
ANNEXES 
 
 
a. Complaint 
 
 

i. 1 July 2013 Complaint submitted by nomadic herders of Javhlant bagh in 
Khanbogd soum, Mongolia, and 2 Mongolian NGOs (OT Watch and Shuteen 
Gaviluut) to the Project Complaint Mechanism on 2 July 2013; 

ii. 5 August 2013 Complaint, submitted by nomadic herders of Jargalant, Uekhii bagh 
in Manlai soum, Mongolia, submitted electronically on 6 September 2013; 

iii. Individual Complaints from herders, 3 of which are dated 28 July 2013 and one of 
which is dated 9 August 2013, submitted electronically on 6 September 2013; 

iv. Supplemental Complaint letter from OT Watch prepared with support from 
Accountability Counsel, dated 1 April 2014; 

v. Response by Complainants to questions from the EBRD PCM regarding Oyu 
Tolgoi-related roads, submitted by electronic mail on 6 September 2013 by OT 
Watch to the PCM Officer; 

vi. Document titled “5 August 2013 Photos From Manlai to Oyu Tolgoi Road” 
submitted by electronic mail on 6 September 2013 by OT Watch to the PCM 
Officer. 

 
 
b. Management’s Response 
 
 

i. Energy Resources and Oyu Tolgoi Management Responses submitted 23 October 
2013 – “Excom No Objection: Mongolia Mining Corporation 39829 and Energy 
Resources 39957; Excom No Objection: Oyu Tolgoi Project (41158)”; 

ii. Revised Management response received by PCM expert on 10 June 2014 – 
“Management Response to PCM Complaint on Oyu Tolgoi Project (41158) & 
Energy Resources (39957)”. 
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a(i.) Complaint 2 July 2013. 
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a(ii.) Complaint dated 5 August 2013 submitted by nomadic herders of Jargalant, 
Uekhii bagh in Manlai soum. 
 
 
 
 
August 05, 2013    SOUTH GOBI AIMAG, MANLAI SOUM 
 
We, the herders of Jargalant, Uekhii bagh, are approaching you regarding the many 
negative impacts imparted upon us by the EBRD financed Rio Tinto’s Oyu Tolgoi gold-
copper mine.  
We live in Altagan Khuh Ovoo, Baishingiin Shand, Hadana Khand, berkh winter camps 
of Uekhnii bagh and Guchingin Ulaan Teeg, Guchin Us, Ulaan Tjtu, Budrhendii Us, Shine 
Har tsav, Hanan  Buus, Ulaan Baagaraas winter camps and breed livestock on pastures 
along the Oyu Tolgoi road.  
We define the negative impacts and damages as follows:  
!. Health impacts from dust. We have approached the company repeatedly about the 
road and construction materials mining dust affecting health of those live along the 
road and degrading our pastures. No assessment of impact on health was done and no 
health protection is provided.  
2. Animal health is affected by dust. Internal organs, lungs are in very poor condition 
and are no longer safe for human consumption. We thus are losing a part of our 
traditional diet.  
3. Loss of pastures. Herders’s pastures are fractured by many roads.  
In order to resolve our complaint, we request that the economic and social impacts 
that are violating our social and economic conditions be assessed and appropriate 
compensation provided to remedy the situation.  
Complainants:  
B. Tsetsegchuluun 
S. Bayarsaikhan 
B. Lhasuren 
R. Bazar 
H. Oyungerel   
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a(iii.) Individual Complaints from herders sent electronically on 6 September 2013 
 
 
TO:  OT WATCH  
 
DATE:  AUGUST 09, 2013 
 
I, resident of Khanbogd soum Bud BATBAATAR and my family have suffered irreparable 
losses since the OT project started its operations. In May 2012, my father D. 
Chuluunbat lost his life in a road accident due to low visibility caused by dust raised by 
traffic driving on this dirt road from Oyu Tolgoi to Khanbogd.  
I also lost my brother Bud Batbold in an accident when his Landcruser crushed into a 
road construction truck on the road from Oyu Tolgoi to Gashuun Sukhait due to low 
visibility caused by dust. I am therefore filing this complaint.  
 
TO: Petition to the Gobi Soil and Elected Herders’ Team for the complaint negotiation 
I, D. Boldbayar, am resident of the Javhlant bagh  Instead of promised transportation of 
the copper concentrate on blacktop road it  is being transport of dirt road raising a lot 
of dust.  This is having negative impact on our health. Therefore we request that the 
concentrate be transported only on blacktop road.  
 Petition signed: 
 July 28, 2013.   
 
TO: Petition to the Gobi Soil and Elected Herders’ Team for the complaint negotiation 
I, Otgoduu, am a resident of Javhlant bagh.  OT company has a contract to transport its 
concentrate on a hardtop road. It is however transporting it on a dirt road causing 
damages to us herders. This is in violation with provision 5.4 of the contract signed with 
the OT company. Therefore please discuss this complaint.  
 Petitioner                                Kh. Otgonduu 
 July 28, 2013                   
 
TO: Petition to the Gobi Soil and Elected Herders’ Team for the complaint negotiation 
I, Bat Badamsambuu, am a herders of Javhlant bagh. We spend winter in Shavag Sair 
and Khatsavch areas.  They have informed us that the concentrate will be transported 
on a hardtop road but it is now being transported on gravel road. This is causing 
negative impact not only on us but also animals. TO: Petition to the Gobi Soil and 
Elected Herders’ Team for the complaint negotiation 
The vegetation is contaminated with dust. It is necessary to reassess the negative 
impact with the participation of herders.  
 Petitioner  B. Badamsambuu 
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a(iv.) Supplemental Complaint from OT Watch dated 1 April 2014 
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a(v.) Response by Complainants to questions from the PCM submitted on 6 
September 2013 by OT Watch  
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a(vi.) Document titled “5 August 2013 Photos From Manlai to OT Road” 

 
AUGUST 5, 2013 PHOTOS FROM MANLAI TO YOU TOLGOI ROAD 
 
As stated by complainants there are several nomadic families whose well and pasture 
have been separated by OT road cutting through their land. While Oyu Tolgoi officials 
may claim that this section or other sections of the road are the responsibility of local 
government, herders will claim that there was no road here before. The road came 
with OT project and all its supplies were and are transported on this road.  

 
This well across the road belongs to the nomadic family which lives below this Ovoo.  
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This household’s winter camp where they live over 6 months of the year is located too 
close to the road.  But there is an added significant inconvenience of animals having to 
cross the busy road to get to their water well. Normally all companies try to ensure that 
the wells and main pastures are on one side of the road. But not OT and not here.  The 
herder approached the company numerous times without any change in the situation.  
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This herder’s camp and well are too close to the road to be safe and have healthy 
environment both for the family and their animals. Families like this one compliant 
about dust, noise and safety as primary problem for them.  This winter camp in 18 km 
from Manlai looks abandoned.  
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Large truck raise huge amount of dust that contaminates the pastures.  But they also 
leave their trash behind. Plastic bags, rubber tire material, fuel and lubricant stains all 
cause health and safety hazards for the herds.  
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This is a recent stand placed by Oyu Tolgoi project along its roads to remind to not to 
trash.  
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This huge quarry right to next road was finally reclaimed. Regardless of the size and 
depth of quarries, they were not fenced in and no safety warning signage was put up to 
protect the local communities.   
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No flood culprits to allow free flow of waters of local streams and rivers.  
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Road cut through camel pasture. There is no herder family that has not lost a camel to 
traffic accidents.  Loud honking that truck drivers use to scare off animals from the road 
is another complaint every herder will mention.  They will also claim that animals 
whose pasture is fractured by roads, contaminated by dust and emotional stress put on 
animals result in poor weight gain. Poor weight and fat gain means less likelihood of 
surviving the winter.  
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Lack of adequate and timely road maintenance leads to serious damage of the road 
surface and sprawling of the road. Heavy trucks choose to drive off road as a safety and 
convenience measure. In most cases they create new tracks along the main road. 
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b(i.) Management’s Response dated 23 October 2013. 

 

Excom No Objection: Mongolia Mining Corporation 39829 and 

Energy Resources 39957 

Summary 
 
The Bank has received and reviewed the complaint received in relation to this project.  
The details of the Bank’s response at this time are presented below.  This section has 
been prepared to provide a summary of the Bank’s response to this complaint. 
 
First and foremost the Bank suggests that the complaint lacks detail.  Whilst the official 
filing of the complaint clearly indicates that they are requesting a problem solving 
initiative, it seem that somehow the complaint has evolved (without clear documentation 
provided by the complainant(s)) to include a compliance review.  There is no detail 
about which Bank Policy or specific sections thereof should be reviewed for 
compliance, nor are there any details about specific areas of non-compliance.  Without 
such detail, the Bank is unable to provide specific responses or comments, and therefore 
the Bank would like to reserve the opportunity to provide such comments in the event 
that specific details about compliance are made available or presented by the 
complainant(s). 
 
Nonetheless, two main issues are presented in the complaint: 1) construction of the roads 
has fragmented pastures; and 2) dust generated from use of roads caused health 
problems. 
 
In terms of fragmenting pastures, two main items should be considered.  Firstly, while 
there are no formally designated pasture areas (use of pasture land is informal and 
changes from year to year) the entire area along the export road used by Energy 
Resources Ltd (‘ER’ or the ‘Company’) in Khanbogd Soum and the Chinese border 
(excluding the specially protected area) can and has been used for grazing.  Therefore, it 
would be impossible to build any road (or other linear feature) without fragmenting 
pastureland.  Secondly, it should be noted that the ER project did not develop any new 
road and therefore did not cause any additional fragmentation of pastureland beyond that 
caused by the pre-existing state dirt road.  This road existed before the mine and was 
adequate for early site operations.  It was always known that export volumes from the 
entire area would increase and that in the future other options would be required.  In this 
regard the Company planned to build a rail link for export.  Due to subsequent political 
events beyond the control of the Company, they could not pursue this option, so they 
decided to upgrade the dirt road to a paved road, which was completed in 2011.  
Therefore, the Company did nothing to further fragment any pastures; instead, they did 
pave the road thereby eliminating dust generation from their traffic.  None of the coal 



 

39 

export trucks that use the dirt road are ER trucks.  All ER coal is currently (and has 
been for two years) exported in trucks on the paved road. 
 
The Bank has actively reviewed all project documents, and has been to the site 
numerous times to monitor Company performance for five years.  Results of these visits 
indicate that site operations are well managed, and that they have a robust system for 
ongoing communication and dialogue with the local herders and the population of 
Khanbogd Soum.  Further, the Bank has routinely monitored their grievance procedures 
and tracking system, and is satisfied that this system has been designed and implemented 
to be compliant with the Bank’s policies and is fit for purpose. 
 
Background 
 
Owned by Mongolian Mining Corporation which is a listed entity in Hong Kong stock 
exchange, Energy Resources is the largest private high-quality coking coal producer and 
exporter in Mongolia.  The Company owns and operates two open-pit mines - Ukhaa 
Khudag and Baruun Naran, both located in Southern Gobi province of Mongolia.  
ER is engaged in open-pit coking coal mining operations at the Ukhaa Khudag (UHG) 
deposit located within the Tavan Tolgoi formation in Southern Gobi of Mongolia, 
covering a licensed area of 2962 hectares in size.  The necessary utility infrastructure 
facilities, including a small power plant and a water supply system, are available at the 
UHG site which serves as an operational hub for processing Run-of-Mine coking coal 
from both UHG and BN mines.  
Mongolia’s mineral deposits and growth in mining sector activities are vital to the 
economy, and such activities are transforming the country’s economic profile which was 
traditionally dependent on herding and agriculture.   Mongolia’s rich copper, gold, coal 
deposits, among others, are attracting foreign direct investors which are expected to 
stimulate the development of the other economic activities within the country.  EBRD 
has been involved in the financing of various mine development projects in Mongolia 
since 2007, alsothe Bank played a lead role in implementing internationally acceptable 
environmental standards to the projects.  
 
