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July 18th 2013
Mr. John N. Middleton
International Finance Corporation
Team Leader – Oil, Gas, Mining & Chemicals
Environment and Social Development Department
2121 Pennsylvania Ave., NW
Washington D.C. 20433
RE:

Disclosure of the Oyu Tolgoi Construction Phase Environment, Social, Health and
Safety April 2013 Audit Report by the Independent Environmental and Social
Consultant

Dear John,
In August 2010, the International Finance Corporation (IFC), acting as Lead Environmental and
Social Agent for a group of lending institutions (“the Senior Lenders”), engaged Environmental
Resources Management (ERM) as the Independent Environmental and Social Consultant (IESC)
on the proposed Oyu Tolgoi copper/gold mine in Mongolia (“the Project”). This letter seeks to
briefly outline the IESC process since 2010 and site specific assessments undertaken by the IESC
to date, with a specific focus on the most recent site Audit (conducted in April 2013).

1.

IESC PROCESS TO ESIA DISCLOSURE

ERM’s primary mandate in the IESC role was to support the Senior Lenders in assessing that
the Project and related Project documents met with various Senior Lender Environmental and
Social Standards (“E&S Standards”). This document review included the Project’s
Environmental and Social Impact Assessment (the “ESIA”) and Construction Phase
Environmental and Social Management Plans (the “ESMPs”). ERM was working as an
independent reviewer under the direction of the IFC, the European Bank for Reconstruction
and Development (EBRD), Export Development Canada (EDC), Export-Import Bank of the
United States (US EXIM), Export Finance and Insurance Corporation (EFIC), the Multi-lateral
Guarantee Agency (MIGA), Standard Chartered Bank (SC) and BNP-Paribas (collectively, the
“Senior Lenders”). The review process conducted between August 2010 and disclosure of the
ESIA in August 2012 was a phased approach to due diligence. The following key activities were
conducted:
•

Review of multiple drafts of the ESIA, and Construction Phase ESMPs with comments on
document gaps provided to the Project ESIA team for subsequent revisions;

•

Participation in teleconferences and in-person workshops between key parties to discuss
outstanding issues highlighted in document reviews and to determine specific actions
required for issue closure;

•

Completion of one site familiarization visit in September 2010, where ERM, along with
representatives from the Senior Lender group, conducted a site visit at both the Project
offices in Ulaanbaatar and the Project site;

•

Completion of five site visits to review onsite construction activities relative to Project
procedures and Good International Industry Practice (see further details below);

•

Review of Environmental and Social Action Plan (ESAP) items such as the draft
Pastureland Management Plan, Mine Closure Plan, and Transmission Line to Khanbogd
Soum and Oyu Tolgoi to Gashuun-Sukhait Diversion Road Appraisals, with comments on
document gaps, provided to the Project team for subsequent revisions.

ERM undertook this review on the basis that the Project is characterized as Category A, per the
IFC’s and EBRD’s screening criteria and Equator Principles process. ERM’s review focused on
determining the degree to which the Project documentation was in substantive conformance
with Standards of the Senior Lenders (the list of Senior Lender E&S Standards is included as
Appendix B of the enclosed Audit report). Upon reviewing the ESIA and Construction Phase
ESMPs, and conducting site visits (discussed below), ERM confirmed that the Project
documentation (including the ESAP which lists time-bound future commitments) met the
standards of the Senior Lenders and this was subsequently disclosed on 20 August 2012.

2.

IESC PROCESS SINCE DISCLOSURE

2.1

Site Specific Assessments

Once the ESIA and ESAP had been disclosed in August 2012, the IESC review focused on
assessing whether Operations Phase ESMPs (“OESMPs”) also met the E&S Standards of the
Senior Lenders.
As part of our mandate as the IESC, ERM also undertook two site-based ‘risk assessments’ and
two site audits to examine the Environmental, Social, and Health and Safety (ESHS) aspects of
Construction Phase activities. The following site visits were conducted:
•

Two risk assessment visits to the Project site to assess Construction Phase activities in June
and December 2011; and an ESHS Audit in June 2012. These visits documented ESHS risks
and performance and tracked progress towards the Project’s improvement in internal ESHS
processes and risk mitigation during ESIA development.

•

A Construction Phase ESHS Audit in September 2012, which assessed construction
activities’ conformance with final commitments set out in the Project’s ESMPs as disclosed
in August 2012.

•

A Construction Phase ESHS Audit in April 2013, which assessed, Operations Phase system
readiness in the context of the OESMPs, commitments contained in the ESAP and
Biodiversity Action Plan as well as progress in response to the September 2012 nonconformance findings.

It is expected that the April 2013 Audit is the last monitoring event to take place prior to the
start of commercial production. As a result, and as directed by the Lenders, the IESC is
releasing the attached Oyu Tolgoi Construction Phase April 2013 ESHS Audit Report.

The role of the IESC was to support the Senior Lenders in assessing that the Project and related
Project documents met Senior Lender E&S Standards. The criteria for the Project’s ongoing
performance during operations will be set out in revised Terms of Reference which define
conformance requirements as:
Conformance with the Environmental & Social Requirements, which will include:
•

All Environmental Permits;

•

All applicable Environmental and Social Laws;

•

The ESMPs; and

•

Applicable Senior Lenders’ Environmental and Social Standards.

In future the Project must comply with the above, as well as the ESAP and Biodiversity Action
Plan, which sets out time bound commitments by the Project necessary to achieve conformance.
Conformance with the Environmental and Social Requirements and the terms of the ESAP will
be subject to regular external monitoring by an IESC.
In the spirit of transparency, Oyu Tolgoi and the Lender group have voluntarily chosen to
make the attached report public.
Any questions or comments relating to ERM’s work as the IESC should be addressed to Dr.
Caleb Wall and/or directed to IFC. Questions about the Project should be directed to the Oyu
Tolgoi Project, who can be contacted at online@ot.mn.

Sincerely,
Environmental Resources Management

Caleb Wall, PhD
Partner-in-Charge

European Bank for Reconstruction and
Development
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Prepared For:
International Finance Corporation
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DEFINITION OF KEY TERMS

Term

Definition

Aimag

Province

Bagh

Sub-district of a Soum

BAP

Biodiversity Action Plan, which was agreed between the
Senior Lenders and the Project and was originally disclosed
in August 2012 as part of the Environmental and Social
Impact Assessment (ESIA) Section C6 (Table 6.12) and
subsequently updated and approved by Senior Lenders as of
February 1st 2013. The BAP is a living document, to be
updated as needed subject to Senior Lender approval.
The version applied for this Audit was the February 1st 2013
version.

Biodiversity Partners

The Project has retained internationally recognized
biodiversity experts to provide independent biodiversity
expertise and support to the Project. These experts are from
Global Biodiversity Conservation (GBC) and referred to as
the “Biodiversity Partners”.

BMP

Biodiversity Management Plan, covering the Operations
Phase

CHSS

Community, Health, Safety & Security

CIS

Catering International and Services

COD

Chemical Oxygen Demand

CSP MS

Communities and Social Performance Management System

DEIA

Detailed Environment Impact Assessment

EBRD

European Bank for Reconstruction and Development

EFIC

Export Finance and Insurance Corporation (Australia’s
export credit agency)

E&S Requirements

Environmental and Social Requirements refers to material
environmental permits; environmental and social laws; the
Environmental and Social Management Plans (ESMPs); and
applicable Senior Lender Environmental and Social
Standards.

ERM

Environmental Resources Management

ESAP

Environmental and Social Action Plan

ESHS

Environmental, Social, Health & Safety

ESIA

Environmental and Social Impact Assessment

ESMPs

Environmental and Social Management Plans

EU

European Union

ERM
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GBC

Global Biodiversity Conservation

ger

Mongolian Traditional dwelling often known as a yurt

GIIP

Good International Industry Practice. Defined as the exercise
of professional skill, diligence, prudence and foresight that
would be reasonably expected from skilled and experienced
professionals engaged in the same type of undertaking under
the same or similar circumstances globally.

HR

Human Resources

HSE

Health, Safety, and Environment

HSE MS

Health, Safety, and Environment Management System

IESC

Independent Environmental and Social Consultant

IFC

International Finance Corporation

ktpd

kilotonnes per day

km

kilometers

LAGs

Local advisory groups

LDP

Land Disturbance Permit

Senior Lenders

For the purposes of this Audit report “Senior Lenders” are
the International Finance Corporation (IFC), the European
Bank for Reconstruction and Development (EBRD), Export
Development Canada (EDC), Export-Import Bank of the
United States (US EXIM), Export Finance and Insurance
Corporation (EFIC), Multilateral Investment Guarantee
Agency (MIGA), Standard Chartered Bank (SC) and BNP
Paribas.

MLA

Mine License Area

MNS

Mongolian National Standard

MOC

Management of Change

MSDS

Material Safety Data Sheets

NAF

Non Acid Forming

NOx

Nitrogen Oxides

OESMPs

Operational Environmental and Social Management Plans

OT

Oyu Tolgoi

OT-GS

Oyu Tolgoi-Gashuun-Sukhait

OT-KB

Oyu Tolgoi-Khanbogd

PAF

Potentially Acid Forming

PMP

Pastureland Management Program

PR

Performance Requirement (EBRD)

PS

Performance Standard (IFC)

RDSP

Regional Development and Social Performance

ERM
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SAG

Semi-Autogenous Grinding

Soum

Second level administrative sub-division

SOx

Sulfur Oxides

The Project

Oyu Tolgoi Mine in Mongolia

TSP

Total Suspended Particles

WCS

Wildlife Conservation Society

WRD

Waste Rock Dump

WTI

Western Transportation Institute

WWTP

Wastewater Treatment Plant

ERM
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1.

INTRODUCTION

In August 2010, the International Finance Corporation (IFC), acting as Environmental,
Social Health and Safety Agent for a group of lending institutions (“Senior Lenders”),
engaged Environmental Resources Management (ERM) as the Independent
Environmental and Social Consultant (IESC) on the proposed Oyu Tolgoi (OT)
copper/gold mine in the southern Gobi region of Mongolia (“the Project”).
This report provides a summary of key findings and recommendations of a
Construction Phase Environmental, Social and Health & Safety (ESHS) Audit (hereafter
“Audit”) of the Project, which took place in April 2013. As part of our mandate as the
IESC, ERM undertook two site-based “risk assessments” (June and December 2011) and
one site Audit to examine ESHS aspects of Construction Phase activities (June 2012).
The Project’s Final Environmental and Social Impact Assessment (ESIA) was publically
disclosed in August 2012. Post disclosure, ERM conducted a Construction Phase ESHS
Audit in September 2012 together with the April 2013 Audit described herein.
The Audit Team consisted of the following individuals, all of ERM: Caleb Wall (ERM
Partner), Dana Strength (Environmental Lead), Reisha Hartley (Social Lead), Julia Tims
(Biodiversity Lead), and Russell Powell (Health and Safety Lead). The Audit lasted for
eight days, of which four days were spent at the Project site and four days in Ulaanbaatar.
The Audit involved field work, site visits, interviews with internal and external
stakeholders, and a document review. The Audit Team was accompanied on the Project
site visit by a representative of Export Finance and Insurance Corporation (EFIC).
ERM conducted this Audit to review Construction Phase activities relative to
commitments in the Construction Phase Environmental and Social Management Plans
(ESMPs). The ESMPs are part of the Project’s ESIA, publically disclosed in August 2012.
The Audit team also reviewed the Project’s progress relative to commitments outlined
in the Environmental and Social Action Plan (ESAP). Where relevant, mitigations set
out in Section C of the ESIA, the Biodiversity Action Plan (BAP) 1, the Senior Lenders’
Environmental and Social (E&S) Standards were assessed. Together these elements
form the foundation of the Project’s Environmental and Social Requirements (E&S
Requirements) 2. The complete scope of the Audit is outlined in Section 1.2.

1

The BAP, an action plan agreed between Senior Lenders and the Project, was originally disclosed in
August 2012 as part of the ESIA Section C6 (Table 6.12 pp. 63-69); this has been subsequently updated and
approved by Senior Lenders as of February 1st 2013. The BAP is a living document and is subject to regular
updates as approved by the Senior Lenders.
2

Environmental and Social Requirements refers to material environmental permits; environmental and
social laws; the ESMPs; and applicable Senior Lenders’ Environmental and Social Standards.

ERM
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Based on ERM’s review of the ESMPs and other specific aspects, we have identified
various areas where Project ESHS performance is in various states of non-conformance
with the ESMPs, ESAP and/or BAP. These non-conformances are set out in the report
below. Despite these non-conformances, ERM has not identified in this Audit any
material and substantive non-compliances with Senior Lenders’ E&S Standards 3. In this
report, ERM also identifies instances where Project activities deviate from Good
International Industry Practice (GIIP) 4, and provides associated recommendations;
however, it is important to note that findings based solely on comparison to GIIP do not
constitute non-conformance with the ESMPs, ESAP, or BAP. As such, the GIIP
recommendations in this report are recommendations of the IESC and not necessarily
requirements that the Project must meet.

1.1

PROJECT STATUS
The Project is located in the Aimag of Omnogovi, in the South Gobi region of Mongolia.
There are a series of copper, gold, silver and molybdenum deposits that are being
developed by the Project. The property is approximately 550 kilometers (km) south of
the capital city, Ulaanbaatar, and 80 km north of the Mongolia-China border.
The following description relates to key aspects of the Project and the status of
development at the time of the Audit.
The deposits are to be mined by a combination of open pit and underground
operations, with ore processed through a 100 kilotonne per day (ktpd) concentrator. The
Project will continue to study expansion options and a proposal to expand the
concentrator may be considered in the future. At the end of Q1 2013, the open pit mine
and the concentrator, as well as shaft #1 and surface works of shaft #2 of the
underground mine, were substantially complete. Commercial production from the
concentrator, initially fed primarily by the open pit, is anticipated to commence in 2013.
Production and stockpiling of ore from the open pit started during the second quarter
of 2012. Development of the underground mine will continue in parallel with
production from the open pit mine. Underground production is expected to commence
from the block cave from 2016 onwards. The open pit mine is a conventional truck and
shovel operation, which will operate 24 hours per day based on two 12-hour working

3

Senior Lenders’ E&S Standards primarily refers to the IFC Performance Standards (PS); the European
Bank for Reconstruction and Development (EBRD) Performance Requirements (PR); the Equator Principles;
and pertinent European Union (EU) Environmental Directives. See Appendix B for further details.
4

Good International Industry Practice (GIIP) is defined in the IFC General EHS Guidelines as the exercise
of professional skill, diligence, prudence and foresight that would be reasonably expected from skilled and
experienced professionals engaged in the same type of undertaking under the same or similar
circumstances globally.

