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i. Oyu Tolgoi response to PCM complaint, dated 2 October 2013;
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Reconstruction and Development — alleging policy violations committed by
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iii.  Information on Complained Herders submitted by Energy Resources, 26

November 2013;
iv. Energy Resources response to PCM complaint, dated 30 May 2014.

Map of Complainants’ winter camps in relation to OT and ER roads and infrastructure,
prepared by Complainants during October 2013 meetings with PCM.



c(i) Client’s Response (Oyu Tolgoi response dated 2 October 2013).
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DEAR ANOUSH BEGOYAN,

In August 2013, EBRD informed OT that a group of herders from Javkhlant bagh, supported by
OT Watch and a local NGO, submitted a complaint about Oyu Tolgoi (OT) and Energy
Resources through EBRD’s Project Complaint Mechanism (PCM).

OT supports the PCM process and recognizes complaints mechanism processes as valuable and
important tools available for use by communities impacted by mining and other development
projects. OT is committed to working with the PCM through their process, with the intention of
finding common ground with the complainants. We remain committed to being a good neighbor
in the South Gobi and are committed to working together to find an outcome to issues that is
acceptable to all

The document attached to this letter serves as OT’s formal response to EBRD’s PCM team as
requested as part of PCM’s initial complaint eligibility assessment.

If there is any further inquiry, please let us know.

Attachment: 8 pages
Copied to:

- Susan Wildau, CDR Associates
Best regards,

BAIGAL SHURKA

GENERAL MANAGER FOR REGIONAL DEVELOPMENT AND SOCIAL
PERFORMANCE

Oy Tonron XXK QOyu Tolgoi LLC
YnaanGaarap-14240 Monnis Tower

CyxBaatap ayypar Chinggis Avenue 15
YWMHINCHIAH 8preH Yenee-15 Sukhbaatar District

“MOHHKC Lamxar” Ulaanbaatar 14240, Mongolia
Yrac: (976) 11 331880 Tel (976) 11 331880
Gakc;  (976) 11 331890 Fax:  (976) 11331890
W-main: info@ot.mn E-mail: info@ot.mn

Beb: www.ot.m Web:  www.ot.mn



OT Response to EBRD Complaint
Phase: Initial Eligibility Assessment
October 2 2013

Context

In August 2013, EBRD informed OT that a group of herders from Javkhlant bagh, supported by OT Watch
and a local NGO, submitted a complaint about Oyu Tolgoi (OT) and Energy Resources through EBRD's
Project Complaint Mechanism (PCM).

OT supports the PCM process and recognizes complaints mechanism processes as valuable and
important tools available for use by communities impacted by mining and other development projects.
OT is committed to working with the PCM through their process, with the intention of finding common
ground with the complainants. We remain committed to being a good neighbor in the South Gobi and
are committed to working together to find an outcome to issues that is acceptable to all.

This document serves as OT's formal response to EBRD’s PCM team as requested as part of PCM's initial
complaint eligibility assessment.

OT Response
Summary

OT recognizes that its presence in the South Gobi has the potential to impact the local community,
including from transportation infrastructure and the use of roads. OT has identified these potential
impacts and developed and implemented various programs, initiatives, and procedures to mitigate,
manage and compensate for impacts associated with transportation within the Project Area of Influence
in consultation with local communities, stakeholders, and local government. This is fully detailed and
described in various sections of OT’s Environmental and Social Impact Assessment (or ESIA.) Three ESIA
management plans that are most relevant (for construction and operation) include:

* Resettlement Action Plan: This plan describes the process for identifying impact zones and
associated compensation for eligible herder households for impacts on pasture, livelihoods, etc.
resulting from OT within the Project Area of Influence. This includes impacts resulting from the
construction and use of roads during construction and operation.

* Transportation Management Plan: This plan describes specific transport-related environmental
impacts on vegetation, livestock and local communities, the implementation of control
measures, and public perception towards traffic management issues, This includes management
measures to minimize, mitigate, and manage OT-related vehicle movements.

« Community Health, Safety and Security Management Plan: This plan describes various
management measure to ensure that OT protects the health, safety and security of people and
communities from negative impacts related to OT within the Project Area of Influence, including
from transportation.

! The ESIA was carried out by teams of independent experts to look at the enviranmental and social impacts of OT from
construction through operation. The ESIA includes baseline information and describes how Oyu Tolgal will minimize and
manage its environmental and social impacts, as well as maximize the positive benefits of the operation. This document was
developed in accordance with international lender standards. The full ESIA, including the baseline assessment, impact
assessment, and construction and operational management plans can be found on OT's website here: www.ot.mn/ESIA.



OTis committed to working with the impacted community to ensure any impacts as a result from OT are
managed properly. To this end, OT maintains that it has gone through a very robust, thorough process
to:

Identify impacts related to transportation;

Design mitigation measures to manage the impacts;

Implement them (in some cases, this is an on-going process);

Provide adequate compensation for those herder households considered eligible based on a
robust, transparent, community stakeholder-driven process; and

5. Adapt current programs and develop new programs to ensure that any expected impacts are
accounted for.

Wi e

The above decisions are made jointly with soum authorities. However, we also recognize that there is
opportunity to improve and invite feedback on our performance from the community directly through
our various established community engagement processes, through our local offices, and through our
established grievance mechanism (as described in the Stakeholder Engagement Plan within the ESIA.)

Based on the information provided by the complainants to EBRD regarding OT, OT requests additional
information from the complainants about the issues of concern and the specific roads used by OT. We
recognize that the complainants’ have various concerns related to transportation, but it is unclear if the
issues are clearly associated with OT, as a result of increased transportation in the South Gobi in general,
or impacts associated with other mining projects and companies. Based on the current information
available in the complaint, it appears that the complainants’ alleged impacts may or may not be
associated with OT when looking at the location of their camps mentioned in the complaint {i.e., they
are located adjacent to or near the ER road, not the OT-GS road.)

Therefore, we believe this necessitates further communication with the herder households/
complainants and that more detailed information is provided.



Supporting Material

Project Area of Influence

The following map shows the key features and locations of infrastructure associated with OT.

Key Project Features and Locations (Source: ESIA, Chapter A4 — Project Description, Figure 4.2)
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Within this area, the ESIA further defines the Project Area of Influence — both direct and indirect.



Project Location and Project Area of Influence (Source: OT ESIA, Chapter D15 Resettlement

Action Plan, Figure 15.1)
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Road Infrastructure

Throughout the construction of OT, OT has used a number of national and regional roads for various

transportation needs. For the purposes of this response, OT will focus on the main road mentioned in
the complaint: the road from OT Site to Gashuun Sukhait, known as the “OT-GS road.”

The OT-GS Road”

An existing road from the Chinese border at Gashuun Sukhait passes close to the OT

site and is used by

the OT for access to the border crossing and for access to Khanbogd soum centre and beyond. This route
is used for the transport of concentrate and extends for approximately 105 km southeast from the north
gate of the Mine Licence Area (or MLA), following an existing earth road (a designated national road) to
Gashuun Sukhait, the border post on the Mongolian side. The town of Gangimaodu is located on the
Chinese side of the border. The road design has been prepared by OT in accordance with a
Memorandum of Understanding, signed with the Government of Mongolia in 2007. The existing road
was used for local transportation and trade and was also used to access the border crossing at Gashuun
Sukhait. During construction, the earth road has been used by OT for the materials imported from China.
The earth road has been improved during this time by grading and the road is currently being upgraded

* On the maps above, this road is named “Upgraded National Road.”



to a national specification sealed bitumen road that will be used by OT and general traffic (but not by
coal trucks).

Since 2011, OT has been actively paving the road and aimed to complete the work prior to the
commencement of shipments. However, permitting and other delays have resulted in delays of several
months.

OT has been improving and paving the OT-GS road in sections. As of the beginning of October 2013,
road construction was currently over 85 % complete and advancing well, with many sections 100%
complete. This includes the construction of various herder and animal crossings along the road.

OT will continue paving four significant sections from the OT site to the Tsaagan Khad junction (zone 1
{27 km), zone 2A (27 km), zone 2B (27 km) and section of zone 3 (4.77 km) where it joins up with the
Energy Resources (ER) road through December 2013. From this junction, OT’s trucks will use paved road
all the way to Gashuun Sukhait. The remaining sections of the OT road will then be completed during
2014, at which point we will stop using the ER road. OT intended to complete the paving of the road
before commencement of shipments, but the work was delayed due to permitting delays. However, OT
has taken measures to ensure that impacts were mitigated and managed as much as possible to reduce
the impact on the community and the environment. Measures included carefully controlling speed limits
to ensure that any short term impact is minimized, installing animal crossing points, etc.

Other road infrastructure

During construction and operation, OT has used existing regional and local roads for a variety of
purposes (such as the road from OT to Khanbogd, OT to Manlai, etc.) OT has in some cases needed to
build new roads, some temporary and some permanent, in order to build necessary linear infrastructure
{such as the along the Gunii Hooloi water pipeline, road from OT to the temporary and new airport, etc.)
Impacts associated with the use and building of these transportation corridors was accounted for in the
original impact assessment. As such, relevant measure to mitigate and manage impacts were developed
and implemented” as described in the transportation and CHSS management plans, and where impacts
could not be avoided or properly, these were recognized and compensation was provided through the
Resettlement Action Plan.

Compensation under the Resettlement Action Plan (or RAP)

Overview

The RAP describes the process of identifying individuals impacted by OT. The RAP covers all of OT's
activities that have the potential to result in impacts to land use and the physical and economic
displacement of people living on and/or using the land required/disturbed by the OT in Khanbogd soum,
including from transportation.

Within OT’s overall ‘project impact area’ as defined in the RAP and outlined above, OT further identified
and mapped a series of different ‘impact zones.’ These zones were agreed through community
consensus, endorsed by the decision of the joint Working Group established by the soum governor, and

* some of these measures continue as well.



have been used to determine community and household-level entitlements for livelihood restoration
and other assistance.

Impact Zones

There are several impact zones related to transportation that were identified in the RAP. These are fully
described in the RAP. The RAP identifies specific impact zones (i.e., the OT-GS Road Corridor) as well as
more general impact zones for herders using summer pasture and winter pasture that could be
impacted by construction activities, including the use of national, regional and local roads; building of
new transportation corridors; etc.) All affected people residing on grazing land adjacent to project
features (such as roads and pipelines) were entitled to compensation and livelihood restoration
measures through economic displacement sufficient to assist them to restore and improve their pre-
project living standards, income earning capacity and/or livestock production levels. OT also carried out
resettlement of a very small number of families (10) residing in the Mine License Area, though this is
unrelated to impacts associated in the complaint. These programs are further described below.

Description of the Resettlement and Compensation Process

Oyu Tolgoi successfully carried out both physical resettlement of herder families and livelihood
restoration compensation (economic displacement) to mitigate impacts caused by OT. These two
processes relate to physical resettlement off the mine site and economic displacement associated with
ancillary offsite infrastructure.

®  Physical Resettlement

Prior to Rio Tinto's involvement in the project, 10 herder households residing in the vicinity of Mine
License Area in 2004 were resettled. This program was implemented to enable the future
development of the project whilst ensuring the safety and ongoing sustainability of the herder
families’ livelihoods.

Under the program, these 10 herder households were resettled in 2004 and received a
compensation package agreed upon through a consultation process and in accordance with the
World Bank Operational Directive 4.30 (subsequently 4.12) on Involuntary Resettlement (then the
recognized international guidance for resettlement). The compensation package included
transportation and accommodation (winter shelter) support, livestock assistance, education tuition,
employment opportunities, and additional training for herder family members. OT never forced a
single herder to sign the resettlement agreement and move their winter shelter.

Since 2004 OT has monitored the outcomes of the resettlement program. This has shown that since
resettlement the families’ income streams have increased, that they are at least as well off as prior

to resettlement, and generally that they are no longer solely reliant on herding for their livelihood.

Additional income has come from employment with OT, establishment of businesses and increased
stock. The majority of families have maintained or increased their herd size since resettlement.

* Economic Displacement Compensation Program

The compensation agreements were established under our Economic Displacement Compensation
program, designed to focus on economic livelihood restoration for families whose access to



pastureland and water are disrupted to varying degrees by OT. All affected people residing on
grazing land adjacent to project features (such as roads and pipelines) are entitled to compensation
and livelihood restoration measures sufficient to assist them to restore and improve their pre-
project living standards, income earning capacity and/or livestock production levels.

The compensation agreements were developed according to Rio Tinto’s Community Standard, IFC
and EBRD guidelines and through a consultative process with affected herders. In early 2011, the
Khanbogd Governor established a Compensation Working Group (WG), whose role was to define
the economic displacement impacts and negotiate compensation and livelihood support measures.
The WG included representatives from OT, representatives from affected herder households, each
of the bagh Governors, as well herders of different ages and different socio-economic status.

The role of the WG also included mediating disputes related to eligibility, entitlements or the
implementation process and facilitating the implementation of the compensation and livelihood
support packages with affected households. All decisions regarding the compensation packages,
including addressing complaints, were endorsed by this WG. The compensation WG no longer has
set meeting dates, it continues to exist with the same membership as has been in place over the last
18 months and can be reconvened as required in response to any grievances or concerns raised by
herder households. However, decision regarding the membership will be made by the newly
appointed soum governor.

Through the Economic Displacement Compensation program, 89 potentially impacted herder
families were identified (including the 5 families originally relocated by Oyu Tolgoi) as potentially
experiencing “economic displacement,” defined as when a project’s actions impinge upon people’s
livelihood and causes some economic loss. As of September 2013, 88 families had signed economic
displacement compensation agreements.

The recent compensation agreement was developed according to Rio Tinto’s Community Standard,
IFC and EBRD guidelines and through a consultative process with affected herders and were
conducted in a participatory manner, driven by the local community. OT will continue to closely
monitor the livelihoods of these households to identify changes and trends so that OT can continue
to ensure that our neighbours have a healthy and prosperous future.

Complainants and OT’s Compensation Process:
With regards to the EBRD complaint and the 14 complaint signatories*:

* None of the complainants were eligible for compensation under OT’s economic displacement
program as a result of project and/or transportation-related impacts due to the criteria outlined
in the RAP and endorsed by the Compensation Working Group.

e Only 2 of the 14 complaints were eligible to participate in the Economic Displacement Program,
but associated with impacts other than those related to the G5-OT road and/or transpartation.
These herders were fully compensated.

* None of the herders’ camps are within the impact zone of the OT-GS road or other OT roads as
defined in the RAP. However, they appear to be directly adjacent to or near the ER Road.

* Though OT has mapped the lacation of the complainants’ camps, we are not including it in this document in order
to respect the complainants’ privacy.
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With regards to the 14 complainant signatories, OT assessed if any of the complainants had previously
filed complaints through OT's established grievance mechanism or indirectly through one of our local
offices. The outcome of this assessment is as follows:

* None of the complainants have issued complaints through OT's established grievance

mechanism. .
* None of the complainants have previously issued complaints or grievances to OT related to

transportation.
* One of the complainants is involved in the ongoing parallel complaint process through CAO for

an unrelated complaint.



c(ii.) Client’s Response (Oyu Tolgoi response dated 6 June 2014).

Oyu Tolgoi LLC comments on OT Watch letter to European Bank for
Reconstruction and Development - alleging policy violations by Oyu Tolgoi LLC

Background

In early April 2014 Oyu Tolgoi LLC (OT) was provided with a copy of the 16-page letter
dated 1 April 2014 from OT Watch to the European Bank for Reconstruction and
Development (EBRD), alleging violations by OT and Energy Resources LLC of EBRD
social and environmental policies. The letter supplemented earlier complaints to the
EBRD Project Complaint Mechanism, submitted on 1 July 2013 and 6 September 2013,
incorporating complaints by undisclosed herders from Javkhlant bagh in Khanbogd
soum and Uekhii bagh in Manai soum.

OT herein provides to EBRD its comments to the various general and specific allegations
regarding OT, and specifically does not include any reference to allegations directed at
Energy Resources LLC.

The Complaint

In general terms the complainants state that negative impacts caused by construction
and use of OT related roads have occurred without EBRD due diligence and supervision,
leading to unmitigated loss of pasture and nomadic herd movement. The complaint
refers to “a multitude of roads, which includes roads specific to its (OT's) operations, as
well as existing roads”. The roads referred to are;

3 i) 105-kilometer OT site-Gashuun Sukhait road,
ii) diversion road from Tsagaan Khad to Gashuun Sukhait border crossing,
iii) 42-kilometer road from OT site to Khanbogd soum centre,
iv) the road from OT site to Ulaanbaatar via Khanbogd soum, Manlai soum,

Choir and Mandalgovi,

V) the OT site to Gunii Hooloi water bore field,

vi) all formal and informal roads leading to and from various project facilities,
including to the permanent and temporary airports, quarries, water bores,
warker camps, river diversions and electrical diversion lines, and

vii)  other local roads.