The Project 
 
The UHG mine commenced production in April 2009.  In May 2010, EBRD signed the 
financing of Phase II of the UHG project which 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 ER’s coking coal handling and preparation 
plant, a small power plant, a water supply system, and an air strip.    
Energy Resources has taken various measures to mitigate the adverse impacts caused by 
the transport operations in the region including upgrading of the road surface from dirt 
to gravel, construction of an industrial purpose paved road, and initial studies for the 
implementation of a rail link project. 

The aforementioned complaint issued by herders from Khanbogd Soum, Umnugobi 
Aimag which is geographically located alongside the Chinese border, is broad in scope 
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and is mainly rooted in cumulative regional impacts caused by years of mineral products 
transportation on branches of dirt road to the Chinese border and mining activities by 
various companies rather than addressing a compliant to a particular company and its 
operations.   The paving of the existing regional road was done by ER with commercial 
banks financing, and has been operational since 2011.  

The Bank has reviewed the complaint submissions and the supplementary and 
supporting information supplied by the complainant prior to compiling this response.  
Upon reviewing the complaint, the Bank is unclear of the basis for the compliance 
section of the complaint; however, the documentation supplied does focus on the 
following two issues: 
 

• Construction of roads has fragmented pastures; and 
• Use of roads results in dust which has health impacts to animals and herders. 

The Bank would like to state that in terms of a compliance review, there are no 
references in the complaint to any specific aspects of policy or requirements thereof, and 
therefore the Bank is not able to comment on the application of any specific policy 
requirement in detail.  While the Bank is confident that the appraisals of this project 
were completed in accordance with the Environmental and Social Policies (2003 and 
2008) and disclosure was completed in accordance with pertinent sections of the Public 
Information Policy (2008), without specific references to compliance issues the Bank is 
not able to provide further comment. 
The Bank presents here its understanding and interpretation of the background to issues 
around the development of local transport infrastructure and a response to the issues 
which the Bank interprets as being raised in the complaint. 
 
Background on Local Infrastructure 
 
With regard to the Energy Resources Project, the main road involved in the export of 
high quality coking coal to China is a 245 km route from the Ukhaa Khudag mine to the 
border crossing at Gashuun Sukhait.  The Bank’s involvement with Energy Resources 
has included two phases of investment which has involved utilisation of this export 
route, Phase I (2008) which encompassed the initial development of the mine to a 
production rate of 0.6 Million Tonnes per Annum (Mtpa), rising to 1.75 Mtpa; and 
Phase II (five year programme commencing in 2010) bringing production up to a 
theoretical maximum of 15 Mtpa. 
It is important to note that at the time that both Energy Resources projects were 
reviewed and approved by the Bank, the export road mentioned above, at the time a 
state-owned route, was already present and satisfied the transportation needs of the 
project (and other local projects such as the ‘Little TT’ majority publicly-owned coking 
coal mine) at that time and for the immediate future. 
The Bank’s Phase II project included funding for feasibility studies by the Company for 
the construction of a rail link to and from the mine to the border, under licence from the 
Government of Mongolia.   However, due to political developments, all new rail 
construction in Mongolia was subsequently centralised under a newly-created state 
owned company (including the rail link of the Company).    As a result of political 
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uncertainty, in the meantime the Company upgraded the existing dirt road by designing 
and installing a paved surface, after raising required funding from loans by commercial 
banks.  In doing this, the Company was constrained to the existing alignment of the dirt 
road.  Whilst the original agreement was to allow Energy Resources a five year 
concession on this road, recently the government has decided to take ownership of the 
road, and the Bank understands that the Government is in the process of taking 
ownership of the road.  
The two main issues raised in the complaint are discussed below. 
 
Construction of roads has fragmented pastures 
 
The Complaint states that construction of the road used by Energy Resources has 
fragmented pastures in the Khanbog Soum.   Indeed the road crosses some pastures used 
by herders, as the entire local area is used for grazing and every herder requires large 
land areas for their herds, therefore construction any linear infrastructure will result in 
the route crossing land used for pasture.  It is important to note that this export route was 
a pre-existing national highway which at the time of the Project’s initial development 
was an unpaved track utilised by the local population and for the export of coking coal 
and other mineral products by other mine operations in the South Gobi region, such as 
the majority publicly-owned ‘Little TT’ mine.  Energy Resources did not develop the 
road in the first instance, nor were they operating when the road was first developed.  
This road is a state asset available for use by anyone.  Energy Resources is only one of 
many projects in the area shipping coal through the Khanbogd Soum to the Chinese 
border. The Energy Resources Project has therefore not resulted in the construction of 
additional routes to the border or to the further fragmentation of pasture land.  Energy 
Resources, at their own expense, paved the road in order to prevent dust generation 
during transportation, and since commissioning of the paved road in 2011 all coal 
shipped from Energy Resources has used this road.  While this road is open to anyone 
for a nominal fee, many truck shipping coal from other mines do not use this road, and 
they continue to use and to develop new dirt tracks. 
The Project is aware of the issue of pasture fragmentation and has taken measures to 
mitigate such impacts and those associated with the practice of maintaining livestock in 
the vicinity of road export routes.  These mitigation measures; such as the construction 
of crossing points on the paved road, the supply of water wells, especially in the instance 
if a water well is located on the other side of the road to a shelter; the provision of 
fodder ; the construction of alternative livestock shelters etc. were designed and 
implemented via consultation with the local population.  The Company has an active on-
going program for consultation and interaction with the local herders and also continues 
to provide various amenities to the herders. 
As pointed out above, during the Phase II development, the Company identified that the 
export of the planned increase in production could not sustainably use the gravel track 
and that the export route required paving to cope with the increased traffic flow.  A 
wholly-owned subsidiary of Energy Resources was formed to carry out the construction 
works on the route construction and paving and the works were carried out during 2011.  
The road is currently operational and all Energy Resources traffic utilises this route. 
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Use of roads results in dust which has health impacts to animals and herders 
 
The potential for dust generation from utilisation of a gravel track was identified during 
the Environmental and Social Impact Assessment works carried out as part of the 
Project planning for Phases I and II and the publically available documentation for both 
ESIAs provides clear descriptions of the impact assessment works carried out in this 
regard.  As part of the Phase I works, mitigation measures including the regular 
compaction of the gravel track, watering and the use of binders were introduced to 
reduce the potential for dust generation. 
Phase II as indicated previously, required the paving of the export route which 
substantially reduces (if not eliminates) the potential for dust generation from traffic 
movements which utilise this route. All traffic from Energy Resources through 
Khanbogd Soum uses this paved road. The Bank is aware however that there are 
numerous trucks owned and operated by other mines in the region which do not all 
utilise the paved route and still drive along gravel/dirt tracks which results in the 
generation of significant volumes of dust.  This is clearly visible to anyone who visits 
the area. 
Potential health impacts from dust generation is again an issue that was reviewed during 
the ESIA processes described above.  The Energy Resources project provides support to 
the health-related infrastructure in the region.  The Company provides for health 
screening of the workforce and local population and has supported the on-going training 
of local health professionals who serve the region. 
In relation to impacts to the quality of meat produced by local livestock, and general 
livestock health, the Bank is not in possession of details of this issue, nor has the Bank 
received any communications on this issue previously.  It is however worthwhile to 
point out the significant rise in the number of livestock in the region since the start of 
2012.   
Another issue to raise is that whilst the use of the dirt roads can generate significant 
volumes of air-borne dust, the concentrations of such dust (while controlled by many 
variables) generally diminishes exponentially with distance from the road, and certainly 
while the dust can be a nuisance, it is clear that any other possible impacts would be 
limited to those areas immediately in the vicinity of the road itself.  There are very few, 
if any, herders’ shelters within 500 m of the export road. 
Detailed ESIA documentation was prepared by International teams of environmental and 
social consultants for both phases of this project, including the impact assessments 
themselves as well as a Non-Technical Summary, Resettlement Action Plan, Public 
Consultation and Disclosure Plan (PCDP), Environmental and Social Action Plan 
(ESAP) and the various Environmental and Social Management Plans.  All of these 
documents were disclosed at numerous locations throughout Mongolia as set forth in the 
PCDP.  Further, documentation in relation to the Phase I ESIA is available on the 
Bank’s web-site http://www.ebrd.com/english/pages/project/eia/39820.shtml, and all the 
Phase II documents are still available on the Company’s Web 
site http://www.energyresources.mn/sustainable?search_value=esia.   
Both ESIAs were completed to international standards, and were reviewed by the Bank 
prior to public disclosure and consultation.  As part of the consultation process 
numerous meetings were held with potentially affected people (PAP) near the site and 

http://www.ebrd.com/english/pages/project/eia/39820.shtml
http://www.energyresources.mn/sustainable?search_value=esia
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along the transportation corridor (which includes the existing road and the possible rail 
link).   
In particular in relation to the Phase II works, there were a series of “Open Ger” events 
where the Company presented details of the project and allowed PAPs to make 
comments.  This consultation included a series of four meetings which attracted over 
1,000 participants.  The local meeting in Khanbogd Soum attracted over 300 people.  
The comments received during these meetings are listed below in order of frequency 
raised, from most frequent to least frequent: 
 
1. Training of local people and employment. 
2. Investment in Soum and Bagh health, education and social sectors such as repair of 
cultural centre, kindergarten and co-operation with local NGOs. 
3. Procurement of meat, especially goat meat, from local herders. 
4. Rehabilitation of quarries and borrow-pits. 
5. Sufficient over and under passes along the rail link for herders and livestock to pass, 
including a request that herders should be consulted about where the crossings should be 
located. 
6. Resettlement policy questions and information. 
7. Improvement of the current coal road, and concerns regarding truck driver behaviour. 
8. Support to herders for the winter such as supplying hay during extreme winter 
conditions. 
9. Expressions of support for the rail link project. 
10. Dust management concerns. 
 
These issues were considered during the finalisation of the Phase II ESIA.  The 
consultation process did not end at this point, and in fact Energy Resources has an active 
program of interaction with herders in and around the mine site as well as along the 
transportation corridor.  This active program includes periodic community meetings as 
well as individual visits by the community liaison officer (CLO).  The herders along the 
entire length of the transportation corridor know the CLO and know how to use the 
Company grievance procedure, and several of the herders included in the complaint have 
done so over the past few years.  ESD has reviewed the procedures used by Energy 
Resources for tracking and addressing grievances and the Bank believes this system is 
compliant with the Bank’s requirements and is adequate for the project. 
As part of the ESIA, Energy Resources established the guidelines for compensation of 
the project, and identified herders who would be eligible for such.  This procedure was 
completed in accordance with EBRD requirements and the Bank believes this was a fair 
and transparent process.  The Bank acknowledges that dust generated from a dirt road 
could be considered a nuisance and that there may be some instances where a herder’s 
pastures are fragmented by the road; however, the Bank also acknowledges that the road 
is a state road and it was developed before the Bank’s involvement on the project.  
Recognising the issues related to dust and transportation, the Company’s original long-
term development plans also included the use of a rail link for export, and as such Phase 
2 funded the completion of a feasibility study for such rail link.  However, as a result of 
political development, all Mongolian rail links and new rail developments were 
centralised under a newly-created state owned company (including the rail link of the 
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Company). At this point the Company went to great expense to pave the state road, and 
the government allowed the Company to operate a toll system to recover some of the 
investment costs.  The road is also now in the process of reverting to state ownership.  
Regarding the dust, while this certainly is an issue, Energy Resources does not use any 
dirt roads for the export of coal.  Whilst this is still a common practice among other 
producers in the area, the trucks that utilise other dirt roads in the area are not owned or 
operated by Energy Resources, nor are any of the trucks using dirt roads shipping coal 
from Energy Resources.    
The Bank’s five year involvement with Energy Resources (from original due diligence 
to the Bank’s on-going monitoring) suggests that they have an adequate grievance 
mechanism.  The Bank knows that some of the herders involved in the Complaint have 
used the Company’s grievance mechanism, which supports the position that the herders 
are aware of the mechanism.  The Bank also knows that the Company follows any 
logged grievance until they consider that the issue is resolved.  In addition to the 
grievance mechanism and the compensation provided for the Phase II project, it should 
be recognised that Energy Resources works with the herders to provide on-going support 
for their traditional livelihood, through provision of hay and fodder to help herders 
through the Mongolian winter, and practical support to maintain water supply 
throughout the year.
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b(i.) Management’s Response dated 23 October 2013. 
 