ERM
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shifts. The Underground mine will be a block cave operation, to allow for the greatest
proportion of ore body to be extracted relative to waste rock.
The process design of the Project is based on concentration by conventional milling and
flotation/technology and proven equipment. The flow sheet contains primary crushing
with coarse ore stockpiling; Semi-Autogenous Grinding (SAG) and ball milling with
pebble crushing; rougher flotation; concentrate regrinding; and two stages of cleaning.
Final concentrate containing copper and gold is thickened and filtered, and the rougher
and cleaner scavenger tails are disposed of in a tailings impoundment facility. The initial
concentrator design is based on processing ore at a rate of 35 million tonnes per year
(nominally 100,000 tonnes per day). The filtered concentrate will be bagged for transport
and trucked to the Gashuun Sukhait / Ganqimaodao border crossing with China.
As at end Q1 2013, the remaining Project construction included the completion of the
Hugo North Lift One Underground Mine, as well as related concentrator modifications
and infrastructure to sustain operations at 100ktpd as the Underground mine expands,
comprising:
•

Remaining sinking of shaft #2;

•

The construction, including sinking, of shafts #3 to #5;

•

Underground crushing and ore handling systems;

•

Surface conveyors linking shafts #2 and #3 to the coarse ore stockpile;

•

Underground lateral development of the Hugo North Lift One ore body;

•

Construction of the block cave infrastructure;

•

Related surface infrastructure to support the development of the Hugo North
Lift One Underground Mine; and

•

The Undai River Diversion outside of the Mine License Area (MLA).

As part of a further expansion program, the Project may consider the potential
development of a coal-fired Project Power Plant and the expansion of the concentrator’s
capacity above 100ktpd, but no decision has been made at this time. These items would
also be subject to further environmental and social impact assessment as established in
the ESAP.

1.2

SCOPE OF WORK
As the IESC, ERM conducted its work based on the 2010 IESC Terms of Reference. This
ToR, along with additional IESC due diligence scopes of work required during the prefinance period, have together comprised the independent ESIA verification and ESHS
compliance monitoring during the Project’s Construction period. The purpose of this
ERM
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ESHS Audit is to provide an additional level of transparency to the implementation of
the ESMP and ESAP.
Specifically, ERM conducted this Audit relative to commitments in the ESMPs, ESAP
and BAP. Where relevant, a broader view of mitigations set out in Section C of the ESIA
and the Senior Lenders’ E&S Standards were also assessed; however, the ESMPs, ESAP
and BAP remained the primary basis for establishing conformance with Project
commitments and requirements.
The Audit in April 2013 was expected to provide an informed opinion on both the
progress and performance of the Construction period. The scope of the Audit, as
discussed (April 19th 2013) and agreed with Senior Lenders, included the following:

ERM

•

Identification of areas and degrees of conformance or material non-conformance
with the disclosed commitments in the ESMPs, ESAP, and BAP;

•

Specific review of performance against existing commitments related to the
Undai Diversion as set out in ESIA Section C, Construction Phase ESMPs, and
publically stated commitments;

•

Meeting jointly with the Project’s management team and relevant third parties
to review the Project’s progress with respect to the ESAP requirements and
operational performance, including the BAP;

•

Review of internal procedures relative to the Projects internal monitoring of
ESHS performance, including ESHS monitoring readiness for the operations
period;

•

Follow-up and closure of outstanding non-conformance items from the
September 2012 Audit;

•

Review of evidence, provided by the Project, of different aspects of community
attitudes towards the Project and Project stakeholder engagement efforts
including: (i) the company’s strategy, policy, and principles on community
engagement; (ii) the grievance mechanism; iii) stakeholder identification and
analysis; (iv) the quality of community engagement and information disclosure;
(v) quality of consultations including free, prior, and informed participation;
and (vi) inclusion of vulnerable groups; and

•

Preparation of a Report for Senior Lenders to be publicly disclosed in a timely
manner subsequent to the Audit (10 weeks after the site visit, see Section 2.3 for
further details on reporting).

4
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1.3

REPORT STRUCTURE
Subsequent sections of this report are organized as follows:
•

Section 2 – Approach and Methodology;

•

Section 3 – Non-Conformance Findings

•

Section 4 – Social and Environmental Assessment & Management System;

•

Section 5 – Labor and Working Conditions;

•

Section 6 – Pollution Prevention and Abatement;

•

Section 7 – Community Health, Safety and Security;

•

Section 8 – Land Acquisition and Involuntary Resettlement;

•

Section 9 – Biodiversity Conservation and Sustainable Natural Resource
Management;

•

Section 10 – Cultural Heritage; and

•

Section 11 – Stakeholder Engagement.

The findings of the review are presented in the form of observations and comments that
are generally described according to topics within each section. The findings are
summarized in the Non-Conformance Table 3-2 provided in Section 3.

1.4

DISCLAIMER
ERM, acting as IESC, has provided a snapshot, as of April 2013, of the Project’s state of
conformance with respect to its publically disclosed commitments as reflected in the
Construction phase ESMP and ESAP disclosed in August 2012, in addition to the BAP
(revised February 1st, 2013). At the time of the Audit, the final Operational Environmental
and Social Management Plans (OESMPs) remained to be finalized and disclosed and as
such the Audit does not seek to be a comprehensive assessment of conformance for the
Project. Instead, as set out in the scope of work (see Section 1.2), this Audit is a partial
review of those issues identified on prior visits as well as a review of the management
system as it existed at the time of review. It was not the remit of ERM, as IESC, to verify
or substantiate the statements made by interviewees or Project employees.
Unless otherwise indicated, ERM has not taken steps to verify or substantiate statements.
Due caution should therefore be attributed to all statements reported to have been made
by interviewees. In addition, ERM makes no representation as to the substance of
reported “perceptions” or “beliefs” of interviewees and notes that hearsay evidence
should not be treated as proof of any specific statement or concern expressed.

ERM
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2.0

APPROACH AND METHODOLOGY

The approach to the Audit combined standard ESHS auditing methods with
performance-based (i.e. outcomes-based) assessment of management systems.
The following tasks outline the specific methodology used for the Audit.

2.1

TASK 1: AUDIT PREPARATION
To establish consistent processes and prepare for the Audit, ERM undertook the three
activities as detailed below.

2.1.1

Task 1.1: Develop Audit Protocol & Procedure
ERM reviewed the scope of work relative to the April 2013 Audit and summarized the
scope items into an Audit Protocol. The Protocol served as a consistent way to capture
all items examined during the Audit. Contents of the protocol are outlined in Table 2.1.

Table 2-1:

Audit Protocol Content
Content Heading

Document Reference

Description

Specific reference to relevant documents (ESIA, ESMPs, ESAP, and
BAP)

Commitment

A description of specific or individual commitments

Commitment Category

Details the overarching category, such as water quality or waste

Conformance Status

Conformance or non-conformance with commitments contained in
ESMPs and ESAP (disclosed as of August 2012) as well as, the BAP

Observation

Observation notes made by subject matter experts, including
verification and conformance with commitments

Comments &

Comments and recommendations in order to address non-

Recommendations

conformance and/or enhance performance

ERM
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The Audit Protocol is based in part on a review of the non-conformance items from the
September 2012 Audit, as they relate to the Project’s commitments laid out in the
ESIA/ESMPs. The Protocol further captured all ESAP and BAP commitments. ERM
reviewed and, where necessary, updated the Audit Protocol based on prior experience,
and then identified areas where further verification was required.
Subsequent to the above, ERM requested evidence from the Project to verify
conformance with commitments (Appendix A – Document Request). This Document
Request was completed in an effort to streamline the in-field component of the Audit
and optimize observation time during the field work period. This Document Request was
sent to the Project on 2 April 2013.
The Audit Protocol further outlined the procedure for using the Material
Non-Conformance Risk Rating Table (see Table 2-2). The Material Non-Conformance Risk
Ranking has been established in the Project’s Construction Phase ESMPs (ESIA Section
D1 ESMP Framework) and as such was the risk rating used in this Audit. Therefore, the
Audit is measuring the Project against its own standards and commitments. It is
important to note that a non-conformance does not necessarily equate to a finding of noncompliance, the latter being the remit of the Senior Lenders to determine.

2.1.2

Task 1.2: Desktop Review
Once the relevant documents were received from the Project (Appendix A – Document
Request), ERM conducted a desktop exercise to start verifying conformance.
Conformance in this context does not mean completion of action items, but rather it
means that the Project is in conformance with commitments identified in the Project
Environmental and Social Requirements. The document review was guided by the
Document Request and the Audit Protocol developed in Task 1.1 (Section 2.1.1).

2.1.3

Task 1.3: Gaps Assessment
Following the desktop verification, ERM identified outstanding items which required
further assessment or verification during Task 2: Site Visit (Section 2.2). The identified
gaps included commitments that required verification through additional
documentation review, or required interviews and/or site observations.

ERM

7

OYU TOLGOI – APRIL 2013 AUDIT REPORT

Table 2-2:

Material Non-Conformance Risk Rating
Classification

Description

Action Required

Class IV

A critical non-conformance, materially
inconsistent with the Project Standards
or Management Plans, resulting in or
reasonably
likely
to
result
in
irreversible
impacts
to
sensitive
receptors or important resources or
significant damage or irreversible harm
or damage to an ecologically or socially
sensitive resource, or has the potential
for an extreme health and safety
incident.

Immediate corrective action or sitespecific attention required to correct
or to stop the on-going nonconformance and mitigate any effects
that have occurred, including
temporary work suspension where
necessary.

Class III

A material non-conformance materially
inconsistent with the Project Standards
or Management Plans, that has not
resulted in clearly identified impacts to
sensitive receptors or important
resources or material damage or
irreversible harm or damage to an
ecologically or socially sensitive
resource or have the potential for an
extreme health and safety incident, but
it is reasonably likely to have such
effects.

Corrective action or site-specific
attention required to correct or to
stop the on-going non-conformance
and/or to prevent the occurrence of
environmental and social impacts.

Class II

A material non-conformance with the
Project Standards or Management
Plans, but not reasonably likely to
result in impacts to sensitive receptors
or important resources or material
damage or irreversible harm or damage
to an ecologically or socially sensitive
resource or have the potential for an
extreme health and safety incident

Corrective or preventative action to
be taken, if required, to comply with
Project Standards or Management
Plans.

Class I

An incident not materially inconsistent
with the Project Standards or
Management Plans and not reasonably
likely to present a threat to the
environment, community or worker
health and safety.

Class I non-conformances (and any
actions taken to address them) will
be reported in the Project’s Annual
Monitoring Report.

ERM
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If potential impacts do not occur, the
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2.2

TASK 2: SITE VISIT
The focus of the site visit was to verify items in the Audit Protocol (Task 1.1) that were
not sufficiently addressed through the documents received by the Project prior to the
commencement of the field visit. A team of five auditors travelled to Mongolia and
undertook interviews and visited areas relevant to the Project. The site visit was carried
out over eight days as outlined in the following schedule (Table 2-3):

Table 2-3:

Audit Schedule
Date

Schedule Overview

Monday 22 April 2013

Safety Induction and Kick off Meetings in Ulaanbaatar;

Tuesday 23 April 2013

Travel to site, inductions and presentations by Project;

Wednesday 24 April 2013

Meetings at Site and in Field

Thursday 25 April 2013

Meetings at Site and in Field

Friday 26 April 2013

Meetings at Site and in Field, Closing meetings at site

Saturday 27 April 2013

Audit Team meetings and Preparation for Close out;

Sunday 28 April 2013

Preparation for close out meeting

Monday 29 April 2013

Closing Meetings with
Presentation of the Audit

Project

Staff

and

Summary

The ERM Team used the methods outlined in Table 2-4 to collect information during the
visit. ERM subsequently analyzed the information collected from the site visit using the
established Audit procedure. The findings were then entered into the Audit Protocol as
outlined in Task 1.
Table 2-4:

Technical Field Audit Methodology
Method

Description

Observations

The Audit Team undertook a site walk-through of key Project facilities,
as well as off-site areas that may reasonably be impacted. Namely:
•
•
•
•
•
•
•
•
•
•
•

ERM

The Project site within the MLA;
Construction camp accommodation facilities;
Underground Shaft # 1;
Hazardous chemical storage areas;
Fuel storage areas;
Contractor facilities;
Site of the Undai Diversion;
Biodiversity areas of interest;
Waste Management Facility;
Khanbogd Soum Centre; and
Camp health care facilities.
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Method

Description

External Interviews

The Audit Team undertook interviews with key stakeholders,
including:
• IFC Compliance Advisor Ombudsman;
• Khanbogd Soum Governor.

Internal Interviews

ERM held interviews with the following internal groups:
• Project Management, primarily internal personnel directly
responsible for the implementation of the Audit scope items;
• Relevant employees, to examine the occupational health and safety
inside the Project site;
• Community Relations staff; and
• The biodiversity specialist, who is responsible for the
implementation and management of the biodiversity-related items
of the ESAP and the BAP;

Debrief

At the conclusion of the site work, ERM verbally presented the
preliminary findings to key Project staff in Ulaanbaatar. This was a
high-level briefing with attention to the significant and critically
important issues.

A complete activity log, including all meetings and site visits conducted, is contained in
Appendix C – Activity Log.

2.3

TASK 3: REPORTING
ERM was tasked with developing a Report for public disclosure as part of its scope.
The following timeline was followed in order to allow for timely feedback from the
Senior Lenders and the Project.

ERM

•

1st Draft Report – 4 calendar weeks after completion of site visit;

•

Comments on 1st draft due – 6 calendar weeks after completion of site visit;

•

2nd Draft Report – 8 calendar weeks after completion of site visit;

•

Comments on 2nd draft due – 9 calendar weeks after completion of site visit;
and

•

Final Draft Report – 10 weeks after completion of the site visit.
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3.0

NON-CONFORMANCE FINDINGS

Table 3-1 provides a summary of metrics related to the Audit findings. This identifies
the total number of ESMP commitments and other specific commitments of the Project,
as well as the number of non-conformance findings over the past two IESC Audits.
“Non-conformance” is referenced with respect to Project commitments included in the
ESMPs, ESAP, and BAP, expanded, where relevant, to include a broader view of
mitigations set out in Section C of the ESIA and Senior Lenders’ E&S Standards.
The table is provided as an overview only, with specific non-conformance finding
information elaborated in Table 3-2 and Sections 4 to 11 of this Report.
Table 3-2 details all non-conformances identified during the April 2013 Audit, consistent
with those discussed in further detail in Section 4 to Section 11. The table also addresses
non-conformances from the September 2012 Audit, and identifies whether they were
seen to be open or closed as of the April 2013 Audit. The table has been structured to
provide a color-coding for non-conformances raised during the site visit, as well as
IESC observations for situations that could result in a non-conformance if they are left
unattended. The nomenclature of the color-coded categorizations is assigned based on
non-conformance classes as established in the ESIA (Section D1 ESMP Framework) and
outlined in Table 2-2.

ERM
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Table 3-1

Summary Metrics Table

Topsoil

Labor

Air Quality

Fuels & Petroleum

Noise & Vibration

Waste Management

Hazardous Materials

Emergency Preparedness
& Response

Transport Management

Community Health,
Safety & Security

Influx

Resettlement Action Plan

Fauna and Flora

Cultural Heritage

Stakeholder Engagement

Biodiversity Action Plan

Environmental & Social
Action Plan

Total

Other*

Water Management

Environmental & Social Management Plans

51

10

57

15

33

37

71

64

21

55

64

48

21

75

16

67

25

12

742

16

1

4

1

6

0

5

9

4

4

6

3

3

20

2

3

0

0

87

Sept. 2012 Non-conformances which remain
open as of April 2013***

7

0

1

1

0

0

4

2

0

2

4

1

1

17

0

3

0

0

43

New
Non-conformances
April 2013

1

0

0

0

0

0

1

0

0

0

1

0

0

0

0

0

12

6

21

8

0

1

1

0

5

2

0

2

5

1

1

17

0

3

12

6

64

Metric
Total Commitments
Non-conformances identified in Sept. 2012**

Total Open Non-conformances

identified

in

0

* The BAP and ESAP were not assessed during the September 2012 Audit, as per the Audit scope and agreement with Senior Lenders.
** Non-conformances were recorded in September 2012 against individual commitments
*** Non-conformances are displayed in-line with Table 3-2 below. This at times includes the non-conformance status of multiple commitments.

