRC Programmes and

in continuing the Cooperation with China through ESCIR.

There aresevenoutputs which contribute to Owcome 3:

Output 3.1a: SEA and Regional Macroeconomic Evaluation of proposed LMB Mainstream Dams
Output 3.1b: Multi-year Followmup to Recommendations of the SEA of proposed LMB mainstream dams
Output 3.1c: SubBasin Hydropower SEAs and CIAs undertakémpas to BDP

Output 3.1d:  Ongoing technical cooperation with China on hydropower sustainability concerns

Output 3.2:  Scoping of Potential for Sm&tale Hydropower Undertaken

Output 3.3a: Specifications for navigation passage in hydropower projects

Ouput 3.3b: Guidance Developed for Mitigation Measures for Fish Migration

Output 3.4:  Multipurpose functionality of hydropower projects identified.
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W Output 3.1a: SEA and Regional Macroeconomic Evaluation of Proposed Mainstream Dams in LMB: The
SEA of maistream dams will complete in 2010. This output provides further work on raooaomic evaluation
aspectsconcerning the regional distribution of benefits and costs of hydropower development

(&) Output 3.1b- Multi-year followup to Recommendations of SBAd Crosgprogramme work undertaken:
This output will respond to substantive recommendations MBCSEAof proposedmainstreamdamsoffers for
MRCS Programme activities in 2€2015 to address critical gaps in knowledge and uncertaityidentified by
the SEA process andRC stakeholders This would include for examplgrovided for additional tasks and
priorities in field data collection, research, analysis and monitoring to address uncertaintiee impacts on
fisheries migrationsedimentnutrient balances and their implicationsafety of dams issues whetiee MRCS is
best positioned asregional basirentity to undertake Thesetasksare generallybeyond whatthe other MRC
programmes already envisaga their 20112015 planning to dateand woud continue with the successful
approach in 2002010 where ISH efinanced priority itemselevant to MRC need® address theaccelerated
AYGSNBal Ay Keé RNERihJhat SOtferlsybButputswyillQesporidBd récommendations such as
updating MRCS data bases with SEA information atditional analysis needed famplementation of the PNPCA
procedures (Output 1.3).

() Output 3.1c- SubBasin Hydropower SEAs and CIAs undertaken as Input to BDP: This output supports
consultation with BDP and liregencies Wthin resource constraintghis will identify the tributary sukbasins for
hydropower SEAs to be carried out and the corresponding priorid#3P and IKMP intend to extend the Decision

Support Framework (DSF) software to sadsin level, stding with the 3S (Sekong / Sesan / Srepok}lsai;in.57

w Output 3.1d¢ Ongoing technical cooperation with China (PRC) on sustainable hydropower implemented:
This output provides for followon cooperation with designated agencies in China on Mekong ipgdver
sustainability issues. As part of the SEA of mainstream dams in 2010 Foreign Affairs China app+pwed a 5
cooperation programme with the MRC SEA coordinated and supervised by ISH asauitimgd participatory

initiative involving MRC Progranes, NMCS/Line Agencies and local to regional stakeholders. The China
counterpart is the PRC Ecosystem Study Commission for International Rivers (ESCIR). This will build on cooperation
from 20092010 and provisionally includdurther (i) report & data &change (ii) technical exchange (e.g. short

visits by modelling and other staff) (iii) site visits to selected Yunnan dams (iv) ESCIR participation in the key MRC
Regional Workshops and (v) other research cooperation, e.g. case studies around the SHi& Hream

w Output 3.2Scoping of Potential for Sm&kale Hydropower Undertaken: This output provides an
assessment of opportunities and constraints to advance sustainable small hydropower in the LMBsc&8mall
hydropower development could also maksignificant contribution to reducing poverty and maintaining
sustainable communities in rural areas across the Basin. Generally with limited environmental impact, providing
opportunity for employment generation and potentially replacing significant amsuoit fossifuelled power
generation if implemented collectively in a concerted and coordinated manner.

() Output 3.3k Navigation Passage relatedo LMB hydropower: This output supports continued ISH
collaboration with the Navigation Programme (NP)ravigation lock design and performance standards for the
Preliminary design guidance of mainstream LMB daAdditionally, NP is considering smaller navigation potential
on significant LMB tributaries as part of the MRC Significance gardthe definition of significan tributaries).
This task is for followap assessment and study and provision of technical specifications.

