HSAF Meeting 7 — Iceland Mtg7 Paperl4
Process Review — Objectives, Risks, Performance Indicators

At Forum Meeting 7, the Forum members have an agenda item entitled Process Review. There are
two hours available for this item. The intended format is a general open discussion, then some more
focused discussion on objectives, performance measures and risks.

The following papers are attached to provide some reference for these discussions:

Attachment 1: Relevant excerpts from the Forum Status Report November 2008, which outline Forum
performance measures and major risks.

Attachment 2: Relevant excerpts from the minutes of Forum Meeting 1

Attachment 3: Relevant excerpts from the minutes of Forum Meeting 6
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ATTACHMENT 1:

RELEVANT EXCERPTS FROM THE FORUM STATUS REPORT NOVEMBER 2008

Forum Meeting Process Review (Forum Status Report pages 16-17)

The Forum members discussed its meeting procedures at the end of Meeting 3, which generated
some recommendations to take forward in the process. The following is an agreed summary of
outcomes taken from the meeting minutes.

The discussion captured an overall favourable view of how the Forum is progressing. The Forum
members unanimously complimented the coordinating team for their efforts and contributions to the
substantial debates. Some observations and ideas for improvement arising from the discussions are
noted below.

Within Meeting Processes:

— Need to recognise that there will be an evolution in group dynamics. At the early stages members
will want to ensure that the agenda items most critical to them are raised, and so there may be
digressions from the agenda that need to be somewhat tolerated. As the Forum progresses
through its work plan it will experience increasing efficiency and focus.

— Need to ensure and retain clarity on the purpose of each agenda item. Forum members
encouraged the Forum Chair to strongly enforce this focus. It was observed that reduced focus
can be linked to meeting fatigue, the potential for which needs to be recognised in the meeting
agenda design and how the meeting is paced.

— Need to use the “parking lot” approach more, so that when issues are raised that are not focal
areas for that particular agenda item, they are recognised and time is allowed later in the meeting
to address those deferred issues. Where appropriate, 2-3 people could be directed to discuss out
of session a deferred item, and bring back to the meeting ideas on how to address it.

— Strategies to give adequate opportunity to hear from all Forum members in discussions were
explored. More small group work could be brought into the session design where appropriate, as
could more structured exercises aimed at canvassing all views. Individual styles and needs were
explored, leading to a greater collective awareness of how to support this objective.

Meeting Agenda Design:

— Need to get into substantive work earlier in the meetings rather than leaving the bulk of it for the
last day, as meeting attendees will be more fatigued later in the meeting and there is a higher risk
of running out of time for certain critical items.

— Need a larger proportion of the meeting targeted towards reaching meeting agreements on
Protocol improvement.

— Need to deal with administrative considerations quickly and efficiently, and be judicious about what
needs to be brought into the Forum meeting for discussion. New proposals should be dealt with
out of meeting if possible, although it was noted that the need to discuss aspects of a new
proposal cannot always be predicted.

Use of Experts:
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— Experts have been very useful in assisting Forum members from different backgrounds to develop
a common understanding of some of the key issues, and it is important to retain this.

— Need to use experts more fully throughout the meeting to help consider how to improve Protocol
content relevant to their areas of expertise.

These outcomes have been taken into consideration in the design of Forum meeting 4, with some
improvement but still room to continuously improve.

Other Reflections on the Forum
Frequency of Forum Meetings:

- A consistent message coming back to the Forum from its members and also from reference
groups trying to follow the Forum process that it is moving too fast and is very resource intensive
to try to stay involved in the process. Aninitial idea was that comments from reference groups
would be received on the minutes from each Forum meeting, but in reality the pace has been too
fast for this to occur.

Reference Groups:

- The Forum commenced with a consultation model that each Forum member would have a formal
reference group. In practice this has been difficult to achieve, because reference groups have
their own resource and administrative requirements. The model works best where there is an
already established group, a good example being the Equator Principles Financial Institutions Best
Practices Working Group. The response to this has been to be open and supportive to different
forms of consultation and outreach by Forum members (e.g. the NGOs had a stakeholder outreach
meeting in Zambia), and to define a clearer period in the Forum work plan for consultation.