ERM
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Table 3-2
No.

Summary of Non-Conformance Issues

Site Visit

Document Ref.

Commitment

Observation

Class

Comments / Recommendations

Status

IFC PS1 and EBRD PR1 – Social and Environmental Assessment and Management Systems
1.01

1.02

1.03

ERM

April
2013

April
2013

Sept.
2012

ESAP – Item #3:
Operations
Phase
Environmental
and
Social
Management
Plans (OESMPs)

ESAP – Item #4:
Mine
Closure
Plan

ESIA Section C8
Population and
ESAP – Item #5
Worker
Housing
Development

ESAP requires that OT LLC shall
deliver the OESMPs and obtain
the required IESC confirmation at
least 60 days prior to the
“Commencement of Production”
(as defined in Section 16.7 of the
Investment
Agreement)
or
December 31, 2012, whichever
occurs first.

Draft OESMPs were only
provided to the Senior Lenders
and
the
IESC
during
December 2012,
with
final
documents posted in draft form
up until 31 December 2012. This
did not provide sufficient time
for IESC and Lender Review,
comments, and confirmation.

II

ESAP requires that OT LLC will
deliver to the IESC a Mine
Closure Plan prepared in
accordance with Applicable
Senior Lender Environmental
and Social Standards. The IESC
will confirm to OT LLC when it
is satisfied that Mine Closure
Plan is consistent in all material
respects with Applicable Senior
Lender
Environmental
and
Social Standards.

OT LLC delivered a Mine
Closure Plan to the IESC in
September 2012. The IESC
provided comments on the
Mine Closure Plan, which the
Project accepts.

I

ESIA Section C8 (Table 8.5, p.30)
“Speculative influx of economic inmigrants and a rising demand for
accommodation” is addressed
with the corresponding mitigation
measure
“Khanbogd-centered
housing for operations personnel”.
A Khanbogd–centered Integrated
Community Model is described as
the
management
plan
for
implementation of this item. IFC
PS1/EBRD
PR1
as
per
Environmental and Social Standards.

Previous Audits identified that
influx related impacts risked
not being managed due to
delays in finding a solution for
worker
housing.
Implementation of mitigation
measures is a core requirement
of IFC PS1 and EBRD PR1.

While the Project did not meet the
deadline set out in the ESAP, the Project
has been proactive in engaging with
Senior Lenders and the IESC in working
through comments on the OESMPs. As
of the time of Audit, near-final OESMPs
were with Senior Lenders and IESC for
final review and comment.

Open

Project is in line to gain IESC
confirmation of OESMPs prior to the
commencement of Production.
It is recommended that the ESAP
timeline for completion of the Mine
Closure Plan be amended to 2014, at
which time OT LLC will update the
Mine Closure Plan to include agreed
changes.

However, as the Mine Closure
Plan is a regulatory document,
it cannot be updated until 2014.

Open

OT
LLC
will
incorporate
comments made by the IESC into
the Mine Closure Plan during its
next scheduled update.

13

II

The Project represents that the model for
the worker housing development will be
a market- and government-driven
initiative. The Project needs to determine
and communicate to Senior Lenders the
Worker Housing Development ESIA
scope as necessitated by the ESAP. This
will need to include ESAP requirements
for possible impacts to biodiversity and
ecosystem services (e.g. herder wells)
associated with water supply, as well as
the need to address any potential
economic displacement.

Open
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No.

Site Visit

Document Ref.

Commitment

Observation

1.04

April
2013

ESAP – Item #7:
Pastureland
Management

ESAP (Item # 7) OT LLC shall
deliver to the IESC a Pastureland
Management Plan in accordance
with Applicable Senior Lender
Environmental
and
Social
Standards.
The
Pastureland
Management Plan is expected to:
(i) include Key Performance
Indicators
for
monitoring
effectiveness of implementation,
(ii) be developed in consultation
with
local
stakeholders,
community members, and the
specialists involved in the design
and implementation of the
Biodiversity Offsets Strategy and
(iii) have a design consistent
with the objectives of the
Biodiversity Offsets Strategy and
the BAP.

A
Draft
Pastureland
Management
Strategy
was
provided to the Senior Lenders
and IESC in December 2012 as
part of the OESMP update.
This did not provide sufficient
time for IESC and Lender
Review,
comments
and
confirmation
prior
to
December 31, 2012.

II

Comments / Recommendations
While the Project did not meet the
deadline set out in the ESAP, there has
been proactive engagement with Senior
Lenders and the IESC in revising the
Pastureland Management Strategy.
As of the time of Audit, a revised draft
Strategy was with the Senior Lenders
and IESC for review and comment.
The Project Biodiversity and Pastureland
Management Program (PMP) staff have
begun
initial
discussions
on
collaboration and aspects of this
collaboration are referenced in the
Strategy. The alignment of the
Biodiversity Offsets Strategy relative to
the Pastureland Management Strategy,
as required by the ESAP, remains to be
addressed by the Project.

Status

Open

It is recommended that the following is
undertaken: (i) the strategy is
thoroughly examined by the Project’s
Biodiversity Specialist to maintain
consistency with the Biodiversity
Offsets Strategy prior to finalization;
(ii) collaboration between PMP and
biodiversity staff is formalized (such as
the
establishment
of
a
taskforce/working
group);
and
(iii) adequate resourcing in both
departments is reviewed to ensure
effective joint implementation of the
strategy (such as the consideration of an
additional
vegetation
specialist
dedicated to work with the PMP staff).

The IESC will confirm to OT LLC
when it is satisfied that the
Pasture Management Plan is
consistent in all material respects
with Applicable Senior Lender
Environmental
and
Social
Standards.

ERM
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No.

Site Visit

Document Ref.

Commitment

Observation

1.05

April
2013

ESMP – Section
D1
(Management of
Change)

The Project did not provide
formal notification to the Senior
Lenders of the Undai Diversion
Management of Change (MOC)
procedure
as
per
D1
requirements.

The Undai Diversion has been
subject to a MOC procedure,
per requirements of the ESMP
Section D1. The Project has
established that the changes to
the Undai Diversion constitute
a Category 2 change.

In addition, the classification of
the change as a Category 2
change in the MOC procedure is
questionable. The introduction of
an “interim” diversion was not
envisaged in the ESMPs and as
such additional management
measures arguably constitute “a
material
amendment(s)
or
supplement(s) to the existing
Construction ESMPs.” (ESMP
D1, pp20). Such a change would
indicate that the MOC should
have been identified by the
Project as a Category 3 change.

1.06

ERM

April
2013

ESMP – Section
D1
(Management of
Change)

The MOC procedure, per ESMP
Section
D1,
require
that
Category 2 changes are agreed
between the Environmental and
Community Relations Managers
and the OSBL Manager (with
additional specialist consultation
as required) and then submitted
to the Chief Operating Officer for
approval. The Project has
established that the changes to
the Undai Diversion constitute a
Category 2 change. The Health,
Safety, and Environment (HSE)
Risk Assessment conducted as
part of the MOC procedure
identified two areas of potential

The Undai Diversion has been
subject to a MOC procedure,
per requirements of the ESMP
Section D1. The Project has
established that the changes to
the Undai Diversion constitute
a Category 2 change.
The HSE Risk Assessment
Process that was initiated as
part of the Category 2 MOC
procedure did not include
adequate representation of
biodiversity expertise in the risk
assessment process, nor did it
refer adequately to biodiversity
baseline and impact assessment
findings from the ESIA. This

15

Class
II

II

Comments / Recommendations

Status

The Project believes that formal
notification of Senior Lenders is not
applicable as final loan documentation
has not been signed. The IESC does not
offer a legal opinion on this matter, but
finds that the failure to provide formal
notification of this Category 2 change
goes against the spirit and principle of
MOC
procedures
as
publically
disclosed in the ESIA in August 2012.
Likewise, the IESC believes that there
are reasons why the MOC should have
been more properly identified by the
Project as a Category 3 change due to
the introduction of “a material
amendment(s) or supplement(s) to the
existing Construction ESMPs.” Had the
Category 2 notification process been
followed by the Project (which is
entitled to make its own determination
of the categorization of change) then the
MOC process would have allowed for
the Lenders to issue a “Notice of
Change” elevating this issue.
The HSE Risk Assessment conducted
for the Undai Diversion MOC
Procedure should re-examine key issues
of biodiversity. This risk assessment
should draw on specialist biodiversity
expertise as well as the baseline and
impact
assessment
information
presented in the ESIA.

Open

Open
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No.

1.07

Site Visit

Sept.
2012
April
2013

&

Document Ref.

Topsoil
Management
Plan (TSM05-f)

Commitment

Observation

impact to biodiversity that were
rated as being of “medium”
consequence and “possible”
likelihood. In the Rio Tinto HSE
Risk Assessment methodology a
“medium” consequence for offsite environmental impacts is
defined as “Near–source confined
and promptly reversible impact
(typically a shift)”. These findings
appear to be inconsistent with
the
baseline
and
impact
assessment
information
presented in the ESIA as
publically disclosed. In addition,
there was no biodiversity
specialist representation in the
risk assessment process.

potentially
leads
to
an
underestimation
of
the
biodiversity impacts from the
changes to design of the Undai
Diversion.

Topsoil
Management
Plan
commitment (TSM05-f) requires
long-term topsoil stockpiles to be
seeded to encourage topsoil
binding and reduce the potential
for wind and water erosion.

Currently no seeding and revegetation of large topsoil
stockpiles associated with the
open pit or with waste rock
dump development as required
by Project commitments.

Class

I

Comments / Recommendations

Status

The significant topsoil stockpiles
associated with open pit and waste rock
dump development are currently being
added to and as such cannot be seeded.
These significant topsoil stockpiles,
which will be important for eventual
rehabilitation and closure, will be
conditioned
and
seeded
when
practicable to minimize erosion.

Closed

The
Project
has
prepared
a
Benchmarking Water Efficiency at Oyu
Tolgoi against Comparable Mining Projects
Worldwide Report which provides
information on water efficiency efforts,
particularly during the Operations
Phase. The original observation was
intended to improve the accuracy and
presentation of gathered data in Project
internal reporting, such that this
information can be more clearly
conveyed to Project stakeholders.

Closed

Water Management
1.08

ERM

Sept.2012

Water
Resources
Management
Plan (WR01-a)

Water Resources Management
Plan
commitment
(WR01-a)
requires development of a
Construction
Phase
water
balance that will be used to
review
water
conservation
measures
and
provide
information for routine review of
water used during construction.

In the September 2012 Audit the
IESC
provided
recommendations to improve
the
reporting
of
water
conservation measures and
water
usage
during
the
Construction Phase of the
Project.
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No.

Site Visit

Document Ref.

Commitment

Observation

1.09

Sept.2012

Water
Resources
Management
Plan (WR02-b)

Water Resources Management
Plan commitment (WR02-b)
requires the Project to work with
the Government of Mongolia,
other water users (both private
and public), NGOs, and donors
to develop a sustainable model
for water use in the South Gobi
region of Mongolia.

The September 2012 Audit
noted
that
the
Project
participates in the Mongolian
Economic Forum to discuss
regional water issues, and that
some efforts were in progress to
increase regional coordination
with respect to water use and
conservation. However, these
efforts had yet to produce
tangible outcomes.

I

Water Resources Management
Plan
commitment
(WR02-c)
requires development of a
refined groundwater model to
verify that there are no users of
this groundwater within the
groundwater cone of depression
created by the open pit. If there
are any springs or wells then
mitigation measures are to be
developed to avoid or minimize
the impact to the local herders.

As of September 2012 a key
report entitled “Hydrogeological
Conditions Near the Mine Site”
was outstanding; this report was
completed in February 2013. The
report details natural subsurface
water level variation that has
occurred in the Undai River
catchments and associated subcatchments (western, central and
eastern). No flood events took
place in the Undai River, near the
mine site, between September
2010 and August 2012. As a result
gradual recession of static water
levels was observed, providing
supporting evidence of some
natural water level variation,
particularly
associated
with
below average rainfall in 2011.
However water levels continue to
decline in monitoring bores to the
west of the open pit and in the
vicinity of the Undai River. These
declines have been partially
attributed to expansion of the
open pit and associated impacts
to the Undai River alluvial
system.

III

1.10

ERM

Sept.
2012
April
2013

&

Water
Resources
Management
Plan (WR02-c)
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Class

Comments / Recommendations

Status

Efforts to satisfy this commitment have
progressed. As of late 2012 the Project is
an active participant in the Mongolian
Mining Industry Roundtable, which
convenes nine companies operating in
the South Gobi to address management
of water resources in the region. Further
the Project has formally expressed
support
for
the
Strengthening
Groundwater Management in Southern
Mongolia initiative piloted by AusAID,
the World Bank and the Water Resources
Group Mongolia Partnership.

Closed

A groundwater cone of depression has
been created by development of the
open
pit,
as
detailed
in
the
Hydrogeological Conditions Near the Mine
Site report. A mitigation for the loss of
the Bor Ovoo spring has been developed
via installment of the interim Bor Ovoo
replacement spring located just to the
south of the Mine Lease Area, within the
Undai channel. No impacts have been
realized in the next downgradient herder
water sources – Khukh Khad herder well
and spring, which are located
approximately 6 kilometers south of the
original Bor Ovoo spring. However, the
Project has not demonstrated that the
interim Bor Ovoo replacement spring is
an acceptable form of mitigation to the
loss of the original Bor Ovoo spring (as
required by WR16-a) with specific
shortcomings relative to its efficacy in
replicating the spring’s natural water
provision for wildlife.
The permanent Bor Ovoo replacement
spring cannot be constructed due to
permitting constraints. However the
interim replacement spring has been in
place for some time and currently
represents the mitigation to the loss of

Open
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No.

Site Visit

Document Ref.

Commitment

Observation

Class

Comments / Recommendations

Status

the original Bor Ovoo spring. As such, a
comparison should be made between
the original design of the Bor Ovoo
replacement spring (as detailed in the
SMEC Undai River Diversion – Final
Design report) and the interim Bor Ovoo
replacement spring to ensure that the
interim replacement is achieving the
same objectives, both as an ecosystem
service and as a resource for fauna.
1.11

Sept.
2012

Water
Resources
Management
Plan (WR05-b)

The
Water
Resources
Management Plan includes the
commitment (WR05-b) that all
temporary construction water
supply
boreholes
will
be
individually assessed prior to
use to confirm that their areas of
influence do not include any
existing springs/boreholes used
by third parties or wildlife.

Water levels in herder wells
(Khaliv and Shavagt-1) located
near the location of the new
airport
had
experienced
decreases in static water level as
of September 2012. Although
natural water level variations
have occurred in the area, these
specific decreases had been
potentially
attributed
to
extraction of water from the
OTCO2P
and
OTCO4P
temporary supply wells located
in the vicinity of the new
airport.