The complaint goes on to describe generalised impacts on herders arising from the use
of the roads listed about. The generalized impacts cited are;

i) dust pollution

i} fragmentation of pastures and local rivers and streams
iif) loss of pasture land

iv) loss of access to water resources

v) noise pollution from traffic, and

vi) pollution from vehicles and drivers.

Specific negative impacts attributed to OT include alleged damage to herder and herd
health and safety, livelihood and economic impacts, indigenous tradition and culture,
and a failure to consult and inform affected persons.

OT Comments
Most of the allegations and examples cited in the complaint document are

unsubstantiated or out-of-date. While some of the negative impacts cited are valid, there
is no acknowledgment of mitigation undertaken or compensation provided to affected




herders. Many of the impacts referred to are cumulative in nature, resulting from
increased traffic generally, not OT traffic specifically. OT does not intend to respond
with a point-by-point refutation or commentary on every paragraph in the complaint
document. Rather it will address the most egregious inaccuracies; direct cross-reference
to the OT Watch letter is advised during reading.

Studies mentioned in this response are in the public domain or can be viewed on
request. The response concludes with some reflections on the road traffic situation in
the South Gobi generally and some suggestions for a government-led strategy to
establish a sustainable road and pasture network. ' )

Roads

105-kilometer OT site-Gashuun Sukhait road

This is a public road and is now paved to high specification standard. The statements in
the complaint document are out of date and incorrect. Compensation, to a formula
agreed by a compensation committee convened by the Khanbogd soum government,
was paid in 2011-12 to all herders who graze along the route, including new well
construction. No comment can be made about the tragic death of a local man in a traffic
accident in 2013 because it remains under police investigation.

Diversion road from Tsagaan Khad to Gashuun Sukhait border crossing

Very little livestock grazing occurs along this section of road, which is close to the
Chinese border in very dry desert conditions and abuts a herding- prohibited ‘special
protected area’. Delays to the issuing of government permits meant that the sealing of
this road could not be completed in 2013 as planned. A newly agreed plan with the
Mongolian authorities will join the Gashuun Sukhait road to the existing sealed road (the
‘coal road”), which will be further upgraded in the process, effectively optimizing the
transport corridor and reducing overall impacts.

42-kilometer road from OT site to Khanbogd soum centre

This is a public road that has been progressively upgraded by OT to all-weather gravel
top over the past two years and is graded by OT every two weeks. Compensation was
paid in 2011-12 3 to all herders who graze animals in the corridor that includes the OT-
KB road and Gunii Hooloi pipeline to a formula agreed by a compensation committee
convened by the Khanbogd soum government. Since OT construction was completed in
early 2013 and steady state operations have commenced, OT traffic on the road is
greatly reduced. Feasibility study for upgrade to a sealed road has been completed and
early work for the upgrade will commence in 2014, to be completed in 2015. No
comment can be made about the tragic death of a local man in a traffic accident in 2013
because it remains under police investigation.

Road from OT site to Ulaanbaatar via Khanbogd soum, Manlai soum, Choir and
Mandalgovi,

This is a national road. OT has substantially upgraded the OT-Manlai section (where OT-
related traffic is proportionally highest} including culverts and gravel improvement
along much of it. Since OT construction was completed in early 2013 and steady state
operations have commenced, OT traffic on the road is substantially reduced. Most of the
traffic is non-OT related and certainly between Choir and Ulaanbaatar, OT-related traffic
is a minor component of the overall traffic load.

OT site to Gunii Hooloi water bore field
The Gunii Hooloi water bore and pipeline access road is well maintained by OT. It
experiences only light OT traffic and is used extensively by local herders. Compensation



was paid in 2011-12 to all herders who graze along the route to a formula agreed by a
compensation committee convened by the Khanbogd soum government. One herder
family was resettled based on their request. The process was undertaken in line with
IFC/EBRD/RT standards. Technical and vegetation rehabilitation (extensive planting
of saxual trees) were completed along the route in active collaboration with affected
herders. Grazing occurs freely and, in fact, herd animals seek shelter behind pump
houses along the route during severe weather.

Formal and informal roads leading to and from various project facilities, including
permanent and temporary airports, quarries, water bores, worker camps, river
diversions and electrical diversion lines.

Post-construction, many of these roads have been rehabilitated and are no longer in use
by OT. Rehabilitation and seeding to return construction-disturbed areas to pasture
continues. For instance, the temporary airport is no longer used and rehabilitation of
this entire area will commence in June 2014. All remaining roads are well maintained by
OT, they experience only light OT traffic and used by local herders. Economic
displacement compensation was provided in 2011 where applicable.

Other local roads

Other roads established formally or informally by local people are generally not used by
OT vehicles except when visiting herders during consultation visits and activities such
as refurbishing water wells, part of OT's herder support program.

Generalised Impacts

Dust pollution

Scientific studies show that 98% of dust raised by vehicle traffic settles back to the
ground within 250 meters of source, unless kept airborne by strong winds (strong
enough to create natural dust storms in any event). On this basis a 500 meter threshold
was agreed by the Khanbogd compensation committee and was used in the
determination of compensation criteria for roads constructed or used exclusively by OT.

During construction of the upgraded OT site-Gashuun Sukhait road, water and
biodegradable additives that bind soil were sprayed on dusty sections during work
periods to reduce dust generation. Similar methods will be deployed in the upgrading of
the OT site to Khanbogd soum centre road in 2024/15. In 2013, OT paved 5km of
Khanbogd soum center roads, greatly reducing traffic-generated dust in the town.

A livestock epidemiology study commissioned by OT in Khanbogd soum in 2013
indicated no livestock diseases caused by dust, but where observed were due to a range
of other, often treatable, causes.

Dust is a constant companion in the Gobi region and monitoring shows that ambient,
region-wide dust levels, particularly during strong wind events, far exceed any local
effects due to road traffic.

Fragmentation of pastures and local rivers and streams

There are no formally designated, surveyed or fenced pastures in Mongolia; they are
deemed a national asset and their use by herders and livestock accords with customary
usage rights. Hence pasture cannot technically be fragmented in any legal sense. While
the movement of herds can be locally blocked by obstructions, natural or constructed,
there is usually another route within walking distance.



Where roads are not ‘formed up’ herd animals (and wildlife) do not experience difficulty
in crossing roads. That said, where roads are ‘formed up’, such as the OT site-Gashuun
Sukhait road, camels can experience difficulty in accessing steep sides (although direct
observation indicates that this is not generally occurring on the OT constructed roads).
On formed-up roads OT has constructed animal access ramps every several kilometers
and specifically at herder-requested crossing points. Signs have been placed leading up
to all crossing points advising drivers to be alert for animals.

OT and OT contractor drivers receive road safety training, including on the need to be
aware of and avoid animals, for their own safety as much as anything. OT and contractor
vehicles have strictly monitored speed controls and there have been very few animal
deaths caused by OT or contractor vehicles. Where this happens compensation at agreed
rates is paid (hence herders have an incentive to ‘over report’ and the reports are
reliable on the low side). OT continues to implement creative ways to prevent vehicle-
livestock interaction. For instance, OT has designed and made available to herders ‘high
visibility’ reflective collars for camels to help avoid collision at night by any vehicle,
whether OT's or otherwise. Moreover, designated and paid road maintenance workers
maintain surveillance of animal near main roads and inform OT of any concerns on
roads.

There is no fragmentation of (ephemeral) rivers and streams by OT roads. Sub-surface
water continues to flow under unformed roads and causeways, and culverts allow
occasional floodwaters to flow freely. Formed up roads have well designed culverts or
bridges at all river crossings. In a number of instances, herders have specifically asked
for pond and /or well locations to be re-located on a preferred side of a road, and OT has
obliged.

In short, the claim for fragmentation of pasture and rivers is not supported by evidence.

Loss of pastureland

There is loss of pastureland in Khanbogd soum due to OT facilities and construction
road works. This is unavoidable in such an open-range environment, however loss was
reduced wherever possible through route adjustment, and the residual losses were
assessed and compensated for under economic displacement provisions in OT's
Resettlement Action Plan. The adequacy of the economic displacement compensation
will be determined in a post-resettlement audit to be undertaken in 2014/15.

A complete pastureland assessment across Khanbogd soum is currently being carried
out by Nutag Partners, a nationally recognized pasture assessment agency. This will help
identify the extent and cause of overall pasture loss in the region, most of what appears
to be due to drought conditions and overgrazing. This is consistent with the overall
increase in herd numbers in the past decade - livestock numbers published in annual
soum statistics have increased year on year, contrary to OT Watch claims that they have
declined.

The overgrazing thesis is also consistent with the presence of good pasture inside the
OT mine lease. OT's grazing access protocol with local herders allows for herd access to
the lease during defined periods in spring and autumn, and access to the mining lease is
otherwise closed under the agreed compensation package. The ability to control grazing
access under a mutually agreed and managed protocol is providing a unique
opportunity to study sustainable grazing options. Under controlled grazing conditions
pasture inside the mine fence closest to OT facilities is in good shape relative to
elsewhere in Khanbogd soum.



Loss of access to water resources

Over the past three years, OT in collaboration with soum authorities and herders has
refurbished or restored some 70 herder wells and bores. By 2015 the number of new
reliable watering points provided by OT across Khanbogd, Manlai and Bayan Ovoo
soums will exceed 100.

Current drought conditions remain a concern, however this is due to annual weather
cycles, not due to OT's presence. For instance, an OT meeting with approximately 50
herders at the Halivarea (just north of Khanbumbat airport) on 5 March 2014 to discuss
water shortages started with angry demands on OT, and then progressed to general
acknowledgement that water decline is part of a natural cycle related to weather
conditions.

OT has made the commitment that where herders within 20 km of OT site claim that
wells have dried up, OT will immediately supply trucked water until the reason for
water loss is determined and resolved - to date this has occurred only once. The longer-
term resolution at Haliv where ‘tight’ ground conditions prevail will include a trialing a
new design of herder well that should recharge at a faster rate than the traditional well.

In 2013, OT located a mid-level ground water basin close to Khanbogd soum centre,
sufficient to supply potable water to an expanded town for 35 years. In 2014, an
extraction permit will be applied for and OT will install a supply pipeline, treatment and
pumping facility and a bulk storage tank at Khanbogd soum center.

It is simply incorrect to state that there is a loss of water resource access in the region
due to OT’s presence; on the contrary, country natural drought conditions aside, it is
improving and had been positively acknowledged by most herders.

Noise pollution from traffic

Winter shelters are located away from roads, by design, and herders have the ability to
locate ger camps wherever they like. A convoy system for trucks travelling on the OT
site-Gashuun Sukhait road means the heaviest traffic movements and noise are well
monitored and controlled. OT drivers and contractors are trained and specifically
advised to avoid disturbance of herds and herders, including avoiding “loud honking”.

Pollution from vehicles and drivers

OT drivers and contractors are trained and specifically required to avoid discarding

litter, tires, fuel, lubricants and other rubbish. This is enforceable under contract. OT

also employs road maintenance’ workers who are paid to clear rubbish along the main

roads. This happens weekly; most of the rubbish comes from non-OT sources. Used tires
- are valuable to herders to help construct animal shelters and are not to be found lying

on the side of roads.

Due to these combined activities the roads radiating from OT site are remarkably clear
of litter compared to desert regions in many other parts of the world, including
elsewhere in Mongolia.

Health and Safety impacts

As mentioned above, a livestock epidemiology study completed in Khanbogd soum in
2013 indicated no livestock health issues were caused by dust. Where disease was
observed it was due to a range of other causes, much of which can be treated by
improved veterinary services as part of the overall herder livelihood support program.

Likewise, there are no observable links between OT’s presence and respiratory or other
human health issues in Khanbogd soum. A comprehensive herder health Survey across



Khanbogd soum carried out in 2013 is in final preparation and will be publically
released in the next month. This survey is undertaken by the Public Health Institute
using a methodology endorsed by the Health Scientific Committee of Mongolia,

As well as commissioning the Khanbogd herder health and other surveys, OT has
contributed to the improvement of health services in the region, including donations of
medical equipment and assistance with medical staff sponsorship. Overall, there is
increased coverage of doctors in Umnugovi aimag from 15:10,000 people in 2005 to
25:10,000 in 2012. In addition, OT provides two scholarship specifically for students
studying at medical institutions, who will work in KB after graduation.

The SOS5 medical clinic at OT site runs shared training sessions with local medical staff
and assists with things such as Xray services and medical evacuation to Ulaanbaatar on
OT's site plane.

Recognizing that improved roads and sealing would lead to unsafe, high speed driving
by local people, OT has worked with local authorities to ensure safety training for locals
through institutions such as the school and the Elderly Association. Road signs and
regular police presence at soum center intersections are highly visible. OT collaborates
with the police to conduct random vehicle checks on inter-soum roads and deploy radar
checks for speeding along the OT-Kanbogd soum center road. As a result of these and
other activities, public road safety behavior has improved noticeably in the past year.

Livelihood and economic impacts

Recognizing that it is increasingly difficult for nomadic herders to maintain parity in
Mongelia’s rapidly developing economy, amongst a portfolio of assistance programs OT
has instituted a Herder Livelihood Support Program in collaboration with herders and
local authorities. Its purpose is to helping maintain herder lifestyle and livelihoods
overall, while recognizing that some younger family members may also want to
transition into the ‘new’ economy.

Specific herder livelihood improvement projects include the 2013 soum-wide animal
health survey, refurbishing water wells (over 70 by the end of 2013), the removal of
dung from winter shelters and animal dipping, support for establishing cooperatives,
provision of animal fodder in the post-winter period, introduction of electric shearing
for camels and sheep, disturbed land rehabilitation, pasture and saxual tree
regeneration, camel wool and milk branding initiative, and assistance to identify
tourism ventures,

Indigenous tradition and culture

OT sustains a Cultural Heritage Management Plan (CHMP) that is lauded nationally and
sets a benchmark for the rest of Mongolia. The CHMP and its activities are documented
comprehensively in various public domain materials.

While Mongolian herders do not meet the IFC/EBRD definition of Indigenous peoples,
OT recognizes that they are land-connected peoples with long generational attachments
to the region and unique customs. Herders experience relative poverty, however it is not
due to their distinctiveness as a people, but rather the fragility of their livelihoods in the
face of a rapidly modernizing economy.

OT is working with local elders to ensure the protection of tangible cultural artifacts and
the continuity of non-tangible culture and performance art. The most recent example of
this was OT's support for the revival of Camel Caravan skills -
see https://www.youtube.com/watch?v=Igx6DgcwhMg.



Contrary to the claim in the complaints document, OT is not gearing its sustainable
pasture management plans to ‘settled” agricultural activity. Choices of livelihood are
strictly left to herder families themselves. On this basis it is very evident that many
younger family members all over Mongolia are choosing to leave the herding lifestyle,
frequently for urban living and education opportunities in Ulaanbaatar. Counter to this
trend, work options for local people exist at OT or in an expanding broad-based regional
economy that OT is helping to foster. Unlike much of the rest of Mongolia, these are
providing opportunities for younger family members to remain living in Khanbogd
soum. Other choices by herder families include the maintenance of nomadic herds, often
looked after by hired help, and also having a family home in Khanbogd soum centre.
These are personal choices and represent a flexible hybrid appreach to maintaining
customs as well as modern amenity.

A recent initiative by OT to demonstrate electric shearing machines and training to help
herders lift camel wool productivity and value is an example of where OT is actively
helping herder families maintain sustainable nomadic lifestyles. Herders will make their
own choices, however OT is doing everything appropriate to facilitate improved
productivity while providing for the maintenance and evolution of traditional
livelihoods and custom.

Failure to consult and inform affected persons

OT consults extensively with local people and authorities through a broad variety of
mechanisms, including attendance at bagh meetings, soum center town hall meetings,
weekly engagement with the Elderly Association, daily meetings with local authorities,
NGOs, individual household visits by OT liaison officers, specific field visits relating to
activities such as water well restitution, participatory environmental monitoring,
household surveys, radio broadcasts and community-organized events. All these
activities are well documented. Major roads and pasture concerns have been at the top
of issues discussed, with feedback acted upon, such as the construction of animal
crossings. More specifically, people affected by major road construction have received
tailored compensation packages based on detailed consultation. It is simply incorrect to
state that affected persons have not been consulted.