() Output 3.3b Guidance Developed for Mitigation Measures for Fish Migration: This output supports
continued ISH collaboration withe Fisheries Programme, where a syoup of the Fisheries Expert Group will be
commissioned to collaborate through a number of meetings and in preparing guidance on suitable design

57Among the candidate basins where accelerated hydropower is anticipated enthed 3S or sukbasins of the 3SNam
Theun, Nam Ngum and Nam Ou.
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measures and assessment reports on the effectiveness of possible noiigatasures for the barrier effects to
fish migration of the proposed LMB mainstream and significant tributary hydropower projects.

() Output 3.5Multipurpose Functionality of Hydropower Projects Identified: This output supports
systematic assessment of t@pped opportunities for any existing, planned or proposed projects in the MRC
hydropower database to provide additional water for irrigation, as well as for other uses and ecosystem values.
This will entail (i) assessment with regard to the other possi@ter uses and feedback into BDP (ii) incorporation

of assessment results in the Hydropower Project Database, establishing links to corresponding entries in the
Irrigation Project Database (iii) formulation of draft recommendations of the identifiedtiaddi uses in pre
construction studies of the hydropower projects (iv) national workshops with relevant line agencies to discuss the
draft recommendations (especially for any transboundary implications created by a particular hydropower project)
and (v) eport elaboration on scope for mulfunctionality of projects.

Outcome 4: Hydropower sustainability assessment tools are in place at project andbasib levels to measur
and assess progress with sustainable hydropowedld® Innovative financing nohanisms especially benefit
sharing on LMB hydropowancreasingly evaluated and introduced for LMB hydropower projects

Thisoutcomehastwo main complementary strean sets of outputsThe first stream involvdselping MRC

Member Countries imlevelopgng hydropower sustainability assessment tools and building toward a more
O2YLINBKSYyaA@S adzadGrAyloAftAGe aasSaaySyd aLX FGF2NYVéE GKIE o
dams (existing and proposed) in the MRC Hydropower database. It inclustaénability assessment at project

and subbasin levels.One strategic aim is tensureMember countries have tholsthey needto measure and

monitor progress in advancing hydropower sustainability

The second stream involves assisting national igencie®f Member countries and their interactions with
project developers to adapt and apply good practi€ds willhelp the Mekongake advantage of existing and
emerging opportunities for innovative financing of hydropower sustainability meagurelsiding carbon financing
and PES) with a special focus on introducing benefit sharing mechanisms.

There aresixtechnicaloutputs which contribute to Outcomé:

Output 4.1a: Financing Mechanisms for Sustainability Measures for Proposed Mainstreaml@artiied
Output 4.1b: Sustainability Incentives within Market and Regulatory Frameworks Introduced

Output 4.1c: BenefitSharing Mechanisms Elaborated at Regional, National and Community Levels and Network
Established

Output 4.2a: Environmental Considations for Sustainable Hydropower Development (ECSHD) hydropower
sustainability assessment tools tested

Output 4.2b: Targeted application of Hydropower Sustainability Assessment /Dialogue tools at bastbdsob
and project levels

Output 4.3:  GuidanceProvided on Sustainable Management of Reservoir Watersheds

() Output 4.1a Financing Mechanisms for Sustainability Measures for Proposed Mainstream Dams
Identified: This output will evaluate potential measures to be adoptedfund sustainability componeas of
proposed mainstreamdams to inform planning. This depends also on the Outcome of the first PNPCA and
expected to start in 2010 angrovisionallylast 6 months. It would bacceleratecon a priority basis if called for in

the PNPCA process. Thislwig measures that woulgdrobablybe jointly undertaken bydevelopersand applied in

a coordinated manner in all developments throughout the affected riparian countri@pecial financing
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mechanisms and incentives may be required to ensure that this tpke. MRC, as a regional organisation,
would facilitate discussion amongst governments, developers and financiers to identify these mechanisms and
incentives.