II

The Project has attributed declining
static water levels to the gradual filling
of these wells with fine grained
sediment,
negatively
impacting
infiltration
and
recharge
rates.
Significant clay thicknesses exist in the
water supply borehole logs. These thick
clay units serve as a low permeability
barrier to communication between
shallow waters exploited by herders
and the deeper waters targeted by the
supply wells. In addition the supply
wells are located at least 1 kilometer
away from the referenced herder wells,
making any direct impacts unlikely.
However, data have historically been
incorrectly recorded at the Shavagt-1 well
(prior to February 2010). This well has not
been rehabilitated, and water levels at this
herder well show a declining trend since
February 2010, as reflected in a graph of
static water levels for this well covering
the time period of 2004 - 2013. The IESC
was unable to verify that this herder well
had not been negatively impacted by the
temporary supply wells. The Project has
recommended inclusion of the Shavagt-1
in the well rehabilitation program as a
result of observed water level declines
subsequent to cessation of use of the
temporary supply wells and overall poor
condition of the Shavagt-1 well.

ERM
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1.12

Sept.
2012

Water
Resources
Management
Plan (WR05-c)

The
Waste
Resources
Management Plan includes the
commitment (WR05-c) that water
abstraction
required
during
construction of the Oyu Tolgoi to
Gashun Sukhait Road and Gunii
Khooloi pipeline shall be sourced
from aquifers that are deeper
than and hydraulically separate
from those used by herders.

As of September 2012, water
levels in herder wells (Sukhai,
Ovoo tsav, and Suurin Shavag)
located near the constructed
borefield pipeline within the
Gunii Khooloi groundwater
resource
had
experienced
decreases in static water level in
2011 relative to a control group
located farther away from the
pipeline. Water level decreases
were also observed in herder
wells along the Oyu TolgoiGashuun-Sukhait infrastructure
corridor
in
2011.
These
decreases were attributed to
climatic considerations (i.e. low
precipitation) but this could not
be verified.

II

As
of
September
2012,
monitoring of groundwater
levels at on-site wells indicated
a linkage between drawdowns
observed in Undai River
alluvial monitoring points and
abstraction from water supply
wells and pit dewatering. This
has been furthered evidenced in
recent monitoring data, which
reflect declining water levels
despite cessation of usage of
water supply wells located near
the open pit.

II

1.13

ERM

Sept.
2012
April
2013

&

Water
Resources
Management
Plan (WR05-e)

The Water Resources Management
Plan includes the commitment
(WR05-e) that monitoring of water
levels and abstraction rates at each
borehole
will
be
routinely
undertaken to ensure that water
levels and abstraction rates are as
anticipated. If water levels and/or
abstraction rates significantly
exceed anticipated levels, a reevaluation of the borehole will be
performed to determine if any
additional mitigation actions are
required.

19

Class

Comments / Recommendations
The Sukhai herder well was included in
the 2011 Well Rehabilitation Program to
improve its performance (i.e., to allow the
well to more efficiently recharge during
precipitation events). Static water level
data do show some recovery subsequent
to the rehabilitation, although current
water levels at this location are still below
historical norms. A long term gradual
decline in static water levels is evident at
Ovoo tsav, and this decline has been
attributed to siltation of the well. This
well has not been rehabilitated. Data
from the Suurin shavag well show an
increasing trend in response to increased
precipitation in 2012.

Status

Open

Documented declines in water levels at
the Sukhai and Ovoo tsav herder wells
should be further investigated to
conclusively demonstrate that these
herder wells have not been negatively
impacted by Project construction
activity. The IESC is unable to confirm
that all temporary construction water
supply boreholes have not influenced
existing herder wells, as some declining
trends are evident.
The
recently
prepared
“Hydrogeological Conditions Near the
Mine Site” report indicates that mineral
bores in the MLA are interconnecting
alluvial, weathered bedrock and
bedrock aquifers. Per the report
recommendation, the grouting of these
bores should be implemented as this
has been identified as a mitigation
measure in response to the observed
impact to Undai River alluvial
monitoring points (i.e., declining water
level trends).

Open
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1.14

April
2013

Water
Resources
Management
Plan (WR-05g,
WR-14a,
WR-15a), ESIA
Section D7

Project commitments from the
Water Resources Management
Plan
(WR05-g)
include
implementation of mitigation
measures in the event impacts to
Undai River subsurface alluvial
flows are realized. Similarly WR14
and
WR-15a
describe
implementation
of
final
engineering solutions to mitigate
potential impacts to the Undai
River alluvial system.

Water levels have declined in
monitoring wells located in the
vicinity of the Undai River to
the west and north of the open
pit
(wells
OTD
195,
OHLGBH-40, OTRC131, and
OTRC047). Some natural water
level variation has occurred,
particularly associated with
below average rainfall in 2011.
However, water level declines
in the referenced monitoring
points are partially attributed to
expansion of the open pit.

Class
III

Comments / Recommendations

Status

The Project has not been able to
implement the entirety of the planned
Undai River Diversion Project (final
engineering solution), which has been
delayed due to permitting constraints.
Current
permitting
prohibits
construction activity from occurring
outside of the MLA.
The construction of the Undai River
Partial Adjustment and Protection
Project within the MLA is in progress,
with subsurface alluvial flow from the
Undai River alluvial channel currently
pumped through the diversion channel
and discharged through an overland
hose to the Undai River alluvial surface,
at a location south of the MLA and just
north of the interim Bor Ovoo spring
mitigation location. Surface flows will
be diverted via a flood diversion
channel.

Open

In effect, the Undai River Partial
Adjustment and Protection Project
should route all subsurface and surface
Undai River flow around the zone of
influence of the open pit. However, this
item remains open as final engineering
solutions are not yet implementable
due
to
pending
permitting
considerations. In addition, the current
discharge of subsurface alluvial flow to
the surface (scheduled to discontinue
by September 2013) presents a risk of
losses to the system via evaporation,
and impacts to water quality (e.g.
salinization). These risks were not
assessed in the ESIA as the Undai River
Partial Adjustment and Protect Project
was not considered at the time of ESIA
preparation.

ERM
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1.15

Sept.
2012

Water
Resources
Management
Plan (WR-09d)

Project commitments from the
Water Resources Management
Plan include abandonment of
wells
that
indicate
crossconnectivity between shallow
and deep aquifers (WR09-d).

“Cascading” behavior has been
observed
in
exploration
boreholes CGHW4x6, GHW5x1,
GHW6x1, GHW14x1, GHEB-08
and
GHEB-02,
indicating
possible cross-connectivity of
aquifers at these locations in the
Gunii Khooloi borefield.

II

The
Water
Resources
Management Plan includes the
commitment
(WR10-a)
that
control of low-grade ore dumps
during the construction period
(from shaft #2) will be in line
with the methods outlined in the
Construction
Waste
Management Plan (Section D8).
The
Construction
Waste
Management Plan (Chapter D8
of the ESIA) states that rock from
construction of the underground
mine shafts will be stockpiled
and eventually fed into the ore
stream. However, the Project
currently sees this as unlikely,
and the highest beneficial use of
this material is projected to be as
fill for interior dikes or Zone F of
the tailings storage facility. Some
efforts have been made to
segregate
potentially
acidforming (PAF) and non-acidforming (NAF) at shaft #1,
although this is not occurring at
shaft #2.

As of September 2012 Interim
Segregation Criteria were in
part being used to distinguish
between
NAF
and
PAF
materials. Some of these criteria
included the use of visible
sulfides to distinguish between
these rock types, which in the
IESC’s opinion did not reflect a
precautionary approach to the
management of these materials.
Currently some efforts have
been made to segregate PAF
and NAF at shaft #1, although
this is not occurring at shaft #2.

III

1.16

ERM

Sept.
2012

Water
Resources
Management
Plan (WR10-a)

21

Class

Comments / Recommendations
The Project has not been able to
progress
abandonment
of
these
boreholes, as this work is pending
approval from the Khanbogd Soum
Governor. A working group was
established by the Khanbogd Soum
Governor in March 2013 to investigate
options for the abandonment of these
wells. See also WR05-e.
The shaft #1 and shaft #2 stockpiles are
located on naturally occurring clay, do
have perimeter containment bunds, and
are regularly checked for seepage (none
has been observed to date). It is
recommended that the shaft #2
stockpile be managed as PAF, and that
both shaft #1 and shaft #2 stockpile
materials be relocated to PAFappropriate zones of the Tailings
Storage Facility or the main PAF waste
rock dump. Additional confirmatory
sampling is also recommended based
on more detailed acid/base accounting
and Net Acid Generation (NAG)
testing.

Status

Open

Open
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1.17

Sept.
2012

Water
Management
Plan (WR10-b)

The
Water
Resources
Management Plan includes the
commitment (WR10-b) that a
cut-off wall will be installed
across
the
Undai
alluvial
channel, down gradient of the
Waste Rock Dump (WRD) which
will prevent any migration of
groundwater
through
the
alluvial sediments and cause it to
flow back to the open pit.
Additional monitoring wells will
also be installed along the rerouted
Undai
channel,
downstream of the seepage
collection pond, and down slope
of the southeast section of the
WRD to enable the Project to
monitor the effectiveness of the
cut-off wall and respond early to
address any seepage if this
passes past the cut-off wall.

As
of
September
2012
construction of the cut-off wall
had not yet been initiated.
However, the footprint of the
South Dump (which contains
PAF materials) had been
restricted to ensure no runoff or
seepage could reach the Undai
River channel.

The
Water
Resources
Management Plan includes the
commitment
(WR15-a)
that
detailed engineering solutions
are developed for the diversions
to ensure that they are robust
and sustainable, and will be
implemented to ensure that
surface water resources are not
degraded, but effectively pass
around the Project’s operations,
including the subsidence zone.

As
of
September
2012
construction of the Undai River
Diversion, as presented in the
OT Project Undai River Diversion
Detailed Design Report – Final
(Sept. 2011) could not progress
pending issuance of a Land Use
Permit,
which
allows
construction to occur outside of
the MLA.

1.18

ERM

Sept.
2012
April
2013

&

Water
Resources
Management
Plan (WR15-a)

22

Class
II

II

Comments / Recommendations
The referenced South Dam cut-off wall
is currently under construction and
projected for completion by late
summer 2013. Additional monitoring
wells have been installed at the
referenced locations to monitor the
effectiveness of the cut-off wall and to
detect any seepage that may occur. No
seepage or surface runoff has been
observed in the collection basin located
at the southern side of the WRD.

The Project has moved forward with a
revised Undai River Partial Adjustment
and Protection Project which includes
many of the same elements as the
original Undai River Diversion Detailed
Design Report, with the exception of
elements of the later design that were to
take place outside of the MLA.
Components of the Undai River Partial
Adjustment and Protection Project
include a flood diversion channel to
convey surface (i.e., flood) waters
upstream of the potential impact zone
of the open pit to the Western Channel,
which joins the Undai River channel
downstream of the MLA. Further, a
subsurface diversion system will
capture subsurface alluvial flow above
the upstream cut-off dam, routing this
water via a buried pipeline for

Status

Closed

Closed
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Status

discharge to the Undai River just
downstream of the MLA.
Components of the original design
which cannot currently be implemented
(primarily the replacement of alluvial
flows in a location several hundred
meters to the south of the MLA) will be
implemented when the Land Use
Permit is issued. However, the current
construction design should provide that
surface waters are not degraded but
effectively pass around the Project’s
operations, including the subsidence
zone.
1.19

1.20

ERM

Sept.
2012
April
2013

Sept.
2012

&

Water
Resources
Management
Plan (WR-16a)

Water
Resources
Management
Plan (WR17-b)

The Project commitment from
the
Water
Resources
Management Plan (WR-16a)
includes development of a
replacement water source that
replicates the size, nature, water
quality and availability of the
Bor
Ovoo
spring.
The
implemented
temporary
mitigation measure has not been
evidenced to replicate the size,
nature, water quality, and
availability of the original Bor
Ovoo spring.

A
temporary
mitigation
measure in response to the loss
of the Bor Ovoo spring has been
installed to the south of the
MLA, in the approximate
location
of
the
planned
permanent
surface
water
source.

Project commitment from the
Water Resources Management
Plan (WR17-b) includes a
commitment
that
postconstruction monitoring will be
undertaken annually to confirm
the condition of all culverts.

As of September 2012 no
verification was provided by
the Project to demonstrate that
post
construction
culvert
monitoring is taking place.

23

III

I

The permanent Bor Ovoo replacement
spring cannot be constructed due to
permitting constraints. However, the
interim replacement spring has been in
place for some time and currently
represents the mitigation to the loss of
the original Bor Ovoo spring. As such,
comparison should be made between
the original design of the Bor Ovoo
replacement spring (as detailed in the
SMEC Undai River Diversion – Final
Design report) and the interim Bor
Ovoo replacement spring to ensure that
the interim replacement is achieving the
same objectives, both as an ecosystem
service and as a resource for fauna.
Consultation with stakeholders is in
progress, to ensure that the final design
is consistent with these objectives.
Evidence of such inspections was
provided during the April 2013 Audit
(road inspection forms including
monitoring of culvert conditions).

Open

Closed
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1.21

Sept.
2012

Water
Resources
Management
Plan
(WR-18
and 21)

Project
Water
Resources
Management Plan commitments
WR-18 and 21 require, among
other considerations, recording
of flood event levels and timing,
and review of water levels
against
numerical
model
predictions.

As of September 2012, peak-level
flood magnitudes and timing
were not yet being formally
monitored, although equipment
and procedures had recently been
developed for this consideration.
As of September 2012 water level
monitoring data was not yet
reviewed against the Project
numerical model to verify model
predictions.

Class
I

Comments / Recommendations
It is noted that the Project hydrologic
numerical model is under development,
to be finalized by the end of 2013 (an inprogress update was provided in
January 2013). Water-level monitoring
data will be reviewed against the
finalized numerical model when
operations commence, which will lead
to more significant withdrawal rates
from the Gunii Hooloi aquifer.
Procedures are in place to record flood
level information which had previously
been collected in a more qualitative
manner, including the use of in-stream
piezometers. It is ERM’s opinion that
plans are in place to address the spirit
of these commitments.

Status

Closed

IFC PS2 and EBRD PR2 - Labor and Working Conditions
Worker Accommodations
2.01

Sept.
2012

ESIA
Section
C12 and Section
D17 (LMP-08a,
LMP- 08b).
IFC/EBRD
Guidance Note
‘Workers
Accommodatio
n’

Project commitment (LMP08-a)
the Project will seek to adhere to
standards
contained
within
IFC/EBRD
Guidance
Note
Workers
Accommodation
Processes and Standards and
(LMP08-b)
conduct
regular
monitoring of accommodation
against these standards.

Worker
Accommodation:
Previous Audits identified that
the Project was not in accord
with requirements specific to
the CIS Contractor Camp in
Khanbogd soum centre. The
Project needed to establish
contractor controls, including
immediate corrective actions
for:
a. Adequate ventilation and air
conditioning systems

II

The Project has established a process to
ensure contractors comprehensively
understand the requirements they must
meet and that these align with the
various human resources and health,
safety and environment requirements
presented in the ESMP commitments.
CIS Camp in Khanbogd Soum Centre
has been closed and staff relocated to
Project
site
into
conformant
accommodations.

