Preface
In 2009, the Environment Protection Fund (EPF) increased the commitment to
fund 33 sub-grants, amounting to USD 1.5 million aiming at strengthening
environmental management, specifically in the areas of waste management,
sustainable natural resource management, biodiversity conservation and
environment development submitted by provincial, sectoral agencies and other
implementing agencies. By the end of 2009, 176 sub-grants were funded by the
EPF, of which 101 sub-grants were completely implemented and 75 ongoing. This
contributes to progress toward the achievement of the 5 year plan.
The EPF would like to express sincere thanks to all agencies in their effort to
implement their obligations related to environmental protection. Special thanks to
the World Bank for its continuous support to EPF and to others partners.
The EPF hopes that the cooperation and support will be further developed to
achieve the EPF objectives and the national environmental strategy and to
contribute to the socio-economic development of the country.

Deputy Prime Minister
EPF Board of Directors Chairperson
Duly signed
Asang Laoly
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1. Introduction
This report is referring to the EPF operational plan for fiscal year (FY) 2009,
covering the period 1 Oct 2008 – 30 Sep 2009. The key activities undertaken are
shown as Annex 1.

2. Achievements
2.1. Organization and Administration
2.1.1. Board of Directors (BOD)
The EPF BOD organizational structure was amended by the Prime Minister
Decree No 048/PM on May 15, 2009 and the nine members of the BOD were
appointed. The first meeting of the 2nd BOD constituency was organized in June
2009.
2.1.2. Project Steering Committee (PSC)
There is no change in the structure and membership of the LEnS Project steering
Committee (PSC).
2.1.3. EPF Executive Office Organizational Structure and Staffing
The EPF Executive Office (EO) was restructured and staffed accordingly. Four
new staffs were on board while 5 left the EPF. At the end of FY 2009, there were
20 staffs.
2.1.4. EPF regulations
The Operations Manual was improved starting with LEnS focusing on the
following issues: EPF organizational structure, sub-grant approval procedure,
terms of reference and salary range of the EPF staff. Moreover, the manual on
financial management and procurement, technical guideline for the implementation
of sub-grants, the Environmental and Social Safeguard Framework and other key
documents for LEnS were deveeloped.

2.2. Financial Management System
2.2.1. Accounting System
The computerized accounting system developed by APIS, a local consulting form
to develop accounting and monitoring system for EPF, was progressively
improved to be fully operational and at present it can generate the reports required
by the donors and EPF management. However, the manual system is still being
kept as part of testing the accuracy of the system which is still being continually
developed.
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2.2.2. Financial Audit
EPF hired the State Audit Organization (SAO) to undertake the annual audit for
the Executive Office which is planned to be done by November 2009. On the
other hand, the FY 2008 audit report for the Lao Environment and Social (LEnS)
Project by Price Waterhouse Coopers (PWHC) was completed by June 2009.
There were 37 audit findings, 12 of them were due to failure to meet existing LEnS
financial rules, and 25 issues were due to failure to meet international standards.
Therefore, the mitigation actions by the EPF were to (i) do an internal audit; (ii) reinstruct the sub-grantees to follow correctly the concerned regulations; and (iii) to
improve EPF regulations to make it consistent with international standards, and
communicate these effectively to sub-grantees.
The FY 2009 audit for LEnS will be complete meet in March 2010 to meet the
LEnS covenant.

2.3. Specialized Financing Windows
The EPF continued to provide funding through its five Specialized Financing
Windows (SFWs) shown in Figure 1. Annual funding provided is also reflected.
Figure 1 - SFWs