Excom No Objection: Oyu Tolgoi Project (41158) 
 

Summary 
 
The Bank has received and reviewed the complaint received in relation to this project.  
The details of our response at this time are presented below.  This section has been 
prepared to provide a summary of our response to this complaint. 
 
First and foremost the team suggests that the complaint lacks detail.  While the official 
filing of the complaints clearly indicates that they are requesting a problem solving 
initiative, it seem that somehow the complaint has evolved (without clear documentation 
provided by the complainant(s)) to include a compliance review.  There is no detail 
about which Bank Policy or specific sections thereof should be reviewed for 
compliance, nor are there any details about specific areas of non-compliance.  Without 
such detail, the team is unable to provide specific responses or comments. 
Nonetheless, two main issues are presented in the complaints: 1) construction of the 
roads has fragmented pastures; and 2) dust generated from use of roads causes health 
problems. 
 
In terms of fragmenting pastures, two main items should be considered.  Firstly, while 
there are no formally designated pasture areas (use of pasture land is informal and 
changes from year to year) the entire area between the OT site and the Chinese border 
(excluding the special protected area) can and has been used for grazing.  Therefore, it 
would be impossible to build any road (or other linear feature) without fragmenting 
pastureland.  Secondly, it should be noted that the OT project did not develop any new 
road and therefore did not cause any additional fragmentation of pastureland beyond that 
caused by the pre-existing state dirt road.  Upon a detailed review of options for export 
(applying the mitigation hierarchy as required by EBRD Environmental and Social 
Policy) it was decided to use an existing road, and to upgrade this road to an engineered 
paved road.  This approach was also agreed with the government of Mongolia and 
actually a memorandum of understanding was signed with the government for this in 
2007.  This export route has been designed in consultation with the herders, and in fact 
21 animal crossing points have been installed based on the input from local herders, to 
be conveniently located and to be designed to allow use by locals.  Therefore, it is clear 
that OT took all reasonable steps to avoid any further fragmentation of pastures, and in 
cases where issues remained (such as a well located across the road)  a series of 
mitigation measures have been implemented, such as provision of a new well or 
assistance rebuilding a winter shelter. 
 
In terms of impacts caused by dust, it should first be noted that the company in 
consultation with the herders adopted a set back of 500m for any shelter or community 
facility from the road.  This distance was agreed by the Compensation Working Group 
based on the information published by the US EPA indicating that 98% of dust 
generated will be avoided at a distance of 250m away from the source.  Lastly, it should 
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be noted that OT is paving the main export road and this work is approximately 80% 
completed. 
 
The team has actively reviewed all project documents, and has been to the site numerous 
(more than 15 times) to monitor company performance.  Results of these visits indicate 
that site operations are well managed, and that they have a robust system for ongoing 
communication and dialogue with the local herders and the population of Khanbogd 
Soum.  Further, we have routinely monitored their grievance procedures and tracking 
system, and we are satisfied that this system has been designed and implemented to be 
compliant with our policy and is fit for purpose. 
 
Background 
 
On 26 February 2013, the EBRD Board approved an up to US$ 400 mln A loan and up 
to US$ 1bln B loan to finance the development of the Oyu Tolgoi copper and gold mine. 
This is part of a US$ 4bln+ project financing including IFC, the ECAs of Canada, USA 
and Australia and commercial banks, including a MIGA covered portion of the 
commercial banks’ tranche. Closing of the transaction has not yet occurred and is 
conditional on OT board approval.  
 
The Project 
 
OT is among the world’s largest undeveloped copper and gold deposit, located 
approximately 550km south of Ulaanbaatar and 80km north of the Mongolia-China 
border. The project consists of an open pit mine, concentrator and associated processing 
facilities, and an underground mine. Production of concentrate from ore mined from the 
open pit is already under way. OT has a major systemic impact for Mongolia. By 2020, 
the project is estimated to account for one third of Mongolian GDP, one third of budget 
revenues and half of total exports. 
OT is 66% owned by Canadian mining group Turquoise Hill Resources Ltd (formerly 
Ivanhoe Mines Ltd), which is itself majority owned by Rio Tinto Plc. The remaining 
34% in the project is owned by the Government of Mongolia via a legal entity called 
Erdenes Oyu Tolgoi LLC. 
 
The Complaint 
 
The Bank has reviewed the complaint submissions and the supplementary and 
supporting information supplied by the complainant prior to compiling this response.  
Upon reviewing the complaint, the team is not entirely clear of the basis for the 
compliance section of the complaint; however, the documentation supplied does focus 
on the following two issues: 
 
•  Construction of roads has fragmented pastures; and 
•  Use of roads results in dust which has health impacts to animals and herders. 
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The Bank would like to state that in terms of a compliance review, there are no 
references to any policy or requirement thereof in the complaint and therefore the team 
is not able to comment on the application of any specific policy requirement.  While the 
team is confident that the appraisal of this project was completed in accordance with the 
Environmental and Social Policy (2008) and disclosure was completed in accordance 
with pertinent sections of the Public Information Policy (2008), without specific 
references to compliance issues we are not able to provide further comment.  
The Bank presents here a general introduction providing the Bank’s understanding of the 
background to the development of transport infrastructure around the Project and our 
response to the two general issues presented in the documentation are discussed below. 
 
Background on Local Infrastructure 
 
The South Gobi area includes large deposits of coal and metallic mineral deposits and 
the government of Mongolia has plans to develop these deposits and export much or all 
to the nearby border with China.  Existing infrastructure is not sufficient to 
accommodate all of the planned development and associated export, so the government 
is working with the existing mines to help establish such infrastructure.   At the time of 
developing the OT mine, several dirt roads were available between the mine and the 
Chinese border, and Energy Resources was in the process of upgrading one of these to a 
paved road for export of coal.  OT completed a comprehensive review of export options 
which included review of various road alignments that could be used for export of their 
concentrate.  This detailed review is presented in their detailed Environmental and 
Social Impact Assessment which is available in the public domain.  
http://ot.mn/en/node/2679 
The approach used my OT for selection of the export option included application of the 
mitigation hierarchy, as required by EBRD Environmental and Social Policy.  
Specifically, the review of alternatives required the following: 
 
• The road used will avoid herder camps and community facilities by at least 500 

m.  This distance 500m was selected and agreed to by the Compensation 
Working Group (which includes representatives of local herder families and 
soum government officials) to avoid impacts associated with dust generated from 
the roads.   Selection of this distance considered USEPA Report AP-42 which 
shows that 98% of total air-borne dust returns to the ground surface within 250m 
of the emission source.  Therefore, it is anticipated that there is little chance for 
impacts caused by air-borne dust at a distance of 500m, and this was agreed to by 
local herders as part of early consultation. 

 
• Impacts will be minimized/mitigated through the use of water trucks and various 

additives to minimise dust generation, export truck will travel in convoys to 
minimise impacts, and the road is in the process (currently about 80 % 
completed) of being paved.  Further, the company has close interaction with all 
herders along the route to develop further mitigation measures with input from 
the herders, such as the selection of sites for animal crossings. 
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• The company has implemented a fair and transparent mechanism for 
compensation which has included replacement of herder wells, provision of 
fodder, rebuilding winter shelters etc.  OT is also working closely with local 
herders on the pastureland management strategy in attempt to increase the value 
of products produced. 

 
As mentioned above, the dirt track developed by OT for export route as part of their 
project was pre-existing before the OT project, and is a state road.  After a careful 
analysis of export option OT selected this one for use by the project.  OT is currently in 
the process of paving this road (which will remain a state road and can be used by 
anyone) and at this time the road is approximately 80 % completed.  The road includes 
provision for the free flow of surface water, and includes 21 animal crossing points that 
have been designed in consultation with the local herders.  The company has a pro-
active procedure for consultation with the herders and applies this to all of their 
activities. 
 
We understand that the government of Mongolia is in the process of constructing a 
railway for export of resources from the South Gobi to China.  OT have been in 
discussions with the government about providing a rail spur to the OT site to allow rail 
export of concentrate, and ultimately this may be the final export route.   
 
The two main issues raised in the complaint are discussed below.  
 
Construction of roads has fragmented pastures 
 
The Complaint claims that construction of the road used by OT has fragmented pastures 
in the Khanbog Soum.   Indeed the road will cross some areas used for pastures by 
herders, as the entire local area is used for grazing and every herder requires large land 
areas for their herds.  Construction any linear infrastructure will need to cross some land 
used for pasture.  In Khanbogd Soum herders have traditional grazing rights to 
pastureland at their winter shelter sites, which acts as an informal pastureland 
management system.  Summer grazing is also conducted informally, and there are no 
designated summer pastures in the soum, as these change from year to year depending 
on forage quality, livestock numbers and individual herder family requirements.   
It is important to note that the export route selected by OT was a pre-existing national 
highway which at the time of the Project’s initial development was an unpaved track 
utilised by the local population.  OT did not develop the road in the first instance, nor 
were they operating when the road was first developed.  This road is a state asset 
available for use by anyone.  OT is only one of many projects in the area shipping 
resources through Khanbogd Soum to the Chinese border. The OT Project has therefore 
not resulted in the construction of additional routes (as this route was pre-existing) to the 
border or to the further fragmentation of pasture land.  OT, at their own expense, is in 
the process of paving the road in order to prevent dust generation during transportation.  
When this paved road is commissioned it will be available for use by anyone and it will 
continue to be a state road. 
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The Sponsor is aware of the issue of pasture fragmentation and has taken measures to 
mitigate such impacts and those associated with the practice of maintaining livestock in 
the vicinity of road export routes.  These mitigation measures; such as the construction 
of animal crossing points on the paved road (at specific locations agreed with the 
herders), the supply of water wells especially in the instance if a water well is located on 
the other side of the road to a shelter; the provision of fodder; the construction of 
alternative livestock shelters etc.; were designed and implemented via consultation with 
the local population.  The Company has an active on-going program for consultation and 
interaction with the local herders and also continues to provide various amenities to the 
herders. 
 