Closed

b. Worker density standards
c. Toilet facilities
d. Laundry facilities

ERM
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Occupational Health and Safety
2.02

April
2013

Community
Health Safety &
Security (CHSS)
Management
Plan
(Section
D18), CHSS 2-d

The OT HSE and Community
Management System Manual
(13.1 to 13.3) as well as Project
commitments established in
ESIA Section D18 (CHSS2-d)
state that Project will implement
the following: Health, Safety and
Environmental
Management
System implemented by Fluor –
the Engineering, Procurement,
Construction, and Management
(EPCM) Contractor and the
Community Health, Safety and
Security Management Program.
The
above
are
not
comprehensively met.

The Oyu Tolgoi Health, Safety &
Environment
Management
System (HSE MS) is being
implemented;
however
the
effectiveness of the system could
not be clearly demonstrated in
all areas. Unsafe conditions were
observed
during
the
Underground mine site visit as
follows:
• Obstructed and missing fire
extinguishers;
• Obstructed
and
faulty
emergency shower and eye
wash station; and

• Leaking

diesel-dispensing
nozzle, creating a pool of
diesel on the ground.

These issues were followed up
within the HSE MS and it was
found that:

II

Although systems such as internal
inspections
intended
to
verify
compliance and progress toward the
desired outcomes are in place, they are
not providing the intended level of
control of unsafe conditions. Based on
observations made in the underground
mine, it is recommended that the site
perform a review of the systems in
place intended to document monitoring
results and identify and reflect the
necessary corrective and preventive
actions. This review should include core
contractor HSE Management Systems
including subcontractors such as
Redpath.

Open

• The
locations
of
fire
extinguishers
are
not
inspected as a result of
changes to the identification
system;
• The emergency shower and
eye-wash station had not
been reported as faulty and
hence were not in the
planned
maintenance
schedules; and
• The leaking diesel nozzle had
been reported 2 days prior to
the visit; however, the person
in control of the area had
incorrectly
signed
the
inspection sheet indicating
that the action was complete.
ERM
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2.03

Sept.
2012

CHSS 1;
CHSS 6-e

Project commitments in the ESIA
Section (D18) require that the
Project implement the Oyu Tolgoi
Healthy Workplace Program and
a Worker Health, Safety &
Security Management Plan.

The
Occupational
Health
Management Program has not
as yet been implemented for all
persons exposed to hazards that
have latency for occupational
disease to manifest (i.e., Similar
Exposure Groups). This was
resulting in an increasing
number of people who may
have had exposure on site to
health stressors. The site also
has no evidence of baseline,
periodic,
and
termination
occupational
health
status
checks.

Community
Health, Safety,
and Security
Occupational
Health
Management
Program (D18)

Class
II

Comments / Recommendations
The site has commenced and made
significant
progress
towards
the
construction of the Occupational Health
Facility and has procured all related
diagnostic equipment. A program has
commenced whereby workers from
Similar Exposure Groups are scheduled
by Human Resources to participate in
medical surveillance. The information
from the diagnostic tools such as
spirometry and audiometry will be
incorporated into the program once the
equipment
has
been
installed,
commissioned
and
calibrated.
Verification of this installation will need
to be completed by an IESC during 2013.

Status

Open

Working Conditions & Management of Workers
2.04

ERM

Sept.
2012

Labor
Management
Plan (LMP04c)

Project commitment (LMP04c)
requires that the Project develop
and review job descriptions in a
standard Oyu Tolgoi template.
All job descriptions are to be
composed by the responsible line
managers in competency-based
terms and will provide an
appropriate level of detail in
terms of job specifications and
requisite qualifications.

During the September 2012
Audit, the Project was updating
all job descriptions to ensure a
standard template that aligns
with
Mongolian
legal
requirements. Finalization of all
updates to job descriptions
required verification in Q1 2013.

26

II

The final job description template has
been verified. Representations made by
the Project in April 2013 that all job
descriptions are now in the revised
template is sufficient to close this item.

Closed

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.

Site Visit

Document Ref.

Commitment

Observation

2.05

Sept.
2012

Labor
Management
Plan (LMP04-m)

Project commitments in the
Labor
Management
Plan
(LMP04-m) require that the
Project ensure that Contractors
and suppliers know their
requirements to meet Human
Resources/HSE
and
other
relevant standards.

HSE/ Human Resources (HR)
Standards for Contractors: The
September
2012
Audit
identified that the Project’s
processes
for
ensuring
Contractors are informed of and
understand their requirements
to meet human resources and
health, safety, and environment
standards remained weak.

II

Employment Auditing: During
the September 2012 Audit no
internal auditing of contractor
implementation
of
hiring
procedures had been undertaken.
Whilst the Project had a process
for responding to issues raised by
contractors, this did not constitute
a formal employment auditing
process of hiring procedures.

II

2.06

Sept.
2012

Labor
Management
Plan (LMP04-n)

LMP04n: Regular audits of
employment by Oyu Tolgoi and
contractors.

Class

Comments / Recommendations
Non-conformances
with
Labor
Management commitments identified in
2012 remain open. There has been some
progress against the previous Audit
findings such as internal monitoring;
however, evidence of implementation of
recommendations made in the internal
monitoring was not evident. It is
recommended that monitoring measures
advocated in the Oyu Tolgoi LLC
Deliverable 2: Human Rights Monitoring for
Phase II (14th February 2013) document
relative
to
improving
contractor
awareness of Project Environmental and
Social requirements via quarterly briefings
be implemented and further included as
monitoring measures in the draft
Contractor Management Framework/
Labor Management Plan for Operations.
Audits in 2012 identified that internal
auditing of contractors’ implementation
of hiring procedures had not been
undertaken. There has been substantive
improvement in this area with
additional systems and monitoring
verified. This no longer represents a
non-conformance
with
ESMP
commitments.

Status

Open

Closed

IFC PS3 and EBRD PR3 – Pollution Prevention and Abatement
Air Quality
3.01

ERM

Sept. 2012
& April
2013

Air
Quality
Management
Plan
(AQ07)
and
MNS
4585:2007

The
Project
commitments
included in the Air Quality
Management
Plan
(AQ07)
include
implementation
of
mitigation measures in the event
air quality standards area
exceeded. Mitigation measures
for the exceedences have not yet
been developed.

Ambient air quality data exceed
regulatory criteria for particulates
and Nitrogen Oxides (NOx).
Stack emission sampling from
January 2013 noted exceedences
of industrial gases including
Sulfur Oxides (SOx).

27

II

Exceedances of air quality criteria are
confirmed by the Project in monitoring
data. Implementation of mitigation
measures and a risk assessment for potential
impacts of these exceedences (for example
to worker health and safety) are required. It
is noted that some sources of emissions have
recently been shut down (DPS 1 and DPS 2),
which may reduce future industrial gas
concentrations in ambient air.

Open
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Fuels and Petroleum
3.02

3.03

3.04

3.05

3.06

ERM

Sept.2012

Sept.
2012

Sept.
2012

Sept.2012

Sept.
2012

Fuels
and
Petroleum
Management
Plan (PF02-d)

The site had not developed
procedures to report accidental
damage
to
containment
structures and cause inspection
for integrity and appropriate
repairs to be undertaken.

During the September 2012
Audit it was identified that
there was no evidence of formal
processes or procedures to
report accidental damage to
containment structures and
cause inspection for integrity
and appropriate repairs to be
undertaken.

II

Fuels
and
Petroleum
Management
Plan (PF02-e)

A process to ensure that the
condition of bulk storage tanks
for fuels and lubricants is
inspected regularly had not as
yet been developed

During the September 2012
Audit it was identified that a
process to ensure that the
condition of bulk storage tanks
for fuels and lubricants is
inspected regularly had not as
yet been developed.

II

Fuels
and
Petroleum
Management
Plan PF06-a

Project commitment in the Fuels
and Petroleum Management
Plan (PF06-a) requires that all
drum storage of fuel and
lubricants, where practicable, be
(i) under cover from both rain
and sun; and (ii) afforded
secondary containment.

Observations
during
the
September
2012
Audit
identified
that
fuel
and
lubricants were not consistently
stored under cover from both
rain and sun or afforded
secondary containment.

I

Fuels
and
Petroleum
Management
Plan PF06-b

Project commitments in the Fuels
& Petroleum Management Plan
(PF06-b) require that “All fuels
and lubricants will be managed in
line with the Construction
Hazardous
Materials
Management Plan (Section D12)”.

Observations
during
the
September 2012 Audit identified
that field practices do not follow
the Construction Hazardous
Materials Management Plan for
the management of all fuels and
lubricants.

I

Fuels
and
Petroleum
Management
Plan PF09

Project commitments (PF09)
require additional measures
where refueling must take place
away from the main fuelling
areas “Any refueling or storage
of liquid fuels will not take place
in or within an unsafe distance of

During the September 2012 it
was noted that procedures did
not include requirements for
fuel transfers in situations
where refueling must take place
away from the main fuelling
areas.

I

28

Petrovis’
(fuels
subcontractor)
procedures were cited and confirmation
was obtained that these procedures
covered the requirements to report
accidental damage to containment
structures and cause inspection for
integrity and appropriate repairs to be
undertaken.
Petrovis’
(fuels
subcontractor)
procedures were cited and confirmation
was obtained that these procedures
covered the requirements for a
competent person to inspect tanks on a
programmed basis.
Fuel and lubricants storage areas were
visited during the April 2013 site visit
and it was observed that all fuels and
lubricants are now stored appropriately
on pallets and within concrete
containment areas.

Closed

Closed

Closed

Fuels and Petroleum Management
facilities were visited during the field
visit. Facilities have been upgraded and
the handling activities sampled now
meet the applicable aspects of
Construction Hazardous Materials
Management Plan for the management
of all fuels and lubricants.

Closed

Operational Hazard Material Information
Guideline OT-10-E5-GDL-0001-E as well
as Spill Response Procedure OT-10-E5PRC-0001-E have been developed and
were verified during the April 2013
Audit and are sufficient to close this
finding.

Closed
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No.

Site Visit

Document Ref.

Commitment

Observation

Class

Comments / Recommendations

Status

ephemeral
watercourses
or
springs; and Mobile tankers will
be equipped with equipment to
minimize the risk of accidental
spills/clean up equipment in the
event of a spill”.
3.07

Sept.
2012

Fuels
and
Petroleum
Management
Plan (PF11)

Project commitments in the Fuels
& Petroleum Management Plan
(PF11) require that Emergency
response planning will be
managed via the Construction
Emergency
Response
Management Plan.

During the September 2012
Audit it was found that key
plans were not available to key
role-players. Some aspects, such
as pandemics, are in the SOS
International plan and not the
emergency response portions of
the mine plan. Plans were not
consolidated.

I

Construction
Emergency
Response
Management
Plan,
Construction
Community Health, Safety and Security
Management Plan requirements have
now been consolidated under one
central point of control under the HSE
Manager. These changes are sufficient
to close this finding.

Closed

Waste Management
3.08

3.09

ERM

April
2013

Sept.
2012

Waste
Management
Plan (WM22-a)

Waste
Management
Plan (WM10-c)

Project commitments include the
completion of the permanent
non-hazardous landfill by June
2012 (WM22-a). The existing
unlined
interim
waste
management
facility
is
recognized to be a facility that
does not conform to Project
requirements for non-hazardous
waste disposal.

The interim waste management
facility is currently still in use,
with no immediate plans to
transfer non-hazardous waste
disposal to the constructed
permanent waste management
center.

Project commitments included in
the Waste Management Plan
(WM10-c)
include
implementation
of
waste
reduction procedures including
reduction in the use of small
plastic water bottles through the
installation of a bottled water
dispensing system.

Small water bottles are still
used at site for potable water
supply as the bottled water
dispensing system is not yet
operational.

29

II

I

Although
fully
constructed,
the
permanent waste management facility
cannot be put into operations pending
regulatory approval by the Soum
Governor. There is no identified time
schedule as to when this approval will be
provided, and there is a risk that the
interim waste management facility will
continue to be used for an indefinite
period of time. This represents a
continued environmental risk. It is the
IESC’s opinion that appropriate efforts are
being undertaken by the Project to
discontinue use of the interim facility and
transfer these operations to the existing
permanent waste management facility.
The bottled water dispensing system is
installed but has not yet been
commissioned. It is expected that this
commitment will soon be resolved
upon commissioning of the bottled
water system.

Open

Open
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No.

Site Visit

Document Ref.

Commitment

Observation

3.10

Sept.
2012,
April
2013

Waste
Management
Plan (WM-12b)

Project commitments included in
the Waste Management Plan
(WM12-b) include provisions for
the storage of waste oils and
solvents
on
paved
areas
equipped
with
secondary
containment and protected from
the weather, and with secondary
containment systems.

Waste
oils
are
currently
inappropriately stored at the
interim waste management
facility and without appropriate
secondary
containment
systems.

Waste
Management
Plan (WM-17b,
WM-17-c,
WM-23)

Project commitment included in
the Waste Management Plan
(WM-23) includes completion of
the new incinerator by June 2012.
This time schedule has been
delayed. Currently some medical
wastes are disposed of in the old
incinerator.

New waste incinerator not yet
operational.

Waste
Management
Plan (WR03-b)

Project commitment included in
the
Water
Resources
Management Plan (WR-03b)
includes the requirement that all
sewage treatment plants perform
to
applicable
Mongolian
discharge standards.

Some exceedences of regulatory
parameters
in
treated
wastewater effluent exist with
respect to the Project Effluent
Water Standard [Mongolian
National
Standard
(MNS)
4943:2011],
specifically
ammonia and chemical oxygen
demand (COD).

3.11

3.12

ERM

Sept.
2012

Sept. 2012

30

Class
II

II

II

Comments / Recommendations

Status

Transport and delivery acceptance of
waste oils to the interim waste
management facility is a nonconformance with ESMP commitments
that needs to be addressed. Project
commitments
clearly
state
the
provisions for storage of waste oils and
solvents, which were not followed in
this instance. The IESC observed that
waste oils are in the process of being
removed from the interim waste
management facility via recycling by a
third party contractor.

Open

A new incinerator designed to meet
Project standards (including EU
Emissions Guidelines) is present on site.
It is expected that this incinerator will
become operational in the near term. In
the interim it is recommended that
medical wastes, such as sharps and
expired pharmaceuticals, be packed
and delivered off site for appropriate
disposal.

Open

Significant improvements have been
made
to
wastewater
treatment
capabilities on site. These include better
control of influent sourcing and
expansions in processing capacity of the
central wastewater treatment plant
(WWTP) via additional batch reactors.
COD of treated effluent consistently
exceeds regulatory requirements. Not
all parameters included in the Project
Effluent Wastewater Standard are
included in the sampling program,
prohibiting
comprehensive
IESC
analysis. A new WWTP has been
purchased for the site, but has not yet
been commissioned.

Open
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Comments / Recommendations

Status

Hazardous Materials
3.13

Sept. 2012

Hazardous
Materials
Management
Plan (HM 13-a)

Project commitments (HM13-a)
require that all hazardous wastes
will be managed in accordance
with the Construction Waste
Management Plan.

The September 2012 Audit
identified that field Personnel
were unaware of requirements
relating
to
disposal
of
equipment
containing
hazardous materials. A revised
training
curriculum
was
verified in September 2012;
however,
this
did
not
specifically
contain
any
reference
to
equipment
containing hazardous materials.