(%) Output 4.1b Sustainability Incentives within Market and Regulatory Frameworks Introduded:output

will explore the formation and support dialogue on new market and regulatory frameworks that offer
opportunities to introduce incentives to implement good practices and to finance sustainable measures on
hydropower projects. Environmental relgiiory agencies have also been established in the Menthauntries

most recently the Water Resources and Environment Administration (WREA) in Lao PDR, with responsibilities for
the issue of licenses for water use by development activities and regulatienvaronmental impacts. MRC as a
regional organisation would facilitate exploratory discussions with the private sector, government agencies and
developing banks on introducing such incentives.

w Output 4.1e¢ BenefitSharing Mechanisms Elaborated at Regl, National and Community Levels: This
output support sharing of regional and internatioredperiencein developing benefit sharing mechanisms at local

to national levels and transboundary levels. This would follow the approach set out in the MRGI Goigfic
prepared by the ISH in 2009. Policy frameworks, laws and regulations for compensation of persons affected by the
construction of a hydropower project are generally well established in the MRC Mebentries Benefit sharing

canbe inmonetary @ nonmonetary brms. Revenue sharing (as a form of Benefit Sharimghgl the operational

life of the project enhancesocial andenvironmentalsustainabilitythrough contributions to locatlevelopment

and poverty reductionand local actionsthat synergstically manage catchments in waitsat contributed to
sustainable performance of hydropowge.g. tree planting to reduce reservoir sedimentation)

w Output 4.2a Environmental Considerations for Sustainable Hydropower Development (ECSHD) project

and bainwise hydropower sustainability assessment tools "workshop" tested (ISH, EP): This output supports
FdzNI KSNJ RS@GSt2LIYSydz NBIAZ2YLF T 62 NJaaK asigdevel hydlopowes 2 NJ & K 2 L
sustainability assessment tools. After initial tiie in 2010, it is important to increase awareness of the tool via

dialoguein multi-stakeholder workshops.

w Output 4.2b Targeted application of Hydropower Sustainability Assessment /Dialogue tools at basin /
subbasin and project levelsThis outputwill support full field implementation of the hydropower sustainability
assessment tools diasin /sub-basinand projectlevels. The basiwise rapid assessment / dialogue tool will be
applied after the SAP in a targeted manner to maximize effectivenessivg withfour primary users, namely (i)
newly forming sukbasin river basin entities (expected to be multi stakeholder) (ii) line agencies regulating
hydropower in the sudbasin (e.g. economic, environment, social and safety regulation) and, (iii) goler
developers / operators in the sdfiasin. The basiwise sustainability assessment will be practical and dialegue
oriented. It thus will inform a basiwise coordination of hydropower operations as well as capacity building and
reinforcing of coordiation mechanisms and provide concrete exposure to relevant ISH Outputs. From the planning
perspective it will practically inform the TOR for heavier tools like CIAs and SEAs and the BDP planning processes.
The projectspecific tool (the voluntary internainal IHA Hydropower Sustainability Assessment Proto&AP)

will be applied in a systematic, targeted manner for all projects in the MRC Hydropower Data base (to limits of
available funds) working with NMCS/line agencies and developers on a voluntésyTihés will be based on TRG
review and consideration of its use in the Mekong.

() Output 4.3 Guidance Provided on Sustainable Management of Reservoir Watersheds: This output
supports development of guidance aridalling of a program for sustainable ressoir management that will
eventually lead to guidance documents. Climate, soil and geological conditions, ground cover vegetation and land
use practices determine the amount of erosion in a river basin and the quantity of sediment that can be expected
to accumulate in the reservoirs of any storage hydropower projects. Watershed protection and sediment
management will help resolve important sustainability issues for many hydropower projects, particularly in areas
subject to uncontrolled logging and shiftj cultivation to minimize high sediment loads which can adversely affect
the operation of rurof-river hydropower schemes. Monitoring for the preservation of good water quality of
reservoir releases to downstream area is critical as it can be detrimgratiécted by the abuse of bichemical
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characteristics (nutrients, pesticides, mining and construction waste drainage, etc.). This Output will be
implemented in close collaboration with the G3pported Watershed Management Programme (WSMP).

Outcome 5: ISH is effectively managed and staffed and functions as a-cuttésg initiative with other MR(
Programmes.