EPF

Window 1:
PICE

Window 2:
CBI

Window 3:
Pollution
Control

Window 4:
Water
Resources
Management

Window 5:
Sustainable
Land
Management

2.4. Planning
2.4.1. Fund raising
The EPF income for 2009 amounted to USD 3,387,000. Details are as follows:
1. The EPF endowment fund was deposited at the Banque pour le Commerce
Extérieur du Laos (BCEL) for 2 years, up to October 2010. This is
generating an interest of about USD 250,000 annually.
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2. The EPF developed a proposal to request the World Bank for USD3 million
LEnS additional financing (LAF) that will provide financing support to
PICE and CBI windows at about USD2.65 million, and USD 0.35 million to
Window Management Unit (WMU) at about USD0.35 million. The preappraisal was carried out and agreed actions were adopted. One of the key
issues is the EPF position, whether it is eligible to receive the Government
budget, especially the revenue of Nam Theun 2 Project and the need of an
action plan to ensure sustainability of the EPF. This is being discussed with
the Ministry of Finance, and the process of preparation will continue up to
the end of 2009. During this time, The EPF, concerned provinces and
sectors are expected to have enough time to meet the different funding
conditions. It is anticipated that the LAF will be effective by January 2010.
3. A proposal was prepared and submitted to the MOF, requesting to use Nam
Theun 2 revenue. The proposal includes watershed management, solid
waste management and protected area management; priority activity is for
Hin Nam No National Protected Area management that will be the basis for
the development of a proposal to include it in the world trans-boundary
natural heritage list. The EPF has provided fund the first phase of the
project and the fund for the next phase is not yet ensured.
4. The EPF received USD23,000 from (United Nation for Education, Science,
Culture Organization), under the participation program to implement the
training activities for Hin Nam No Protected Area management .
5. Implementing the national sustainable hydropower policy is difficult for the
hydropower projects that were awarded the concession agreement.
Discussion on the contribution has also been undertaken with the new
electric projects namely Theun Hinboun Extension and Hongsa. The EPF
BOD agreed that contribution from all investment projects has to be
included in relevant laws, namely Investment Law or Environment Law.
The EPF will continue to discuss with the Ministry of Planning and
Investment (MPI) to include the said provision in the investment law.
6. Since 2008, the contribution to the EPF (for the environmental protection)
was included in the agreement on the exploration and mining project. The
EPF has requested the MPI to provide copy of relevant agreements and
then proceeded to collect the said contribution. By the end of 2009, the
EPF received mining investors’ contribution amounting to 114,000.

2.5. Sub-Grant
2.5.1. Sub-grant approval
By the end of 2009, the EPF committed all PICE fund and 3 CBI sub-grants are
being reviewed. These 3 sub-proposals are the management of Phou Chomvoy,
Khounxenongma and Laving Laveun Provincial Protected areas, amounting to
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about USD 200,000. The delay is due to the improvement of the sub-grant
objectives to meet the LEnS project development objectives and to ensure
consistency with the Environment and Social Safeguards Framework (ESSF).
Other improvements for sub-grant implementation included providing of technical
and financial staff for each larger sub-grant, and intensive training on protected
area management for the said PA managers and staff.
The Pollution Control window supported 8 sub-proposals related to the district
solid waste management and Xayabouly pesticide management. The Water
Management window awarded the bank erosion sub-grant in Bokeo Province and
the Kud Chakeung wetland management in Saravan Province. The Land
Management window provided fund for the management of Nam Phao watershed,
in the buffer zone of Phouchomvoy provincial protected area in Bolikhamxay
Province.
In general, the commitment complied with the annual plan except the 3 large CBI
sub-grants discussed above. Details are shown as in table 1. List of sub-grants
committed in 2009 are shown as in Annex 2.

Table 1 – Committment by SFW
SFWs
PICE
CBI
Pollution Control
Water resource
Land management
Total

2009 Plan
# projects
Budget
8
970,547
13
405,018
7
65,000
3
70,000
3
50,000
34
1,560,565

Committed
# projects
Budget
9
991,780
13
416,786
8
51,719
2
59,162
1
27,762
33
1,547,209

In 2009, EPF/LEnS advanced to the sub-grant only about 60% of the plan,
this means that the implementation is slow and delayed. are shown as in table 2.
Table 2 - Advance in 2009
SFWs
PICE
CBI
Pollution Control
Water resource
Land management
Total
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2009 Plan
723,475
656,108
65,000
70,000
50,000
1,564,583

advanced
415,068
447,247
38,056
9,750
13,285
923,406

2.5.2. Monitoring and evaluaion of sub-grants
The evaluation of sub-grant implementation at the end of FY 2009 indicates the
following status of the 176 sub-grants, (i) 101 sub-grants were completed, and (ii)
75 were ongoing. It shows that many sub-grants were in the process of
implementation. Of these ongoing sub-grants, some are newly approved and some
are delayed. Details are shown as in Table 3.