I

Interviews with site staff conducted in
April 2013, who have direct control of
hazardous substances control, indicated
an understanding of the Project
requirements for disposal of hazardous
waste. The process could be correctly
described and the waste oil collection
facility was observed. At all hazardous
materials storage sites visited, it was
confirmed that the Material Safety Data
Sheets (MSDS) was displayed and spill
kits are in place.

Closed

Field
observations
found
damaged capacitors containing
dielectric fluids that would fall
into this intent, where Field
Personnel were unaware of
requirements relating to how to
dispose
of
equipment
containing hazardous materials.
3.14

ERM

Sept. 2012

Hazardous
Materials
Management
Plan (HM04–c)

Project commitments (HM04-c)
require that drums/containers
will be stored on pallets or other
appropriate storage.

Site observations of drum and
container
storage,
during
Sept. 2012, indicated a number
of locations where drums and
containers were either not
stored on pallets and/or were
not stored appropriately. For
example, drums and flow-bins
were not stored in a secondary
containment facility.

31

III

Hazardous materials storage areas were
visited during the site visit and it was
observed that all storage is now stored
appropriately on pallets and within
concrete containment areas.
The areas where hazardous materials
were not stored appropriately, that were
identified as non-conforming during the
September 2012 Audit, have been
cleared. However, during the April 2013
site visit, the Project represented that
these
hazardous
chemicals
were
removed to the Interim Waste
Management site and not disposed of as
hazardous materials as described in the
Construction Waste Management Plan.
Corrective actions will need to be
demonstrated by the Project during the
subsequent IESC Audit in 2013.

Open
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Document Ref.

Commitment
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3.15

Sept. 2012

Hazardous
Materials
Management
Plan (HM06-c)

Project commitments (HM06-c)
require that any spills of oils,
grease,
solvents,
or
other
hazardous materials will be
cleaned up using absorbent
material, (spillage of fuels see
requirements outlined in the
Petroleum & Fuels Management
Plan) and contaminated soil
treated.

During the September 2012
Audit it was identified that spill
clean-up
was
in
nonconformance
with
ESMP
commitments. Seven spills were
observed during the site visit
that had not been cleaned up
using absorbent material. There
was also no evidence that the
contaminated soil had been
treated.

III

Hazardous
Materials
Management
Plan (HM07-j)

Commitment (HM07-j) requires
that the Project will check during
the procurement process that
haulers
are
appropriately
qualified to handle hazardous
materials.

During the September 2012
Audit it was identified that no
checks were in place during the
procurement process to ensure
haulers
are
appropriately
qualified to handle hazardous
materials in accordance with
the Hazardous Materials Plan.

I

Hazardous
Materials
Management
Plan (HM06-b)

Project commitments (HM06-b)
require that spill kits, protective
equipment, and other necessary
equipment will be available
wherever bulk hazardous liquids
are stored or used in significant
volumes.

Field visits during the Audit of
September 2012 indicated that
spill kits, protective equipment,
and other necessary equipment
were not available wherever
bulk hazardous liquids are
stored or used in significant
volumes.

I

Hazardous
Materials
Management
Plan (HM07-c).

Project commitments (HM07-c)
require that non-compatible
materials will be transported by
separate shipments.

Document
reviews
and
interviews
during
the
September
2012
Audit
identified that no process was
in place to ensure that noncompatible materials will be
transported
by
separate
shipments.

III

3.16

3.17

3.18

ERM

Sept. 2012

Sept. 2012

Sept. 2012

32

Class

Comments / Recommendations
In areas where spills were reported
during the September 2012 Audit, the site
has performed a clean-up. However, the
site was not able to demonstrate that the
soils affected by the seven spills observed
were treated. It is recommended that the
site perform soil tests in those areas where
the spills occurred in order to evaluate the
extent of the contamination and then to
ensure that contaminated soil is removed
and treated in accordance with applicable
clean-up standards. Documentation of
this process will require verification
during subsequent IESC audits in 2013.
Interviews
and
documentation
provided during the April 2013 Audit
confirmed that all new contractors
supplying the site are considered in
terms of appropriate qualification to
handle hazardous materials.

All drums and container storage areas
were visited and the sites had the
requisite
spill
kits,
protective
equipment, and other necessary
equipment. Oyu Tolgoi Spill Response
Procedure OT-ENV-PR-045 is in place.

All drums and containers storage areas
were visited and the sites were
confirmed to follow acceptable storage
practices. All storage areas have copies
of the MSDS to ensure that the
information is at the point of storage.
The Project has implemented a process
where non-compatible materials are
transported by separate shipments.

Status

Open

Closed

Closed

Closed

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.
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Document Ref.

Commitment

Observation

3.19

Sept. 2012

Hazardous
Materials
Management
Plan (HM11-c)

Project commitments (HM11-c)
require
that
disposal
of
equipment containing hazardous
materials, including oil-filled
electric appliances be undertaken
in line with the Construction
Waste Management Plan.

Document
reviews
and
interviews
during
the
September
2012
Audit
identified that Field Personnel
were unaware of requirements
relating
to
disposal
of
equipment
containing
hazardous materials.

I

Hazardous
Materials
Management
Plan (HM10-b)

Project commitments (HM10-b)
require that all employees of
Oyu Tolgoi and Contractors to
Oyu Tolgoi responsible for
hazardous materials handling
and storage activities shall be
provided with training.

During the September 2012
Audit, it was noted that training
for spill response during site
orientation and induction had
not
been
comprehensively
implemented.

I

Hazardous
Materials
Management
Plan
(Section
D12); Hazardous
Materials
Management
Plan (HM01-a)

Project commitments (HM01-a)
require that all hazardous
materials will be evaluated in
accordance
with
the
requirements of the Chemicals
Detailed Environmental Impact
Assessment (DEIA).

During the September 2012
Audit it was identified that the
Risk Assessment methodology
of the Chemicals DEIA, as used
does not clearly indicate the
eco-toxicity or significance of
the environmental impact.

I

3.20

3.21

Sept. 2012

Sept. 2012

Class

Comments / Recommendations
Interviews and field verifications
confirmed that persons involved with
the handling of equipment containing
hazardous materials are now aware of
the requirements.

Review
of
training
materials,
procedures and interviews on site
indicated that this aspect has now been
implemented.

DEIA includes an evaluation of controls
and precautionary measures. Current
documentation indicates the potential
environmental impact of the substance,
related to safety and public health.

Status

Closed

Closed

Closed

Emergency Preparedness & Response
3.22

3.23

ERM

Sept. 2012

Sept.2012

Emergency
Preparedness &
Response Plan
(ERP05-b)

Project commitments (ERP05-b)
require that training for spill
response will be part of the
worker orientation at the site.

During the September 2012
Audit it was found that Spill
Response Supervisors and the
Clean-up Crews had not
received detailed training with
respect to responding quickly
and safely to any spill on the site.

I

Emergency
Preparedness &
Response Plan
(ERP01-a)

Project commitments (ERP01-a)
require that specific procedures
are in place to address: natural
disasters, pandemics, medical
emergencies,
fires
and
explosions, traffic, incidents, civil
unrest,
bomb
warnings,
environmental
incidents
including release of fuels and

During the September 2012
Audit it was observed that
emergency response planning
was
managed
via
the
Construction
Emergency
Response Management Plan.
Any impacts from loss of
containment of fuels that may
result in contamination of water

I
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April 2013 site visits and interviews
relating to the detail and methods of
response with Supervisors and clean-up
crew confirmed that this training has
been provided.

April 2013 interviews with persons
responsible for fuel management
indicate that the appropriate role
players have the requisite information
at their disposal for use in the event of
an emergency.

Closed

Closed
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No.

3.24

3.25

Site Visit

Sept. 2012

Sept. 2012

Document Ref.

Commitment

Observation

hazardous substances.

resources utilized by herders or
local communities will also be
managed in accordance with
the Community, Health, Safety
& Security Management Plan.
However, copies of these plans
are not available to key role
players in fuel management and
emergency response.

Class

Emergency
Preparedness &
Response Plan
(ERP15)

Project commitment (ERP15)
outlines the general response
procedures for spills to surface
water which are to be followed.

At the time of the September
2012 Audit, the site had not
included the general response
procedures for spills to surface
water in the site procedures.

II

Emergency
Preparedness &
Response Plan
(ERP16)

Project commitments (ERP16)
require that spills involving
hazardous or toxic materials will
notify
emergency
response
agencies
according
the
procedures described in ERP01,
including notification of the
Mongolian police, the Mongolian
intelligence agency, and other
related Mongolian organizations
within 24 hours in line with the
Mongolian Law on Hazardous
and Toxic Chemical (2005).

During the September 2012
Audit it was noted that
procedures did not as yet cover
spills involving hazardous or
toxic materials, in particular the
notification of spills according
the
emergency
response
procedures described in ERP01,
including notification of the
Mongolian
police,
the
Mongolian intelligence agency,
and other related Mongolian
organizations within 24 hours.

I

Comments / Recommendations

Status

In April 2013, a document review was
performed and these provisions are
now included in site procedures. Oyu
Tolgoi Disaster Management & Recovery
Plan and the PMC HSES Procedures
A2MW 653 8010 have been developed.
Oyu Tolgoi Spill Response Procedure
OT-ENV-PR-045
spill
response
procedure is in place.

Closed

Oyu Tolgoi Disaster Management &
Recovery Plan and the PMC HSES
Procedures A2MW 653 8010 have been
developed and are sufficient to address
this finding.
Closed

Transport Management
3.26

ERM

Sept. 2012

Traffic
and
Transport
Management
Plan (TR05)

Project commitments (TR05)
require in order to minimize dust
from truck cargoes that truck
sides and rails will be swept to
remove spilled material.

The
Project
commitments
clearly state that to minimize
dust from truck cargoes, truck
sides, and rails, roads will be
swept to remove spilled
material. During the September
2012 Audit, truck sides and rails
were not swept, as it was seen
by the Project as impractical for

34

I

The Project has reviewed the practice
that requires sides and rails to be swept
to reduce dust emissions, and has
decided that this commitment did not
foresee the potential fall hazard that
would be created for
workers
performing this task. The site has
implemented measures to maintain that
the intent of the commitment is met

Open
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Site Visit

Document Ref.

Commitment

Observation

Class

load and haul activities.
Furthermore, it is believed that
the practice of sweeping may
introduce additional safety
hazards.

Comments / Recommendations

Status

through alternative measures which
include ensuring that the rails of trucks
are
designed
to
prevent
the
accumulation of dust as well as installing
level indicators to ensure that the trucks
are not overloaded ERM supports the
approach taken by the Project relative to
implementation of this commitment.
This revised practice should be
transferred to the OESMPs and
implementation will require verification
by an IESC during subsequent audits.
Note: the OESMPs were being updated at
the time of the Audit and the IESC endorses
this revised approach.

3.27

Sept. 2012

Traffic
and
Transport
Management
Plan (TR 14)

Project commitments (TR14)
require that all drivers must
abide by “a maximum daily
driving limit of 9 hours (up to
10 hours 2 times per week)”.

Traffic
and
Transport
Management Plan sets the
requirement that all drivers must
observe a maximum daily
driving limit of 9 hours (up to
10 hours 2 times per week). Shiftbased drivers that are performing
load and haul operations are
currently exceeding this limit.

I

The Project has performed a review of
the fatigue management restrictions on
the maximum amount of hours that a
driver can drive and the logistics of the
shiftwork system. The Project has
concluded that the current practice,
combined with the shift rotation process
and fatigue management activities
relating to load and haul, is appropriate
to the risk. This revised practice should
be transferred to the OESMPs and
implementation will require verification
by an IESC during subsequent audits.

Open

Note: the OESMPs were being updated at
the time of the Audit and the IESC endorses
this revised approach.
3.28

ERM

Sept. 2012

Traffic
and
Transport
Management
Plan
(TR01-b;
TR03-b, c, d)

Commitments contained in the
Traffic
and
Transport
Management
Plan
(TR01-b;
TR03-b, c, d) have specific
requirements relative to route
alignment, driver training, and
speed restrictions.

During the June 2012 Audit it
was noted that whilst many
aspects of the Traffic and
Transport Management Plan as
they relate to road safety, road
condition and road use were in
place, on-site coordination and
contractor controls remain weak.

35

I

The Project demonstrated that the
original construction management plan
had been fully integrated into current
practices and procurement procedures
for safe transport of hazardous materials
and related emergency response plans
and processes for regular safety audits of
transport contractors.

Closed
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Document Ref.

Commitment

Observation

3.29

Sept. 2012

Traffic
and
Transport
Management
Plan (TR14)

Commitments contained in the
Traffic
and
Transport
Management Plan (TR14) require
that all drivers of Project vehicles
will hold appropriate driving
licenses applicable to the type of
vehicle they drive.

During the September 2012
Audit, it was noted that the
process of driver authorization
did not include medical fitness
for light or heavy vehicle
operations.

Class
I

Comments / Recommendations
The Project has included initial
medicals for all drivers and has
established a Similar Exposure Group
for all drivers’ medical fitness for light
or heavy vehicle operation in medical
surveillance.

Status

Closed

IFC PS4 and EBRD PR4 – Community Health, Safety and Security
4.01

4.02

4.03

ERM

Sept. 2012

Sept. 2012

Sept. 2012

Community
Health, Safety &
Security
Management
Plan (CHSS3
Management
Plans)

Commitments (CHSS3) require
that the Project will implement
the following Plans: Transport
Management Plan; Hazardous
Materials Management Plan;
Emergency Response Plan.

It was identified during the
Sept. 2012 Audit that during the
construction period activities
were performed to protect local
community members from
construction-related
hazards;
however, this is through
different plans and programs
than those stated in the Project’s
commitments.

I

Community
Health, Safety &
Security
Management
Plan (CHSS5-i
Human
trafficking)

Project commitment (CHSS5-i)
requires that the Project will
work with local government and
non-government partners to
monitor issues related to human
trafficking.

During the September 2012
Audit it was identified that
reliance on anecdotal evidence
of human trafficking was
insufficient to meet the Project’s
commitments.
The
Project
needed to establish measures to
monitor human trafficking,
especially in the border area.

I

Community
Health, Safety &
Security
Management
Plan (CHSS7),
ESIA
Section C12.

Project commitment (CHSS7)
requires that the Project facilitate
a
multi-stakeholder
public
private partnership to improve
delivery of health programs in
impact areas. For example, the
Oyu Tolgoi Community Health,
Safety & Security Management
Program. ESIA Section C12

Public-Private Partnership: In
September 2012, the Project had
not been able to progress with
the facilitation of a multistakeholder
Public-Private
Partnership (PPP) Taskforce
with the Ministry of Health
(MOH). The group remained
inactive for a variety of reasons

II

36

The Construction Phase management
plans have been supplemented during
the transition to the operational phase
through the ongoing development and
implementation of the Rio Tinto Health
and Safety Management System. The
Project is also transitioning into the
Operations
Phase
with
draft
management plans under review by
Senior Lenders and the IESC. This,
combined with verification of the
comprehensive systems in place for
operations, is sufficient to demonstrate
conformance with the commitment.

Closed

During the April 2013 Audit, a scope of
work related to human trafficking
awareness raising and training for local
public servants was verified. As per the
implementation schedule in the scope
of work, this activity will begin in May
2013. Implementation of this activity
will require verification by an IESC at
subsequent audits in 2013.