Conclusion

The South Gobi region is in rapid economic and social transition due to the presence of
mining. Residents’ lives and livelihoods are changing rapidly by their own choice - a very
obvious manifestation of this is the steady increase in vehicle ownership in the district,
many of which are late model four-wheel drives. Herder family vehicles in Khanbogd
soum have increased by 30% each year for the last 8 years. Most families now have at
least one car and/or motorbike (in itself, the greatly improved mobility of herders has
added substantially to their social and human capital). While there was a temporary
impact on roads by OT traffic in the construction period, this has now subsided and is
stable relative to increasing non-OT vehicles on the roads.

OT acknowledges that there has been an overall impact on pastures due to increased
vehicle traffic in the region; however OT has compensated for the loss of amenity and
livelihood it has caused, and has moved rapidly to mitigate and rehabilitate disturbed
areas. It has made good progress in paving the roads that have the greatest heavy
vehicle use and will progressively extend this paving over of the next few years. In short,
OT’s share of dust generation, road use and pasture disturbance has been moderate,
mitigated, compensated and is declining relative to other road users.



OT has consistently and meaningfully consulted with local authorities and community
members on all issues, including escalating road use and its associated effects. Public
road use will increase in the future and a linked-up regional traffic management plan is
needed to ensure compatible pasture grazing and increased vehicle use. Due to its span
of control on its workforce and contractors, OT has its own traffic management well in
control, however it cannot be accountable for others. OT wants to take an active role in a
linked-up regional traffic strategy, an urgent need in which government should take the
lead.

Likewise, degradation of pasturelands is due to a complex set of factors, including herd
size, increased stocking ratio of goats, increased mobility and climate change. Seeking to
declare a singular accountability on mining companies will not help solve the issue.
Consensus-based agreement on hybrid economic futures that diversify livelihood
options and also preserve dearly held traditional and cultural norms is needed. OT is
willing to take a major role in this work, however it is reluctant to do this when others
are advocating short-term alternatives that will not lead to sustainable outcomes.

In conclusion, OT categorically refutes that it is singularly accountable for unmitigated
negative impacts due to increasing vehicle traffic in the south Gobi region. On the
contrary, it claims there is a demonstrable net-positive impact on livelihoods and the
general standard of living, much of it due to increased mobility. This is not to say
nothing should be done to ameliorate negative aspects of proliferating traffic and
pasture degradation. OT strongly advocates for and is ready to join a government-led
coalition to develop a regional traffic management strategy.



d(i.) Client’s Response — Energy Resources response dated 21 October 2013.

TEUROPEAN BANK FOR RECONSTRUCTION AND'
DEVELOPMENT
(ATTN TO PROJECT COMPLAINT MECHANISM
[ OFFICER
ENERGY RESOURCES LLC )

16t Floor, Central Tower
Sukhbaatar District, Ulaanbaatar 14200, MONGOLIA
Tel: (976) 70122279, 70132279, Fax: (976) 11-311196
E-mail: contact@energyresources.mn
http:/fwww.energyresources.mn

Date: 21 October 2013
Ref: 971

We, at Energy Resources LLC (“Company™), are writing this letter upon reviewing the inquiries raised in a document
submitted by some of the herders from Javkhlant bagh, Khanbogd soum to the European Bank for Reconstruction and
Development ("EBRD™) on 21 June 2013.

Energy Resources LLC has been operating the Ukhaa Khudag (“UHG™) coking coal mine since April 2009 and is a
legitimate holder of a mining license 11952A covering 2,962 hectares area. As a mining license holder, the Company
has been working strictly in compliance with all applicable Mongolian legislation including the Environmental
Protection Law, the Law on Environmental Impact Assessment and the Minerals law while meeting the investment
standards set by EBRD in a timely manner.

In accordance with the EBRD’s financing requirements, its Environmental and Social policy 2008 and as part of our
UHG coal mine project, the Company has been working in compliance with the following documents and ensured their
consistent implementation:

- UHG project Phase I — Environmental and Social Impact Assessment (“ESIA™);
- UHG project Phase I — Environmental and Social Action Plan ("ESAP™);

- UHG project Phase 1T — ESIA;

- UHG project Phase II — Environmental and Social Management Plan (“ESMP™};
- UHG project Phase 11 — Public Consultation and Disclosure Plan (“PCDP™),

- UHG Project Phase II - Resettlement Action Plan (“RAP™).

The Phase II of the UHG project involved expansion of the open-pit mine, further infrastructure development around
the mine-site and the miners’ camp as well as construction and development of the Company’s coal handling and
preparation plant, a power plant, a water supply system, an air strip and coal export railway to the Chinese border.
Within this framework, the ESIA-based ESMPs were implemented and measured against all applicable criteria, and
Environmental and Social Performance reports have been submitted to EBRD semi-annually (in February and August,
respectively) since 2009,

The aforementioned complaint issued by herders from Khanbogd soum, Umnugobi aimag, is broad in scope and is
rooted in cumulative regional impacts caused by years of coal transportation on branches of dirt road to the Chinese
border and/or mining activities by numerous companies rather than addressing a complaint to a particular company
and/or its activities. The ESLA clearly indicates that coal transportation on dirt road passing through Tsogtsetsii, Bayan-
Ovoo and Khanbogd soums had been taking place since 2005, long before the UHG mine coal transportation began in
2009,

Regardless, Energy Resources LLC has taken a series of proactive measures in mitigating the adverse impacts caused
by coal transport operations in the region, namely upgrading of the coal-haul road surface from dirt to gravel,
construction of 245km heavy-duty paved road from Ukhaa Khudag mine to the Gashuun Sukhait border point at the
Company initiative and with its own investment, and substantial measures undertaken towards building a railway
parallel to the paved road.

In order to ensure transparency of our operations and community involvement in carrying out the above projects, wide-
range of community consultations and meetings have been held with various stakeholder groups, namely:

- 6 separate community consultation and disclosure events with a total attendance of 4,000 people since 2008,

- Community consultations and meetings with various stakeholders including local authorities, civil society, NGOs
and herders;



- Community consultations with a particular focus on the coal-haul road have been held with herders who reside
along the road in Tsogttsetsii, Bayan-Ovoo and Khanbogd soums with a total attendance of 1,500 in September
2010,

- Affected herder families were visited twice a month for the entire duration of the road construction to better
address their voices and concerns and take response measures,

Below is our response to major concerns raised through the abovementioned document (as there was a discrepancy
between the original letter in Mongolian and its English translation, our response is based on the inquiries raised in the
original letter).

1. “Multiple branches of roads lead to loss of our pasture land and means of livelihood, posing threat to our
traditional nomadic culture and the way of living”

In general, coal transportation activities started in the region in about 2005. Energy Resources LLC commenced coal
mining in 2008 and started its coal transport operations from Tavantolgoi area in Tsogttsetsii soum, Umnugobi aimag to
Gashuun Sukhait border point in September 2009 through a gravel road on “Tavantolgoi coalfiled — Chuluun Ovoo -
Javkhlant bagh — Gashuun Sukhait border point™ route. Prior to starting the gravel road transportation, the Company,
along with 3 other legal entities, formed a Coal Road LLC joint venture (each buying 25% stake in the new company)
set to work in charge of the gravel road maintenance and upgrading. The Coal Road LLC had worked in charge of the
maintenance and upgrading of the 254 km gravel surface road prior to the Tavantolgoi-Gashuun Sukhait paved road
was constructed and put into operation. By 2011, Energy Resources LLC had invested a total of approx MNT 5.8
billion in the gravel road maintenance through Coal road LLC.

Further to the Mongolian Government Resolution No.83 in 2010 aimed at supporting the country’s coal exports and
protecting the eco-system of the Gobi region, Gobi road LLC, a wholly-owned subsidiary of Energy Resources LLC,
was granted a permission to construct 240 km heavy-duty paved road from UHG mine to Gashuun Sukhait border
point.

Energy Resources LLC invested approximately MNT 150 billion in the road construction and signed a concession
agreement with the Government under which the road is to be transferred to the Government in 10 years from the
commissioning. The paved road was put into operation in October 2011, By constructing the road and conducting its
coal transportation on a paved road, the Company is considered to have made a substantial private-sector investment
that has a significant contribution in reducing the negative environmental and social impacts caused by the gravel road
operation.

While preventing overall land erosion, dust generation and degradation of vegetation in the region, the paved road has
around 25 livestock-crossings and more than 50 traffic signs that give priority for livestock to cross, all agreed-upon by
the affected herder communities and intended to minimize the disturbance to the pasture land.

Since the early stages of the road project, the Company has assessed the socio-economic baseline in the affected area,
made projections on likely environmental and social impacts that could occur during or after the road construction and
has taken various measures to address and mitigate the risks that could have adverse impact on herders’ health, safety
and means of living. More specifically, the Company determined the road impact area in accordance with the “buffer
zone” and the “area of influence™ formally stated in articles 3.1.6 and 12.2 of the Mongolian Law on Auto Road and
identified 34 herder families that had been residing in the area of impact. The Company has spent more than MNT 200
million in carrying out the following:

- 10 herder families were resettled:

- 5deep drill wells and 2 hand operated wells were constructed;

- 2 wells were refurbished;

- 1 winter camp was built for a herder family;

-1 spring camp was moved and reconstructed;

- 1 hectare vegetable field was moved and fenced;

- 2 deep drill wells and a winter camp were arranged for 2 herder families resided in the road quarry impact area.

44% of the affected herders were solely reliant on herding for their livelihood and some of the herder families had lost
majority of their livestock during extremely harsh winters of 2009-2010. Taking these into account and within an
overall framework of the auto road impact prevention and mitigation measures, the Company has spent more than MNT
353 million in support of the affected families” livelihoods. These included settling of Khan bank loan outstanding for 2
herder families, education tuition for 2 vulnerable families and livestock support etc.

In addition to the above, the Company has provided hay and fodder worth of MNT 100 million to the affected
communities every year since 2009, In 2012 alone, 398 herder families were provided with 9050 packages of hay, 2910
sacks of fodder and 2181 sacks of silage. Energy Resources LLC has also started implementing “Herder family
sustainable livelthood support program™ (“SLSP™) in 2012. This is a three-year program to eligible herder households in



the UHG project impact area with provision of low interest loans to start-up new business or expand existing enterprise
in livestock husbandry, crop farming ete to boost the household income and to support the herders” livelihood.

On another note, n recent years, Umnugobi aimag has consistently been ranked as one of the country’s Top 5 aimags
with the highest livestock population growth rate, thus contradicting the herders’ claims about the communities
completely losing their livestock and nomadic way of living. Precisely, as of the 1" half of 2013, livestock population in
Umnugob aimag grew by 444,804 to 1,864,057 while the total livestock population in Khanbogd soum has grown from
123,281 in the end of 2012 to 142448 in the 1% half of 2013 (Sowrce: National Statistical Office report
http:‘web.nso.mn/portal/indexc. php?v=16&m=25&s=1&id=1044). We therefore recommend that the raised issues are
based on factual information and statistical data.

2. “The dust pollution related health issues have been periodically raised by the herder communities living in
the vicinity of the coal-haul road, but the mining companies are not conducting health impact assessments
nor taking corrective measires”

As mentioned above, Energy Resources LLC has been using its own paved road for coal transportation since October
2011,

The Company has since approached other mining companies operating in the area and sent them each an offer to use the
paved road alongside with a copy of the road use agreement and terms and conditions. So far, only state-owned
company Erdenes Tavantolgoi has accepted the offer, signed a road use agreement with the Company and has been
using the road for its coal transportation since May 2012,

A joint team consisting of the Company’s health, safety, environment and community relations units regularly
organizes trainings on road safety, environmental protection, waste management and health related topics for the
affected community groups.

As part of its health support program and in order to help strengthen the local capacity to deliver quality health services,
support community health and promote healthy way of living among the host communities, the Company has organized
“Healthy citizen - Regional development™ public health awareness campaigns jointly with the Umnugobi aimag
Department of health for four consecutive years since 2009. The annual event has reached 2,773 people across 7 soums
of Umnugobi aimag. Moreover, in August 2012, Commumty health screeming and in-service physician traiming
program were jointly implemented by the Company, Ulaanbaatar Songdo hospital, Ewha Medical University of South
Korea and the Umnugobi aimag Department of health. As part of this initiative, a team of 13 highly-skilled physicians
and nurses carried out health check-ups among the community members including the Company employees resettled in
South Gobi, their family members, herders from 8 soums of Umnugobi aimag and local people who required urgent
medical assistance. A total of 1,214 patients benefited from pediatrics, cardiovascular, oncology, gynecology and ultra-
sound examinations and received necessary treatments and medicines free-of-charge. As the program aims to raise the
quality of local health services, 2 local physicians (T sogttsetsii soum)) received internships for in-service training as part
of the health awareness campaign.

The Company’s health program and initiatives go beyond legislative or other requirements and have reached large local
communities. For instance, to support fight the national level outbreak of Hepatitis A, the Company has financed and
orgamized a commumty-based vaccination outreach program through which vulnerable local population including more
than 500 children from local communities have received vaccine shots.

For three consecutive years from 2010 to 2012, the Company organized its annual community health awareness
building training and campaign - “Healthy Citizen - Future of the Region”. The goal of this program is to buld the
capacities of local health professionals to deliver quality service to the public and to enable community members to
protect their own health by increasing their knowledge and awareness of maintaining a healthy lifestyle. It aligns with
the Company’s commitment to invest in community health as reflected in its management plans to mitigate any adverse
impact associated with the UHG project activities. Within the framework of the program, trainings and campaigns
focusing on various topics including reproductive health, smoking, alcohol consumption, spread of HIV/STD, diet &
exercise, household aceident and njury, environmental disaster were orgamzed among youth, health professionals,
truck drivers, herders and soum center community members.

Since August 2010, Energy Resources has been partnering with the Mongolian Employers’ Federation (MONEF) to
implement on a pilot basis Asian Development Bank financed HIV prevention program to develop a model intervention
package for the infrastructure sector, including mining. The HIV prevention program targets the Company workers,
local community and vulnerable groups in the impact area. By implementing this program the Company intends to
improve workers” health education, raise awareness among staff about potential risks of HIV/AIDS and STI
transmission, and more importantly, to institute a sustainable mechanism that will prevent from the spread of HIV
among the Company workers and local commumty as well.



Overall, the Company has been actively implementing wide range of health support activities in addition to following
the commitments set out in its ESMP-based Community health and safety management plan.

3. “Livestock health is deteriorating due to dust; cattle entrails, originally traditional food of Mongolia,
became unfit for consumption”

As a responsible mining company, Energy Resources LLC implements ESMP: Grievance management plan and strives
to address community complaints in a timely manner.

In 2011, the local authorities together with the herder community members approached all mining companies in the
region and called for collaborative efforts against dust pollution caused by coal transportation on dirt road and requested
the companies to cover the costs required for resettlement (winter/ summer camps, water well etc) of affected herder
groups. Although the Company had been using its own paved road for the coal transportation, we have arranged
resettlement of 3 herder families who had resided alongside the dirt road and covered the costs required for construction
of deep drill wells and moving their winter camps.

In preventing and mitigating adverse impacts dunng and after the auto road construction, we have actively
communicated and cooperated with community council members from the affected areas in Tsogtstsetsi, Bayan-Ovoo
and Khanbogd soums as well as direct representatives from the affected herder groups and have worked proactively and
effectively in handling their requests and complaints. The Company contracted 15 herders in 2010, 25 herders in 2011,
31 herders in 2012 and 28 herders in 2013 respectively in order to ensure their involvement in monitoring the potential
impact mitigation during the road construction and road utilization stages. The Community relations team of the
Company has maintained frequent dialogue with these herders and held informative and/or consultative meetings with
them twice every month for the duration of the auto road construction.

Seven out of fifteen herders who submitted the complaint to EBRD (namely, Ts.Jargalsaikhan, D.Borkhuu,
A Majigsuren, Kh.Surenkhuu, D.Adiya, Ch.Enkhzul, L. Nerzul) reside and herd their livestock within 1 km distance
from our UHG-Gashuun Sukhait auto road route. These herders are a contract-based, road monitoring workers of the
Company and perform their contract duties by informing the other herders about the road safety and animal crossings,
preventing livestock from getting injured by the road operations or informing the Company officials about breaches of
the road traffic rules etc. The Company constructed a hand operated well to the family of Ts.Jargalsaikhan in 2010 and
covered tuition fee for the family’s student son while D Adiya’s family was provided with a new winter camp and a
deep drill well. In addition to the above, Ts.Jargalsaikhan had approached the company in 2012 with a request to have
his winter camp reconstructed. Upon reviewing it, we initially declined the request as the family winter camp was
deteriorated due to the coal operations on dirt roads and had little or no disturbance from our paved road operations.
However, by the time the company started to implement the railway project, the associated studies found the family
winter camp within the rallway impact area and facilitated the cost required for the winter camp reconstruction through
the railway resettlement plan and budget. The rest of the complainants, except mentioned seven, are not from the
Company impact area.