Table 3- Status of the sub-grant implementation by SFW
SFWs

Completed

Ongoing

Total

48
26
24
2
1
101

50
21
1
1
2
75

98
47
25
3
3
176

PICE
CBI
Pollution Control
Water resource
Land management
Total

2.6. Supervision
2.6.1. BOD Meeting
There were two BOD meetings in 2009, one was a regular BOD meeting while
another one was an extraordinary meeting. Highlights of the meetings are as
follows:
The 3rd Extraordinary Meeting of the EPF BOD, held on January 6, 2009, has: (i)
approved the new structure of the EPF BOD and its 9 targeted members, (ii)
approved the amended operations manual (including the revised EPF/LEnS
structure, the proposal approval procedure and the salary range of the EPF staff);
(iii) approved the 3 larger PICE sub-proposals emphasizing on legislation; and (iv)
concluded that a clear scope of program for EPF to tap funds for the
environmental protection should be prepared by EPF EO.
The 7th Meeting of the EPF BOD, held on 8 June 2009, has: (i) approved to renew
the ED’s contract, extended the EA-Administration/Finance’s contract, and
approved hiring of two candidates for the new posts of EA-Technical/Planning
/Monitoring and Evaluation and LEnS Windows and M & E Manager; (ii)
approved the revised work plan for FY2009 and annual report for 2008; (iii)
requested the EPF EO to prepare timely the five year plan (2011-2015) and the
2010 annual operational plan to be discussed in the next BOD meeting; and (iv)
decided that the fund for the environmental protection be managed by one agency
so that the EPF BOD can regularly supervise and guide; and (v) requested the EO
to collect timely all contributions by investment projects and include provisions on
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contribution to the EPF in relevant laws namely the environmental protection law,
investment law or budget law in the longer term.
2.6.2. PSC meeting
Four PSC meetings were held in 2009, as follows:
(1) The 9th PSC meeting, held on 16 October 2008, has (i) approved the annual
report for the FY 2008 and annual plan for the FY 2009; and (ii) endorsed
six larger sub-proposals.
(2) The 10th PSC meeting, held on 3 March 2009, has: (i) recommended
strengthening of WMU capacity and to examine the reasons for the high
staff turn-over, (ii) provided suggestions for more effective monitoring/
evaluation and financial auditing, (iii) confirmed that WMU may request
Government staff contribution of about 70% of their time; and (iv)
endorsed funding for the proposed Phou Ngou Protectd Area management
project.
(3)

The 11th PSC meeting, held on 29 May 2009, has (i) aproved the 2nd quarter
report and the 3rd quarter plan of FY 2009; (ii) suggested to facilitate subgrant implementation, (iii) concluded that the approval of provincial subgrants should be the responsibility of the provincial PSC; and (iv) requested
WMU to revise and resubmit the CBI Technical Guidelines.

(4)

The 12th PSC meeting, held on 29 May 2009, has (i) dicided that comments
to the CBI Technical Guidelines should be provided to the EPF EO for
consolidation before discussing them at another time; and (ii) reiterated the
need for a well-planned and closer monitoring of sub-grants..

2.6.3. World Bank Mission
The World Bank Supervision and Identification of Additional Fund Mission was
carried out from 30 March to 30 April 2009. The key results are as follows:
1. The overall performance is improved and upgraded to “satisfactory” due
to the potential positive impacts of the regulation and institutional
actions on the sector, the increase of disbursement, the improvement of
the financial management and procurement of the sub-grants and the
restructuring of the EPF EO;
2. The LEnS Additional Financing (LAF) will give priorities to (i)
environmental and social safeguard capacity development for WREA
and priority provinces; (ii) Deepen engagement in the three provinces
(e.g. further support to Nam Kading-Nam Theun planning and river
basin organization operation and capacity building; and (iii) Sustainability
of the EPF and improving their capacity for administering
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environmental management of program. This will help to achieve the
PDO (Project Development Objective).
The World Bank pre-appraisal mission for LAF was carried out from 10 to 28
August 2009. The key results are discussed in section 2.4.1.

2.7. Information
2.7.1. Public information Center
The Executive Office has set up a Public Information Center (PIC) which is made
available to the public. EPF-related documents including regulations, reports and
brochures can be accessed at the PIC. The documentation related to EPF activities
was done. This included printed 2007 and 2008 annual reports, and other
brochures.
2.7.2. Electronic website
The EPF website was updated regularly, partially addressing the information needs
of the public.
2.7.3. Annual Stakeholders meeting
The Annual Stakeholders meeting was held on 7 August 2009. It was chaired by
H.E. Somdy Douangdy, Minister of Finance and EPF BOD Vice-chair and
attended by 73 participants representing the ministries, provinces, academy, mass
organizations, civil society, international organizations, developers and EPF
implementing partners. The discussion focused on the sustainability of the EPF.