Open

In April 2013, it was established during
the Audit that no progress with the PPP
taskforce had occurred due to
replacement of representatives of
relevant MOH stakeholders. New
directors or heads of departments are
likely to be appointed by June, as MOH
has extended a (request for interest)
until April 15th. However, a draft

Closed
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4.04

4.05

4.06

ERM

Site Visit

Sept. 2012

Sept. 2012

Sept. 2012

Document Ref.

Commitment

Observation

mitigation measures require
“Contribute to national control
programs for communicable
diseases in Project Area of
Influence”.

beyond the Project’s control.
The
Project
needed
to
demonstrate that planned or
existing programs function as
multi-stakeholder PPP Level
arrangements.

Community
Health, Safety &
Security
Management
Plan (CHSS7-g
Herder Health
& Economic
Conditions)

Project commitments (CHSS7-g)
require that the Project set up a
monitoring system to assess the
influence of local economic
conditions on the health of local
residents.

During the September 2012
Audit, there was no analysis
undertaken by the Project to
assess the influence of local
economic conditions on herder
health. The Project needed to
demonstrate
how
health
analysis
for
herders,
as
influenced
by
economic
conditions would occur to bring
alignment
with
the
commitment.

I

Community
Health, Safety &
Security
Management
Plan (CHSS8-b
Community
Emergency
Preparedness)

Project commitments (CHSS8-b)
require
that
Community
Emergency Response Plans will
be developed and tested by the
Project with local residents and
local authorities in the vicinity
of Project-related traffic. These
will
include
emergency
response related to traffic
accidents
involving
Project
vehicles and potential releases
of
chemicals
and
other
hazardous materials.

During the September 2012
Audit, the level of planning on
traffic safety did not constitute
conformance with commitments
to prepare and test Community
Emergency Response Plans.

I

Influx
Management
Plan (IM01 –
Influx
Management)

Project
commitment
(IM01)
requires that the Project actively
support the activities of the
Southern
Gobi
Regional
Development Council as defined

The September 2012 Audit
identified that the South Gobi
Regional Development Council
was inactive (for reasons
beyond Project control) and

II

37

Class

Comments / Recommendations

Status

memorandum of understanding has
been developed for a sexually
transmitted
infection,
human
immunodeficiency
virus,
and
tuberculosis
prevention
behavior
change communication (April 2013)
program which is sufficient to bring
alignment with the intent of the
commitment and ESIA mitigation
measure relative to national control of
communicable diseases programs.
During April 2013, the Project represented
that in order to monitor herders health,
they needed to establish baseline in the
first instance. The Project received MOH
approval on April 1, 2013 to conduct a
“Herders’ livelihood and health status”
survey expected to commence in May and
to be completed over a 12-month period.
Implementation of this survey and the
establishment
of
the
subsequent
monitoring
system
will
require
verification by an IESC in 2014.
During the April 2013 Audit, the Project
represented that it was revising the site
emergency plan and related community
emergency scenarios. Finalization of the
emergency response plan and testing of
the plan with communities will require
verification by an IESC during
subsequent audits in 2013.

The draft Influx Management Plan for
operations, along with the supporting
Regional Development Strategy, has
been verified during the April 2013
Audit.
This,
together
with

Open

Open

Closed
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No.

4.07

Site Visit

Sept. 2012

Document Ref.

Influx
Management
Plan (IM46 Monitoring)

Commitment

Observation

within the Influx Management
Plan, formed to guide and
coordinate
regional
development, and with specific
responsibility
for
influx
management in the region.

therefore
coordination
of
regional
development
initiatives was not occurring
with this group. The Project
needed to demonstrate that the
intent of the commitment was
still being met.

Project
commitment
(IM46)
requires that the Project convene
participatory forums to target
emergent social problems and
identify issues by incorporating
monitoring for problems related
to abuse of drugs, alcohol,
domestic
violence
and/or
presence of sex workers into the
Project
social
monitoring
Program.

During the September 2012
Audit the Project was not
monitoring problems associated
with abuse of drugs, alcohol,
domestic violence, and/or the
presence of sex workers in
Khanbogd Soum.

Class

Comments / Recommendations

Status

representations made by the Project, are
sufficient to close this finding. The
commitment to regional development is
being followed through in these
documents, with a broad range of
regional stakeholders intended to be
engaged during the implementation the
strategy. The Project is also engaged
with local stakeholders on designing
urban development aspects of the
Cooperation Agreement.
II

In April 2013, the Project demonstrated
that a new set of Key Performance
Indicators and baseline data is to be
collected, inclusive of emergent social
problems. Proposals for undertaking
the baseline work are under review and
expected to be subsequently tendered.
Implementation of the baseline survey
work will require verification by an
IESC during subsequent audits in 2013.

Open

IFC PS5 and EBRD PR5 – Land Acquisition & Involuntary Resettlement
5.01

ERM

Sept. 2012

Resettlement
Action
Plan
(R02
Compensation
contracts)

The Project committed in the
RAP (R02) to “prepare contracts
between affected households and
Oyu Tolgoi”.

As of September 19th 2012, 92%
of compensation contracts had
been
finalized
with
the
remaining
contracts
under
continued
negotiation.
Compensation contracts must
be finalized as soon as feasible
among all households so that
compensation and livelihood
restoration can occur.

38

I

As of April 2013, of the 89 entitled
households, 88 households had signed
a Compensation Agreement. The
outstanding agreement will need to
continue to be managed through to
completion as per the requirements
established in the RAP and verified by
an IESC during subsequent monitoring
in 2013.

Open

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.

Site Visit

Document Ref.
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5.02

Sept.2012

Resettlement
Action
Plan
(R04
–
Pastureland
Management)

The PMP is a key mitigation
measure contained in the
Resettlement Action Plan (RAP)
(R04) to establish “specific
community projects/ assistance
for overall loss of grazing land to
Khanbogd soum herders”. This
measure is detailed in the RAP
Entitlements Matrix.

During the September 2012 site
visit the Project acknowledged
that PMP activities were not in
conformance
with
commitments
for
pasture
management activities. The redesign of the PMP (Phase 2)
was underway at this time and
appeared
robust
with
considerable
focus
on
pastureland
management/livelihoods.
Implementation of activities
relative to Phase 2 required
verification in 2013.

II

During September 2012 it was
identified that the Project had
established a formal mediation
committee for ongoing and
transparent
grievance
resolution, as required by RAP
commitments.
The
Project
needed to establish a formal
Grievance
Mediation
Committee with a clear and
auditable mandate.

I

5.03

ERM

Sept. 2012

Resettlement
Action
Plan
(R13 -Grievance
Mediation
Committee)

RAP commitment (R13) requires
the establishment of a Mediation
Committee as part of the
grievance mechanism roll out.

39

Class

Comments / Recommendations

Status

Evidence of specific projects /assistance
for overall loss of grazing land to
Khanbogd
soum
herders
since
September 2012 has been verified
during the April 2013 site visit.
Examples
of
activities
include
(i) training for 190 herders (from
3 soums) on pasture carrying capacity
in December 2012; (ii) research to
identify the current pastoral use
conditions, future trends, and herders’
willingness to participate in pasture use
agreements
in
December
2012;
(iii) training for 415 herders (from four
soums) on animal husbandry/winter
preparation
in
January
2013;
(iv) distribution of nutritional fodder
(350 tonnes) in the mine impacted area
in January 2013. These assistance
activities are acceptable to establish
conformance with the intent of RAP
commitment R04. Please see (nonconformance # 1.04) relative to the
Pastureland Management Strategy.

Closed

The Project represented during the
April 2013 Audit that discussions with
Local Advisory Groups (LAGs) from
3 soums resulted in an agreement that
they will serve as the Project’s
mediation committee. Review of the
grievance procedure is underway and
the LAG grievance mediation role is
being incorporated. Timelines for
finalization of the revised grievance
procedure (Q3, 2013) need to be
maintained and implementation of the
revised
procedure
will
require
verification by an IESC during future
monitoring.

Closed
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Comments / Recommendations
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IFC PS6 and EBRD PR6 – Biodiversity Conservation & Sustainable Natural Resource Management
6.01

6.02

6.03

ERM

Sept. 2012

Sept. 2012

Sept. 2012
and April
2013

Flora and Fauna
Management
Plan
(FF01-a,
FF16),
and
Biodiversity
Action
Plan
(Item #6 – Off
Road Traffic)

Flora and Fauna
Management
Plan (FF01-e –
Waste Disposal)

Flora and Fauna
Management
Plan
(FF17–
Roadside
Parking)

Project commitments (FF01-a,
FF16, BAP Item #6) require the
Project to restrict personnel
movements to designated roads
and
paths
to
minimize
disturbance to natural habitats.

Evidence of off-road driving
(tracks) was observed outside of
the
MLA
during
the
September 2012 Audit.

The Flora and Fauna Management
Plan (FF01-e) and the Waste
Management
Plan
contain
commitments
regarding
prohibition of unauthorized waste
disposal and littering from Project
vehicles or around work place.

The September 2012 Audit
observed trash/litter along the
road from the airport to the
MLA and at contractor work
sites.

Project
commitment
(FF17)
requires that the Project engage
with stakeholders regarding
ways to minimize roadside
parking.

As of the September 2012 and
April
2013
Audits,
no
stakeholder
consultation
regarding parking along roads
had been undertaken. This
applies to all roads used or
maintained by the Project.

40

II

II

II

There
have
been
substantive
improvements in management of this
issue through the current GPS
monitoring and enforcement program as
of the April 2013 Audit. Project vehicles
are equipped with GPS tracking systems
to monitor movements with evidence
provided of enforcement of Project
policies. However, contractor vehicles
are not equipped with this system, so
cannot be tracked using this method.
Because of the implementation of this
tracking system, this issue no longer
represents a material non-conformance
with
Project
commitments
or
Environmental and Social Requirements,
although enhanced enforcement of
contractor controls is recommended.

Closed

During the April 2013 Audit, minimal
waste was observed and procedures to
enforce the Projects anti-littering policy
were in place and verified, including
staff and contractor induction regarding
Project waste management and the
Project’s anti-littering policy. Signage
directing proper waste disposal was
present throughout the site. This no
longer represents a non-conformance
with
Project
commitments
or
Environmental
and
Social
Requirements. The current program
should be maintained.

Closed

To demonstrate conformance, the
Project needs to align consultation
regarding roadside parking with other
stakeholder consultation commitments
related to implementation of on-site
mitigations and the Offsets Strategy
(poaching, speed limits, etc.).

Open
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Commitment
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6.04

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF02-b –
Hunting)

Project commitment (FF02-b)
requires the Project to engage
with
local
and
regional
stakeholders to control hunting
in the Project area of influence
and within Khanbogd soum.

At the time of the September
2012 Audit, no consultation
initiatives had been undertaken
relative to engaging regional
stakeholders
on
controlled
hunting.

6.05

ERM

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF02-e –
Hunting
and
Collecting)

Project commitment (FF02-e)
includes a commitment to
publicize and apply suitable
penalties to offenders under OT
control who are found trafficking
illegal wild animal products.

As of the September 2012 Audit,
there was no formal policy or
publication of fines or penalties
for illegal trafficking of wild
animal products.

41

Class
II

I

Comments / Recommendations

Status

As of the April 2013 Audit, the Project
had engaged external experts (World
Wildlife
Fund
and
Wildlife
Conservation Society) and Global
(GBC)
Biodiversity
Conservation
regarding an anti-poaching policy. The
parties agreed that a poaching baseline
assessment is needed as a first step to
addressing this issue. This study is
planned for commencement in Q3 2013.
To demonstrate continued progress
towards conformance, the Project
biodiversity staff should coordinate
with the Regional Development and
Social Performance (RDSP) team
responsible
for
community
engagement, on implementation of the
poaching
baseline
survey
and
developing the goals/plans for future
stakeholder engagement related to the
hunting issue within Khanbogd soum.

Open

Actions as of April 2013 are on target to
meet this commitment. Language was
verified in the Draft Illegal Wildlife, Wildlife
Products and Plant Collection Procedure
Section 4.2, which clearly indicates a zero
tolerance policy for possession of illegal
wildlife/wildlife products and plant/plant
products and penalties for policy violation.
This policy is provided as part of the
employee induction program and is
included by reference in all staff and
contractor
contracts.
To
establish
conformance, the Draft Illegal Wildlife,
Wildlife Products and Plant Collection
Plan should be finalized and the final plan
incorporated into employee and contractor
contracts and induction training.

Open

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.

Site Visit

Document Ref.

Commitment

Observation

6.06

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF03-b –
Undai
Diversion
Replacement
Spring)

Project commitment (FF03-b)
requires that the Project install a
replacement
spring
which
mimics the ecological functions
of the original Bor Ovoo spring
in terms of maintaining similar
surface and subsurface flow
patterns and seasonal variations
throughout the year and will be
fed by the diverted Undai base
flow.

The Project has not been able to
implement the entirety of the
planned Undai River Diversion
Project
due
to
lack
of
Government
approval
for
necessary construction activities
outside the MLA. A temporary
mitigation to the loss of the
original Bor Ovoo spring has
been established at the site of
the permanent replacement
spring but this temporary
mitigation
is
an
interim
replacement water supply that
does not reflect the permanent
design
parameters
geared
towards
providing
the
ecological functions of the
original Bor Ovoo spring.

II

Project commitments (FF04-c and
FF04-e) require that the Project
take all practicable steps to
minimize
the
degree
of
unavoidable
environmental
impacts caused by the Project,
including a commitment to avoid,
where practicable, clearance of
vegetation during the breeding
season in areas known to support
breeding wildlife.

The September 2012 Audit
identified
a
lack
of
documentation for a systematic
approach for identifying and
minimizing impacts caused by
Project activities.

III

6.07

ERM

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan
(FF04-c
and FF04-e –
Impact
Minimization)

42

Class

Comments / Recommendations
As of the April 2013 Audit, the
permanent replacement spring had not
yet been constructed due to delays in
Government
approval/permitting.
The interim water supply remains in
place, but this feature fails to satisfy the
Project commitment to create a
replacement spring that mimics the
ecological function of the original
spring in terms of maintaining similar
surface and subsurface flow patterns
and seasonal variations throughout the
year. Efforts to obtain Government
approval to construct the full Undai
River Diversion Project including the
permanent replacement spring should
continue so that full implementation of
this commitment can be completed.
As of April 2013 this commitment was
partially fulfilled. The Land Disturbance
Permit (LDP) process has been developed
to address these commitments. This
process includes a habitat assessment
intended to identify sensitive habitats
and/or species that could be impacted by
an activity so that alternatives and
mitigation options are considered before
disturbance takes place. However,
implementation of this process has in
some cases been conducted after
construction has started or the subject
activity completed. In other instances the
process has not been informed by a
biodiversity
specialist.
Refer
to
Section 9.1.3 for further details and nonconformance 1.06 as an example. Full
implementation of the LDP process
should be conducted prior to any land
disturbing activity or other activity that
could cause environmental impacts or be
harmful to biodiversity. This process

Status

Open

Open

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.

Site Visit

Document Ref.

Commitment

Observation

Class

Comments / Recommendations

Status

must include specialist biodiversity input
regarding baseline data collection, impact
assessment,
and
avoidance
and
minimization procedures.
6.08

6.09

ERM

Sept.
2012 and
April
2013

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF07 –
Vegetation
Rehabilitation)

Flora and Fauna
Management
Plan (FF08 –
Vegetation
Rehabilitation)

Project
commitment
(FF07)
requires the Project to develop
and
implement
Annual
Rehabilitation
Management
Plans that document the areas
that require rehabilitation in the
coming year and establish the
plan for executing the work.