Use of roads results in dust which has health impacts to animals and herders 
 
The potential for dust generation from utilisation of a gravel track was identified during 
the Environmental and Social Impact Assessment works carried out as part of the 
Project planning and the publically available documentation for the ESIA provides clear 
descriptions of the impact assessment works carried out in this regard.  The export route 
for this project was developed consistent with EBRD requirements, including the 
application of the mitigation hierarchy.  As part of this work, a series of avoidance and 
mitigation measures have been implemented.  The main measures implemented include 
the fact that no new roads were developed, this project is relying upon an existing state 
road and is in the process of upgrading (paving) such so that no dust will be generated.  
Further, it was agreed that the road will not be located within 500 m of a herder shelter 
or other community facility.  This distance is double the distance published by the US 
EPA shown to reduce dust levels to 98 % of total dust generated (USEPA Report AP-
42). 
Potential health impacts from dust generation is again an issue that was reviewed during 
the ESIA processes described above.  The OT Project provides support to the health-
related infrastructure in the region.  The Company provides for health screening of the 
workforce and local population and has supported the on-going training of local health 
professionals who serve the region. 
In relation to impacts to the quality of meat produced by local livestock, and general 
livestock health, the Bank is not in possession of details of this issue, nor has the Bank 
received any communications on this issue previously.  It is however worthwhile to 
point out the significant rise in the number of livestock in the region since the start of 
2012.   
A detailed ESIA was prepared by an International team of environmental and social 
consultants for this project, including the impact assessment itself as well as a Non-
Technical Summary, Resettlement Action Plan, Stakeholder Engagement Plan (SEP), 
Environmental and Social Action Plan (ESAP) and the various Environmental and 
Social Management Plans.  All of these documents were disclosed at numerous locations 
throughout Mongolia as set forth in the SEP.  Further, all of these documents are still 
available on the Company’s Web site http://ot.mn/en/node/2679 .  The ESIA was 
completed to international standards, and was reviewed by ESD prior to public 
disclosure and consultation.  As part of the consultation process numerous meetings 
were held with potentially affected people (PAP) near the site and along the 
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transportation corridor.  Numerous meetings have been held with the population along 
the road and as well in Khanbogd Soum.   Further, periodical informal meetings have 
been and will continue to occur between site liaison officers and herders. 
All issues raised during by herders and other residents of Khanbogd were considered 
during the finalisation of the ESIA.  The consultation process did not end at this point, 
and in fact OT has an active program of interaction with herders in and around the mine 
site as well as along the road.  This active program includes periodical community 
meetings as well as individual visits by the community liaison officer (CLO).  The 
Herders along the entire length of the transportation corridor know the CLO and know 
how to use the Company grievance procedure, as several of the herders included in the 
complaint have done over the past few years.  ESD has reviewed the procedures used by 
OT for tracking and addressing grievances and we believe this system is compliant with 
our requirements and is adequate for the project. 
As part of the ESIA, OT established the guidelines for compensation of the project, and 
identified herders who would be eligible for such.  This procedure was completed in 
accordance with EBRD requirements and we believe this was a fair and transparent 
process.  We acknowledge that dust generated from a dirt road could be considered a 
nuisance and that there may be some instances where a herders pastures are fragmented 
by the road; however, we also acknowledge that the road is a state road and it was 
developed before development of the OT mine. Recognising the issues related to dust 
and transportation, the Company has applied the application of the mitigation hierarchy 
in the development and design of export routes and is in the process of paving the 
existing state road which can then be used by anyone, including OT trucks.      
Our involvement with OT (original due diligence and ongoing monitoring) suggests that 
they have an adequate grievance mechanism.  We know that some of the herders 
involved in the Complaint have used this grievance mechanism, which supports the 
position that the herders are aware of the mechanism.  We also know that the Company 
follows any logged grievance until they consider that the issue is resolved.  In addition 
to the grievance mechanism and the compensation provided for the project, it should be 
recognised that OT works with the Herders to provide ongoing support for their 
traditional livelihood, through provision of hay and fodder to help herders through the 
rough Mongolian winters. 
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b(ii.) Revised Management’s Response received by PCM Expert on 10 June 2014. 
 

Management Response to PCM Complaint 
on Oyu Tolgoi Project (41158) & Energy Resources (39957) 

 
A complaint (2013/01) was registered with the Project Complaint Mechanism (PCM) on 
02/08/2013 regarding both the Oyu Tolgoi project (41158) and Energy Resources project 
(39957) in Mongolia.  Management responded to the complaint on 23 October 2013; noting 
that the complaint lacked detail with regard to areas of alleged non-compliance regarding 
impacts on roads, local herders, and fragmentation of pastures.  During the Eligibility 
Assessment stage, an additional complaint letter dated 1 April 2014, was submitted by the 
Complainant and was registered as part of the complaint by the PCM.  According to the PCM 
Register, these two documents (complaint and additional complaint) comprise “the 
Complaint” that is under investigation.   
The Management Response addresses the complaints on Oyu Tolgoi (OT), then Energy 
Resources (ER), and ends with a few summary comments.  We note that both projects were 
subject to the 2008 Environmental and Social Policy. 
 
Oyu Tolgoi (OT) 
 
Background 
 
On 26 February 2013, the EBRD Board approved an up to US$ 400 mln A loan and up to 
US$ 1bln B loan to finance the development of the Oyu Tolgoi copper and gold mine. This is 
part of a US$ 4bln+ project financing including IFC, the ECAs of Canada, USA and 
Australia and commercial banks, including a MIGA covered portion of the commercial 
banks’ tranche. Closing of this transaction has not yet occurred and is conditional on a 
unanimous approval by the OT board. 
 
The Project 
 
OT is among the world’s largest undeveloped copper and gold deposit, located approximately 
550km south of Ulaanbaatar and 80km north of the Mongolia-China border. The project 
consists of an open pit mine, concentrator and associated processing facilities, and an 
underground mine. Production of concentrate from ore mined from the open pit is already 
under way. OT has a major systemic impact for Mongolia. By 2020, the project is estimated 
to account for one third of Mongolian GDP, one third of budget revenues and half of total 
exports. 
OT is 66% owned by Canadian mining group Turquoise Hill Resources Ltd (formerly 
Ivanhoe Mines Ltd), which is itself majority owned by Rio Tinto Plc. The remaining 34% in 
the project is owned by the Government of Mongolia via a legal entity called Erdenes Oyu 
Tolgoi LLC. The environmental and social appraisal of this project was completed in 
accordance with the Environmental and Social Policy (2008) and disclosure was completed in 
accordance with the relevant sections of the Public Information Policy (2008).    
 
Assessing the Issues Raised in the Complaint 
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The Bank has reviewed the complaint submissions and the supplementary and supporting 
information supplied by the Complainant.  The main issues raised in the Complaint are the 
fragmentation of pastures and the impacts of roads.  These issues have been expanded in the 
additional complaint. 
In terms of fragmenting pastures, two main items should be considered. Firstly, while there 
are no formally designated pasture areas (use of pasture land is informal and changes from 
year to year) the entire area between the OT site and the Chinese border (excluding the 
special protected area) can and has been used for grazing.  Therefore, it would be impossible 
to build any road (or other linear feature) without fragmenting pastureland.  Secondly, the OT 
project did not develop significant new roads and therefore did not result in significant 
additional fragmentation of pastureland beyond that caused by the pre-existing dirt roads.  
Upon a detailed review of options for export (applying the mitigation hierarchy1 as required 
by EBRD Environmental and Social Policy) it was decided to use the existing national 
unpaved road, and to upgrade this road to an engineered paved road. This approach was also 
agreed with the government of Mongolia and actually a memorandum of understanding was 
signed with the government for this in 2007. This export route has been designed in 
consultation with the herders, and more than 20 livestock crossing points have been installed 
based on input from local herders, to be conveniently located and to allow use by locals.  OT 
took all reasonable steps to avoid any further fragmentation of pastures, and in cases where 
issues remained (such as a well located across the road), a series of mitigation measures were 
implemented, such as provision of a new well or assistance rebuilding a winter shelter. 
The team has actively reviewed all project documents, and has been to the site numerous 
times (more than 15) to monitor company performance.  Results of these visits indicate that 
site operations are well managed, and that there is a robust system for ongoing 
communication and dialogue with the local herders and the population of Khanbogd Soum. 
The Bank has routinely monitored OT’s grievance procedures and tracking system as 
outlined in their Stakeholder Engagement Plan, and has assessed this system as being 
designed, implemented and continuously improved to be in line with the EBRD Performance 
Requirements and appropriate for the local stakeholders. The tracking system has recently 
been transferred from an OASIS database to a Rio Tinto-wide tracking system (CSETS) and 
fine-tuning of record entries in this database remains necessary as per the IESC’s latest audit. 
The Bank presents here a general introduction providing the Bank’s understanding of the 
background to the development of transport infrastructure around the Project and our 
response to the two general issues presented in the Complaint. 
Background on Local Infrastructure 
 
The South Gobi area includes large deposits of coal and metallic mineral deposits and the 
government of Mongolia has plans to develop these deposits and export much or all to the 
nearby border with China.  Existing infrastructure is not sufficient to accommodate all of the 
planned development and associated export, so the government is working with the existing 
mines to help establish such infrastructure.  At the time of developing the OT mine, several 
dirt roads were available between the mine and the Chinese border, and Energy Resources 
was in the process of upgrading one of these to a paved road for export of coal.  OT 
completed a comprehensive review of export options which included review of various road 
alignments that could be used for export of their concentrate.  This detailed review is 

                                                      
1 The mitigation hierarchy comprises measures taken to avoid creating environmental or social impacts from the 
outset of development activities, and where this is not possible, to implement additional measures that would 
minimise, mitigate, and as a last resort, offset and/or compensate any potential residual adverse impacts. 
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presented in OT’s detailed Environmental and Social Impact Assessment which is available 
in the public domain.  http://ot.mn/en/node/2679 
The approach used by OT for selection of the export option included application of the 
mitigation hierarchy, as required by EBRD Environmental and Social Policy.  Specifically, 
the review of alternatives required the following: 
 

• The road used would avoid herder camps and community facilities by at least 500 m.  
This distance 500m was selected and agreed to by the Compensation Working Group 
(which includes representatives of local herder families and soum government 
officials) to avoid impacts associated with dust generated from the roads.  Selection of 
this distance considered USEPA Report AP-42 which shows that 98% of total air-
borne dust returns to the ground surface within 250m of the emission source.  
Therefore, it is anticipated that there is little chance for impacts caused by air-borne 
dust at a distance of 500m, and this was agreed to by local herders as part of early 
consultation. 

• Impacts would be minimized/mitigated through the use of water trucks and various 
additives to minimise dust generation, export truck will travel in convoys to minimise 
impacts, and the road is in the process (currently about 80 % completed) of being 
paved.  Further, the company has close interaction with all herders along the route to 
develop further mitigation measures with input from the herders, such as the selection 
of sites for animal crossings. 

• The company has implemented a fair and transparent mechanism for compensation 
which has included replacement of herder wells, provision of fodder, rebuilding 
winter shelters etc.  OT is also working closely with local herders on the pastureland 
management strategy in attempt to increase the value of products produced. 

•  
As mentioned above, the existing unpaved road developed by OT for export route as part of 
their project was pre-existing before the OT project, and is a state road. After a careful 
analysis of export options OT selected this road for use by the project.  Construction of this 
road was completed in October 2013 and the road was commissioned for use in November 
2013.  The road includes provision for the free flow of surface water at several locations, and 
includes 21 animal crossing points that have been designed in consultation with the local 
herders.  The company has a pro-active procedure for consultation with the herders and 
applies this to all of their activities. 
We understand that the government of Mongolia is in the process of constructing a railway 
for export of resources from the South Gobi to China.  OT have been in discussions with the 
government about providing a rail spur to the OT site to allow rail export of concentrate, and 
ultimately this may be the final export route.   
The two main issues raised in the complaint are discussed below. 
 
Construction of roads has fragmented pastures 
 
The Complaint claims that construction of the road used by OT has fragmented pastures in 
the Khanbog Soum. Indeed the road will cross some areas used for pastures by herders, as the 
entire local area is used for grazing and every herder requires large land areas for their herds.  
Construction of any linear infrastructure will need to cross some land used for pasture.  In 
Khanbogd Soum herders have traditional grazing rights to pastureland at their winter shelter 
sites, which acts as an informal pastureland management system.  Summer grazing is also 
conducted informally, and there are no designated summer pastures in the soum, as these 

http://ot.mn/en/node/2679
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change from year to year depending on forage quality, livestock numbers and individual 
herder family requirements.   
It is important to note that the export route selected by OT was a pre-existing national 
highway which at the time of the Project’s initial development was an unpaved track utilised 
by the local population.  OT did not develop the road in the first instance, nor were they 
operating when the road was first developed.  This road is a state asset available for use by 
anyone.  OT is only one of many projects in the area shipping resources through Khanbogd 
Soum to the Chinese border. The OT Project has therefore not resulted in the construction of 
additional routes (as this route was pre-existing) to the border or to the further fragmentation 
of pasture land by construction of this road.  OT, at their own expense, has upgraded this road 
to a sealed surface in order to prevent dust generation during transportation.  The completed 
road can be used by anyone and it will remain as a state road. 
The Sponsor is aware of the issue of pasture fragmentation and has taken measures to 
mitigate such impacts and those associated with the practice of maintaining livestock in the 
vicinity of road export routes.  These mitigation measures; such as the construction of animal 
crossing points on the paved road (at specific locations agreed with the herders), the supply of 
water wells especially if a water well is located on the other side of the road to a shelter; the 
provision of fodder; the construction of alternative livestock shelters etc.; were designed and 
implemented via consultation with the local population.  The Company has an active on-
going program for consultation and interaction with the local herders and, in addition to the 
amenities listed above, OT also provides various livelihood programs, including the 
establishment of herder user groups and cooperatives, camel wool and milk branding 
initiatives, the building of veterinarian capacity, and other small business support. 
 