The OT Watch NGO (OT Watch and Shuteen Daviluut NGOs were mentioned in the unofficial English translation of
the petition though not mentioned in the original letter), however, sent a formal inquiry (No.039/ 12, attached to this
letter; Attachment A) to a number of ministries and companies operating in the region including Energy Resources LLC,
on 6 August 2012, The Company issued a written response (No.1051, attached herewith; Original letter in Mongolian —
Attachment Bl, Unofficial English translation - Attachment B2) on 30 August 2012, Our response letter provided
answers and clear explanations on the preventive and mitigation measures we have been carrying out with regard to the
auto road social impact assessment as well as resettlement 1ssues,

We think it is also worthwhile to mention that on 24 August 2012, herders from Khanbogd soum and OT Watch and
Shuteen Daviluut NGOs asked all mining companies engaged in coal transportation activities in the region for a joint
consultative meeting in which only Energy Resources LLC representatives were present and provided information on
its activities,

To the best of our knowledge, most of herders’ claims submitted to government authorities or coal transportation
companies ask the mining companies to seize transporting coal on dirt roads and start using a paved road. For instance,
herders from Javkhlant bagh, Khanbogd soum have expressed their concerns over coal transportation on dirt road and
protested against its impacts by blocking the dirt road on 21-24 August 2012 and the auto road on 3-4 September 2012
(e-mail feedback dated 7 September 2012 was sent further to an inquiry by Sarah I Ruck, Principal Social Advisor,
Environment & Sustainability, EBRD). Energy Resources LLC has been informing the affected herders about its call
for other mining companies to share the paved road instead of using the dirt road. We have been keeping our road open
for third-party users, and local residents are entitled to use the road free-of-charge.

Summing up the above, we, at Energy Resources LLC, have been operating in the region fully within our commitment
to respect the rights of the host communities and work in compliance with the lender’s performance requirements. We



will continue to work towards addressing and mitigating risks derived from our operations that may violate the rights of
the commumty members and have impact on herders from our project impact area.

Above information is also included in our auto road RAP as well as annual and semi-annual Environmental and social
performance reports submitted to EBRD accordingly.

Sincerely,

Corporate Social Responsibility & Community Engagement Department
ENERGY RESOURCES LLC



d(ii.) Client’s Response (Response Letter to NGOs dated 30 August 2012).
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[Haapanarsin xapuy Xypryynox Tyxak
Ta Gyxnuii 2012 oub- 8 ayraap capbiH 6-Hwl oapuiin 039/12 Toor anban Guurssp upyyncss
LIaapjyiaraTaii TAHUILAK, apaax Xapuyr XypryyJoi Gakina.

OMHOroBb aliMarT yyn yypxaiH Yydrianasp yiin axuanaraa seyysk 6airaa oloH KOMMAaHHYIbIH HAT
ub HorTupumii cymbin Hyrarr Gaiipnax Yxaa Xynar HyypcHui opawir awmrnask Gaiiraa manait Duepiku
pecype komnanu oM. Ta OyxHuii caTranmiir 3osoo, waapjax Oaiiraa Gairanb, OpuHBIr Xamraanax,
coper HojeesHir Oyypyynax, HMIrMHIH HeNeeIHHH YHIJITI9HHI Tanaap MaHail KOMMAaHW TyylTan
Go10r0 ABYYIIK, OPOH HYTTHIH HPra ONOH HHUHTI HIBNTTOH KA Toa Gaiix 3apuMBIl XDPIrKyYyInK J19C
Jiapaatait apra XamKo2 asy, 19 OyTumiin Tecayya xaparkyymk Gaiina. TyxaiinGan Llorrupumii, basw
Osoo, XanGorst cymabin HyTraap padipcan 240 km xaryy Xy4unarrad aBto 3am Gapbi awMriarTamHi
OpYYJI2H HYYPC3 T30R3paoar Gereon Gycal KOMIIAHHYAA)L 4 3aM ALUHIIAX Hb H3IATTIH Gaiina.

Tyc komnann b ¥Yxaa Xynar-l'auyyn Cyxait xunuitn 600omT xypron xaryy xyswnrrail 240 kv
aBTO 3aMbIH Gapunrein axabir 2010-2011 ona xuibk ryiluarrocsd 6eree MoHron YickiH ABTO 3aMbIH
TyXaii Xyyns, baiirajis opunH Heneenex Galiuibin yHANIr3dHKH Tyxal xyyns GONOH rasap 339MUMMX,
OMuNeX Xapwilaa, razap 4eneeliex, HYYJIrdH UWHDKYYIdX Yin akuaraar 3oxuuyyican Oycan
XONGOrIoX  Xyylib TOTTOOMXKHWI Mopaner OGOAroXblH 33P3riad  ONOH YICBIH  CAHXYYXKYYa2ard
Galiryynnaryy/ibii - wwaapanaryyaan  HiiuyyaaH Gafirans  OpuMH, HHIrMHIH ceper Honeemuir
Gyypyyhax apra XaM:Kd3HHH Tenosnereer GoMoBCPYyIaH X3PIriKy YK aXKHIIACAH.

Men Motron Yacein Mx Xypabin 2010 onsl 32 ayraap tooT Torroosn, 3acruii raspbid 2012 oHbl
93, 161 ayrasp Torroonyyiaji TyC TyC 3aacaH ECoop KOHLECChIH rapasrasp Yxaa Xynar-Famyyncyxait
YMIINHAH TOMOP 3aMbiH cyyphb OyTuwmiin Gapuira yrepantbin ancibir ryHUITroX yypruir DHepiu
Pecypc Paitn XXK-1 xymaonrocHui jaryy Temep 3ambii Tecnuiin Oyxuit a1 ye watana Tep 3acruiin
LIHABIPHIAT X3PIMKYYNIX TYYH'WIOH OPOH HYITHEHH Top 3axupraansl Gairyynnaryyj, opoH HYTTHiiH
WProjl, MATHKITAl Yy3anT, XaNonuyyaryyamir war aapaarairaap soxuwon Gairyynan axunnak OaiHa.

Ta Gyxnuii rapracad waapaiarsid paryy Yxaa Xyaar-l'amwyyn cyxaitT 4urnonuniii asro 3am, ToMep
3ampid Baiiran, OpuMH, HHATMHHH HOIGOIMIH YHINII, HENOOJUIMHT Oyypyynax @IUibiH TeleBleree,
O/IOH HWHTHHH X3M3NUYYJIrHiAH TONeBIereeHui XaporkunTriin GaibiH TOBY TaHAaHr Xaecpairaap
Xypryymk Gaina.

Ta Gyxon yyn yypxaii, T99BpHIH KOMNaHuyA Tyc OYPHHH YAN acinaraanj yHarad AyrHanT
raprai axxninax Gaiiraa rafarT Haiina Gaiina.

XyHA3TracH, .
TYHALDTIDX 3AXHPAJ J . BATUBHI DI
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YXAA XYJAT-TAIIYYH CYXAUT YATTJIHIAH ABTO 3AM

HyypcHuii 9KCMOpTHIr HIMIFAYYIX, FOBHIAH OYCHIH SKOCHCTEMMIT XaMraanax 30puiroop rapracaHd
Mownron Vice 3acruiin raspsit 2010 onsl 83 ayraap torroonoop Suepu Pecype XXK-widH oxuH
komnaiu Gonox “T'osuiin 3am™ XXK-1 Omueross aiivruiin 1ortusnui cyMein Yxaa Xynar HyypcHuH
opa raspaac I'awyyH cyxaitsiH 60oMT Xyprasx 240 kM XaTyy xyunnrrail aBTo 3ameir 6apbxk Gaiiryynax
30BLIGOPEN OrcHeep aro 3ambiH Oapunrbin @itbir 2010 oHbl 5 gyraap capaac aXiyyicaH. 3ambid
auaraar spyynaxaaa Mosron YncbiH ABTO 3aMblH Tyxai xyyns GONOH rasap 933MIlIHX, 8MUJIeX
Xapuiuaa, ralap u4eieosex, HYYIrdH WHDKYYI3X Yiln ainnaraar joxuuyyiacad Oycan Xyynb
TOrTOOMIKMIT Mopzner GonroxsiH 30parudd Esponbin Caprasn bocront, Xersnin bankusr /ECBXB/
waapaniaryya 6onoH xonGoraox ONoH YNCklH CTAHAAPTYYALIF XaHrawk aicniuias. Tecnuii seuan DHepiu
Pecype XXK-uiiH nuiirMuiin xapuywnareiH OOUIOrbIH jaryy OpoH HYTIHiH wupraa Gonod Gycan
TAMYY/bIH OPONLOOT XaHTaH, Wil TOA, HIdATTIH GakX 3apuMblr GapUMTAIK aXcHIIIacaH.

3ypaz 1. Xamyy xyqurmmaii a6mo 3amoli GAPUIZbIH AJICABIN AGY, QUIURIANT

»  BAWMTAJIb OPYUH, HHUIMUHAI T HONOOTMAH YHDJIID?D (BOHHY)

Onepakn Pecype XXK Hb aBTO 3aMbIH OapHITEIH YHI ascMniaraar 3Xi3Xa33 TOCIHHH HUATOM 31 HIH
3aCrMiiH cyfanraar caHaawian XuicaH, MHracH»p aBto 3am Gapuraax sei@an 60N0H TaBUricaHbl iapaax
yeuiH HWHIrOM, 3AMiH 3acruilH HeJIee/UTMHT TOrTOO0MK, COPOr HeNee/eec YPbAYHIAH CIPrHMANIDX,
Gyypyynax, MaT{/IbIH 3PYYA MOHIL, al0yJIryH Gakian, an xepeHruir yycy Gonsouryi ceper yp aaraspaac
xamraanax Gosomxnir onrocon. Heneonnuitn Gycuiir Torrooxa00 Mounron YiicsiH ABTO 3aMbIH Tyxai
Xyynuitn 3.1.6-1 3aacan “XAHaNT TaBWX 3ypeac rasap” OoNoH MeH xyymuiin 12.2-T 3aacaH HeneemHiAH
OYCHIH 3ypBachil TOAOPXOWIOX 3aanTyyibir GapumTias. 3aMbiH Gapunrbin aXJiblH AU GOMOH
AUIMIIANTBIH YeHHH HUACOM, 3MiH 3aCTMHH HONSNNHHH YHANIISHA YHIICASH aBTO 1aMblH TPAccaac
XOEp THILL HII' KMJIOMETP33C NOTOTLI 3YPBAC Ia3phil HENeIHitH GYcasp TOrTOOCOH.

Huiirsm s3amuiin 3acruiin cynanraassl XypasHi asro 3am Jaipad enrepex Llorrupumii, bBasH-Ogoo,
Xanbora cymabi Heneennuiin 6ycan HyTariaak Oyit 25 opxuiin 84 upragaac caHan acyyiira, spuniiara
aB4, yyJI3auTyy 30xuoH Gaiiryynas. Cynanraaraap HesneesiuitH Oycan HuiT 34 manumu epx, 25 xyaar,
yeT uor, 23 esemiee, 2 xapapiaa, | aymnson GallunH, TeMc, XyHCHHE HOTOO, Mo Tapbaar | TanGaii
xampargax Oaiiraar torroocoH. Hemeesnmitn  6yesn  Gafipraxc Gyl manuue  epxyya  GosioH
GallryynaMmikyyablH Tanaap HapuiBu/IaH CYAAK, TIAIIPT yunpy BON30LINYH HONSeUIMHI TOrTOOK,
HOJIOONON YPrabiidX Xyralaa, HeNeennuiH 33parnsn, Oyypyynax apra 3aMyyabir TOAOPXOMIICOH.
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Cypanraad A53p YHADCIOH “ABTO 3aMbli DIUIbIH COper Helee/uHir Byypyynax akibiH Telesleree”,
“HyynroH Wwumky ynaiTaiin Tenesieres” GoioH HOXeH 0JITOBPhIH cTpaTeruiir Gonoscpyyscan.

> COPOI HONOOJUIMHT BYVPYVYJIAX, HY YJIIDH LUHJDKY YADJITHHAH TONIOBIIOroe

ABTO3aMbIH GapuiIrsii @ICIBIH A8UAA GOIOH LAALIHA 3aMbIH AWKITIANTBIH YEI Y3YYIDX HHArMUiiH
HeNeo/UIHIH CylairaaHaac YHUBCI3H ceper Heneeumidr Oyypyynax, ypbAuuiaH CIpruiiiox a b
TOJIRIOH X3panKyYJican Gereea HeneemnHiin Oycaa ambaapy Oyi 10 epxuiir HYYIraH WHLKYYIITIHA
xampyysican. Hyyiras wabkyynoxioo aBTo 3aMblH Tpace He eBemkee Ga Xyurwiin ayumayyp rapcau,
TYr29Mal  Tapxauraid awdrtT ManTMaibiH Kapbepuir YpT Xyrauaaraap awmdriax 3spor sainwryi
TOXHONAOMA HYYIIrax Oyioy 5 ryH opMuiiH, 2 rap XyAar WHHIOP raprax, 2 XYArdir caprask 3aceapiaik,
| oBomxee wuHp Gapeik, | xasapkaa HYyAraH wamikyymx, | ra noroous TanGail xawawkyynas.
Hyyiirss uminkyyisx, HeXeH oIroBpuIr OroxXA00 XepoHruir Guer Gaiiiaap HOXOH CIPrasx, wiyy
caibkpyynax Gopnoro Gapumtamk 6136 monre erexeec tarranzax racon ECBXB-uwl waapmnarsir
Xanrak wicwtacan Ga yiin akwuiaraatail xon6ootol Gyx 3apansir komnanuac Gypan xapuyL@k HuiT
200 rapyii cas Terper sapuyynaan Oaiina. Hyyarsu whmkyynax yiln axuanaraans Manuisii Tenoene,
HYTTHIlH  yaupisiara, raspbiH Jlaamasn, KOMINauWiH Teneesen oponucoH Oar Oaiiryy/ik manyabid
OOPCAMIHX Hb CaHA! XYCIUITHAT a4, OPOH HYTTHHH Y/MPUIAraTai 30B/I6J1J10% 3Ar39p epXTaH HYYArsH
LIMBKY Y2 THIH 13p23 Galliyy/ie XaMTpaH wiKkiU1acaH.

3ypae 2. HTunsap bapecan Xyoaz Goaon asenices

Men Heneesinid GycHiin epxXyYAHHH aBTO 3aMbIH XeI0T08HTIH AacaH 30XHUOX, S/AWHH 3acrTHitH
ICPIC HONOOT HIMIKHX YYAHIIC aPra XIMAIKIIHY YUMIAT TOIOBNONK XIPITHCYYIDK IXICIH, DHI XYPIsHI Mal
WK axyi, razap TapuanaH, MWK AyHI YAIIBIPIAN, YHIMWITISE OPOH HYTTHIHH XYPI3HI XOKYYasx
apra xamimar asd Gaiina, Xaubory, baan-Osoo, Llorrusumit cymyynan 2011 oxsi 4 ayrasp capeiu | 8-aac
24-upl eApyyasa “DPUMMKCOIH MAN WK axyid, rajap TapHanaH, JKHMC, IKHMCIIHI, THRIVIMIH ypraman
Tapuanax apra 3yi” C3A3BT  CYpranThir  ABYYJICaH.
Moprasciniin cyprary Garw wap xuusanuiir 3aacan Ga
uuitT 58 wpron cyprasrang xamparacas. Mproauiin syrasc
YI CYPrafThir aMbACMPIaaHa Hb XIPIrT3i MILIDTHAT ercet,
Yp ereexri cyprant 600100 rak oHAPeop yHamk Gaiis.