This outcome is to ensure the initiatifenctions effectively as a crossitting initiative in the MRCis staffed to
the level approved byhe JointCommittee,and provides policy/technical advice in a timely manner with quality
and in a manner responsive to needart of thisis to ensure management and administrative procedures of the
ISH conform tdevelopmentPartner Agreements and MRactices, andhe preparation of MRCS management
and DevelopmentPartner briefings and reports on the ISH progress

Emphasis is also placed on effective management ofrédggonal mechanisms central to ISH functionality and
Outputs, namely (i) the netark of ISH National Coordinators resident in NMC Secretariats (iiyethienal
technical review group (ISFRG) established for the ISH and (iii) the new -tagbl RegionallSH Advisory
Committee (ISKAC) with 15 permanent members and additional memifessn Dialogue Partnergjevelopment
partners and private sector and civil society interests taking a regional view.

A ISH Integration across MRC programmes

Table 9 outlines integration between the ISH and other MRC programmes and Initfativtee ddivery of ISH
outputs for2011-2015

Table 9: ISH outputs/activities integrated with other MRC Programmes and Initiatives

ISH outputs The mainMRCProgrammes Involved
Outcome 1
0O1.2a: Dialogue Facilitated: Ministerial Briefings, Dialogue withh ISH engaging all MRC Programmes
Developers and Financiers, MuBtakeholder Forum, Dialogue multi-stakeholder inputs
Partners

0O1.2b: Raised Awareness of Risks & Opportunities of Hydropoy ISH with ICCS
Development

01.2c: Improved Communigat and Dissemination of ISH Outpu| ISH with ICCS

01.2d: Communication products for LMB Stakeholders based g ISH with ICCS and BDP
ISH outputs (English/ local language versions)

01.3:  Hydropower Technical Inputs Provided to the PNPCA Pr| (MIWRM/P, BDP and ICCS, with
providing technical support to MR
Programmes

Outcome 2

02.1: Technical assistance provided to hydropower developerg ISH with NP, IKMP, FP and EP
safeguards and compliance monitoring.

02.2a: The MRC hydropowenject database and thematic ISH with IKMP, BDP, EP
knowledge base is expanded and disseminated to intended userg

02.2a: Improved Access to Hyaineteorological and Operational | ISH, IKMP, BDP
Data of Hydropower Developers
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ISH outputs The mainMRCProgrammes Involved
02.3:  Improved Envirorental Baseline Information for ISH, EP, IKMP
Hydropower Planning
02.4: Capacity Building Provided to Line Agencies for ISH EP, ICBP

Implementation of SEAs/CIAs, Environmental and Social Policy
Implementation, and Monitoring of Hydropower Project
Development

Outcome 3

03.1a: SEA and Regional Macroeconomic Evaluation of Propos
MainstreamDams in LMB

ISH, BPP and engaging all MRC
Programmes

03.1b: Multiyear Followup to Recommendations of the SEA of
proposed LMB mainstream dams

ISH supporting all concerned MR(
Programmes (FP, IKMP, BDP, EP)

03.1c: SulBasin Hydropower SEAs and Cliddertaken as Input tg
BDP

BDP, EP

03.1d: Ongoing technical cooperation with China on hydropowe

ISH alsosupporting all concerned MR(

sustainability concerns Programmes
03.2:  Scoping of Potential for Se&dhle Hydropower Undertake| ISH withMIWRMP
03.3a: Specifications for navigation passage in hydropower proj NP

03.3b: Guidance Developed for Mitigation Measures for Fish FP

Migration

Outcome 4

O4.1a: Financing Mechanisms for Sustainability Measures for | BDP
Proposed Mainstreamdins Identified

04.1b: Sustainability Incentives within Market and Regulatory | BDP
Frameworks Introduced

O4.1c: BenefiBharing Mechanisms Elaborated at Regional, BDP

National and Community Levels and Network Established

0O4.2a: Environment&onsiderations for Sustainable Hydropowe
Development (ECSHD) hydropower sustainability assessment tog
tested (ISH, EP)

EP, BDP, MIWRM/P

04.2b: Targeted application of projespecific Hydropower
Sustainability Assessments and Baise Hydropower &oid
Assessment / Dialogue tools

ISH with EP

04.3: Guidance Provided on Sustainable Management of Rese
Watersheds (AIFP/WSMP).