Use of roads results in dust which has health impacts to animals and herders 
 
The potential for dust generation from utilisation of a gravel track was identified during the 
Environmental and Social Impact Assessment (ESIA) works carried out as part of the Project 
planning and the publically available documentation for the ESIA provides clear descriptions 
of the impact assessment works carried out in this regard.  The export route for this project 
was developed consistent with EBRD requirements, including the application of the 
mitigation hierarchy.  As part of this work, a series of avoidance and mitigation measures 
have been implemented.  The main measures implemented include the fact that no new roads 
were developed, this project is relying upon an existing state road and is in the process of 
upgrading (paving) such so that no dust will be generated.  Further, it was agreed that the 
road will not be located within 500 m of a herder shelter or other community facility.  This 
distance is twice the distance published by the US EPA shown to reduce dust levels to 98 % 
of total dust generated (USEPA Report AP-42). 
 
Potential health impacts from dust generation is again an issue that was reviewed during the 
ESIA processes described above.  The OT Project provides support to the health-related 
infrastructure in the region.  The Company provides for health screening of the workforce 
and local population and has supported the on-going training of local health professionals 
who serve the region. 
 
In relation to impacts to the quality of meat produced by local livestock, and general livestock 
health, the Bank has been informed that a recent investigation by the chief veterinarian in 
Mongolia determined that the health impacts in local herds that are affecting the quality of 
internal organs is a bacterial infection and unrelated to dust issues.  We believe that this 
report will be released in the near future. 
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A detailed ESIA was prepared by an international team of environmental and social 
consultants for this project, including the impact assessment itself as well as a Non-Technical 
Summary, Resettlement Action Plan, Stakeholder Engagement Plan (SEP), Environmental 
and Social Action Plan (ESAP) and various Environmental and Social Management Plans. 
All of these documents were disclosed at numerous locations throughout Mongolia as set 
forth in the SEP. Further, all of these documents are still available on the Company’s Web 
site http://ot.mn/en/node/2679. The ESIA was completed to international standards, and was 
reviewed by ESD prior to public disclosure and consultation. As part of the consultation 
process numerous meetings were held with potentially affected people (PAP) near the site 
and along the transportation corridor.  Numerous meetings have been held with the 
population along the road and as well in Khanbogd Soum. Further, periodical informal 
meetings have been and will continue to occur between site liaison officers and herders. 
 
All issues raised during consultation by herders and other residents of Khanbogd were 
considered during the finalisation of the ESIA. The consultation process did not end at this 
point, and in fact OT has an active program of interaction with herders in and around the 
mine site as well as along the road.  This active program includes periodical community 
meetings as well as individual visits by the community liaison officer (CLO).  The Herders 
along the entire length of the transportation corridor know the CLO and know how to use the 
Company grievance procedure, as several of the herders included in the complaint have done 
over the past few years.  ESD has reviewed the procedures used by OT for tracking and 
addressing grievances and we believe this system is compliant with our requirements and is 
adequate for the project. 
 
As part of the ESIA, OT established the guidelines for compensation by the project, and 
identified herders who would be eligible.  This procedure was completed in accordance with 
EBRD environmental and social requirements and we believe this was a fair and transparent 
process.  Recognising the issues related to dust and transportation, the Company has applied 
the application of the mitigation hierarchy in the development and design of export routes and 
is in the process of paving the existing state road which can then be used by anyone, 
including OT trucks. 
 
Our appraisal and monitoring of the OT project suggests that they have an adequate grievance 
mechanism. We know that some of the herders involved in the Complaint have used this 
grievance mechanism, which supports the position that the herders are aware of the 
mechanism. We also know that the Company follows any logged grievance until they 
consider that the issue is resolved.  In addition to the grievance mechanism and the 
compensation provided for the project, it should be recognised that OT works with the 
herders to provide ongoing support for their traditional livelihood, through provision of hay 
and fodder to help herders through the rough Mongolian winters. 
 
Specific Points Raised 
 
The additional complaint raised more specific issues that we are able to clarify. 
 
• Section I, A, (i) and (iii).  With regard to traffic safety and accidents, we understand the 

concerns about road safety. Road safety is an important issue for EBRD and is taken into 
account in due diligence and monitoring.  Given that this is a public road, it would 
important to clarify if any OT vehicles were associated with the accidents cited. 

http://ot.mn/en/node/2679
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However, it was not possible for OT to provide information on the incidents as they 
remained under police investigation. We also understand that the local authorities 
completed an investigation into the cited accidents, including analysis of cause.  To date, 
we have not seen this report. 

• Section I, C, loss of access to water sources.  The Bank is not aware of any road outside 
of the OT mine licence area that blocks the free flow of the Undai River, and while we 
recognise the importance of this water source, we are not aware of any road impeding 
access to the Undai.   Please identify the statement in the referenced USAID report 
stating this claim so that we can further investigate.  

• Section I, C, noise pollution from traffic. Potential noise impacts on local herders were 
identified in the ESIA and have been (a) avoided by keeping a safe distance between the 
key export route and other major project assets and any winter shelters, and (b) 
minimised by organising transport by truck convoys and training OT drivers and 
contractors to behave respectfully of herders and their animals. 

• Section I, C, 1, health and safety impacts.  It is stated that increased dust is adversely 
affecting the health of the complainants and they state this has caused an increase in 
respiratory illnesses, such as bronchitis in Khanbogd. As above, the information on dust 
impacts, which was discussed with the herders was based on US EPA information that 
98% of dust generated will be avoided at a distance of 250m away from the source.  
Given these data, OT, in consultation with the herders, adopted a set back of 500m for 
any shelter or community facility from the road.  This distance was agreed by the 
Compensation Working Group. The main export road has been paved and commissioned 
for use since late 2013 and therefore the main source of dust generation as part of 
operations has been addressed.  Further, OT has embarked on a comprehensive dust 
monitoring program and results of this monitoring to date are consistent with the general 
predictions made in the ESIA.  Results of the dust monitoring are available in the annual 
environmental monitoring reports on the OT website. 

• We note that the Complaint states that doctors in Khanbogd do not have the capacity to 
monitor or address dust related health issues. We are not aware of any studies linking 
dust from the project to increases in respiratory illness in the project area.  We would 
also welcome clarification on the source of statements/studies that link increased dust in 
the project area with adverse health impacts of humans or animals.  We note that OT 
continues to support staffing in local clinics (the latest audit report notes that the project 
has achieved an “increased coverage of doctors in the aimag per capita from 15:10,000 to 
25:10,000”)  

• Section I, C, 2, livelihood and economic impacts. Our understanding is that numbers of 
livestock and herd size have generally increased in the region, so we are not clear on the 
source of the statement that there has been a documented decline in numbers and quality 
of livestock. OT has developed and put in place a Land Use Management Plan as well as 
a Land Disturbance Permit process to prevent the occurrence of unfenced and/or un-
reclaimed work areas.   A recent veterinarian study (we believe to be released in the near 
future) found no linkage between the poor health of livestock and dust or any other 
aspect of the project. The OT project has provided activities under the Pastureland and 
Livelihood Improvement Strategy to help address these issues including veterinarian 
capacity building, well rehabilitation, fodder distribution, and herder cooperative 
development. 

• Section 1, C, 3, Impacts on local tradition and culture.  OT’s Pastureland and Livelihoods 
Improvement Strategy is not aimed at a more sedentary mode of production and it would 
be an error to characterise it as such.  One of its key objectives is to “preserve the pasture 
and livestock sector and nomadic culture.”  With the right support from the Project, 
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herders’ livelihoods may actually improve to outperform pre-project incomes, when 
there were already issues with overgrazing, insufficient access and fewer market outlets 
for their products, and no opportunities for a diversified livelihood strategy; a lack of 
opportunity that in the past has driven many herders from all rural areas in Mongolia to 
migrate to Ulaanbaatar or other regional towns to make a living. 

 
Response to Allegations of Non-Compliance 
 
The following comments are presented to provide some context to the issues raised by the 
Complainant, and  to provide additional information on those issues.    
1. Failure to assess impacts from roads at the early stages of project development. 
It is alleged that the ESIA was not completed until July 2012 at a point when construction 
was mostly complete and therefore not compliant with PR1 paragraph 4 requiring assessment 
of potential environmental or social risks in the early stages of a project, and managed on an 
ongoing basis. 
 
Early assessment is required to ensure timely review of possible impacts and to allow 
evaluation and selections of options that promote avoidance, minimisation and mitigation of 
impacts.  EBRD began working with Oyu Tolgoi in early 2010 on the appraisal of risks 
associated with this project, more than two years before release of the ESIA.  As presented in 
the Project Summary Document (PSD), this appraisal included numerous site inspections and 
interviews with company officials and local, regional and national administrators. 
 
The ESIA was disclosed on the EBRD web site on 10 September 2012, at a time when 
construction had started, however, the assessment of potential impacts (required by PR1, 
paragraph 4) was initiated long before this time.  EBRD worked closely with OT for two 
years on the documentation, carried out the necessary gap analysis to ensure compliance with 
EBRD’s Environmental and Social Policy and Performance Requirements and that adequate 
information was available for public consultation.  From the outset, the project has always 
been developed and operated in accordance with the local permitting and project approval 
requirements.  This includes the completion of numerous EIAs and Detailed Environmental 
Impact Assessments (DEIAs) which have been reviewed and approved by the Mongolian 
environmental authorities.  These documents are presented on the OT website, and as shown 
here there are twenty EIA/DEIA reports dating back to 2004. 
 
2. Adequacy of health and safety measures 
 
It is alleged that the potential risks associated with dust were not adequately assessed, as 
required by PR4 paragraph 7. 
 
The issue of dust generation and associated potential impacts was considered as part of the 
ESIA, please see the following sections of the ESIA report, all available on the 
internet: http://ot.mn/en/about-us/environmental-social-impact-assessment/esia 
 

• Section B3 on Baseline Air Quality 
• Section C2 on Impact Assessment associated with Climate and Air Quality 
• Section C12 on Impact Assessment associated with Community Health, Safety and 

Security 
• Operational Management Plan covering Transportation Management Plan and the 

underlying plans 

http://ot.mn/en/about-us/environmental-social-impact-assessment/esia
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As stated earlier, OT worked with local herders to establish a 500m set back for any structure 
relative to the roads, and used modelling developed by the US Environmental Protection 
Agency which indicates that 98% of dust generated from transportation on a dirt road will 
attenuate within 250m of the road. 
 
EBRD confirms that the export road from the site to the south is now paved, commissioned 
and operating.  This road includes signs to warn of livestock and wild animals, and 
incorporates more than 20 grade crossings for herders at locations selected in consultation 
with the herders. 
 
As presented in the ESIA, the focus of dust mitigation has been on the main export route, as 
this road poses the greatest risk due to long term sustained use.  The dust related to 
construction is temporary and therefore considered less significant.  Nonetheless, it is 
important to point out that all of the other roads, many only temporary roads used for 
construction phase, have not been neglected.  Potential impacts associated with dust 
generation from all dirt roads as well as other sources have been considered in the ESIA in 
Section C2.  Further, the mitigation and management actions that are implemented to address 
dust from all roads are presented in various Operational Management Plans, including 
Transportation Management, Road Construction and Maintenance Procedures, Atmospheric 
Emissions Management Plan, Air Quality Control Standard.  Measures to avoid and minimise 
impacts associated with quarries and access roads to such are presented in Land Disturbance 
Procedures, Rehabilitations Procedures and Topsoil Handling Procedures, among others.  
These various documents clearly show how potential impacts associated with dust generation 
from all project activities have been addressed. 
 
3. Adequacy of measures to prevent, mitigate and compensate for physical and 
economic displacement 
 
Economic displacement could not be entirely avoided but OT minimised it where possible 
and applied the mitigation hierarchy to address the issue. OT has provided a series of 
technical mitigation and compensatory measures in relation to impacts on access to 
resources/land fragmentation.  This is documented in Chapter C10 of the ESIA (Land Use 
and Displacement) and the Resettlement Action Plan (RAP). 
 