3. Revenue and Expenditure
3.1. Revenue
EPF revenues were planned to come from the World Bank grant for the LEnS
Project and the interest of the Endowment Fund of the EPF. But in 2009, two
others sources were added; the grant by UNESCO to fund training activities for
the Hin Nam No Protected Area Management Project and the contribution by
investment projects.
For 2009, the EPF revenues amounted to USD 1,642,179 equivalent to 83% of the
plan, and the main reasons are the delay in sub-grant implementation and
consequent slow withdrawal. However, the expenditure for FY 2009 has increased
significantly compared to 2008. Details are presented in Table 4.
-
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Table 4- Revenue for 2009
Sources
Revenue from the endowment fund
Transfer from the World Bank
Grant from UNESCO participation
program
Contribution from development projects
Total

Annual
Plan
($)
240,000
1,600,000
23,000

Annual
Revenue
($)
257,170
1,248,234
23,000

114,000
1,977,000

113,775
1,642,179

%
107%
78%
100%
100%
83%

3.2. Expenditure
The annual expenditure represented 66% of the plan. This is due to the delay of
the implementation of the sub-grants of LEnS windows, and the low number and
quality of proposals submitted for non-LEnS windows. Details are presented in
Table 5.
Table 5 - Expenditure in 2009
No
1

Activities
Administration
EO
LEnS

Total of Administration
2

Windows

Grand total

Annual Plan
($)
133,000
259,880
392,880
1,564,583
1,957,463

Annual
Expenditure
($)

%

146,705 110%
230,429 89%
377,134 96%
923,406 59%
1,300,540 66%

4. Conclusions
The annual operational plan was well implemented even the target is not fully
reached. The key element was the overall performance that was improving, and
was rated “satisfactory” upgraded from “marginally satisfactory” due to the
performance of the financial management of the WMU and the sub-grant
implementation and its consequent disbursement of the World Bank Grant that
amounted to about USD 2.5 million or 62.5% of the grant.
Besides, there were some weakness in the management and operation of the LEnS
and the World Bank request the EPF to enhance the performance of the LEnS
implementation and particularly the preparedness for the LEnS additional
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financing. The auditing result shown a number of failures, due to the low standard
for EPF operation and non–compliance to the financial management rules by subgrantees. In addition, there was delay in the implementation of sub-grant,
restructuration and other.
The EPF noted that the performance could not be measurable for smaller
community sub-grants, but they could respond to wide range of immediate needs.
While the larger sub-grant that could meet the long-term objectives required
additional capacity enhancement of the sub-grantees. These lessons are being
incorporated in the planning and implementation of the next five year plan.
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Annex 1- Key activities in 2009
Key activities
Staffing
Office Accommodation and Administration
2.2. Financial Management System
Accounting System
2.2. Financial Management System
Development of Planning Documents
Strategic Planning Documents
Five-year Strategic Program
Training Needs Assessment
Operational plan
Special financing windows establishment
Sub-Project Development
Improve funding strategy
Approval/signing of agreement
Monitoring
Reporting and auditing
Preparation of activities and financial
reports
Auditing
BOD Meeting
PSC Meeting
Supervision mission
Information
Public Information Center
Web site
Annual Stakeholders meeting
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Responsible

EA
FM
FM

2008

2009

10 11 12 01 02 03 04 05 06 07 08 09
▲
▲▲▲▲▲▲▲▲▲▲▲▲
▲
▲▲▲▲▲▲▲▲▲▲▲▲

ED
▲

EA
EA, FM
ED, WM
ED, FM, WM

▲

▲

▲▲
▲
▲

▲

▲
▲▲
▲▲▲▲▲
▲▲▲
▲▲▲▲▲▲▲▲▲▲▲▲

EA, FM
FM
ED, WMU
ED, WMU
ED, WMU

▲

▲

▲

▲

▲
▲
▲

▲
▲

▲
▲

▲
▲
▲

EA, IM
EA, IM
ED, EA, IM

▲

Annex 2 - List of sub-projects approved in 2009
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