ISH, AIFP/WSMP, MIWRM

3.4 ADDRESSING SUSTAINABILITY

ThelSHOutcomesoutputs are within the core of the MR@issbn to ensurethe susiainableand equitable use of

the Mekongwater and relatedresources. Ensuring that decisions about the management and development of

hydropowerare placed in an IWRM river basin management perspedicentralto the 1995 Mekong Agement

andregionalcooperationit envisags.

At the MRC Programme levelhet sustainability of the ISH itselé part ofthe MRC Programmstructureis also a

concernwhenthinking about the 2012015 period- and beyond.

With reference to the SWQOdnalysisof the ISH implementation experience to datteat isprovidedin Section 12
(Table 1) andalsothe longterm MRC river basin management functiatiscussed previouslyn Section 2Table
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10 below identifies anumber of sustainability factorfor the ISH (as an Initiativend how they can beenhanced
Enhancingor satisfying these factonsill help ensuresufficientd O NR& G A @rid the |IYHmairiadrs its relevance

andvalue addectontributioni 2

a Missi@riand MRGtakeholderinterests. Thiscontinued relevance and value

addedwould go a long wato guaranteethe Initiativessustainabilityas part of the MRC Programrsgucture.

Table 10: ISH 2011-2015sustainability matrix

Sustainability factors

How sustainability will be enhanced

MRC Member Countries fil&H
outputs and cooperation
mechanismst supportsrelevant

Three approaches will be use :Qonsultation with line agencigsgularly on
work plan and activity planning; ii) increasedteigration with national
monitoring activiies related to hydropower; and (i) strategic
communication with 2vay dialogue to assess MRC stakeholder expectat
of the ISH Outcomes anmutputs, andthe adequacy ofesponses to those
expectations.

Capacity building addresses the
differences ircapacity between the
Member Countries

The targeted capacity buildingctivitieswill address this integration issug
Partnershipapproacheswill be encouragedso there is shared learningnd
not only transfer of experience from outside the region into tlegion but
also transfer of experience between MRC Countries and between a
within countries of higher and lower capacities

Increased ownership and
integration with national processes
through ®ontinuous transfer of

activities to Member Countries

Capacity building include development and implementation of a plan 1
transferknowledgeanda { Af £t & FyR Ff a2 odzAfR
skillstransfer that issustainable Outputswill be implemented in a manne
that maximizescountry ownership responsibility and accountabilityA
continued focus on adapting activities towards improved implementatibr
MRC Core functions will follow up on thlispect,with additional elements if
necessary.Here also it important to have a clear definition ofet
responsibilities of the roles and responsibilitiedN#CSand Line agencies.

Partnershipspproach including
other national and regional
organisations supporting LMB
governments

A range of regional organisatisnand development partnerprogrammes
support capacity building of the LMB countries on a ldagn basisAs
described in Section;improved collaboration witlregional water, energy
and environment oganisations and increased outreach to disc
knowledge gaps andoint activities to fill thosegaps will be pursued.
Because sustainable hydropower is a relatively new concepd because
the MRC has assumed a leadershiferim this aspect (to a considerab
extent), these engagements will be oriented to bringing other national
regional orgairations into the ISH outputshere that adds value

Emphasising the benefits of
sustainable hydropower for all
stakeholders

Legitimacyof the concept of sustainable hydropower and the MRC rolg
help Member Countries deliver sustainable outcomesin hydropower,
depends onthe relevanceof the ISH taneet stakeholder expectations. Th
hydropower sustainability assessments #ie project and basin/suibasin
levek and coherent linkage of thé&SHoutputs to matters of importance tq
MRC stakeholderwill provide demonstration of benefits. Valuatiawf the
impact of hydropower management (existing projects) and futy
development proposals (new projecten poverty alleviation strategies
particularly important

Methods and activities adapted to
the charging Mekong context to
maintain high relevance

All ISH Outcomes contribute to ensuing that the ISH databases an
information are up-to-date and methodologiesare not only relevant to
realities of today, but alsol NE a2 NBI y A O¢ 3. Thibl&nsthel
sense theycontinuously seek new understandingvite cooperation and
bring in evolving good practicerhis will also contribute to the overa
relevance of the Initiative and its cresatting purpose of linking differen
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Sustainability factors

How sustainability will be enhanced

sector interests / informtion to decisions traditionally taken in th
KERNRLRZ2GSNI aaLIKSNBE +f2ySs | yR 2
flow and dialogue needed to promote new behaviours.