Forum Membership:

- Concerns were raised to the Forum that there is an absence of representation amongst the
membership of resettlement expertise and also indigenous peoples and project-affected
communities. This was discussed at Forum meetings 3 and 4. Taking on new Forum members
halfway through the Forum process was not a preferred option of the Forum. Resolutions reached
at Forum Meeting 4 was the formation a social issues expert reference group, and to endeavour to
reach project-affected communities through the consultation process. The effectiveness of these
measures in addressing the concerns raised will be able to be evaluated in the April 2008 Status
Report.

Evaluation Against Performance Indicators (Forum Status Report pages 21-23)

Planned evaluations/reviews

The planned evaluations and reviews may vary depending on whether Forum members want to spend
more time dealing with particular issues. At this stage the proposal for evaluations and reviews is:

¢ November 2008 — Summary of Sections A and B agreements plus process review
e April 2009 — Summary of Section C agreements plus process review
e June 2009 — Draft Revised Protocol and process evaluation
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e December 2009 - Final Revised Protocol and proposal for way forward

Main performance indicators

Indicators of success of the Forum include:

1. Well coordinated and productive meetings. Targets relevant to this indicator are set out in the
Forum Communications and Operating Procedures document. Draft agendas have been
circulated 30 days prior to the meetings, meeting papers have been circulated 7 days prior to the
meetings, draft minutes have been circulated 7 days post meetings. Meetings have been held
between the Sustainability Forum Coordinator and Forum chair prior to all Forum meetings. A
process review session was held at the end of Forum Meeting 3, which made suggestions to
meeting structure as provided in Section 3 of this report; these were incorporated into Forum
Meeting 4.

2. Full and consistent member participation. There have only been two changes to membership
since Forum Meeting 1. David Harrison replaced Brian Richter for TNC, and Zhou Shichun and Yu
Xuezhong replaced Shi Lishan for China. 13 out of 14 institutions have represented at each
Forum meeting. In general almost all Forum members have managed to go to almost all meetings
themselves; two alternates stood in for Forum members at Forum Mtg 2, one at Forum Mtg 3, and
one at Forum Mtg4. At Forum meetings 2, 3 and 4 each has had one Forum member apology
(Equator Banks, Norway and Norway respectively). The Norwegian member has indicated that
these absences were unavoidable and that they fully intend to actively participate in future Forum
meetings.

3. The degree of funding and in-kind contributions to the process. There has been no active effort to
raise funds in addition to the contributions from Norway, Iceland, Germany, TNC and IHA because
all attention has been on ensuring high quality process and product from the first four Forum
meetings. Full attention will be put on further fund raising during the next three months, so this
indicator will be better able to be evaluated in the April 2009 Forum Status Report. The degree of
in-kind contribution has been very high, as indicated in Section 4 of this report, and continues to
grow.

4. Resolutions reached at each meeting in accordance with the work plan. The work plan has been
continually improved and refined at each meeting, with a significant re-framing once the decision
was made to propose a four-section Draft Revised Protocol. The minutes of each meeting reflect
that a number of resolutions were able to be reached in accordance with the objectives of that
meeting. Attachment 3 is a summary of all meeting agreements (7 agreements at Meeting 1; 17 at
Meeting 2; 21 at Meeting 3; 13 at Meeting 4). There were also resolutions on forward actions at
each meeting, usually around work in preparation for the next meeting (15 actions from Meetingl;
8 from Meeting 2; 6 from Meeting 3; 11 from Meeting 4). Status reports on these actions are
presented at each Forum meeting.

5. High quality of expert input at each meeting. The work plan for meetings 2, 3 and 4 was to include
presentations/discussions with experts on key topics. Six invited experts were brought to Forum
Meeting 2 (from France, Norway, Nepal, Zambia, Germany), 10 to Forum Meeting 3 (from South
Africa, Zambia, Botswana, USA), and 11 to Forum Meeting 4 (from China, UK, USA), but in fact at
all these meetings expertise from within the Forum membership was also contributed. A summary
of all presentations provided by experts at these Forum meetings was provided in Section 2.

page 4 of 11



HSAF Meeting 7 — Iceland Mtg7 Paperl4
Process Review — Objectives, Risks, Performance Indicators

6.

