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Lao Peoples’ Democratic Republic
Peace Independent Democracy Unity Prosperity
cemenez==000z==cnncen- B -G
Vilabouly District Reg..../DG. VBL
Development Trust Fund Dateg 4 /0CI/ ¢13

Development Trust Fund Charter

* According to the Agreement Amending MEPA between the Government of the Lao’s
People Democratic Republic and Oxiana Resource Laos Limited in 2004,

¢ According to the Strategic Development Plan of VBL to eradicate poverty by the end
of 2015.

o According to the discussion of the Trust Fund Board Management of VBL (Vilabouly
District) and MMG-LXML Company to implement projects with effectiveness and
standardization.

A. Introduction

The Community Development Trust Fund was established in 2003 consistent
with the Environmental Certificate for the Gold & Copper Operations, and Article 24 of
the MEPA, and the Agreement Amending MEPA between the Government of the Lao’s
People Democratic Republic and Oxiana Resource Laos Limited in article 3, page 3, and
will run for the duration of mining operations in Sepon.

The fundamental principles of the Trust Fund are to provide support to the
community most affected by the impact of the mine in cooperation with the District,
Provincial and Central Government. The purpose of the trust fund is to provide targeted
assistance to communities impacted by the mine’s operations to eradicate—poverty
through sustainable education, health, livelihood and basic infrastructure projects.

Generally projects carried out by the Trust Fund supplement and follow the
District and/or Provincial Government development plans.

B. Purpose

The purpose of this document is (a) To agree the rules and conditions of budget use of
Trust Fund, and (b) establish guidelines for the Trust Fund Board Management
Committee for the process of annual planning approval.



C. Development Trust Fund Charter

(Vilabouly Trust Fund Program)

1. Purpose of the Trust Fund

il

i. Inline with the introduction above, the primary purpose of the Trust Fund is
to assist the District Government to solve/eradicate poverty in Vilabouly
District through the delivery of basic community services such as education,
health (including water and sanitation), livelihoods and infrastructure
projects. As a result, priority will be given to projects that:

a. Are developmental in nature, benefit the community (directly and
indirectly), and meet poverty alleviation or eradication targets,
especially for projects that directly benefit women and children;
and/or

b. Strengthen the capacity of District authorities to deliver basic
community services, including through government agencies or
local village, community, and mass political organisations (such as
the Lao Youth and Womens’ Union or the Lao National Front for
Reconstruction).

The Trust Fund is intended to be used throughout Vilabouly District to provide
support to those people directly affected by the impact of the mine, but projects
outside will be also be considered in some circumstances if they provide a
direct developmental or poverty eradication benefit to the region.

2. Project Approval.

il.
iii.

Vi.

The proposed projects and budget must be reviewed and approved at the
Annual Meeting, taking into account recommendations from the
Technical/Informal Meeting in August each year. Final decisions on approved
projects will be made in the Annual Meeting in September each year.

Projects must meet the purpose of the Trust Fund as mentioned above.

Projects cannot be started and no funds committed until formal project
documents are approved by the Community Relations Department and
Vilabouly District.

Changing project proposal details or project title after the Annual Meeting can
be reasonably negotiated and adjusted upon agreement by LXML and District.
Approval of construction projects have to adhere to the project criteria and be
reviewed by the District and LXML

Exceptions to the above agreements can be negotiated in good faith between
the District and LXML. However, such exceptions should be presented before
the Annual Meeting for consideration.

3. Project Tendering

i.

Projects with a value of $50,000 or more must be put out to tender. They must
be advertised through a public announcement e.g. radio, newspaper etc. A
minimum of three, preferably five, closed bids should be received in a
competitive bidding process. Any project costing under US$ 50,000 will be
negotiated informally with at least three local contractors.



ii. The bid reviewing committee should consist of representatives of LXML and
Vilabouly District.

4. Project implementation

i. The technical officer assigned to monitor project implementation will be
appointed by the head of the funded office. The officer will establish a
monitoring check list in consultation with LXML to ensure each project meets
its objectives within the scope of the purpose of the Trust Fund. The Officer will
report to the Trust Fund secretary unit after each monitoring visit.

ii. The Trust Fund inspection and monitoring teams will periodically monitor and
report on progress.

iii. Construction projects require frequent and regular monitoring to ensure
objectives are met.

iv. All construction projects are required to include a sign-board (approximately
120cm x 80cm) indicating LXML funding. .

5. Project Inspection and Repayment

i. Milestone payments will be made for large projects, and these payments will be
paid year by year after satisfied technical inspection by three parties. The
inspection team members will include district, LXML Company and Contractors.
Repayment to the project is dependent on the budget allocation of the Trust
Fund Board Committee.

il. After each project is completed, the project owner will formally hand it over to
the Village Authorities in order to use and maintain it.

6. Reporting

i. Reporting will include detailed confirmation that the project has been
completed in line with the original guidelines.

7. Financial Clarification

i. The annual budget plan has to be approved formally by the Trust Fund Board
Management before drafting project proposals.

ii. The sectoral annual budget division will be identified by the Vilabouly
Leadership. After that, each office will manage the allocated budget according to
their priorities. Then it will be presented to the informal/technical TF meeting.

iii. All payments will be made in the form of cheques (not cash) after satisfactory
completion of the final project report.

iv. Cheques for projects will require signatures from both Vilabouly District
Chairman/representative and the LXML Co-Chairman. All budgets/cheques will
be transferred to the official Vilabouly District bank account.

8. Administration Budget

The purpose of this budget (US$15,000) of the total TF budget is to provide the
District with funds to support:



9.

District staff training and staff development.

Promote and support the district to work at the grass-roots level.

Purchases of minor assets up to $2,000 for office work. Recurring costs for
operations of District Office should be charged to Administration. For example:
electric power and water supply.

The bank’s monthly service fee has to be taken from the administration budget.
The administration budget will not be used for vehicle purchase.

Maintenance Budget

US$30,000 allocation for annual maintenance project. This allocation is intended to
use for maintenance project of other infrastructure under responsibility of the
District.

10. Debt and repayments

ii.

iil.

Vi.

Construction of large projects occasionally exceeds the scope of Trust Fund
budget in one calendar year. Borrowing from future years (creating debt) can
be a good way to pay for these projects. LXML and the District agree that
occasional debt is permissible, but it must be closely monitored and controlled
in order to ensure that debt does not become unmanageable.

A presentation on debt must be included in the Annual Meeting which shows:
new debt, current debt, amount to be paid this calendar year, and outstanding
debt at the end of the year.

Any new projects creating debt must be specifically shown as new debt at the
Annual Meeting, given a time table for repayment, and shown in the context of
the total outstanding Trust Fund debt.

Maximum debt shall not exceed 100% of the value of the annual Trust Fund
amount. Generally, debt will be kept below $250,000.

All new debts must be repaid in fixed amounts and complete within Five Year
Plan (year 2011 - 2015).

The District is completely financially responsible for all and any debts of the
Trust Fund. In case the mining operation is going to close, the company should
inform the district 1.5 - 2 years in advance so appropriate action can be taken
to limit commitments.

The agreement above will be effective after both sides are agreed and signed;
and be revised and improved after 2 - 3 years in order to respond to changing
situations.

Chairman of the Trust Fund, VBL Co-Chairman ofEXML
District Governor Manager o M partment
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