[letter from EDF to French National Contact Point for the OECD Guidelines for Multinational Enterprises]
[translation by EDF of French original]

Mr Ramon FERNANDEZ

Chairman, OECD National

Contact Point

Ministry of Finance, The Treasury

139, rue de Bercy

75572 Paris Cedex 12

Paris, December 8, 2004

Dear Mr Chairman, 

On November 24, 2004, an NGO collective submitted an instance to the OECD National Contact Point, concerning the Nam Theun 2 hydroelectric project in Laos, to which EDF is contributing as main shareholder, future head contractor for the construction of the facilities and service provider to the operator, i.e. NTPC.

We feel that it would be useful to remind you of the economic principles and Sustainable Development commitments which have been those of EDF, as well as of its investment partners, throughout the development phase of this project, and which will remain so during the operational phase.

EDF has been the leader of the development of this project for more than five years and has always seen that its participation involves an exemplary treatment of the social and environmental impacts. This ethical requirement is based on the guidelines of the World Bank, the institution called upon by EDF at the very first stages of the development in order to benefit from its experience in mastering the social and environmental impacts brought about by this type of major infrastructure project.

EDF is most convinced that the Nam Theun 2 project:

· is an outstanding technical, economic and ecological project;

· is an opportunity for the development of Laos and its population;

· and that it has been developed according to a transparent and socially responsible process.

An outstanding technical, economic and ecological project

The exceptional hydrological, topographical and geological features of the site make it possible to design a simple, reliable and economic hydroelectric power scheme. 

The growth rate of the electricity needs of Thailand, which will be the project’s main customer, will be about 6 to 7% per year over the next decade, a figure wholly justifying the construction of this new generating facility. In this context, the Nam Theun 2 project represents about one year of growth of Thailand’s electricity demand. The hydroelectric facility is scheduled to be commissioned at the end of 2009, after a financial close to occur no later than the beginning of May 2005.  

The project will supply 75 MW to Electricité du Laos and thus will make it possible to meet the new power requirements of this country. 

It will also play a part in limiting the emission of greenhouse gases since this renewable energy-based means of generation will substitute for one or more fossil-fired power plants (probably gas fired). 

After many studies aimed at assessing and appropriately dealing with the project’s environmental and social impact in collaboration with the various stakeholders involved in the project, a plan respecting the environment and population both downstream and upstream of the dam is provided for under the concession agreement. It is also planned to finance (US$1 million per year over a period of 25 years) the preservation of a biodiversity zone, in the vicinity of the dam area, of major interest world-wide (3,950 km2 of the catchment basin) and not depending on the project. Finally, it should be mentioned that only a relatively low number of people (about 1,000 households), compared with the installed capacity and generation potential, have to be resettled because of the project.

Such advantages have not gone unnoticed by the 25 financial institutions which are very seriously considering to take part in financing Nam Theun 2 (project financing with limited recourse), while remaining highly concerned about their image and the viability of the project. Nor have these advantages escaped the attention of the Laotian, French and Thai governments which have had the opportunity to express their support of the project on several occasions, particularly within the scope of a Franco-Thai Joint Declaration in May 2003 and during the conclusion of memoranda of understanding between the Kingdom of Thailand and the People’s Democratic Republic of Laos.

For these technical and economic reasons, it is therefore very likely that Nam Theun 2 will end up by being built, regardless of the promoters and modes of financing. The purpose of the programme followed by the EDF Group is to ensure construction that complies in every way with the requirements of sustainable development.  

A unique opportunity for the development of Laos and its population

The Nam Theun 2 project is an essential part of the economic development of Laos, one of the poorest countries in the world. There are two types of financial consequences for the country: direct revenue through taxes and dividends and indirect revenue through development programmes. 

The direct revenue for Laos (dividends, taxes, royalties) will be about US$1,900 million over 25 years, i.e. approximately US$75 million per year on average (which represents 4.4% of the GNP in 2003 and 30% of the national budget). At the end of this concession period, the ownership of the facility will be transferred free of charge to the Government of Laos which will then be the sole beneficiary of this generating facility designed to operate well beyond the concession period. 

The main interest for the people of Laos also resides in the vast plan to fight poverty, developed with the Government of Laos, the World Bank and other international institutions, and which will be financially combined with the project.

The total budget of the Environmental & Social measures during construction and during the 25 years of commercial operation by NTPC exceeds US$160 million, equivalent to more than 10% of the investment cost and a significant part of the operating income, which represents quite an exceptional level for a project of this scope. In addition to their immediate effects, these development programmes will spur a regional and national dynamic whose positive medium-term results are obvious.

A transparent and socially responsible development process

Environmental aspect 

The Environmental and Social (E&S) studies of the project have been conducted for the past 10 years, with the support of international and NGO experts, and in close collaboration with the International Finance Institutions (World Bank, ADB, AFD) who keep a close watch over compliance with their E&S principles. The quantity and detail of the E&S studies (about 300) have reached a level that is unequalled for this type of project. 

The transparency of these studies, while preserving the confidentiality of some commercial documents, is the constant concern of the project’s promoters: (i) the different versions of the E&S documents are available on the project website as soon as they are published
, (ii) 5 international workshops were organised in autumn 2004 worldwide to set out the project’s characteristics and receive the observations of the various stakeholders, (iii) the NGOs and the media have always been able to freely visit the project area and discuss the situation with the inhabitants affected by the project.

Local consultations have been carried out since 1995 in order to inform and communicate with the affected villagers and ultimately to include the results of the discussions in the E&S documents. This participative process has been constantly improved and its professionalism and objectivity have been praised by all of the independent observers (international experts, finance institutions). The consultations have taken place under the control of an external observer appointed by the World Bank.

All of the E&S action plans come under contractual commitments for the Project, via the Concession Agreement signed in 2002, and currently undergoing a review to integrate the results of the additional analyses and studies carried out since that time.

The industrial set-up selected for the construction of the facilities 

The construction contracts were awarded under wholly transparent conditions under the responsibility and in keeping with the EDF’s technical and ethical requirements. The awarding process was based on international calls for tender and resulted in a highly competitive construction cost.

Within the scope of project financing, the International Finance Institutions also make sure of the acceptability of the set-up and content of the turnkey construction contract.

Finally, the content of the construction agreements ("turnkey" construction contract and sub-contracts) is subject to the approval of the Government of Laos before enforcement.
I hereby confirm that our departments will make every effort to explain all this to you, giving you any further details you may require, and doing so with the same open-minded approach that has always been ours. We remain at your disposal to look into this dossier with you.

Yours sincerely,

Claude JEANDRON

Deputy Senior Vice-President,

Sustainable Development and Environment Branch

� www.namtheun2.com
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