Endorsement of a majority of Forum members for the final output of the Forum. It is not possible
to evaluate this indicator at this point in the Forum process.

Interest and commitment of Forum members to continue with a following phase of the process. It
is not possible to evaluate this indicator at this point in the Forum process.

Transparency. As stated previously, transparency has been a very high priority for the Forum. All
Forum information has been put on the IHA website

(http://vww.hydropower.org/sustainable _hydropower/hsaf.html ) with the exception of some
previous Protocol assessments provided by hydropower owners/operators on a confidential basis
for Forum member review.

Major risk factors

Maijor risk factors for the project include:

1.

Lack of sufficient funding. Based on the budget review, this is clearly a risk that needs to be
addressed as a high priority. The intention is to put a strong effort into fund raising over the next
three months so that by the March 2009 Forum meeting there is a good idea of what potential
funding assistance might be accessible.

Lack of continuity of Forum membership. There has been no withdrawal by any organization in
Forum membership, nor any indications that this might be the case.

Absence of consensus on key issues. There are a number of areas in the meeting minutes where
resolution on issues was not achieved within the meeting. However to date none of these are
seen as irreconcilable issues, but rather requiring more discussion at a later date. A
recommendation at the Zambia meeting was to utilize a “parking lot” on the agenda so that
discussions that were not going anywhere could be resumed later in that meeting. The minutes
also record any areas identified as requiring further consideration. A particularly challenging and
significant issue still to be addressed is the approach to scoring, including specificity on the
grading for attributes across the spectrum of practice, Final reporting and articulation of the
hydropower sustainability assessment protocol may need to include sections or accompanying
documents outlining where agreement has not been reached; including articulation of differing
viewpoints and positions/approaches; the format and process for this will be determined if the need
arises.

Travel and logistical impediments. There were considerable concerns about the ability of Forum
members to obtain visas to get to the China meeting, but despite these concerns all visas were
obtained. There have been some issues with flight schedules requiring Forum members to have
to leave early on the last meeting day of some of the meetings. To date, travel and logistics have
not impacted significantly on the Forum process.

Adverse stakeholder reaction. There were concerns raised about the Forum process by experts
when they were approached about participating in Forum Meeting 4. Ted Downing is President of
the International Network on Displacement and Resettlement. They were particularly concerned
that meeting participants were not invited to participate in the full meeting, and that there was an
absence of resettlement expertise amongst the Forum membership. The Forum discussed these
concerns at Forum Meeting 3, and made changes to the Forum process and Forum Meeting 4
agenda to ensure these concerns would be addressed. The experts concerned have since
expressed their willingness to provide specific feedback on their issues of expertise and to support
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the process through their network. An objective of the January-February 2009 consultation period
is to establish relationships with stakeholders and hopefully alleviate any anxieties about the
Forum process.

6. Lack of engagement of some sectors. As previously mentioned, concerns were raised to the
Forum that there is an absence of representation amongst the membership of resettlement
expertise and also indigenous peoples and project-affected communities. At Forum Meeting 4 the
Forum resolved to form a social issues expert reference group, and to endeavour to reach project-
affected communities through the consultation process. The effectiveness of these measures in
addressing this risk can be evaluated following the January-February 2009 consultation period.

7. Change in staff. The project was commenced by IHA staff, led by Michael Fink, IHA Programme
Director. The Sustainability Forum Coordinator commenced on 1 May 2008, and both attended
Forum Meeting 2 to provide continuity and ensure hand-over. The Sustainability Forum
Coordinator has been supported by IHA staff in coordination of the project. There have been no
staff changes with repercussions for the project.
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ATTACHMENT 2:

RELEVANT EXCERPTS FROM THE MINUTES OF FORUM MEETING 1

Date: Friday, 07.03.2008 - Saturday 08.03.2008
Location: The World Bank, Washington DC, USA

7 Proposed mode of operation for HSAF

Michael Fink presented a range of aspects to be agreed on concerning the mode of operation for the
HSAF. The points raised were then discussed and resulted in several agreements and action points.
NB: A range of mode of operation issues was revisited in a final discussion round on the second day.
For the purpose of clarity of these minutes, all discussions and action points are presented under this
heading.