Adequate resourcing dSHrelated
activities to deliver the outputs

Hydropowerand the decisiormaking around it are highlgignificantto the

1995MekongAgreementand its spirit ThelSHbudget and activity levebr

2011-2015hasbeen maintained at average funding levels in the 22081

work plan and not increased Thisreflects two facts) the periodof focusing
on development of new tools should be followed by a focusing
application the tools and ii) the need to respond in due course to th
gradual change towards lorigrm core functions and a much lean
Secretariat.

Efficient implementation at MRCS
level implementing MRC lorigrm
core functions

ThelSH was formulated in 28-2009 and thereforeit is largely upto-date
and reflectsthe 20112015 focus on key activities supporting the 19
Mekong Agreementis wel asthe new MRC longerm core functions(as
discussed previously)The Initiative design includes provisions for furthg
adjustments for efficient implementation of the MRC core functions.

3.5 RISKS AND RISK MANAGEMENT

The Design and Monitorin-FA)Frameworkin Annex 1 identifieghe risksassociatedwith the ISHobjectives,
outcomes and outpus. Therisks and the success of risk management strategigl be evaluated as part of the
annual performance reportingn the ISHand the adjustments toimplementation approaches Grrective actions
will be taken in connection witmormal MRCS management mechanisnthisaspectwill be reported on and
discussedy MRCS Management attte Regional Advisory Committee, as noted in section 4 of this document.
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4 MANAGEMENT AND IMPLEMENTATION OF THE INITIATIVE

4.1 IMPLEMENTATION STRATEGY

The ISHimplementdion and stakeholderengagementstrategy is based oncooperation among driangle of
partners (MRC NMC/NMC Secretariat and line ministries / agenci@sliveing outputs, engaging with their
respectivestakeholdersand cooperating with regional bodiesnd other development partners.

Figure 6 conceptually illustrates the implementation partnés ISH outputs2011-2015, which is thecurrent
approachusedin 2010.

MRC NMC
MRC Secretariat NMC Secretariat

MRC Stakeholderd aational

NMCStakeholders
and regional levels

Regional organizations

e. g.GMSADBRETA, ASEAN
GMSWWF, MPOWERetc.

National agencies

Government line agencies,
regulatory authorities, RBC/RBOs
power utilities, research
organizations

National Stakeholders
Private secto(including

developers/operators), civil society
and thelocalrepresentatives

Figure 6: Implementation partners of the MRC ISH

This overall model would work differently according to th&put and type of activityln general the roles would
be the normakoles and functions as summarized below:

NMC Advisory body athe national levein each country

NMCS Coordinating role

Line agencies Implementing agency

MRCS Regionatoordination, guidance, reportingapacity buildingnd fund raising
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A NMCS play a coordination role in their respective caast in particular for output related workshops and
capacity buildingvith relatedstakeholder engagement, consistent with normal NMC/NMCS roles.
A National line agencies play a primary role in implementing outputs (e.g. conducting sustainability assgssmen

applying good macticewithin the country planning and regulatory systems) and liaising with the private sector
developers / operatoren the adoption and use of good practice

A MRCS / ISMill facilitate the various MRCS regional rolas notedsud as coordination, guidance, technical
assistance, regional synthesis, capacity building and fund raising.

A Regional organizations will continue to be engaged to support knowledge development around the distillation
of good practicebringingto the tableexperience andgjood practice from other regionandthe dissemination
of methodologies/tools most relevant, with related capacity building to use them.

The wider strategy for stakeholder engagement is the ISH will work in cooperation with other MRé&ni¥neg
for multi-stakeholder partnerships and outreach. This will avoid confusion, duplication and capture syriergies
engaging with key basin and sbhlsin stakeholders of MRC.

The operational strategy is to progressively sagdelSH outputs on a priity basis, as ISH staffing levels in MRCS
are increase to the approved ISH complement by the end of 2010, or early 2011. ISH would then function at this
level through 20122015, reflecting the need to stay lean and leverage outcomes.