TyyHunsx HENOeILTHHH Gycuiin Mt ibiH
ambkupraansl  Gainann  XeH/UIOHIMHH  MOHHTOPHHI
cypanraar XMibk  ManuiblH - TOITBOPTOH  ambikupraar
Jomicax xetenbop  Gosnocpyynan  2012-2015  onyynan
XIPIMKYYNIXIIP Vi aikuanaraar sxnyynasa Gaiina,

3vpaz 3. Azponomuy cypeazy Gazu Xauto20 cymbin upz3030 Xuusai 2aaic Oyi batioan
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ManuabiH OBOIGKHITHAH XOPITLdHI 30PHY/DK ©BC TIHMIHAH JIIMMJIAN Y3yyaor 6a aBTo3aMbIH
HeneosuniH Mamuan 2010-2011 onel eremxunTen 3opuyik 100 rapyi cas TerperuiiH oBc T3KIINIHHH

TyCnanuaar y3yyJsuisg.
»  MAJUMJITAH 36BJIOIAOX, OJIOH HUHTHIH X2JI2JILLY YOI

Komnanu He aBTO 3ambiH GapHIrbIH DIUILIT DXIAYYJIOXA39 HPraAMHH OPOJILIOOr XaHrax, baiirans
OpPYMH HUHIMHHH HOJIOOIUIMHH YH/MI3T TAHWILYYJIAX, YYHHH AOTOp aBTO3aMbiH MaplupyT, Gapbic
Baiiryynax xyraiuaa, Gapuirbir XapuyLaH ryHUITIaX KOMIaHHy, rapaM rapiHsl acyyulyyabiH Tanaap
TAHWILLYYJDK, CAHAT XYCAITHHT Hb aBY Y/ aXCHILIAraanAaa TYCraH KHIINACaH.
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enpyynan Xanbora, basu-Osoo, Llorrusnuii cymjlyyaaji sByyicad. Apra XaMiKa3HHH Xyp3sHI HPraada
SHepkn Pecype XXK-uith HyypcHHIA yypXaiH Tanaap MIA9JI3) ©r4, aBTO 3aMblH TOCO, XapHyLiaratai
yyJl yypxaH, aloyiryi amuuiaraa, OpoH HYTTHHH XODIUIMHAT J3MiKHX XeTenOepyyauiH Tanaap
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3ypaz 4 Asmo 3ambin MocKuin MaNaap Xonaayyynae

“ABTO 3aMBIH GapHITEIH WKILIH COPOr HENEeMIHHAr Gyypyynax akisiH Tenesneree”, “Hyynrou
WHDKYYANITHIRH Tenesneree” Xaparkyy/iox, XaparKaNTHAH ABuan XaHanT Tasuxaaa DHepxwn Pecype
XXK-uith Opon Hyrruiin Xapwinaanst Bar (OHXB) #b opoH HyTruiin yanpanara, HyTTHHAH 3087161,
3AMBIH TYHLITrIM KOMNAHWY/L, OPOH HYTTHITH HPIaA, MaumITail HarT xaMTpad akuinas. 3am 6apuarbit
aabin asuag OHXE ve neneennuiin Oycan OGairaa manuuarai capji 2 yaaa yynsaw, T3AHMA caHa
XYCIITHAT XyJIDoH aBax, Xonbornox raspyyaal yiamoinax, LWHAABIPAIX apra  XOMMOMSr  aBy
XIPIrHCYYICIH,

MeH KOMMaHWHH 3yrInc 3aMbIH AXKABIN TYHIBTIOM KoMIasuynan baidrans OpUMHA Y3YYI13X ceper
HeJeIHiAr Byypyyliax, xoeaMepuiin aroyiyi balianeir xanrax Gonon Heneeanuin GycHitn Manuun
OpXyYA, OalryynaMiK, TaXuarar yyJi OBOOHbB TRNAap TAHHALLYYJIX, MPrIATIH X3PXIH XamTapy KUIIax,
TIOHUH 3px venoee, awynryil Gaiinann Heneenexryd Oaiix, Tanaap 3aaBap 3eBJIeree eri, cyprant
ABYy/CaH.

lompon Gapargyyaax Mexanusm

Tecauiin anuaj caHan, roMuos WHHABIPAINADY OPOH HYTTWEI MPraj, ManubiH CaHan XycanTHir
OHXE apu, Tyxaii 6ypa Hb wHiiasapiaue Gais. 3aMbiH GAPHATBIH AKIBIH HBLL, MATYABIT HYYJIT9H
WMDY YA2X, Heneenenn eprced Daiiryynamknir wuH3sp Gapux, 3aceapiax 30par yiil auiiaraan
MANYIBIT XHHAITAAP WKWANYYICAH Hb YP AYHTIH OOMK, TOAHKIE canan romuibir WHHABIPIIXIA 3ePIradp

HONGenCoH.

3ambiH GapuiTbIH Vil @KUANaraaHel ABLAI ONOH
cajaa 3aM rapraxryi Gaiix, HexeH cOpraaTHAr
XWX, XOr Xasrwiuir WA 3aarail xasxryi OGaiix
39P3T MPI3Jl MAMIAAC TARBCAH [HIAAp/LUIAra, CAHAJ,
TOMAYYbIT ryHuaTrary KOMIIaHHY A/
ynamuicnal  uar  Tyxaijn Hb  WIMEABIpNYYIK
aunnanaa. [yHUDTrary  KoMnauuyn  DHepicw
Pecype XXIK-uilH TaBbcaH Wwaapanarbir XaHrai,
WPraiMHH  caHaNbIl  XYJI39H  aBY  XaMTpad
KMNNACAH.

3ypaz 4. Xanbozo cymuin Aman ye Xam3asx 2asap 2apeacan 2ap xyozuiiz Masuo Xyusaie asas.

Duepikn Pecype XXK-uiin syrasc xatTyy Xydantrail asto sampir Hapux GapuirsiH ascibir
XIPICKYYNIXAII Oalirans opuHbl COper HONeOMIHAr Byypyynax MeHexMeNnTTdH AKUANAXAac raaHa
HUHrMUIAH HOJIOOIUTHIAT TOOLIOK Henoos il Gycan Galtpaai Gyl Masuuh OPXYYABIH 3PXHIAT XYHIDTIH,
Baiiryynamie, Taxuwarat yya OBOO, apXeoJloruiH XxaHryyn, aspaH xamraanant OOnoH HMiram aauiin
3aCTHAH cypanraar Xuibk, yycu Oonzoluryi ceper HeNoomIeec ypeAuniaH capruiing, Oyypyynax apra
XIMAUCII [IAT Nlapaarai asy xaparkyynsn. KoMmnauu Hb OpoH HYTrHiH yIMPANAryyl, HyTTHIH 0B8N,
MayuH epxyya GoaoH ryudTrarY KOMNaHUYATal MO TOA, OPOMIOOHLI 3apuMbir GapumTamk xamTpan
ancnanacad. TyyHunon, Heneennniin Gycan xamaaparaa Gyit ManuuH epxyyATIH HYYAT3H WHIDKYYISIT,
ABTO 3aMblH DAPHIITBIH DKIIBIH ABLUBIH “HPIIAHAH XAHANT -HiAr Ouil GoArok oNOH HHUATHIH OponLOOT
XaHT K KHAIANAA.

MOH TYYHUI3H O10H YYPXaiiH HYYPC TIIRIPAMTHIAH Yiln axcuinaraa ssarfak 6y WOPOOH 3aMbiH
Oaitranb OpHHMH, HUHIMKHITH COper HONee, MaMuAbH 3PY YA MK/, aloyaryid Oaiinana Gonon Ganusapuiin
JIOPORTON 39p3r acyy/UIaac YY/I3H CyM OPOH HYTrHHH ynupasaraac XyconT rapractel jaryy 2012 onp 3
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MalyMH OpXeA Xyaar, Xyaruitn Gaiip, eBemkee Gapmik ery, HWHT 93,9 cas Terperuiin sapanaap HyyJaraH
WKy Y1997 Gaiina.

4

BHEPXXW PECYPC XXKOMITAHW
YOUPMIATYYOADL ¢ |

OMIAT OBEL AHMI 311
BAAH-OBOO CYMBILEIACAT 1A A
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XyeanT raprax Tyxaé

Ta GyxaHn oHd BAPUAH MIHA XYPIbE

Tyc cymbiH HWAT HyTraap cafxan ayw Gonx Hamaprai sonron esnwiy Gantren
xaHrax axnaa renesnex Gaina.

Taean TONroR Hyy y Fawyyn cyxait xunuilk Goomt XxypTanx
3ambiH B6 kM Wb MorodT Garwiik wyrar A2\crapasp paipy eHrepaer. 3HS 3aMblH
wensennuiti Bycaa 16 manuuu epx xamparanar. [139px WopPooH samblk my;'ﬂu_nmuu
BpXYYAMiAH 3yrasc ambapax Hexuenivi Goncon Tanaap, ux Byraaw GaliryynanTbiy Asuan
aHrWiAH 8pA WPraf WXasxaH XOXWp4 Baliraar Xapransan yasK HyynisH linmnax
caHaneir yaaa gapaa Sugena, Ta Gyxakg Gonoby Ar xypran !." OXOR
wuiAAsNA xyposryh Gaika.:

Cym, Garmiin yawpanaryyd GuA MarimH epxuiin Tapryynar4uartail XapuiugH
APUNUana HeNeennuiAH Gyc Aax MAMVH @PXYYAWAT HYYPCHWA WOPooH 3ambil’ Aaryy
HYYpC T083pnom Byl TOMOOXOH BX axyfiH HMONKYYASN XyBaapwunas caan Xypryynx
Baiika,

Tanaik komnanW He Heneamwmid Gyc aax M. T.
Y. MQIpaopnr HapbiM MaNYuM  OPXYYATIA Hyynram DRYYNaX,
osenxes Gyyy Galiryynaxen ASMMNST yIYYNSxuir xycbe. r

Hitnxyy DOuepcn pecype XXK Hb asrozameir 2011 ona awmrnantag opyyimk, 3amblH 3acBap
apyriiraa, HOXeH CIPraT, XOAONrOOHHH AHYITYH LKUIIAraa 33p3r HUHT 3aMbid Tpace aaryy 130 rapyii

aiuibiH Gaiip Guit Gonron wkunnak Gaitna.
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YXAA XVJIAT- TAIUYYH CYXANUT YATJIIJIMAH TOMOP 3AM

Monron Vncein 3acruiin razapraii 2012 oxer 5 ayraap capsin 31-wuii opep Gaiiryyiacan “Yxaa
Xynar-T'awyyn cyxaiTslH 4HIIB)IA TOMOP 3aMBIH Cyyphb OyToIl Gapux, aliuraax, WHBKYYIsxX Tyxai”
TEX2010/198-94-]1 TOOT rap33r YHAICAIH TOMOp 3aMbiH GAPHIra YrepanThlH KB IXTYYIIX GONCOH.
Mouron Yncwin Mx Xypnbsin 2010 onwl 32 ayraap Torroonoop Garnarncan “Tepeec Temep 3aMbiH
T23BpHiiH Tanaap Gapumrtiax Goanoro”, Monron Yicwin 3acruiin raspbin 2012 oner 161 ayrasp
Torroonoop, 1/06 TooT Tycraii 3eBLIOOPNeep TOMOpP 3aMbiH Cyypb Oyrou Gapux yypruir “OHEPXM
PECYPC POIJI” XXK-1 onrocoH 60Ho.

» BAWIAJIb OPYMH, HUMTMHIH HOJIOOJITMHAH YHDJIDD (BOHHY):

Temep sambi cyypb OyTuniin Gapuareln 60noox aWMINANTBIH ABLEA Yycd OOA30WIrYH coper
HeneeIMiAr Oyypyyiax, ypeiduiad copruinsx yyausac 2009-2010 owp Mowron yncein Baiirans
OpYHBIT Xamraanax Tyxall Xyyne, Mownron yicein balrans opunna neneenex Gai/UIbIH YHINr32HMH
TyXal XyyauiH xyposua bairane opuun, Huirama neneenox GailiutblH HapuABYMICAH YHAIrI?
(BOHHBHY)-r Environmental Resources Management (ERM) Hb Sustainability East Asia LLC
(Sustainability)}-wuiin  xamraap JXOMP Koncanruur XXK 6Gomou Xerwnmiin Dpun  TBB-uiin
TycnamkTaiiraap Esponsin Caprosn 6ocront Xeriwmiin Gankust (ECBXB) Iyituarronuiin waapwiara
(2008) Gonon Asmiin Xeruuuiin 6ankHbl (AXB) Awoyiryi yitn axunnaraansl 6oaioro, ONOH YACLIH
Canxyyruiin Koprnopauwiia (IFC) I'yiusrranuniin crannapryyn, AXB-uiln Aroyaryii yiin axuiiaraads
Goanoro, Canxyymuinruitn JKBaTOp 3apUMHItH AapANAryyabiH Jaryy HuiuyyasH Gonoscpyyncan. Tyc
YHOIr9H|H yp ayna 2012 oubt Gaiianaap rapu 600X OPUASATOH HIMIAT TOXOTTON XHIHXI9P AISIBIH
30XHLYYaNT 9X7193, GaitHa.

Temep 3ameiH Tpacc jaryya CoénbiH ©BMHI Xamraanax yyQaH?3¢ GapwirblH OMHOX apXCONOrHiH
Xaliryyn aBpaH XaMraanax maimiara cyjajnraar ryHusTracad. Oua cyaanraar 2009 ouw 7 gyraap capi
ApPXCONOrniH XyPoaJIan TyHUSTraCcoH. YyHui yp ayun Xypasuuiin Gonod Hywpan 3yyusl yewidn 44
Tanbai Topopxoinoracon. Daraapase MOO Il manranaac MDO VII 3yyHbl yeuitn 3 w1 AepBesskHH
Oynw, Monronsi yeniin 39 w ayryi# xanGapuiin Oynw, tTanbainyynsia 2 ve Typaruitn yen (M2 VI-VIII
3yyH) Xamaapax Gereen mH3 HhL ['OBHiiH OycuitH XyBbI MaL XOBOp ToxHONAOA oM. Cyaanraansl yp AyHA
HUAT 46 OynuIMHA MATTANT XHitcoH Gereel WHHAUIIX YXaaHbl CyAanraaHsl 3opuysiaimaap MOHroIbH
[nmicnsx Yxaanwl AkaaeMHitH ApXeOJIOTHHH XYPI3JIIH LIWIDKYYICOH.

» DEPOI HOJIOOJIBJI

Temep 3aM Hb aBTO T33BPWHH 3ameir Goseon 3 naxuwH  Gara raspeir awurajar 6a TeMep 3aMbir
ALIMIIIACAHAAD Ta3pblH rajapreiH 9BApaN Oaracy, XOPCHHH M3rA1, araapbiH TOOCKHIT, YPramibiH
jopoiiton Gyypu ra3pbld HEOLHIAH ALIMITIANT CAMKHPAX, MOH AM3eb XOAOIryYPTIH rant TIpar Hb TIp
OpPUMBIH 3aMaap fBaX ABTOMALUMHBI XOANryyp3sc rapax Goxupayynax Gouucroi xapelyyiaxaa 15
naxun Oara Goxupayynax GoAMC araapT raprajar 33prasc TemMep 3aM Hb OJOOrHiH yycaa Gaiiraa
Galirans 9KOMOrHIAH JOPOUTILIT Gyypyynaxaa HX33XaH a4 XonboraonToii oM.

MeH TYYHY/I3H aBTO 3aMbIH T33BPI3C YYCOX OCOJ M3MTUI Hb TOMOP 3aMbIH TIDBIPTIH Xapbilyysiaxan 7
JaXKH uX Toxuonamor 6onox He Torrooracon Gainar 6a aBTO MamMHaap Hyype T3B3puAAT Garacy HHI
Hb TyxalH OpOH HYTTHMHH HWprajl GONOH JKOJNOOY HAPBLIH AYAryd Galanelr XaHraxaac rajgHa 3am,
TIIBPHIAH CYIDKII, XapuiLaa Xoa600, GaHKHb YHIUKHATD, GOOH ycaH XaHramk 33par Gycal cym OpoH
HYTIHIAH 131 OYTUHHH Xerkuiil XyBb HIMIP OpYYJax 2€p3r HeJIeeTIH oM.
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» COPOT HOJIOOJJIMHAT BYYPYVIIAX ANUIBIH TOJIOBIOTOO

Temep 3ambiH  cyyps OyrumiitH OGapuarein  aiibii BOIIHY-r  XeHANeHrWHH M3Iprokiniin
Gaitryyuiaryynaap XHHAracoH OYFHIATIOP TOMEp 3aMblH TpaccbiH aaryyx 500 merp rasap Hb wmyya
HONIGOJUIMIH OYec, XapuH wyyA Oyc Henee/NuiiH OycHAr 5 KM X3M33H TOrroocoH GonHo. TyyHussH
Monron Yicuin Temep 3aMblH TIIBPUIiH Tyxai Xyynuidn 3 ayraap 3yia 3aacan cyyps OyTal, AarsHacaH
X3paraaaHuid 3am, tanbaiin awoynryd Galzneir xadrax sopuynant Oyxui razap, GapuirbiH aKIbH
3PCBNNAC YPBAUMIAH CIPruinax 3opuiroop S00 METPHiAH LYY/l HONOOITHIAH GYCHIAH ra3pbir HOI68Iex,
HYYJI'H LWKIDKY YT XHAX33p Tesnesnenk GaiHa.