Time frame and Forum representation: All participants understand that they have entered into an initial
two-year time commitment, with meetings taking place four times each year. Each member institution
is expected to nominate one representative to attend all Forum meetings as far as possible, and to
nominate one alternate only to attend meetings where participation of the main representative is
impossible. There was consensus on this issue.

11 Discussion of phased approach: Scoping to define relevant issues; work on measuring tool;

defining thresholds

Michael Fink summarised the discussions of the Forum up to this point. Consensus was reached to

work on the Protocol in three phases:

1. Scoping the relevant issues to be included in the improved Protocol.

2. Refining the measurement instructions for each issue.

3. Define thresholds / standards that to be met; discuss incentives to use the Protocol; and discuss
pathways towards a certification scheme.

Figure 5: Phased approach adopted for work of the Forum

Developing awork plan: Phased approach

Define thresholds

Work on measuring tool
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For each phase, points to be dealt with and deliverables to be produced were identified. These
included:

¢ Phase 1: Identify missing issues and overlaps between different sections of the current Protocol;
find practical ways of including upstream planning / options assessment issues into the improved
Protocol; define the target / user group for the Protocol. Deliverable: Comprehensive, agreed upon
list of aspects.

¢ Phase 2: Refine and agree on measurement scales; introduce maximum obijectivity into
measurement instructions and documentation; discuss weighing and question of minimum score
requirement. Deliverable: Improved Protocol.

e Phase 3: Identify incentives for different users to apply the improved Protocol, such as improved
access to financing, to carbon markets / CDM, to document their strive for continuous
improvement, etc. Discuss possible pathways towards certification. Deliverables: Identified
spectrum of Protocol applications, one or possibly a spectrum of standards or bands against which
to interpret a Protocol measurement, recommendations for setting up a certification scheme based
on the Protocol.

For a detailed graphic on issues and deliverables see slide 56 of the presentation (below).

Developing awork plan: Phased approach

Phased approach reduces risk Demonstrating cont’improvement

Incentives to use SAP:
Financing, Carbon, ...

“Sufficient” = 3 = Compliance?

Obieciviy

Upstream planning
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Overall, this phased approach was seen by Forum members to reduce their risk in participating in the
Forum, as endorsement of the improved Protocol (product after phase 2) is separated from
endorsement of a prescriptive standard or certification scheme.

12 Development of HSAF work plan
Summarising on the discussions up to this point, the Forum agreed on the following principles for the
further work plan.

Agreement 5: Principles for work plan of the Forum:
a) Initially focus on phases 1 and 2, i.e. scoping the issues to be covered by the Protocol and working
on the measuring tool, postponing the discussion of thresholds (phase 3) to a later stage.
b) Integrate aspects of upstream planning / options assessment into the assessment of new hydro
projects, i.e. tackle sections A and B of the Protocol together.
c) First review aspects A and B, followed by a separate review of section C.
d) Cluster the issues to be covered by the Protocol (both those already contained and those newly
proposed by the Forum) into three thematic areas for the review of A&B:
o0 Economic, technical and governance aspects
o0 Environmental aspects
0 Social aspects
There was general agreement that working on phases 1 & 2 will constitute the major output of the first
two-year phase of the Forum.

Based on these principles, the coordinator proposed the following work plan, providing a more detailed
breakdown for the Forum meetings 2, 3 and 4. The following tables have been constructed by the
coordinator for the purpose of the minutes.

Action point 10: Forum members to review work plans and to communicate any concerns or proposals
for change to the coordinator.