The RAP states that “The route adopted for the road to Gashuun Sukhait has also been 
developed to minimise any further resettlement. Mongolian law requires that the easement be 
such that there should be a distance of at least 50 m from winter shelters for any national 
road. A minimum distance of 250 m has in fact been maintained by the Project to avoid any 
unnecessary resettlement of herder winter shelters, and minimise disruption to herding 
practices of those closest to the road route.” 
 
Further, the RAP considers all herders using summer pastures in KB soum as impacted and 
eligible for communal compensatory measures under the Pastureland and Livelihood 
Improvement Strategy. This is appropriate in situations such as these, where the impacted 
summer pastures are communally owned and it would be difficult to quantify livelihood 
impacts on individual households and to provide like-for-like compensation on an individual 
basis.  It is, however, good practice to use collective compensation measures to ensure 
herders are not worse off and their livelihoods are restored or improved; as is currently being 
implemented by OT through pasture improvement initiatives, well rehabilitation programs, 
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and capacity building of veterinarian services, among other things. OT’s well-rehabilitation 
program, it has been reported, has been particularly well received.  Other herders, whose 
winter camps are located near OT project facilities or associated facilities, are eligible for 
direct compensation measures as per table 13 in the RAP. This general approach was agreed 
by a working group that included herder household representatives, as well as local soum and 
bagh government members, and received legal support to obtain improved compensation 
measures and increased coverage (the ‘impact corridor’ along the OT-GS road was widened 
from 5 to 6.5km as a result). This consultation process used to develop eligibility criteria and 
entitlements is considered to be inclusive as required by the EBRD PRs. 
 
4.  Alleged failure to consult and inform affected persons  
 
The extensive consultation about the OT-GS road and other local roads is well documented 
in, among other places, Chapter A6 of the ESIA.  These include, inter alia: 
 
Chapter A6, Table 6.6: Summary of Consultation with Economically-Displaced Herders, 
2010 – 2011 
 
Public Consultation 
Meetings  

Date  Persons in 
attendance  

Main Topics  

Oyu Tolgoi to Gashuun 
Sukhait Road: road 
upgrade works.  

Jun 30, 2010  150  How to manage the impacts of road 
construction.  

Household visits: 
regarding Oyu Tolgoi to 
Gashuun Sukhait Road 
information  

Jul 23 – 24, 2010  31  Follow up of public consultation on 
road route and potential impacts 
(permits, route, traffic signs, water, 
and dust).  

Animal crossing points 
along Oyu Tolgoi to 
Gashuun Sukhait Road.  

Aug, 2010  12  Identified animal crossing points 
with herders along Oyu Tolgoi to 
Gashuun Sukhait road.  

Oyu Tolgoi fence 
extension: local road 
route  

Dec 20, 2010  55  Obtained community input into 
detouring of local road around Oyu 
Tolgoi fenceline.  

Oyu Tolgoi to Gashuun 
Sukhait road: borehole 
use by Oyu Tolgoi 
contractors  

Jan 3, 2011  10  Information delivered, water expert 
provided detailed data on Oyu 
Tolgoi water use and obtained input 
and feedback from herders.  

Oyu Tolgoi to Gashuun 
Sukhait road impact 
management: agreed 
workers and contractual 
details  

Feb 02, 2011  20  Follow up on earlier Oyu Tolgoi to 
Gashuun Sukhait road consultation 
on impact management and 
compensation for most affected 
herders. Agreed herders to be 
employed by Oyu Tolgoi.  

Group meetings on 
compensation packages 
for affected households  

May 18  80  Herders discussed the proposed 
entitlements with each other and Oyu 
Tolgoi, for:  
 Oyu Tolgoi to Gashuun Sukhait 
road  
 Airport  
 GH pipeline  
 Transmission Line  
 Unoccupied shelters  
 Other  
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Further, as shown on p. 20 of this chapter: “At the larger meetings about road and airport 
construction impacts and their management, and at the bagh khurals, issues of major concern 
to herders such as potential loss of access to water and pasture were consistently raised. 
Subsequently, targeted meetings on the more specific details of mitigating potential water and 
grazing impacts were held with those who felt they were likely to be impacted. 
 
Consultations were also held on the Oyu Tolgoi to Gashuun Sukhait road in November 2010 
in relation to the minor changes to alignment and were completed by Oyu Tolgoi and 
EcoTrade (Mongolian environmental consultants). The road alignment considered the 
prevention of situations where herder camps could be cut off from water supply wells. 
Among other issues raised by the herders were dust emissions from the road. The key issues 
raised through the consultations with herders are summarised in Table 6.7 of Chapter A6.” 
 
5. Alleged failure to prevent or mitigate adverse impacts on complainants’ culture and 

tradition 
 

Mongolian herders do not meet EBRD’s definition of Indigenous Peoples (IPs) in 
Performance Requirement 7 (PR7), which requires the following characteristics: 
 
1. Self-identification as members of a distinct ethnic or cultural group and recognition of 

this identity by others: 
Mongolian herders are not ‘distinct’ from ‘a dominant national group’ ethnically or 
culturally. Of Mongolia’s total population of approximately 2.9 million, 37% live in rural 
areas and are nomadic or semi-nomadic herders. Herding still provides 40% of 
employment and accounts for about 20% of GNP. The vast majority of Mongolians 
belong to the Khalkh Mongol ethnic group, including the herders in the South Gobi. 
Herders may self-identify as ‘indigenous’ but so would over 85% of Mongolians, who 
are of the same Khalkh ethnic background. 
 

2. Collective attachment to geographically distinct habitats, traditional lands or ancestral 
territories (…) and to natural resources in these habitats and territories: 
 
Herders are indeed ‘attached’ to the land they live on and the natural resources that form 
the basis of their livelihoods, but this land is not ‘distinct’ from the homeland of all 
Mongolians and it may indeed change over time.  Mongolian herders have undergone 4 
major land tenure and livelihood shifts in less than 100 years with fundamentally 
differing livelihood strategies (i.e., splits between subsistence and yield-focused 
economies), entailing periodic relocation of many herders across Mongolia, changes in 
administrative boundaries, and associated erosion of customary pasture rights and 
institutions. 
 

3. Descent from populations who have traditionally pursued non-wage subsistence 
strategies (…) and whose status was regulated by their own customs or traditions or by 
special laws or regulations: 
This applies to all Mongolians equally (in the 1950s, only 15% of the population was 
urban). As noted above, however, these ‘traditions’ have undergone many changes over 
the past 100 years and production was not always focused on subsistence strategies 
 

4. Customary cultural, economic, social, or political institutions that are separate from 
those of the dominant society or culture: 
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This is not applicable in the Mongolian context as herders are regulated by the same laws 
and institutions of all Mongolians. 
 

5. A distinct language or dialect, often different from the official language or dialect of the 
country or region: 
This is not applicable in the Mongolian context. 

 
PR7 aims to provide specific protections to IPs because it recognizes that “IPs, as a social 
group with identities that are distinct from dominant groups in national societies, are often 
among the most marginalized and vulnerable segments of the population”. In Mongolia, 
herders are neither distinct, nor are they marginalized.  The vulnerability of herders is not 
caused by their distinctiveness, but is linked to their dependency on scarce natural resources. 
In this context, the Bank’s view is that PR7 does therefore not apply, and instead, their 
specific needs are assessed under the social assessment (PR1), resettlement (PR5), and 
stakeholder engagement (PR10) requirements as potentially vulnerable. 
 
The principle of self-determination of IPs is reflected in key international conventions (ILO 
169 of 1989) and declarations (UNDRIP 2007) and is aimed at groups that are separate and 
distinct from larger, dominant groups within a given country.  Again, this does not apply to 
Mongolia and until several generations ago the vast majority of Mongolians were herders. 
Herding is part of Mongolia’s national identity and pride, and while it is currently declining 
in economic importance in the country, it is still central in terms of defining Mongolia as a 
nation. 
 
The complaint further alleges that measures to preserve the complainants’ traditional 
nomadic lifestyle were inadequate. 
 
One of the key objectives of OT’s Pastureland and Livelihoods Improvement Strategy was 
explicitly formulated to “preserve the pasture and livestock sector and nomadic culture”.  As 
noted previously, no road design could have avoided some level of fragmentation and 
associated loss of access to pastures entirely, but most of the roads were pre-existing and 
improved as a result of OT road upgrades. The OT-GS road was carefully designed to prevent 
impact on tangible cultural heritage, and livestock crossings were designed and their 
locations selected in close consultation with herders to permit them to cross roads and access 
pastures with their herds as much as possible. Further, it should be noted that the project has 
undergone extensive anthropological field-studies of local customs and oral history; this has 
been documented in great detail in a comprehensive study and Cultural Heritage Program for 
Umnogovi Aimag, unprecedented in its scope. 
 
The traditional nomadic lifestyle was threatened prior to the project’s early beginnings, due to 
wide-spread overgrazing, over-reliance on cashmere goats for cash income, and a relative 
lack of capacity in local government or other regional agencies to provide the necessary 
infrastructure and support functions needed by herders, such as well maintenance and fodder 
production and distribution during harsh weather events.  It could be argued the project has 
increased the opportunity to support and promote traditional lifestyles by applying agreed 
mitigation measures or adapting said measures as needed to produce the desired outcome to 
“preserve the pasture and livestock sector and nomadic culture”.  
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Energy Resources Project (39957) 
Background 
 
Background 
 
Owned by Mongolian Mining Corporation which is a listed entity in Hong Kong stock 
exchange, Energy Resources (ER) is the largest private high-quality coking coal producer and 
exporter in Mongolia. The Company owns and operates two open-pit mines - Ukhaa Khudag 
and Baruun Naran, both located in Southern Gobi province of Mongolia. 
 
ER is engaged in open-pit coking coal mining operations at the Ukhaa Khudag (UHG) 
deposit located within the Tavan Tolgoi formation in Southern Gobi of Mongolia, covering a 
licensed area of 2962 hectares in size. The necessary utility infrastructure facilities, including 
a small power plant and a water supply system, are available at the UHG site which serves as 
an operational hub for processing Run-of-Mine coking coal from both UHG and BN mines. 
  
Mongolia’s mineral deposits and growth in mining sector activities are vital to the economy, 
and such activities are transforming the country’s economic profile which was traditionally 
dependent on herding and agriculture. Mongolia’s rich copper, gold, coal deposits, among 
others, are attracting foreign direct investors which are expected to stimulate the development 
of the other economic activities within the country.  EBRD has been involved in the financing 
of various mine development projects in Mongolia since 2007, and played a lead role in 
implementing internationally acceptable environmental and social standards to the projects.  
 
The Project 
 
The UHG mine commenced production in April 2009.  In May 2010, EBRD signed the 
financing of Phase II of the UHG project which 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 ER’s coking coal handling and preparation plant, a small 
power plant, a water supply system, and an air strip. 
 
Energy Resources has taken various measures to mitigate the adverse impacts caused by the 
transport operations in the region including upgrading of the road surface from dirt to gravel, 
construction of an industrial purpose paved road (245 km in length), and initial studies for the 
implementation of a rail link project. 
 
Two main allegations are presented in the complaint: 1) construction of the roads has 
fragmented pastures; and 2) dust generated from use of roads caused health problems. 
 
In terms of fragmenting pastures, two main items should be considered. Firstly, while there 
are no formally designated pasture areas (use of pasture land is informal and changes from 
year to year) the entire area along the export road used by Energy Resources Ltd (‘ER’ or the 
‘Company’) in Khanbogd Soum and the Chinese border (excluding the specially protected 
area) can and has been used for grazing.  It would therefore not be possible to build any road 
(or other linear feature) without fragmenting pastureland.  The ER project did not develop 
any new road and therefore did not cause any additional fragmentation of pastureland beyond 
that caused by the pre-existing state dirt road.  This road existed before the mine and was 
adequate for early site operations.  It was always clear that export volumes from the region 
would increase and that in the future, other options would be required.  In this regard the 
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Company planned to build a rail link for export.  Due to subsequent political events beyond 
the control of the Company, they could not pursue this option, so they decided to upgrade the 
dirt road to a paved road, which was completed in 2011. Therefore, the Company did nothing 
to further fragment any pastures; instead, they paved the road, thereby eliminating dust 
generation from their traffic.  According to the client, none of the coal export trucks that use 
the existing unpaved state or other dirt road/track are ER trucks.  All ER coal is currently 
(and has been for two years) exported in trucks on the paved road.  
 