2008 onp xwuiiracon BOHHY-HbI AyrHAITI3p TOMOpP 3aMbIH TPACCHIH JAryyx LIyYA HeJee/UIMHH
OycuitH 17 epx, wyyn Oyc Heneennuiin Oycon xamparaax 54 mMainduH OpXYYA3A HHHMOM 30MHH 3aCrHAH
cyypb cyaanraar xuiican Gereea 2012 ownj myyn Heneennuidn 6ycuiin 10, wyyna 6yc Honeemimin 6ycan
Xampargax 64 ManuuH epXYYA34 HUHMIM 3/1nHH 3aCruiiH cyypb Cyja/iraar WHHAYWIIH XUHCIH.

Honeennuiin 6yCHitH MaT4ibiH HWHAMIM 3/IMAH 3aCTHiiH CYYpb CyaanraaHj ToMop 3aMbIH HONOenes
Gaiiraa 80 opx xamparacan. Cyjanraaraap wyyn Heneennuitn 6ycaa 600H Tpaccaap eBeJDKee Xyaar yc
Hb Tycraapnarjaxc Oy HYYIr3H cyypbluyynanraj xampargax wuir 17 epx Gaiiraa Gereen 3 xypar, 10
oBe/Kkeo, | MoaoH aiinH, 2 6eToHOH Galtunn, | HOroOHs! Tanbai xamparaai OYHr TOFTOOH TAr33pT
yuupu GoJI30LWryH HONEONHHT TOrTOMK, HENeeUTHIHH YPramiaxX Xyraiaa, 33pariyl, Oyypyynax apra
3aMbIl TOAOPXONSOH MATYH/TAH XOATLAX @iCHI YPra/kuinK Gaina.

Tomop 3aMbiH TOCIHIH XOpIrKHITIAC Onii Gos10x wyya Gonou wyya 6yc Honeenona eprex Gaiiraa
MaYiH 8PXYYA3/ HeJeenexX ceper Heleelnuir Oyypyynax axJibiH Tesesiereer Gososcpyyicad 6a
Jlapaax A3/ TeleRIereor XaparkyyaHd. Y YH:

e OPOH HYTI'MAH UPIIMIAH 3PY YJI MBHI, AIOVIITYH BAMIAIL
OpoH HYTIHITH HPraji, MANu/IBIH 3PYYN M3HA, aloyaryi Gainain, ToOArdPUAH oMY XePeHTe, Mal CYpruiH
Gypan OyraH Oaiaan ceper HONOO Y3yYIaxXryi Oaiix

e  OPOH HYTIHHH UPIDUHH DPX
OpoH HyTrWiiH HPra/l, YAHPANArbiH OPOJILOOr XAHTax, TAAHA M3A3M2M Wil TOA TYrIdX
Opon HyTrHiiH uprag Gaitryyliiaraac MpCaH caHan, XYCouT, FOMILIT Wyypxaii Gaparayynax

e  OPOH HYTI'MHH CORJIbIH 6B
OpoH HYTrHIH EC 3aHLLKM, TYYX, COENbIH Guer 6a Guer 6y OB, YHAT 3yHNCHIT XYHIOTIOH Xamraanax

e  OPOH HYTI'MMAH HUHIDM, DIMHAH 3ACTHHH XOIMKUIT
OpoH HYTIHitH UPrIAUIT iUIbIH alipaap xaHrax
OPpOH HYTIHIH @K aXYHH HAIK SKHKUAT Iy H ]|, OH3HEC SPXIBrYAUAT HOH TAPIYYH AIMKHIC DKHITIIAX

» MAJIYM/ITAH 30BJIGNOX, OJIOH HHATHIH X3JIDJILY YOI

Duepikn Pecype XXK-uiH 3yrssec TomMep 3aMbiH TOCOJ XIPIMIKWITHHH SABUAL OJNIOH HHATHHH
XOMOMIYYAsr Ma30m3n Tyrasx Tenesnereewuni (OHXMTT) xypasHa TecnuiiH Tanaap yHIH 368
M323UI3J1 TYI3XHHH 32paruas WPraaTdH HYYp TyJuK yyi3an T3AHMA OHNronT, xaujara, OpoH HYTIHHH
3yra3c YYeaX Hexues GaHaibir TOAOPXOMIOX, ONIOH HUITHIH 3yrosc rapcaH caHan 3eBIOMIKHIAr yiin
KHAraaH/1aa TYCrax 30pHIAT0OP MaNvMi, OPOH HYTTWHH YAMpAJIATYY], OJIOH HUHTH 30pHyNcaH
YYN3QIT, X2N3UYYIrYyAHAT ye waTTairaap 30XMoH baiiryyican.

Manaii komnanu 2009 onooc xoiin HuidT 6 ynaarwitn 4000 rapyit upraauiir xampyyacas “Ha3nTTH
X3NANLYYIIor, epepner”-uiir OmMueross aHMIHIAH 5 CyMAbIr XaMpaH 30XHOH Oaiiryyiok, Manuni, opoH
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HYTPHIiH Hprag, Topuitn Byc Gaiiryynnaryynai M3A33/130 XYPrak, XapuiLaH CaHal COMHILOK UPCIH Hb
canbapbi# X3IMMCIHJL YIIrIP MU HONOXYHLL LWMHIIAL, YP AYHTH anxam 60/mK yaacaH.

Temep 3aMbIH TOC/THIH XYP3DHA XAMIHiiH CYY/I1 30XHOH GaliryycaH ONOH HHHTII 30pHyJICaH apra
XOMICIHUH TORMOOC 1y pbABAIL:

» Heneesuuiin 6ycuiiH CyMbIH yAUPANAryyATaid XHHCIH yyN3anT, Xy yiar
(2012 onbl 7 pyraap capein 4-6 nuil oapyyasa Xan6ora, basn-Oeoo, Llorrusuuii cympaan)
» Heneennuiin OycuiiH MaTuuATad XHHCOH YYN3aaT, X33/ Y13
(2012 ousbt 8 nyraap capbin 2-4 uuii enpyyasa Xau6ora, basu-Osoo, Lorripuuii cymaan)
¥ HeneennuiiH OycuiH CyMAbIH yAMpUlara, ryHUSTrard xomnaHuyn, Oepikn Pecype Paiin
KOMIMAHHIH 3 TanT yya3ant, Xa1iyynsr
(2012 ouul 8 pyraap capoi 20-22 Huit oapyyasn Xanbora, basu-Osoo, Llorrusuumii cympan)

Joapx yynsant xsnonauyynryyauiH xypssna “Ouepicu Pecype Paitn” XXK-uwitn Temep 3ambin
TOCHAWIAH Tanaap GONOH TOMOpP 3aMblH MapLUpYT, HHHLYYISX cranaapt, Oapwk Gaiiryynax xyrauaa,
CYALTrIrY KOMIIAHAY/ABIH TANAap MI33J15]1 6ry, Helee/UInidH Oycuiin ailn epxyyauiiH baiirans opunH,
HUHIMHIAH  HOMOONNHIH  YHANMIIC  TaHWILYYJDK, Cceper Heneejuwidr Oyypyynax TeseBnereer
X3JI3/TUY Y199,

3ypazs. Temep sambln MOCAUIIH MANAAPX XIAINYYYAI2

Manudvin xamonyyynse. /Lozmysyui 2012.08.04/ Manwuo mpaccwin 2aspein 3ypaz y3ic batina.

Manuovin xanaayyyuse. /Xanboeo 2012.08.03/ Manwuo cananaa wispxuiviic 6uina /basn-0s800/

Llaawun OMuerosr aiimruiin yaupanaryyn 6onon adimruitn TBb-yyawin Teneennyynsa sopuyicax
YY3ANT, X3JIILYYATYYARAT 30XHOH Galiryymi, MO/ XYPraH aKUUiaxaap Tenesex GaiiHa,



d(ii) Client’s Response (Response Letter to NGOs dated 30 August 2012). Unofficial
translation.

Unafficial translation

TO: NGOs “GOVIIN GAZAR SHOROO”, “TSETSII NUTAG”, “KHIL HYAZGAARGUI
ALKHAM”, “OYUTOLGOI WATCH”

August 30, 2012

Subject: Response to inquiry

We write this in response to your formal inquiry (No.039/12) dated 6 Aug 2012,

Energy Resources LLC, operating the Ukhaa Khudag coking coal mine located in Tsogttsetsii soum of
Umnugobi aimag, is one of many companies engaged in mining activities in the region. The Company
has followed and implemented consistent policy towards addressing the issues of concern indicated in
your inquiries such as environmental protection, mitigation of adverse impacts and social impact
assessment. We believe in being transparent with and responsive to our stakeholders and have taken
collective measures towards ensuring the above through infrastructure development and other means. For
instance, we use our own 240 km paved road for coal transportation and leave the road sharing
opportunity open for third-party users.

The construction of the 240 km paved road connecting our Ukhaa Khudag mine with the Gashuun
Sukhait border point took place in 2010-2011 and complied with all applicable Mongolian legislation
including the Law on Auto Road, the Law on Environmental Impact Assessment and other relevant
regulations on land use, ownership and resettlement issues as well as performance requirements of
international lenders while following the commitments set out in our Environmental and social impact
management plans.

Moreover, as the Energy Resources Rail LLC, an indirect wholly-owned subsidiary of the Company, was
contracted to construct the base railway structure from Ukhaa Khudag to Gashuun Sukhait through a
concession agreement, within the framework of the Mongolian Parliament Resolution No. 32 in 2010 and
the Government Resolutions No. 63 and No.161 in 2012, we are making full efforts in meeting the
standards and requirements set by the Government in each and every step of our operations and holding
periodic consultations and information sessions with various stakeholders including the local authorities
and NGOs, host communities and affected herders.

Further to your request and inquiries, here we attached brief performance reports of our Environmental
and social impact assessment, Environmental and social impact mitigation plan and Public consultation
and disclosure plan for both the auto road and the railroad on the Ukhaa Khudag — Gashuun Sukhait
route.

We believe that your works involve reviews and assessments on all individual mining and transportation
companies and their operations.

Sincerely,

G.BATTSENGEL
CEO



Unofficial translation

Attachment 1 to
....... letter by the Chief Executive Officer of Energy Resources LL.C

UKHAA KHUDAG-GASHUUN SUKHAIT PAVED ROAD

With the aim to increase coal export volume and to protect the ecosystem of the Gobi region, the
permission to build 240 km of paved road from Ukhaa Ktmdag coal mine in Umnugobi aimag to Gashuun
Sukhait border gate was granted to “Gobi Road” LLC, a subsidiary of the “Energy Resources” LLC in
2010 based on Resolution #83 of the Government of Mongolia. Subsequently, the road construction work
began in May 2010. Throughout the road construction phase, the Company ensured compliance with
Mongolian Law on Auto Road and other relevant laws and regulations on land acquisition, land
ownership, resettlement and evacuvation. In addition, performance requirements by the European Bank for
Reconstruction and Development (“EBRD™) and relevant international norms and standards on Corporate
Social Responsibility (“*CSR™) were adhered to. During the project cycle, we ensured transparency and
participation of the local community by providing accurate and up-to-date information about the project
and consulted with the local community and other stakeholders in line with the Company’s CSR policy.

Photol. Construction of paved road

» ENVIRONMENTAL AND SOCIAL IMPACT ASSESSMENT (ESIA)

Energy Resources LLC conducted the project’s socio-economic study prior to start of road construction.
By determining any socio-economic negative impacts associated with the road construction project, the
Company was able to take appropriate measures to mitigate any negative impacts identified and to
prevent any possible negative impact on herder health and safety and damage to their property. In
determining the impact zone, clause 3.1.6 on “monitoring strip” and clause 12.2 on “determining impact
area” from the Mongolian Law on Auto Road were adhered to. Based on the socio-economic study that
covers both the construction and operation phase, the impact area was determined to be the area within 1
km on each side of the road alignment. Within the framework of the socio-economic study, meetings,
interviews and questionnaires were conducted among 84 members of 25 households residing in the three
impact soums of Tsogttsetsii, Bayan-ovoo and Khanbogd through which the paved road alignment is
routed. Survey findings revealed that within the impact area, a total of 34 herder households, 25 water
wells and water points, 23 winter corral, 2 spring corrals, 1 wooden building and 1 vegetable growing
field were affected. A detailed assessment was carried out on affected herder households and structures to
determine the project impact, impact duration, impact category and the appropriate impact mitigation
measures. Based on the survey, the “Road Impact Mitigation Plan”, “Resettlement Action Plan” and the
compensation and entitlement strategies were devised accordingly.



Unofficial translation

¥» NEGATIVE IMPACT MITIGATION, RESETLEMENT ACTION PLAN

Based on both the construction and operation phase impact assessments, a negative impact mitigation
plan was implemented. Totally 10 herder households were physically displaced. A resettlement was
carried out in cases where the auto road alignment cuts through and separates herder winter corrals from
their water wells. As a result, 5 deep water wells, 2 hand water wells were established, 2 water wells were
renovated, 1 winter and 1 spring cormrals were resettled and 1 hectare of vegetable growing field was
fenced. In addition, resettlement was also carried out if a household happens to reside in the impact area
of a quarry site which will be exploited by the Company for construction.

When carrying out resettlement and compensation, the Company complied with the guidance provided by
the EBRD on resettlement and adhered to the policy of constructing or renovating the physically
displaced structures instead of providing monetary compensation. The Company was responsible for all
resettlement and compensation expenses which amounted to approximately MNT200 million.

A team consisting of herder representative, local administration, land superintendent and the Company
representative was appointed respongible for carrying out the resettlement and finalized the resettlement
agreement with the physically displaced households based on their proposition and consultation with the
local administration officials.

Photo2. Newly consitructed water well and winter corral

Various community cohesion measures were taken to support the positive impact of the project and to
provide opportunity for affected herders to generate income other than livestock farming. Within the
framework of this objective, various actions are being taken at the local level to develop livestock
husbandry, crop farming and small and medium enterprises. During 18%-24® April 2011, introductory
methodology training on intensive livestock farming, crop famming, berry and fodder farming was
organized among 58 members of affected households in Tsogttsetsii, Bayan-Ovoo and Khanbogd soums.
This training conducted by specialist trainers was well received by its participants for its benefit and
specific knowledge. Moreover, based on the external monitoring survey conducted among the affected
herders, a Sustainable Livelihood Support Program was developed and is being implemented over a four
year period from 2012 to 2015.

Photo3. An agronomist is providing fraining for residents
of Khanbogd soum




Unofficial translation

The Company provides hay and fodder for impacl area herders. As such for the winter of 2010-2011,
more than MNT100 million was spent by the Company in providing hay and fodder for the paved road
impact area herders during the harsh winter months.

¥ CONSULTATION WITH HERDERS, DISCUSSION WITH LOCAL COMMUNITY

Prior to start of our road construction work, the Company ensured community participation and
involvement in the decision that affects their livelhhood. This mvolved discussing our project’s
environmental and social impact assessment along with specific details on the new road alignment,
expected timeframe for completion, owr contractors, our operational plans and our proposed solutions to
issues such as road crossing. Consullation in tun enabled community input in idenlifying appropriale
mitigation and management options available to us in addressing issues of concem to them.
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In addition, the Company organized an “Open Day and Consultation” event between 3gh September
2010 in Khanbogd, Bayan-Ovoo and Tsogttsetsii soums. During this event we disclosed information to
the public about our mimng activity, the new road construction project, responsible mining principles,
safety issues and the Company’s community development programs and initiatives. It is estimated that a
total of 1500 local community members participated in this open day and consultation event.



Unofficial translation
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Photod. During public consultation on road construction

The Company’s Community Engagement Team (CET) cooperated fully with local administration
officials, community development advisory councils, our road construction contractors and the local
community members in implementing and monitoring the “Road construction negative impact mitigation
plan” and “Resettlement Action Plan”. During the road construction phase, the Company carried out
consultative meetings with impact area herders and received their comments and suggestions on our
operations, passed it on to relevant departments that are responsible and took further measures to solve
any issues identified.

Moreover, the Company organized a semninar and provided advice for its construction contractors on
environmental impact mitigation, labor safety, impact area herders and their property, sacred mountains
and respecting community rights and ensuring their safety.

Grievance mechanism

During the road construction project, the Company’s CET received and handled community grievances
thronghout the project cycle. The Company also contracted some impact area herders to perform
monitoring of road construction, resettlement, rebuilding and renovating of structures together with the
Company. This has proven especially beneficial in handling community grievances and suggestions more
effectively.