Work plan — overview Forum meetings 1-8

1 Define mode of operation
and work programme

2 Economic, technical and governance
Phase 1 & 2 issues

3 Sections A and B Environmental issues

4 Social issues

5 Phase 1 & 2 All issues (quicker as some overlap
Section C with sections A & B)

6 Complete Phases 1 & 2 Deliver improved Protocol

7 Phase 3: Defining thresholds Report to IHA Congress

8 Phase 3: Pathways to certification
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ATTACHMENT 3:

RELEVANT EXCERPTS FROM THE MINUTES OF FORUM MEETING 6

Date: 10-13 March 2009
Location: Cappadocia, Turkey

Agenda Item 11 - Process Review

The intent of this agenda item was to re-affirm Forum objectives, and to agree on Forum performance
indicators and maijor risks that will be reported on in the April 2009 Forum Status Report. Meeting
Paper 11 was provided as a Process Review Guidance Document for this Forum meeting. This
meeting paper provided as attachments the notes from Forum Meeting 1 on the Forum work plan and
staged objectives, and the performance indicators and major risks provided in the November 2008
Forum Status Report.

Much of the process review discussion points arose throughout the meeting, prompted by issues
arising from the Phase 1 Consultation, and also by issues that needed to be addressed before clarity
could be gained on directions for the Draft Protocol such as scoring instructions and the role of policy
objectives.

It became evident from the discussions that there is a diversity of expectations and ambitions about
the Forum process and its objectives. Whilst the Forum had agreed at its first meeting that it would
address pathways forward including development of a sector standard as a follow-on from the 2-year
Forum work program, the considerable attention in the Phase 1 Consultation issues to standards and
minimum requirements brought forward again the discussions about whether the Forum should be
trying to build this more centrally into its present work plan.

Figure 3 is useful in consolidating the diversity of ambitions and expectations that came forward in
discussions relating to the Forum objectives:

« Scenario A shows a minimalist scenario in which the Forum provides expert review to the IHA on
their IHA Sustainability Assessment Protocol (2006), and the IHA proceeds to update its Protocol
and Guidelines to reflect this. This scenario was the assumption for some stakeholders about the
Forum process and objectives.

« Scenario B shows the scenario aiming at a measurement tool outlining the spectrum of
performance, from which a group could take forward towards developing a sector standard. This
scenario reflects most closely the Forum Meeting 1 agreements and the Memorandum of
Understanding signed by Forum members.

« Scenario C shows a possible ultimate outcome of the Forum process which could be a sector
standard endorsed by some or all Forum members. This scenario reflects the aspirations of some
Forum members, but could not be an aspiration of all members because some have their own
organizational standards (developed according to their own organizational requirements for
process and consultation) which guide their decisions on projects.
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standard

Figure 3 — Diversity of Ambitions and Expectations with respect to the HSAF Process

The Forum members re-affirmed that Scenario B in Figure 3 is the scenario that best describes the
Forum process and outcomes. Within this scenario, there was considerable discussion about whether
the Protocol was articulating the spectrum of practice with or without defining good or best or
acceptable practice.

Mtg 6 Agreement 16: The Forum confirmed that they are aiming to produce a measurement tool that
captures the spectrum of performance relevant to each aspect. A follow on phase could take
the foundation provided by the Hydropower Sustainability Assessment Protocol and go forward
to work towards a sector standard of acceptable performance.

There was also discussion about whether the Hydropower Sustainability Assessment Protocol is an
IHA Protocol (version 7), an HSAF Protocol, or a collaborative IHA/HSAF product. “Ownership” of the
product was discussed as meaning the HSAF members feel part of it, own its creation, and stand
behind it.

Mtg 6 Agreement 17: The Forum confirmed that in the objective of producing a broadly endorsed
measurement tool for sustainable hydropower they are aiming to produce a collaborative
IHA/HSAF product, endorsed by all Forum members. This recognises that not all Forum
members may wish to continue forward with efforts towards development of a sector standard,
and that the process and participation to do this will need to be defined.

The Forum did not have time in Forum Meeting 6 to review the performance indicators and major
risks.

Mtg 6 Action 18: The Forum Coordinator to circulate the list of performance indicators and major
risks for the HSAF, and get feedback from all Forum members. Review of these will be on the
agenda for Forum Meeting 7.
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