The aforementioned complaint issued by herders from Khanbogd Soum, Umnugobi Aimag 
which is located adjacent to the Chinese border, is broad in scope and is mainly caused by 
years of mineral products transportation on branches of dirt roads to the Chinese border and 
mining activities by various companies rather than addressing a complaint to a particular 
company and its operations. The paving of the existing regional road was done by ER, and 
has been operational since 2011.  
 
The Bank has actively reviewed all project documents, and has been to the site numerous 
times to monitor Company performance over the past five years.  Results of these visits 
indicate that site operations are well managed, and that they have a robust system for ongoing 
communication and dialogue with the local herders and the population of Khanbogd Soum. 
Further, the Bank has routinely monitored their grievance procedures and tracking system, 
and is satisfied that this system has been designed and implemented to be compliant with the 
Bank’s performance requirements and appropriate for the sector and complexity of the 
project and location. 
 
Background on Local Infrastructure 
 
The main road involved in the export of high quality coking coal from the ER Project to 
China is a 245 km route from the Ukhaa Khudag mine to the border crossing at Gashuun 
Sukhait. The Bank’s involvement with ER has included two phases of investment, Phase I 
(2008) which encompassed the initial development of the mine to a production rate of 0.6 
Million Tonnes per Annum (Mtpa), rising to 1.75 Mtpa; and Phase II (five year programme 
commencing in 2010) bringing production up to a theoretical maximum of 15 Mtpa. 
 
It is important to note that when both Energy Resources projects were reviewed and approved 
by the Bank, the export road mentioned above, a state-owned route, was already present and 
satisfied the transportation needs of the project (and other local projects such as the ‘Little 
TT’ majority publicly-owned coking coal mine) at that time and for the immediate future. 
 
The Bank’s Phase II project included funding for feasibility studies by the Company for the 
construction of a rail link to and from the mine to the border, under licence from the 
Government of Mongolia.  However, due to political developments, all new rail construction 
in Mongolia was subsequently centralised under a newly-created state owned company 
(including the rail link of the Company).  As a result of political uncertainty, in the meantime 
the Company upgraded the existing dirt road by designing and installing a paved surface, 
after raising required funding from loans by commercial banks.  In doing this, the Company 
was constrained to the existing alignment of the dirt road.  Whilst the original agreement was 
to allow Energy Resources a five year concession to operate a toll system on this road, 
recently the government has decided to take ownership of the road, and the Bank understands 
that the Government is in the process of taking ownership or already has taken ownership of 
the road. 



 

64 

 
The two main issues raised in the complaint are discussed below.  
 
Construction of roads has fragmented pastures 
 
The Complaint states that construction of the road used by Energy Resources has fragmented 
pastures in the Khanbog Soum.   Indeed the road crosses some pastures used by herders, as 
the entire local area is used for grazing and every herder requires large land areas for their 
herds, therefore construction of any linear infrastructure will result in the route crossing land 
used for pasture.  It is important to note that this export route was a pre-existing national 
highway which at the time of the Project’s initial development was an unpaved track utilised 
by the local population and for the export of coking coal and other mineral products by other 
mines operations in the South Gobi region, such as the majority publicly-owned ‘Little TT’ 
mine.  Energy Resources did not develop the road in the first instance, nor were they 
operating when the road was first developed. This road is a state asset available for use by 
anyone.  Energy Resources is only one of many projects in the area shipping coal through 
Khanbogd Soum to the Chinese border. The Energy Resources Project has therefore not 
resulted in the construction of additional routes to the border or to the further fragmentation 
of pasture land.  Energy Resources, at their own expense, paved the road in order to prevent 
dust generation during transportation, and since commissioning of the paved road in 2011 all 
coal shipped from Energy Resources has used this road.  While this road is open to anyone 
for a nominal fee, many trucks shipping coal from other mines do not use this road, and they 
continue to use and to develop new dirt tracks. 
 
The Project is aware of the issue of pasture fragmentation and has taken measures to mitigate 
such impacts and those associated with the practice of maintaining livestock in the vicinity of 
road export routes.  These mitigation measures; such as the construction of crossing points on 
the paved road, the supply of water wells, in particular if a water well is located on the other 
side of the road to a shelter; the provision of fodder; the construction of alternative livestock 
shelters. were designed and implemented via consultation with the local population.  The 
Company has an active on-going program for consultation and interaction with the local 
herders and continues to provide various amenities to the herders. 
 
As pointed out above, during the Phase II development, the Company identified that the 
export of the planned increase in production could not sustainably use the gravel track and 
that the export route required paving to cope with the increased traffic flow.  A wholly-owned 
subsidiary of Energy Resources was formed to carry out the construction works on the route 
construction and paving and the works were carried out during 2011.  The road is currently 
operational and all Energy Resources traffic to China utilises this route. 
 
Allegations that roads result in dust which has health impacts to animals and herders 
 
The potential for dust generation from utilisation of a gravel track was identified during the 
Environmental and Social Impact Assessment works carried out as part of the Project 
planning for Phases I and II and the publically available documentation for both ESIAs 
provides clear descriptions of the impact assessment works carried out in this regard.  As part 
of the Phase I works, mitigation measures including the regular compaction of the gravel 
track, watering and the use of binders were introduced to reduce the potential for dust 
generation. 
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Phase II as indicated previously, required the paving of the export route which substantially 
reduces (if not eliminates) the potential for dust generation from traffic movements which 
utilise this route.  All traffic from Energy Resources through Khanbogd Soum uses this paved 
road. The Bank is aware however that there are numerous trucks owned and operated by 
other mines in the region which do not utilise the paved route and still drive along gravel/dirt 
tracks which results in the generation of significant volumes of dust.  This is clearly visible to 
anyone who visits the area. 
 
Potential health impacts from dust generation is again an issue that was reviewed during the 
ESIA processes described above.  The Energy Resources project provides support to the 
health-related infrastructure in the region.  The Company provides for health screening of the 
workforce and local population and has supported the on-going training of local health 
professionals who serve the region.  The main source of dust generation has been mitigated, 
that is the export road has been paved and all ER coal is exported on trucks using this road.  
While coal export continues on unpaved roads, it is believed this is not related to ER, this is 
from other projects in the area. There are limitations on what EBRD and the client can do, 
other than raise the issue with the relevant local authorities.   Further, we are not aware of any 
scientific studies linking local dust to health impacts of local animals, and as mentioned 
above on the discussion on OT, we have recent information from a veterinary study 
indicating these problems are related to a bacterial infection.  
 
While use of the dirt roads can generate significant volumes of air-borne dust, the 
concentrations of such dust (while controlled by many variables) generally diminishes 
exponentially with distance from the road, and certainly while the dust can be a nuisance, it is 
clear that any other possible impacts would be limited to those areas immediately in the 
vicinity of the road itself.  There are very few, if any, herders’ shelters within 500 m of the 
export road. 
 
Detailed ESIA documentation was prepared by International teams of environmental and 
social consultants for both phases of this project, including the impact assessments 
themselves as well as a Non-Technical Summary, Resettlement Action Plan, Public 
Consultation and Disclosure Plan (PCDP), Environmental and Social Action Plan (ESAP) 
and the various Environmental and Social Management Plans.  All of these documents were 
disclosed at numerous locations throughout Mongolia as set forth in the PCDP.  Further, 
documentation in relation to the Phase I ESIA is available on the Bank’s web-
site http://www.ebrd.com/english/pages/project/eia/39820.shtml, and all the Phase II 
documents are still available on the Company’s Web 
site http://www.energyresources.mn/sustainable?search_value=esia. 
 
Both ESIAs were completed to international standards, and were reviewed by the Bank prior 
to public disclosure and consultation.  As part of the consultation process numerous meetings 
were held with potentially affected people (PAP) near the site and along the transportation 
corridor (which includes the existing road and the possible rail link). 
 
In particular in relation to the Phase II works, there were a series of Open House (“Open 
Ger”) events where the Company presented details of the project and allowed PAPs to make 
comments.  This consultation included a series of four meetings which attracted over 1,000 
participants.  The local meeting in Khanbogd Soum attracted over 300 people.  The 
comments received during these meetings are listed below in order of frequency raised, from 
most frequent to least frequent: 

http://www.ebrd.com/english/pages/project/eia/39820.shtml
http://www.energyresources.mn/sustainable?search_value=esia
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1. Training of local people and employment. 
 
2. Investment in Soum and Bagh health, education and social sectors such as repair of 
cultural centre, kindergarten and co-operation with local NGOs. 
 
3. Procurement of meat, especially goat meat, from local herders. 
 
4. Rehabilitation of quarries and borrow-pits. 
 
5. Sufficient over and under passes along the rail link for herders and livestock to pass, 
including a request that herders should be consulted about where the crossings should be 
located. 
 
6. Resettlement policy questions and information. 
 
7. Improvement of the current coal road, and concerns regarding truck driver behaviour. 
 
8. Support to herders for the winter such as supplying hay during extreme winter conditions. 
 
9. Expressions of support for the rail link project. 
 
10. Dust management concerns. 
 
These issues were considered during the finalisation of the Phase II ESIA. The consultation 
process did not end at this point; Energy Resources has an active program of interaction with 
herders in and around the mine site as well as along the transportation corridor.  This active 
program includes periodic community meetings as well as individual visits by the community 
liaison officer (CLO).  The herders along the entire length of the transportation corridor know 
the CLO and know how to use the Company grievance procedure, and several of the herders 
included in the complaint have done so over the past few years.  ESD has reviewed the 
procedures used by Energy Resources for tracking and addressing grievances and the Bank 
believes this system is compliant with the Bank’s requirements and is adequate for the 
project. 
 
As part of the ESIA, Energy Resources established the guidelines for compensation of the 
project, and identified herders who would be eligible for such.  This procedure was 
completed in accordance with EBRD requirements and the Bank believes this was a fair and 
transparent process.  The Bank acknowledges that dust generated from a dirt road could be 
considered a nuisance and that there may be some instances where a herder’s pastures are 
fragmented by the road; however, the Bank also acknowledges that the road is a state road 
and it was developed before the Bank’s involvement on the project.  Recognising the issues 
related to dust and transportation, the Company’s original long-term development plans also 
included the use of a rail link for export, and as such Phase 2 funded the completion of a 
feasibility study for such rail link.  However, as a result of political development, all 
Mongolian rail links and new rail developments were centralised under a newly-created state 
owned company (including the rail link of the Company). At this point the Company went to 
great expense to pave the state road, and the government allowed the Company to operate a 
toll system to recover some of the investment costs.  The road is also now in the process of 
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reverting to state ownership.  Regarding the dust, while this certainly is an issue, Energy 
Resources does not use any dirt roads for the export of coal.      
 
The Bank’s five year involvement with Energy Resources (from original due diligence to the 
Bank’s on-going monitoring) suggests that they have an adequate grievance mechanism.  The 
Bank knows that some of the herders involved in the Complaint have used the Company’s 
grievance mechanism, which supports the position that the herders are aware of the 
mechanism.  The Bank has checked that the Company follows logged grievances until the 
issue is considered resolved.  In addition to the grievance mechanism and the compensation 
provided for the Phase II project, Energy Resources works with the herders to provide on-
going support for their traditional livelihood, through provision of hay and fodder to help 
herders through the Mongolian winter, and provides practical support to maintain water 
supply throughout the year.  
 
 
Specific points raised 
 
These comments are primarily aimed at the allegations in the amended complaint.  In many 
cases, we are not aware of any supporting evidence regarding the allegations, so it will be 
important for the EA to qualify such statements or assumptions. 
 
• Section I, C, 1. Health and safety impacts.  It is stated that increased dust is adversely 

affecting the health of the complainants and that this has caused an increase in 
respiratory illnesses, such as bronchitis in Khanbogd.  We are not aware of any studies 
linking increased dust in the area, or associated with this project, with adverse health 
impacts of humans or animals, nor are we aware of any studies recording increases in 
respiratory illness.  We note that this section of the Additional Complaint clearly states 
that doctors in Khanbogd do not have the capacity to monitor or address dust related 
health issues.  
 