The main community concerns and feedbacks received were regarding environmental rehabilitation, not
creating multiple unpaved roads for coal transportation during paved road construction and waste
management. These concerns were passed onto our contractors and relevant departments of the Company
so that appropriate actions can be taken to address issues raised. Our contractors also fully cooperated
with the Company in providing responsive solution to community grievances.

Photo5. Hand water well built in Khanbogd soum
is being transferred to herder ownership




Unafficial translation

Energy Resources LLC undertook step-by-step measures to mitigate any negative impact associated with
paved road construction work by having a sound environmental impact mitigation plan, determining the
impact area based on a socio-economic study, respecting the rights of local community and local sacred
mountains in the impact arca and conducting archacological survey and rescuing any artifacts in
collaboration with Mongolian Archagological institute.

We involved local administration, community development advisory council, herder houscholds and our
contractors in the project cyele to enable transparency and to develop mutually beneficial relationship. In
addition impact area herder preformed “citizen monitoring” duties during the road construction phase and
resettlement.

In addition, at the request of the local administration 6 houscholds were resettled in 2012 at the expense
of the Company dug to some environmental and social concern, especially regarding health and safety of
herders and loss of pastureland which resulted from use of unpaved road by numerous mines located in
the region for coal transportation.

Energy Resources LLC completed and commissioned its paved road in 2011. Over 130 new jobs were
created in road maintenance and road safety work along the newly constructed road alignment.

UKHAA KHUDAG- GASHUUN SUKHAIT RAILROAD

In accordance with the Mongolian government resolution #161 a Special Permission #1/06 was granted to
Energy Resources Rail LILC to build base railway structure based on the Parliament of Mongolia’s
decision #32 on “Policy Guidance on Railway”. In accordance with #TUH2010/198-94-1 concession
contract signed with the Mongolian Government on 317 May 2012 to “Build, operate and transfer the
Ukhaa Khudag-Gashuun Sukhait railway base structure™, the Company began its railway construction
waork.

7 ENVIRONMENTAL AND SOCIAL IMPACT ASSESSMENT:

With the aim to mitigate any negative impacts associated with construction and operation of the railway
base structure, a detailed environmental and social impact assessment was carried out in line with
Mongolian Law on Environmental Protection and Mongolian Law on Environmental Impact Assessment
in 2009-2010. Environmental Resources Management (ERM) together with Sustainability East Asia LLC
(Sustainability) conducted the project’s Environmental and Social Impact Assessment (ESIA) with
assistance from JEMR Consulting (JEMR) and Development Era NGO, two local contractors. The
project’s ESIA was developed to meet the EBRIY's Performance Requirements (PRs), Asian
Development Bank’s (ADB) Safe operation policy, International Financial Corporation’s (IFC)
performance requirements and Equator principles. To reflect evolving local conditions and change in
legal framework, some revisions and updates were made to the ESIA in 2012,

In order to protect cultural heritage of the local community, a pre-construction archacological survey was
conducted along the railway alignment in 2009 by the Archaeological Institute of Mongolia which was
followed up by artifacts recovery work. As a result, 44 sites belonging to the Bronze and middle ages
were determined. From the tombs and graves that were discovered, 3 square and 39 round Mongolian
tombs from the (2 B.C -7 B.C) and 2 from Turkish period (6 B.C-8 B.C) were found. All these are
considered to be very rare findings in the Gobi region.

7 NEGATIVE IMPACT MITIGATION PLAN



Unofficial translation

Based on the ESIA conducted by external professional body, the direct impact area is 500 meters along
the railway alignment and the indirect impact arca was determined to be 5 km along the railway
alignment. In line with the article 3 of the Mongolian Law on Railway Transportation, a resettlement is
planned for in the area 500m on both sides of the railway alignment o ensure site safety and Lo protect
people and structures from construction related accidents and risks.

In 2008, a socio-economic baseline study was conducted among 17 households in direct impact area and
54 households in indirect impact area along the railway alignment. However, in 2012 the Socio-economic
baseline was updated to include 10 more households in indirect impact area.

In the direct impact area there are 17 households that will be physically displaced as the railway
alignment separates their winter corral and water wells. It is found that 3 water wells, 10 winter corrals, 1
wooden house, 2 concrete houses, 1 vegetable field are under the direct impact area. An assessment of the
project’s impact on the above structures, impact duration and impact category is currently being
determined in consultation with herder households. A railway impact mitigation plan is being developed
for both direct and indirect impact arca houscholds. In addition, the following mitigation measures are
planned for:

e COMMUNITY HEALTH AND SAFETY
To mitigate any potential negative impact on local community health and safety, and to protect their
property and livestock

« COMMUNITY RIGHTS
To involve local community members and local administration in decision making, disclosing
information about the project transparently and to handle any grievances in a timely manner

o LOCAL CULTURAL HERITAGE
To preserve and to protect tangible and intangible cultural heritage of the local region

e LOCAL ECONOMIC DEVELOPMENT
Provision of employment opportunities and to give priority to support local SME’s

» CONSULTATION WITH HERDERS AND THE PUBLIC

As part of the Company’s commitment to stakeholder engagement, public consultation and disclosure
have been on-going throughout the Project to promote the engagement of the local community in the
Project development and implementation. Within the framework of the Company’s Public Consultation
and Disclosure Plan (PCDP), Energy Resources LLC provided reliable factual information to the public,
conducted face-to-face interviews and held various consultative meetings with diverse stakeholders
including the local administration and herders to better understand local conditions and stakeholder
concerns and to work with these groups to make more informed project decisions.

In order to engage directly with stakeholders who do not frequently travel to soum centers, the Company
conducted 6 Open Ger (open house) events since 2009 on an annual basis, which reached more than 4000
local community members in 5 impact soums of Umnugobi aimag. During these events the Company
exchanged ideas with the members of the public including herders and NGOs, provided project updates
and future plans and enabled opportunity for the community to ask questions and seek clarification on any
issues relevant to the project. This stakeholder engagement practice has proven to be both an effective and
exemplary practice in the mining industry in Mongolia setting a new industry benchmark other companies
can be judged against.

Within the framework of the railway construction work, the following stakeholder engagement activities
were organized:



Unofficial transiotion

» Consultation with impact area soum administration officials (Khanbogd, Bayan-ovoo,
Tsogttsetsii soums, 4h_gth July 2012)
¥ Consultation with rail impact area herders (Khanbogd, Bayan-ovoo, Tsogttsetsii soums, 2°%-4%
August 2012)
» Three partite consultation involving rail construction contractors, sowm administration officials
and Energy Resources Rail LLC (Khanbogd, Bayan-ovoo, Tsogttsetsii soums, opituansd August
2012)
In connection to the railway project, the Company organized the above mentioned focused discussions
and consultations with local community and disclosed information on the planned railway construction
project and its impact. Moreover, the community members provided their own views on how these
impacts should be mitigated and managed by the Company.

Photo6. During rail consultation-Local community members gelting acquainted with railw ay alignment

In the near future, the Company is planning to organize more consultative meetings to provide
information to Umngobi aimag administration and representatives of local NGOs.



d(iii.) Information on Complained Herders submitted by ER on 26 November 2013.
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d(iv.) Client’s Response — Energy Resources letter dated 30 May 2014.

r 1
M EUROPEAN BANK FOR RECONSTRUCTION

) AND DEVELOPMENT
ENERGY RESOURCES LLC ATTN TO PROJECT COMPLAINT
16! Floor, Central Tower MECHANISM OFFICER

Sukhbaatar Disfrict, Ulaanbaatar 14200, MONGOLIA
Tel: (976) 70122279, 70132279, Fax: (976) 11-311196
E-mail: contact@energyresources.mn
hitp:/fwww.energyresources.mn

Date: __30 May 2014
Ref: 590

We, at Energy Resources LLC (“Company”), are writing this letter upon reviewing both the inquiries
raised by herders from Javkhlant bagh, Khanbogd sowm in June 2013 and the additional complaint
submitted by the Oyu Tolgoi Watch NGO to the Project Complaint Mechanism (“PCM”) of the European
Bank for Reconstruction and Development (“EBRD™) on 1 April 2014,

Energy Resources LLC has been operating the Ukhaa Khudag (“UHG"™) coking coal mine since April
2009 and is a legitimate holder of mining license 11952A covering 2,962 hectares area. Since its
inception, the Company has worked in strict compliance with all applicable Mongolian legislation
including the Environmental Protection Law, the Law on Environmental Impact Assessment and the
Minerals Law while adhering to the Performance Requirements (“PR”) prescribed by the EBRD. The
Company has always strived to be accountable for the environmental, social and economic impacts of its
activity through a proactive sustainable development strategy within a strong governance framework.

As such, in accordance with the EBRD’s financing requirements and its Environmental and Social policy
2008 the Company has worked in full compliance with the following documents and ensured their
consistent implementation throughout the UHG project development:

= UHG project Phase I - Environmental and Social Impact Assessment (“ESIA™)
= UHG project Phase I - Environmental and Social Action Plan (“ESAP”)

UHG project Phase IT — ESTA

UHG project Phase II — Environmental and Social Management Plan (“ESMP™)
UHG project Phase II — Public Consultation and Disclosure Plan (“PCDP™)
UHG Project Phase IT — Resettlement Action Plan (*“RAP™)

The Company’s Phase I and Phase IT ESIA and respective management plans were developed by
internationally endorsed consulting firms including Sustainability LLC, Environmental Resource
Management LLC and are designed to meet international lenders” requirements. In addition, the project’s
Detailed Environmental Impact Assessment and its follow-up Environmental Management Plans were
updated in accordance with the amended Law on Environmental Impact Assessment and were approved
by the Ministry of Nature and Green Development of Mongolia in June 2013,

The Phase II of the UHG project involved expansion of the open-pit mine and further infrastructure
development around the mine-site and the miners” camp as well as construction and development of the
Coal Handling and Preparation Plant, a power plant, a water supply system, an air strip and coal export
railway to the Chinese border. Within this framework. the ESIA-based ESMPs were implemented against
all applicable criteria and Environmental and Social Performance reports have been submitted to the
EBED on a bi-annual basis every year since 2009.

The Company has worked entirely proactive with regards to the Phase [ and II ESIA implementation
taking consistent measures in preventing, reducing and mitigating potential adverse environmental and
social impacts related to its mine development and coal transportation activities in a region characterized
by limited access to basic infrastructure facilities and extreme climatic conditions. For example, 245
kilometers length industrial purpose paved road from UHG to the Gashuun Sukhait border point was built
and put into operation at the Company s initiative with its own investment. Moreover, in recognizing that
a more permanent and sustainable coal transportation solution would be needed in the future, the
Company has undertaken the feasibility study towards building a rail link.



In order to ensure transparency of its operations and community involvement in carrying out the above
projects, wide-range of community consultations and meetings have been held with various stakeholder
groups including local authorities, civil society, NGOs and herders, in addition to 6 separate community
consultation and disclosure events with a total attendance of 4,000 people since 2008. These events
served as a platform to discuss issues related to the project development and allowed the Company to
receive community feedback and suggestions regarding its business and building a mutually beneficial
relationship.

In September 2010, community consultations with a particular focus on the coal-haul road have been held
with herders residing along the road in Tsogtisetsii, Bayan-Ovoo and Khanbogd soums with a total
attendance of 1,500 locals. In addition to specific meetings held at cach of the affected baghs and sowms,
the affected herder families were visited twice a month by the Company’s community engagement
officers for the entire duration of the road construction to better address herders’ expectations and
concermns.

The ESIA clearly states that coal transportation on dirt road passing through Tsogtsetsii, Bayan-Ovoo and
Khanbogd soums had been taking place since 2005, long before the UHG mine coal transportation began
in April 2009. Regardless, Energy Resources LI.C has taken series of proactive measures in mitigating
the adverse impacis caused by the coal transport operations in the region. These include upgrading of the
coal-haul road surface from dirt to gravel, construction of an industrial purpose paved road and
implementation of a railway project.

We hereby note that since 2011, Energy Resources LLC has been transporting coal on the paved road

only.
Below is our response to major concerns raised and assertions made in the abovementioned complaints.

1. Clarification to some claims made by the OT Watch to PCM in April 2014

Protest and road closure ’

On 24 August 2012, herders from Khanbogd soum, OT Watch and Shuteen Gaviluut NGOs requested all
mining companies engaged in coal transportation activities in the region for a joint consultative meeting
in which only Energy Resources LLC representatives showed up and provided information on its
activities.

To the best of our knowledge, local herders and the two abovementioned NGOs submitted a complaint to
various government authoritics and coal transportation companics operating in the Tavan Tolgoi
formation to seize coal transportation on gravel roads and start using only the paved road built by the
Company. Accordingly, a road blockage was organized seizing all traffic movement on the dirt road on
21-24 August 2012 and the blockage was extended to paved road on 3-4 September 2012. A request was
issued to Energy Resources LLC to let all trucks transporting coal on the gravel road to use the paved
road with reduced or no toll, to assist their effort in stopping coal transportation on the gravel road. (E-
mail feedback dated 7 September 2012 was sent further to an inquiry by Sarah Ruck, Principal Social
Advisor, Environment & Sustainability, EBRD).

The Company’s representatives held a consultative meeting with the protestors involved in road blockage
and explained the terms and conditions for using the paved road by third parties. The Company also
submitted a letter to these groups with details on toll fee that was verified by the Mongolian Ministry of
Road Transport and Construction and Urban Development. In addition, the Company supplied copies of
letters it sent out to other companies (in January 2012) operating in the region, warranting them the use of
paved road. Upon receiving clarification from the Company, the protesters agreed to lift the blockage of
the paved road. The Company resumed its coal haulage operations on the paved road in the morning of
September 5", Thus, we have been keeping our road open for third-party users, and local residents are
entitled to use the road free-of-charge.

' OT Watch complaint document to FCM, page 3 and 14



As part of its UHG project infrastructure development, the Company built and put into operation an
airstrip in August 2009. Since then we have been transporting our employees and mine supplies by air in
which two aviation companies — Eznis LLC and Air Mongolia LLC - have been responsible for our
transportation of personnel and supplies. The routes of Ulaanbaatar - Tsogttsetsii (approximately 660
kilometers) and Tsogttsetsii - Dalanzadgad (approximately 100 kilometers) dirt roads are public road
which are open for use by the public free of charge. Hence, it is our firm belief that the Company should
be under no obligation to take over the government’s role of building and paving public roads especially
when our use of these roads are negligible.

UHG - Tsagaan Khad railroad”

To the best of our knowledge, there is no such rail link planned for construction between UHG mine and
Tsagaan Khad. This route was previously considered in our long term coal transportation plan and is
reflected in our ESIA Phase II, for which the Company has carried out the construction feasibility study.
However in November 2012, the Government of Mongolia has passed a resolution to unify all rail links
under a state owned company to build and manage the Tavan Tolgoi - Gashuun Sukhait and the Tavan
Tolgoi - Sainshand rail links. Both these routes will be utilized by all exporting companies operating in
Mongolia with usage tariff once it is commissioned. Thus. it cannot be argued that the rail project is
production-to-market road for Energy Resources alone, rather the Tavan Tolgoi - Gashuun Sukhait rail
link will serve the transportation needs of all companies including state owned companies operating in the
Tavan Tolgoi coal formation.

245 km of paved road’

It is clearly a misunderstanding by the OT Watch in claiming that the 245 kilometers of paved road to the
Chinese border was built by consortium of mining companies. The Energy Resources LLC built the UHG
- Gashuun Sukhait paved road in 2011 at its own initiative, with 100% its own investment under a “Build-
Operate-Transfer” Agreement with the Mongolian Ministry of Road. Transportation, Construction and
Urban Development. The paved road was then open for use by other companies with road tariff that only
applied to heavy duty vehicles only.

In February 2014, the control of the abovementioned road along with its rights and responsibilities with
regards to operation and maintenance was transferred to the Erdenes MGL LLC, a state-owned company
incorporated in Mongolia assigned by the Government of Mongolia pursuant to Government Resolution
Ne 209. Currently, along with other users, the Company utilizes the paved road for its coal transportation
by paying the road usage tariff in accordance with the relevant legislation.

The new railroad and its feasibility study *

As mentioned before, the responsibility of building a rail link connecting Tavan Tolgoi — Gashuun
Sukhait is no longer under the Company’s control. Hence, it is imprudent to cite references to the rail link
that was previously planned to be constructed by the Company. Instead, the discussion of any issues
related to the newly planned integrated rail link by the Government of Mongolia should be based on
consultation of relevant documents and authoritics for accurate and up-to-date information regarding its
capacity, impact management and plan for maintenance ete.