4.2 INSTITUTIONAL AND MAN AGEMENT ARRANGEMENTS

The ISH is managed and executed by the MRC through its Secretariat and implemented through the relevant line
agencies in the four Member Countries, coordinated by the four NMC Secretariats and engaging the private sector,
civil societyorganizations and experts where appropriatéAdvice and guidancé provided by the regional
mechanisms described gection4.2.2(e.g. the regional Advisory Committee and Technical Advisory Group)

4.2.1 |Institutional Arrangements
A Regional level

The fourcountries differ in institutional arrangements and thus there is variation in the arrangements for the NMC
Secretariatgo fulfil their roles The general arrangement includes natiofHCaoordinator as the focal point for
coordination and management ahplementationof ISH outputst the national level. They assist in engaging with
the national line agenciegxpertsand NMC stakeholderand help to ensure that activities are implemented in a
way that suits the country needs and context.

A National lewel

National level working groups/technical bodies with members from national line agencies and the NMC
Secretariatswill be establishedfor key outputs as neededoveringareassuchas update of the MRC Hydropower
database hydropower implementing sustairability assessmestin a basin/sukbasin perspectivewith an
GraasSaaySyd § Swdywork bilddiBrial CeliidE transboundanaspects neededto support the
implementationof ISH outputsprovide continuity and facilitate maximum uptake by the Member Goes. The
increase focus onsustainability assessmengquires a specific effort to ensure engagement of relevarg and
regulatoryagencies developers / operators, and RBO/RBCs alsdworking with other MRC Programmaetong

side NMC$o ensurea multi-stakeholder and partnership orientation.
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A MRC Secretariat

The ISHocatedwithin the Planning Division of the MRC Secretariat has overall management responsibility for the
implementation of the ISH in 2032015. Ceordination with other divisions rad sections of the Secretariat is
ensured through the internal MRBZoordination mechaniss) e.g. the programmecoordination meetings.As a
crosscutting initiative the ISH is closely coordinated witither Planning Division Programme includihg BDP

and IWRMP in implementing the core River Basin Management fundtiohthe MRC, while at the same time
working withthe sector programmes (e.BR FP, NAFFMMPand IKMB.

4.2.2 Initiative Management Arrangements

The organisational arrangement of the ISHhwi MRCS is presented in Annex 7.

The Director of the MRC Planning Division has overall responsibility. The ISH Unit Manager / task leader supervises
and manages the activities and output® a dayto-day basisand ensures that planning, implementatiand

reporting on activities is cordinated between the Secretariat and the NMC Secretariats and line agencies. The
ISH manager is supported by a riparian staff of up three persons and an internal ISH International Consultant.
TORs for key riparian Iidsitions are included in Annex 8.

A Regional management mechanissn

Theregionalorganisation and management includes a high level Advisory Group and efficient use of coordination
mechanisms within the MRC.

A Regional Advisory Committee (AC)on ISH In 2009, TOR for the higevel AC was prepared and
regional Permanent Emberswere nominated by NMCs. EhAdvisory Committee ethanism will
provide advice and directional guidance on the strategic outlook for hydropower sustainafititg
Mekong the stiategic orientation of the ISH, the 202D15 Initiative design andsubsequent Annual
Work Plans and evaluation BHperformance andeffectiveness. Othegpermanent nembers of the AC
include representatives ofdevelopment partnershelping to finance the ISH in 2012015 Ad Hoc
Members and Observerdrom the private and civil society sectpr-ormal Dialogue Partnergnd
regional / international specialists may be invitam specificAC meetings epending on the Agenda
The first AC meeting will be heiid October2010. Thereafter semiannual meetings are planne@OR
for the regional AdvisorCommitteeis providedin Annex4.”®

A Regional TechnicaeviewGroup(TRGn ISH Set up in 2009, consisting of representatives of NMCS
and line agencies (3 psons per Member country)o technicallyreview key ISH outputsThis will
continue the successful method of cooperatithat wasachieved in 2002010 on the MRC Preliminary
Design Guidance (PDG) of proposed LMB mainstream daendesign of tributary gjnificance studies;
consideration of the international Hydropower Sustainability Assessment Protocol (SAP); and, the
formulation of the basin/sudbasin rapid hydropower sustainability assessment tool (RSARG

*®Draft TOR shared with MRC Joint Committee Members, for (i) comment on TOR; and (i) nomination of country
representatives. Due date for reptyl5 May 2009.
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