• Section I, C, 2, Livelihood and economic impacts. Our understanding is that numbers of 
livestock and herd size have generally increased in the region, so we are not clear on the 
source of the statement that there has been a documented decline in numbers and quality 
of livestock. A recent veterinarian study (we believe to be released in the near future) 
found no linkage between the poor health of livestock and dust or any other aspect of the 
project.  The ER project is in fact involved in numerous programs with the local herders, 
including the provision and distribution of fodder. 

 
Responses to Allegations of Non-Compliance 
 
The following responses comment on points largely raised in the amended complaint.  The 
information presented below is presented to provide some context to the issue and additional 
information on those issues.    
 
1. Allegations of inadequate Health and safety measures 
 
The ESIA for the Energy Resources project was prepared for public comment and is available 
through the link on the EBRD and through the ER web pages.  As shown in the ESIA, the 
issues related to the identification, assessment, management and mitigation of dust, and 
associated possible health impacts are covered in the following sections of the report: 
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• Section 3.2 covering a description of the project components; 

 
• Section 3.12 covering analysis of alternatives, including rail versus road 

transportation; 
• Section 4.2, specifically on dust suppression standards and 4.6 on air quality; 

 
• Section 5.1 on baseline conditions in the area, including air quality and traffic; 

 
• Section 5.2 covering Community Health, Safety and Security; and, 

 
• Sections 6.2.3, 6.2.8, and 6.3.5 covering the potential impacts related to air quality, 

traffic and community health and safety, and the associated mitigation measures. 
 
Further, it should be pointed out that when ER used the unpaved existing national road for 
transportation of coal, they were not the only user, nor were they the majority user (typically 
ER traffic was about 30% of overall traffic).  Lastly, it should be stressed that ER constructed 
a paved road and since construction of this road (completed in 2011) have made a 
representation that they confined all of their export traffic to this road.  Others companies, 
however, have continued to use tracks along the newly paved road in order to avoid paying a 
nominal toll or having to comply with maximum loads allowable on the paved road.   This is 
not something that ER has any authority to change, apart from repeated communications with 
the relevant transport authorities. 
 
2. Adequacy of measures to prevent, mitigate and compensate for the physical and 
economic displacement  
 
The complaint alleges that the project failed to (a) implement adequate dust pollution and 
road safety measures, (b) mitigate pasture fragmentation, and (c) properly identify all 
physically or economically displaced complainants and provide adequate compensation or 
resettlement. 
 
Planning surrounding the South Gobi transportation network is complex  and prone to 
constant changes.  The original project approved included a railroad connection to the 
Chinese border.  The Government of Mongolia later changed their position and did not allow 
construction of a rail link at that time.  The ESIA, SEP and RAP developed at that initial 
stage were fit for the purpose of that initial project design.  
 
Rapid material changes and the need for ER to quickly adapt to new constraints, have at 
times, created some gaps between the original ESIA package and implementation; however, 
the ESIA had equipped the project with the required tools and processes to identify, assess 
and manage new impacts or impacts of increased magnitude, such as the air pollution and 
road safety issues coming from the interim use of the unpaved road. 
Sections of the ER ESIA that cover dust related issues are mentioned in item 1 above.  
Potential road safety impacts and mitigation measures are discussed in the following sections 
of the ER Phase II ESIA: 
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• 5.1.8 Traffic[1] 
 

• 5.2.5. Community Health, Safety and Security 
 

• 6.2.8.1 Traffic Impacts to Community Safety 
 

• 6.3.5.1 Community Health Impacts (Construction Phase) - Safety Risks from Traffic 
 

• 6.3.5.3 Mitigation Measures - Injury and Death from Traffic Accidents 
 

• 7.0 Cumulative Impact Assessment 
 

The national road in this area that was used by ER and many other local companies to 
transport coal to the Chinese border was a pre-existing route that could not be changed by the 
project.  When the anticipated railroad project was dropped (or delayed), ER implemented the 
most significant and effective regional mitigation measure possible, that was to pave the 
road.  While the resulting pasture fragmentation was pre-existing (although exacerbated by 
project traffic), loss of access to wells or pastures was remediated based on discussions with 
herders about their livelihoods and economic displacement impacts, and converted into 
various compensation measures aimed at mitigating the consequences of 
fragmentation.  Where the road cut off winter camps from wells, new wells were provided by 
ER without delay. 
In summary, ER promptly undertook the process to identify risks for potentially impacted 
herders, consulted with them, and defined entitlements and compensation measures on a case-
by-case basis. ER provided EBRD with a report about this process after the fact and while 
there were some gaps, the EBRD social experts/lender consultants deemed it an appropriate 
basis to handle displacement impacts from the paved road.  Detailed information about the 
affected herder households and their impacted assets was included in that report, and even 
though it was written after the construction it showed that the process followed by ER prior to 
building the road was adequate. 
 
3. Alleged failure to consult with affected complainants 
 
The complaint alleges that information about potential impacts was not disclosed and 
therefore the associated public consultation was not adequate. 
 
Sections of the ESIA pertaining to the identification, assessment, management and mitigation 
of potential impacts are reference in item 1 above.  We believe these sections present an 
adequate coverage of the issues.  In terms of the consultation, this is described in the ESIA 
Section 2.4 covering the time period 2008 and 2009.   Over this time period numerous 
meetings were held with approximately 2,000 local people in attendance.   Several of these 
meetings were observed by Bank personnel.  The ESIA provides information on these 
                                                      
[1] “In response to the environmental, health and safety issues relating to the existing coal haul road, ER 
conducted further investigations along the coal haul road to assess road conditions (including traffic safety and 
road quality), road repair activities and temporary worker camp sites. Based on these investigations, an 
environmental protection plan was developed and implemented to manage coal road maintenance activities. 
According to this environmental protection plan, road repair, dust maintenance, and traffic safety activities were 
conducted in 2008 and 2009 to immediately respond to the negative impacts of the existing coal haul road.” 
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meetings including number of people in attendance, topics covered.  The ESIA also outlines 
access to information above and beyond the ESIA in terms of context and where the 
information is available.  We know that ER continues dialogue with local people formally 
and informally, through periodic meetings and constant outreach of their community liaison 
officer.  The ESD team has been present in community meetings in Khanbogd where local 
people praised ER for their comprehensive outreach and the fact that ER always informs 
them of what they are doing, before they start an activity.  We believe that the public 
consultation on the ER project was and is continuing in a meaningful way, consistent with 
EBRD requirements. 
 
4. Alleged failure to prevent or mitigate adverse impacts on complainants’ culture and 
tradition 
 
The complaint alleges that the local herders should have been classified as indigenous people 
and therefore the provisions of PR 7 should have been applied.  EBRD does not agree with 
this position.  The ER ESIA provides the following assessment in line with EBRD’s PR7 
(p.5.101): 

 
“Indigenous People 
 
ADB, IFC and EBRD policy requirements on indigenous peoples have been deemed to 
not apply to this Project. This is based on the fact that residents in the Project area of 
influence are not considered indigenous people or ethnic minorities. The ethnic 
composition of Tsogttsetsii soum is representative of the general composition of 
Mongolia. Almost all residents of Mongolia are ethnic Mongol, of whom over 95% are 
ethnically Khalkha and the remainder are of other Mongol ethnicities. In Umnogovi 
aimag, over 99.8% of the resident population is Mongol. 
 
Of those surveyed for the Phase I ESIA in October – November of 2008, 85.7% of 
respondents were original residents in the soum. There is no evidence of ethnic 
discrimination amongst existing residents of the area, ethnically separate communities, or 
the presence of minority groups (such as Kazakhs) which might require special 
protection. 
 
Khalkha people comprise of nearly 100% of ethnic groups in Umnogovi aimag. In 2000, 
46,795 people were of the Khalkha ethnicity and 63 people (less than 0.1 percent) were 
of other ethnic groups of Durvud, Torguud, Urianhai, Zahchin and Oold. A survey 
conducted to gain insight on the attitudes of Khalka people toward other minority ethnic 
groups determined that there were no significant differences or tensions between 
Khalkha people and other ethnic minorities in Umnogovi aimag95. Given the equitable 
levels of social outcomes among ethnic minorities, no indigenous people’s development 
plan or special actions in favour of any particular group are considered necessary for this 
Project.” 

 
With regards to local culture and tradition, the ER Phase II ESIA appropriately notes the 
following in its Cumulative Impacts section (pp 7.8 – 7.9): 

 
“7.2.3.1 Risks to Traditional Livelihoods 
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The scale of the various opportunities, and the associated infrastructure requirements, 
will inevitably lead to economic displacement and resettlement of herders. If this is 
poorly managed, then additional pressures will be placed on existing grazing areas, 
leading to reduced herder margins and pressure to abandon herding as an income source. 
If this is accompanied by large scale pasture degradation, these pressures will increase. 
 
In addition, if herders perceive that life as a mine worker, or as part of an influx 
population, is preferable to herding, then they will likely migrate to towns and abandon 
herding. Should this occur on a small scale, it would have the likely effect of balancing 
against increased grazing. However, if large wage disparities and significant pasture 
degradation lead to many herders abandoning herding, then this could lead to a 
permanent and major impact on the culture of the region. 
 
7.2.3.2 Opportunities for Traditional Livelihoods 
 
Conversely, if the mining industry takes action to support herder livelihoods, then it 
presents a considerable opportunity to strengthen an already endangered livelihood. This 
could occur by creating employment for young people, such that they are encouraged to 
stay in the region, rather than migrate to Ulaanbaatar, adding diversity to their family’s 
livelihood and income, without encouraging the entire family to abandon herding. 
 
New mining infrastructure, especially improved transport and communication links, hold 
the potential to expand marketing options for herders. This could include the sale of 
cashmere, milk products and higher value meats to new markets, or more directly to 
consumers. Also, with a larger resident population and significant food demands at mine 
camps, there will be a new market for traditional herder products. 
To access these market opportunities, herders will need support for the transition in 
market demand and quality standards. Efforts such as the EBRD’s TAM/BAS8 
programme’s support at Tsogttsetsii, including studies to create an accredited slaughter 
house for local animals, are part of this solution. These solutions need to be developed to 
a point that they address health & safety concerns at mine sites. If this is achieved, then 
local sourcing by mines, especially of meat and milk products, could play an important 
role in strengthening traditional livelihoods and securing herding as a living form of 
cultural heritage.” 

 
While we do not consider the herders as Indigenous People, we do appreciate that many 
could be considered as vulnerable, and this is handled in line with requirements for social 
assessment (PR1), resettlement (PR5) and stakeholder engagement (PR10).  We believe that 
the ER ESIA has adequately addressed this situation, and that the actions of ER do in fact 
respect and protect local culture and traditions. 
 
Conclusion 
 
The team has worked closely with OT and ER over the past several years, making numerous 
visits to both sites, visiting with local and regional authorities, meeting with herders, 
participating in local meetings and driving the many unpaved roads throughout the region and 
it is believed that EBRD fully complied with the ESP.  EBRD has done everything that is 
reasonably expected to ensure compliance with Performance Requirements by the Clients, 
and not much more could be reasonably done to improve the herders’ livelihoods. While it is 
recognised that creation of dust from traffic can certainly be considered a nuisance, published 
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data indicate that amounts of dust decrease exponentially away from the road, and that 
amounts of respirable dust (that is the fraction of dust that can make it into the lungs) 
represent only a small fraction (about 15% of the total) of the dust liberated by traffic on a 
dirt road.  We are not aware of any results linking dust caused by these projects to health 
issues in humans or animals.  
 
It would not be possible to build a road in this area that does not cross pastureland; however, 
it should be stressed that neither project has constructed a road within 500m of a herder’s 
winter shelter.  
 
Both projects also have comprehensive active grievance mechanisms that allow affected 
people to raise complaints. The project team has actively reviewed these systems and confirm 
that they are fit for purpose. 
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