Nevertheless, it must be emphasized that the railroad planned by the Company was not fenced due to
environmental concerns and it is clearly stated in the ESIA, in the Notes to Reader section in the
beginning of the document.

? OT Watch complaint document pages 3-4
* Ihid., page 4

* Ibid., pages 3 and 13

* Ibid,, pages 4 and &



2. “Multiple branches of roads lead to loss of our pasture land and means of livelihood, posing
threat to our traditional nomadic culture and the way of living”

Coal transportation before 2011

In general, coal transportation activities began in the region in about 20035 on dirt road. Energy Resources
LLC commenced coal mining in 2008 and started its coal transport operations from Tavantolgoi area in
Tsogttsetsii soum. Umnugobi aimag to Gashuun Sukhait border point in September 2009 using the gravel
road via “Tavantolgoi — Chuluun Ovoo — Javkhlant bagh — Gashuun Sukhait route. Prior to starting the
gravel road transportation, the Company, along with 3 other legal entities, formed the Coal Road LLC
joint venture (each buying 25% stake in the new company) set to work in charge of the gravel road
maintenance and upgrading. The Coal Road LLC had worked in charge of maintenance and upgrading of
254 km gravel road prior to the Tavantolgoi - Gashuun Sukhait paved road was constructed and put into
operation. By 2011, Energy Resources LLC had invested a total of approx. MNT 5.8 billion in the gravel
road maintenance through Coal Road LLC. Hence, it cannot be argued by the OT Watch that the
Company has done nothing to consider the impacts of its activity and did not explore possible mitigation
measures®. Not only the Company initiated the Coal Road LLC joint venture to upgrade the dirt road to
gravel road, it explored further possibilities to mitigate the adverse impacts associated with coal
transportation on unpaved road.

Environmental and social benefits of the paved road

Further to the Government of Mongolia Resolution No.83 in 2010 aimed at supporting the country’s coal
exports and protecting the eco-system of the Gobi region, Gobi Road LLC, a wholly-owned subsidiary of
Energy Resources LLC, was granted the permission to construct 245 km heavy-duty paved road from
UHG mine to Gashuun Sukhait border point.

Energy Resources LLC invested approximately MNT 150 billion in the road construction and signed a
concession agreement with the Government under which the road was to be transferred to the
Government in 10 years from commissioning. The paved road was put into operation in October 2011, It
is indisputable that by constructing the road in the first place and enabling its own and others® coal
transportation activity to resume on a paved road, the Company has made a substantial private-sector
investment that had significant contribution towards reducing the negative environmental impacts
associated with unpaved roads including land erosion, dust and degradation of vegetation in the region.

Our rescarch findings reveal that by constructing the paved road, the following environmental and social
benefits were derived:

= Road accidents and damage to property have decreased considerably by approximately 45%:

= Road accidents related to poor visibility due to generation of excessive dust was almost
diminished:

= Substantial decrease in accident and injury to drivers:

= 70% reduction in accidents that involve trucks and haulage trailer falling into road gutter;

= Reduced fatigue in truck drivers (before each driver had to mend 60 kg of 3-4 tires on each trip):

= Dust generation from truck tires has completely disappeared;

= Substantial reduction in land erosion and degradation of vegetation:

= Pastureland along the paved road is no more covered in dust;

=  Fuel consumption was reduced by 20%, thereby reducing financial cost and environmental
footprint.

Mitigation measures

It must be noted here that there are no formally designated or privatized pasture for any herders and
naturally it is impossible to build a road without “fragmenting” pastureland. However, the dirt road
existed before the Company began its transportation activities and would be wrong to assume that Energy
Resources” paved road caused pasture fragmentation any more than the pre-existing state dirt road. Early
in the project cycle, the Company assessed the socio-cconomic baseline in the project impact area, made
projections on likely environmental and social impacts that could occur during and after the road
construction and has taken various measures to address and mitigate the risks that could have adverse

© OT Watch complaint document page 13



impact on herders’ health, safety and means of living. Our measures include but not limited to the
following:

e Determined the road impact area in accordance with the “buffer zone™ and the “area of influence™
formally stated in articles 3.1.6 and 12.2 of the Mongolian Law on Auto Road and identified 34
herder families that had been residing in the area of impact;

e In consultation with the affected herder communities, 25 livestock-crossings and more than 50
traffic signs that give priority for livestock were established to minimize the disturbance to the
pasture land. Since the paved road is not constructed on high level, it is impossible to construct
underpasses designed for animals to cross. However, the Company provided instructions and
guidance for herders residing along the coal haulage road on how to use the road crossing;

¢ The Company has spent more than MNT 200 million to carry out the following activities based
on the UHG project Resettlement Action Plan (“RAP”) that intended to mitigate inconveniences
caused by the construction of the paved road:

= 10 herder families were resettled;

5 deep drill wells and 2 hand operated wells were constructed;

2 wells were refurbished:

1 winter camp was built for a herder family;

1 spring camp was moved and reconstructed:

1 hectare vegetable field was moved and fenced;

2 deep drill wells and a winter camp were arranged for 2 herder families resided in the

road quarry impact area.

The UHG project RAP was reviewed by the EBRD and we adhered to the Bank’s performance
requirements and its Environmental and Social Policy with regards to resettlement and compensation. To
the best of our knowledge, currently there is no water well that belongs to our impact area herders
separated by the paved road.

Livelihood support

Statistics indicate that more than 44% of the affected herders were solely reliant on herding for their
livelihood and some of the herder familics had lost majority of their livestock during extremely harsh
winters of 2009-2010. Taking these into account and within an overall framework of the auto road impact
prevention and mitigation measures, the Company has spent more than MNT 353 million in support of
the affected families” livelihoods. These included settling of Khan bank loan outstanding for 2 herder
families, education tuition for 2 families and livestock support ete.

In addition to the above, to date the Company has provided hay and fodder worth MNT 500 million to the
affected communities since 2009. In 2012 and 2013 alone, over 400 herder families were provided with
15150 packages of hay, 2910 sacks of fodder and 2181 sacks of silage. Energy Resources LL.C has also
started implementing ““Sustainable Livelihood Support Program™ to promote and support the traditional
way of livestock herding and help ensure sustainable income flow of herder families.

On another nofe, in recent years. Umnugobi aimag has consistently been ranked as one of the country’s
Top 5 aimags with the highest livestock population growth rate, thus contradicting the herders’ claims
about the communities completely losing their livestock and nomadic way living. Precisely, as of the 17
half of 2013, livestock population in Umnugobi aimag grew by 444,804 to 1,864,057 while the total
livestock population in Khanbogd soum has grown from 123,281 in the end of 2012 to 142,448 in the 1*
half of 2013". We therefore recommend that the raised issues are based on factual information and
statistical data.

3. “The dust pollution related health issues have been periodically raised by the herder
communities living in the vicinity of the coal-haul road, but the mining companies are not
conducting health impact assessments nor taking corrective measures”

As mentioned above, Energy Resources LLC has been using its own paved road for coal transportation
since October 2011.

" (Source: National Statistical Office report htfp:/we




The Company approached other mining companies operating in the area and sent them each an official
letter to use the paved road alongside with a copy of the road use agreement and terms and conditions. So
far. only state-owned company Erdenes Tavantolgoi has accepted the offer. signed a road use agreement
with the Company and has been using the road for its coal transportation since May 2012,

Dust

As mentioned before, the commissioning of the paved road had brought about significant improvement in
reducing dust generated by coal haul trucks. Additionally, the Company took appropriate measures to
reduce the amount of dust generated in the vicinity of the mine site and the coal haul road in accordance
with the Dust Management Plan of its project ESMP. These measures include the following:

- Construction of a 18 meter high fencing at our Tsagaan Khad coal stockpile;

- Watering of the coal haul road inside the mine pit with treated waste water;

- Improving our operational efficiency and, as a result, minimizing our coal stockpile:

- Continuous experimenting with treating the mine pit road with binding chemicals and agents to
suppress dust generated by coal haul trucks;

- Installment of dust suction equipment at the Coal Handling and Processing Plant (CHPP);

- A working group has been established to conduct assessment of dust generation at different
workplaces of the Company and to offer tailored solutions to reduce dust;

- In order to reduce the coal dust in the air, an integrated ash bunker has been put into operation;

- The Company is working to further reduce coal dust by producing a thick mixture from ash by
adding water;

- Monitoring and measurement of dust is conducted at 4 specific points on the coal haul road at
every S0km.

In addition, our Dust monitoring report is delivered to the local administration on a monthly basis and is
also published on the UHG monthly bulletin for public information.

Community health

A joint team consisting of the Company’s health, safety, environment and community relations units
regularly organized trainings on road safety, environmental protection, waste management and health
related topics for the affected community groups.

As part of its health support program and in order to help strengthen the local capacity to deliver quality
health services, support community health and promote healthy way of living among the host
communities, the Company has organized Community health screening and In-service physician training
program for three consecutive years between 2010 and 2012. As part of this initiative, a team of highly-
skilled physicians and nurses carried out health check-ups among the community members including the
Company employees resettled in Umnugobi, their family members, herders from 8 soums of Umnugobi
aimag and local people who required urgent medical assistance. A total of over 3,000 community
members benefited from pediatrics, cardiovascular, oncology, gynecology and ultra-sound examinations
and received necessary treatments and medicines free-of-charge.

The Company’s health program and initiatives go beyond legislative or other requirements and have
reached broad base communities. For instance, to support fight the national level outbreak of Hepatitis A,
the Company has financed and organized a community-based vaccination outreach program through
which vulnerable local population including more than 500 children from local communities have
received vaceine shots.

For three consecutive years from 2010 to 2012, the Company organized its annual community health
awareness building training and campaign - “Healthy Citizen - Future of the Region”. The goal of this
program was to build the capacities of local health professionals to deliver quality service to the public
and to enable community members to protect their own health by increasing their knowledge and
awareness of maintaining a healthy lifestyle. Moreover, it aligns with the Company’s commitment to
invest in the health of the community as reflected in its management plans to mitigate any adverse impact
associated with the UHG project activities. Within the framework of the program. trainings and
campaigns focusing on various topics including reproductive health, smoking, alcohol consumption,
spread of HIV/STD, diet & exercise, houschold accident and injury, environmental disaster were
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organized among youth, health professionals, truck drivers. herders and soum center community
members.

Since August 2010, Energy Resources has been partnering with the Mongolian Employers’ Federation to
implement on a pilot basis ADB financed HIV prevention program to develop a model intervention
package for the infrastructure sector, including mining. The HIV prevention program targets the
Company’s workers, local community and vulnerable groups (individuals who run small business along
the coal road, entertainment service workers, and sex workers ete.) in the impact area. Various activitics
have been implemented for target groups, such as trainings for workers and community, distribution of
information materials. leaflets and brochures, and free distribution of condoms. By implementing this
program the Company intends to improve workers” health education, raise awareness among staff about
potential risks of HIV/AIDS and STI transmission, and more importantly, to institute a sustainable
mechanism that will prevent from the spread of HIV among the Company workers and local community
as well.

Overall, the Company has been actively implementing a wide range of health support activities in
addition to following the commitments set out in its ESMP-based Community health and safety
management plan.

4. “Livestock health is deteriorating due to dust; cattle entrails, originally traditional food of
Mongolia, became unfit for consumption”

In April 2012 we have received a complaint requesting the Company to carry out a livestock health
inspection. Upon consultation with the complained herder (N.Nyamjav), we agreed to resettle their family
to new pasture and established water well. We would like to emphasize here again that since 2011, the
Company has been transporting coal to the Gashuun Sukhait border point via paved road only and dust
generation from coal transportation on the paved road is meager compared to before. As such, we cannot
be held responsible for any dirt road related complaints beyond this time. Nevertheless, the Company has
proactively engaged with herders residing along the coal haul road and sent our representatives to any
community summoned meetings among mining companies operating in the region. Energy Resources
LLC has in place an active Grievance handling mechanism and we strive to address community
complaints in a timely manner.

Grievance handling

In 2011, the local authorities together with the herder community members approached all mining
companies in the region and called for collaborative efforts against dust pollution caused by coal
transportation on dirt road and requested the companies to cover the costs required for resettlement
(winter/ summer camps, water well ete) of affected herder groups. Although the Company had been using
its own paved road for the coal transportation, we have arranged resettlement of 3 herder families who
had resided along the dirt road and covered the costs required for constructing deep drill wells and
moving their winter camps.

In preventing and mitigating adverse impacts during and after the auto road construction. we have
actively communicated and cooperated with community council members from the affected areas in
Tsogtstsetsii, Bayan-Ovoo and Khanbogd soums as well as direct representatives from the affected herder
groups and have worked proactively and effectively in handling their requests and complaints. Moreover,
the Company contracted 15 herders in 2010, 235 herders in 2011, 31 herders in 2012 and 28 herders in
2013 respectively in order to ensure their involvement in monitoring the potential impact mitigation
during the road construction and road utilization stages. Our Community relations team has maintained
frequent dialogue with these herders and held informative and/or consultative meetings with them twice
every month for the duration of the auto road construction.

For instance. 7 of the herders who submitted the petition to PCM (namely. Ts.Jargalsaikhan, D.Borkhuu,
A Majigsuren, Kh.Surenkhuu, D.Adiya, Ch.Enkhzul, L.Nerzul) reside and herd their livestock within 1
km distance from our UHG-Gashuun Sukhait auto road route. These herders are contract-based. road
monitoring workers of the Company and perform their contract duties by informing the other herders
about the road safety and animal crossings, preventing livestock from getting injured by the road
operations or informing the Company officials about breaches of the road traffic rules ete.



The OT Watch NGO (OT Watch and Shutcen Daviluut NGOs mentioned in the unofficial English
translation of the petition though not mentioned in the original letter), however, sent a formal inquiry
(N0.039/ 12. attached to this letter: Atiachment A) to a number of ministries and companies operating in
the region including Energy Resources LLC, on 6 August 2012 to which the Company issued a written
response (No.1051, atlached herewith; Original letter in Mongolian — Arachment 51, Unofficial English
translation - Attachment B2} on 30 August 2012. Our response letter provided answers and clear
explanations on the preventive and mitigation measures we have been carrving out with regard to the auto
road social impact assessment as well as resettlement issues.

We think it is also worthwhile to mention that on 24 August 2012, herders from Khanbogd soum and OT
Watch and Shuteen Gaviluut NGOs asked all mining companies engaged in coal transportation activities
in the region for a joint consultative meeting in which only Energy Resources 11.C representatives were
present and provided information on its activities

Compensations for complained herders

It must be noted here that the petitioners” list shows that many of them are couples or related (1.
AMajigsuren and Kh.Surenkhuu: 2. D.Adiva and Ch.Enkhzul: 3. Norovbanzad and B.Odkhuu: 4.
B.Odkhuu and B.Odgarig are brothers; 5. Odshig is A. Majigsuren’s mother; 6. Ts.Altangerel is A.
Majigsuren’s  son-in-law). The Company constructed a hand operated well to the family of
Ts.Jargalzaikhan in 2010 and covered tuition fee for the family’s student son while D.Adiva’s family was
provided with a new winter camp and a deep drill well. In addition to the above, Ts.Jargalsaikhan had
approached the company in 2012 with a request to have his winter camp reconstructed. Upon review., we
initially declined the request as the family winter camp was deteriorated due fo the coal operations on dirt
roads and had little or no disturbance from our paved road operations. However, by the time the Company
started to implement the railway project. the associated studies found the family winter camp within the
railway impact area and facilitated the cost required for the winter camp reconstruction through the
railway resettlement plan and budget. The rest of the petitioners, except mentioned 7, are not from the
Company impact area.

5. Conclusion

Summing up the above, we, at Energy Resources LLC, have been operating in the region fully within our
commitment to respect the rights of the host communities and worked in compliance with the lenders’
performance requirements. We will continue to work towards addressing and mitigating risks derived
from our operations that may violate the rights of the community members and have impact on herders
from our project impact area.

The aforementioned complaint issued by herders from Khanbogd soum, Umnugobi aimag
{geographically located alongside the Chinese border), is broad in scope and is rooted in cumulative
regional impacts caused by vears of coal transportation on branches of dirt road to the Chinese border
and/or mining activities by numerous companies rather than addressing a complaint to a particular
company and/or its activitics.

Above information is also included in our auto road RAP as well as annual and semi-annual
Environmental and social performance reports submitted to EBRD accordingly.

Sincerely,
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Map of Complainants’ winter camps in relation to OT and ER roads and infrastructure.
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