It was identified during the
September 2012 Audit that
rehabilitation
works
were
ongoing
and
this
was
documented in both the annual
environmental report and the
LDP closure reporting. For the
April 2013 Audit a tracking
spreadsheet entitled Annual
Rehabilitation Master Plan was
provided to the IESC team
subsequent to the site visit, and
post the cut-off date for
reception of new information.

I

Project
commitment
(FF08)
requires
that
the
Project
rehabilitate old and disused
roads and tracks and post
signage to discourage future use.

During September 2012 the
Audit team did not observe
sign posting at rehabilitated
road and track locations near
the North Camp. During the
April 2013 Audit, rehabilitation
works for old and disused
roads and related signage were
observed. Rehabilitation is now
required for closure of the LDP
process. However, it is unclear
how
rehabilitation
commitments are tracked when
not related to the LDP process.
It is also unclear how many old
and disused roads have been
rehabilitated to date and how
many require rehabilitation.

II

43

As of April 2013, rehabilitation works
remain ongoing and are tracked within
the LDP procedure, which includes
rehabilitation requirements prior to
closing of the associated LDP. The IESC
recommends
that
the
Annual
Rehabilitation Master Plan spreadsheet
be improved via the addition of
explanatory text to fully describe the
requirements for rehabilitation in the
coming year, as defined by the LDP
procedure and other rehabilitation
commitments (e.g., for lands disturbed
prior to LDP implementation). This will
allow easier tracking on an annual basis
and facilitate future auditing.

Open

This commitment is partially fulfilled
but a complete review of the
rehabilitation status and signposting of
all roads was not possible during the
April
2013
Audit
because
no
comprehensive
inventory
of
all
roads/tracks and their status (old,
currently
in
use,
rehabilitated),
particularly those that preceded the
LDP process, exists. To aid staff in
systematically
documenting
the
rehabilitation
and
signage
of
decommissioned
roads,
it
is
recommended that the Project develop
and implement a clear tracking system
for decommissioning, rehabilitating,
and signposting old roads.. Annual
Rehabilitation Plans, as required by
FF07 and discussed above, should be
implemented to ensure complete
tracking of rehabilitation requirements.

Open
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No.
6.10

Site Visit
Sept.
2012 and
April
2013

Document Ref.

Commitment

Observation

Flora and Fauna
Management
Plan (FF09a –
Plant Nursery)

Project commitment (FF09-a)
requires that the Project establish
a plant nursery to support its
revegetation and rehabilitation
program.
The
commitment
further requires establishment of
an information center on nursery
grounds that is dedicated to
promoting the cultivation of rare
and very rare plant species of the
local area.

The September 2012 Audit
identified that the Project had
not
established
a
plant
cultivation information center,
as per the Flora and Fauna
Management
Plan
(FFMP)
commitment.

Class
II

Comments / Recommendations

Status

As of the April 2013 Audit this
commitment is partially fulfilled. The
nursery is operational and expected to
reach full production capacity by 2014.
Documentation
on
saxual
transplantation was provided and an
external expert was engaged to assist
with saxual and elm translocation.
However, an information center has not
been established to date. The Project
Plans to establish and maintain an
information booth within the nursery
premises that will serve as the
information center.
The Project must continue to develop its
nursery to full capacity document and
implement successes and lessons
learned in nursery operation and
seedling development, transplantation
success, etc., as well as continue to
engage with the local expert on elm and
saxual transplantation.

Open

To establish conformance with the
commitment
the
Project
should
continue with plans to establish the
information center (i.e. booth) within
the nursery. This will require
verification by an IESC at subsequent
audits in 2013.
6.11

ERM

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF11-c –
Rare Plants)

Project commitment (FF11-c)
requires
that
the
Project
demarcate rare and very rare
plants within the MLA that
could be affected by construction
to ensure no unintentional
disturbance occurs.

As of the September 2012 Audit,
the presence of sensitive flora
species at the mine site had
been provided in prepared
Flora Species Lists. However,
the Project had committed to
demarcating the locations of
such
species
so
that
unintentional disturbances do
not occur.

44

II

As of the April 2013 Audit, this
commitment is partially fulfilled.
The Flora Species List was mapped in
GIS and information on rare plants was
included in the biodiversity induction
and LDP process. However, the list that
is checked for the LDP process is
outdated (from the ESIA) and does not
contain the complete suite of rare and
very rare plant species that have been
documented within the MLA during
botanical surveys conducted since

Open
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Comments / Recommendations
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completion of the ESIA. The locations of
any rare plants (based on current
knowledge) that fall within an area that
could be affected by Project-related
construction activities should be
assessed using a current checklist and
physically demarcated as per the FFMP
commitment and the LDP process and a
procedure for mapping any new
locations that are encountered over the
lifecycle of the Project should be
implemented.
6.12

ERM

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan
(FF15;
FF15-a – Speed
Limits)

Project
commitments
(FF15;
FF15-a) require that the Project
enforce speed limits of Project
vehicles on sealed and unsealed
roads on and off lease and to
review current speed limits in
consultation with a wildlife
expert. The commitment also
requires that the Project engage
with key stakeholders to support
the adoption and enforcement of
suitable speed limits for all
public users of the Oyu Tolgoi to
Gashuun Sukhait (OT-GS) Road.

As of the September 2012 Audit,
speed limits for Project vehicles
had not been reviewed in
consultation with a wildlife
expert. Additionally, there was
no evidence of engagement
with stakeholders to support
the adoption and enforcement
of speed limits.

45

II

As of the April 2013 Audit, these
commitments are partially fulfilled. The
Project’s GPS tracking system tracks
speeds of Project vehicles and identifies
speed limit infractions. Consultation
with
wildlife
experts
(Western
Transportation Institute [WTI]) on speed
limits was completed in February 2013.
WTI provided input on wildlifeappropriate speed limits at this time but
recommendations have not yet been
disclosed.
Consultation
with
stakeholders regarding speed limits on
the OT-GS Road has not taken place. The
WTI report is expected in May 2013. The
Project
should
consider
the
recommendations from the WTI report
in establishing wildlife-appropriate
speed limits. Following establishment of
speed limits, the Project should post
speed limit signs and consult with
stakeholders regarding the importance
of adherence to speed limits to minimize
wildlife collisions and
mortality.
Consultation could be aligned with other
stakeholder consultation commitments
related to other on-site biodiversity
mitigations and the Offsets Strategy
(poaching, parking along road, etc.).

Open
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6.13

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan
(FF20,
FF21) and

Project
commitments
(FF20,
FF21, BAP Items #5, #6) require
the Project to prepare workplans, through consultation with
wildlife experts, for installing
wildlife underpasses and road
barriers.

In September 2012, the Project
provided draft work-plans for
underpasses and road barriers;
which did not meet the
requirements set out in Project
commitments.

II

Project commitment (FF22b)
requires the Project to minimize
the potential for windborne dust
transmission via dust control
and progressive sealing of the
OT-GS road.

As of September 2012 no
progress had been made
relative to commitments on the
progressive sealing of the Oyu
Tolgoi to Gashuun Sukhait (OTGS) road to minimize the
potential for windborne dust
transmission.

II

Flora and Fauna
Management
Plan (FF30) and
Environmental
Social
Action
Plan (Item #3).

Project commitments (FF30 and
ESAP Item #3) require the
Project to develop an operational
Biodiversity Management Plan
(BMP) at least 60 days prior to
the
“Commencement
of
Production” (as defined in
Section 16.7 of the Investment
Agreement) or December 31,
2012, whichever occurs first.

During the September 2012
Audit the Project represented
that work on the BMP for the
Operations Phase was in
progress, to be delivered in Q4
2012.

II

Flora and Fauna
Management
Plan (FF31) and
Biodiversity
Action
Plan

Project commitments (FF31, BAP
Item #14) require that the Project
will
develop
a
detailed
Biodiversity Monitoring and
Evaluation Plan by Q2 2013.

During the September 2012 Audit
the Project represented that the
Biodiversity Monitoring and
Evaluation Program was in the
process of being developed.

II

Biodiversity
Action
Plan
(Item #5 and 6 –
Underpasses
and
Road
Barriers)

6.14

6.15

6.16

ERM

Sept.
2012 and
April
2013

Sept.
2012 and
April
2013

Sept.
2012 and
April
2013

Flora and Fauna
Management
Plan (FF22b –
Dust Control)

46

Class

Comments / Recommendations

Status

These commitments are partially
fulfilled as of the April 2013 Audit.
Evidence was provided that wildlife
experts from WTI had conducted a site
visit and provided input on underpasses
and road barriers. However, the related
report and specific recommendations
were not available at the time of the
Audit. The Project should consider the
WTI
recommendations
during
development of the underpass and road
barrier work-plans. These documents
should then be disclosed to stakeholders.

Open

As of the April 2013 Audit, this
commitment is partially fulfilled. It was
verified that the OT-GS road was being
progressively sealed (~55% complete). In
addition, other means of dust control along
Project roads and work sites (primarily
watering) are not consistently applied
across all roadways and work sites.
The Project should complete sealing of the
OT-GS road and implement dust control
measures at all construction and relevant
operation work sites as per requirements
stipulated in Project commitments.

Open

While the Project did not meet the
deadline regarding development of the
operational BMP, the Project has been
proactive in engaging with Senior
Lenders and the IESC in working through
comments on the document. The
operational BMP is expected to be
finalized in June 2013. As such, the Project
is in line to have the BMP in place prior to
the commencement of production.

Open

As of April 2013, operational monitoring
activities have been established in the
BMP but the Biodiversity Monitoring
and Evaluation Plan is yet to be
developed. The Project has engaged the

Open
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Class

(Item
#14
Biodiversity
Monitoring and
Evaluation
Plan)

6.17

6.18

ERM

April
2013

April
2013

Flora and Fauna
Management
Plan (FF31) and
Biodiversity
Action
Plan
(Item #17 –
Ecosystem
Services
Monitoring)

Biodiversity
Action
Plan
(Item #8 – Road
Signage)

Comments / Recommendations

Status

Wildlife Conservation Society to assist in
development and implementation of the
plan. Preliminary work on the plan is
scheduled to begin in Q3 2013. This will
include piloting various monitoring
approaches to support development and
completion of the plan, which is
currently scheduled for Q4 2014. It is
recommended that the Project conduct
the monitoring activities defined in the
BMP, plus any interim monitoring
activities recommended by the Wildlife
Conservation Society, until completion
of the comprehensive plan in 2014.
Project commitments (FF31 and
BAP Item #17) require that the
Project
develop
a
multidisciplinary monitoring and
evaluation
program
that
monitors water impacts and their
effects on critical ecosystem
services including vegetation
and
pasture
quality
and
evaluates the adequacy of
measures that mitigate impacts
to these services.

A multi-disciplinary monitoring
program for water impacts on
vegetation, pasture quality and
critical ecosystem services has not
yet been established. As of April
2013, operational monitoring
activities have been established in
the BMP but the Biodiversity
Monitoring and Evaluation Plan
is yet to be developed. The
Principal Advisor – Biodiversity
and
GBC
have
initiated
collaboration with the RDSP team
on the PMP and aspects of this
collaboration are referenced in
the Pastureland Management
Strategy. Alignment of the PMP,
FFMP, and BAP commitments
and the broader Biodiversity
Offsets Strategy, as required by
the ESAP, remains to be
addressed by the Project.

II

Project commitment (BAP Item
#8) requires that the Project
complete
road
signage
installation for the OT-GS, Oyu
Tolgoi to Khanbogd (OT-KB) and

No road signage related to
wildlife presence has been
installed on the OT-GS, OT-KB
or Borefield roads. The Project
consulted with WTI during the

II

47

ERM recommends that the Project
assign a qualified person or persons to
be responsible for ensuring all
commitments relative to ecosystem
services mitigation and monitoring are
met and the obligations understood
across the relevant parties within the
Environment and RDSP teams (see nonconformance No. 1.04 relative to further
collaboration between these teams on
pastureland management).

The Project should complete road
signage installation, or other equivalent
mitigation measures, based on expert
recommendations.

Open

Open
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No.

6.19

6.20

ERM

Site Visit

April
2013

April
2013

Document Ref.

Commitment

Observation

the Borefield Roads to warn
drivers of risk of collision with
animals by Q2 2013.

February 2013 site visit on this
issue and is considering WTI’s
recommendations.

Biodiversity
Action
Plan
(Item #16 –
Baseline Field
Program
for
Large
Ungulates)

Project commitment (BAP Item
#16) requires that the Project
commence
the
biodiversity
baseline
survey
for
large
ungulates in Q3 2012.

The baseline survey for large
ungulates was delayed in 2012
due to the need to develop a
specialty aircraft and obtain other
equipment to conduct the survey.
The baseline ungulate survey is
scheduled for commencement in
May 2013. The aerial survey
equipment and specialty aircraft
have been acquired and specialist
contractors engaged.

II

Biodiversity
Action
Plan
(Item
#19
Provision
of
Adequate
Resources)

Project commitments (BAP Item
#19) requires that the Project
ensure that over the long-term its
biodiversity
management
program,
including
on-site
mitigation, offset management
and biodiversity monitoring, is
adequately
resourced
and
financed to meet Senior Lender
Environmental
and
Social
Standards
and
ESIA
commitments and to obtain net
positive gain of biodiversity
values.

Current
resourcing
arrangements are insufficient to
meet the significant workload
required for implementation of
on-site biodiversity mitigations
and the Offset Strategy. This
work requires a fully dedicated,
qualified and experienced team
to successfully implement and
operationalize. The current
team is not fully dedicated to
biodiversity (i.e., splits time
between biodiversity and other
environmental duties). The
current team is knowledgeable
about local ecology and species
but continued capacity building
regarding
comprehensive
biodiversity management and
monitoring is needed. Capacity
building
for
biodiversity
management and monitoring is
ongoing under the guidance of
the Principal Advisor (currently
engaged
September
2012
through February 2014).

II

48

Class

Comments / Recommendations

Although the Project did not meet the
schedule defined for this commitment
in the BAP, this survey is a large
undertaking that required considerable
planning and development. Given the
approaching commencement of the
survey, this commitment is considered
on target but still open until the survey
is completed.

ERM
recommends
continued
biodiversity
management
capacity
building within the Environment Team
and realigning staff responsibilities to
provide
for
a
fully
dedicated
ERM
also
biodiversity
team.
recommends identifying and initiating
a path forward for continued
engagement of the current or another
suitably qualified Principal Advisor –
Biodiversity given that the current
engagement expires in February 2014
and the contracting process will take
time. It is expected that the Principal
Advisor-Biodiversity
position
will
remain
filled
until
successful
operationalization of the biodiversity
management program is demonstrated
and verified by Lenders, as per the BAP
commitment. .

Status

Open

Open

OYU TOLGOI – APRIL 2013 AUDIT REPORT

No.

Site Visit
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6.21

April
2013

Biodiversity
Action
Plan
(Item #21 –
Organizational
Structure)

Project
commitment
(BAP
Item #21) requires that the
Project
develop
an
organizational structure for the
Operations Phase that will
facilitate the integration of both
environmental
and
social
specialists to ensure the effective
delivery
of
socio-ecological
commitments, especially those
relating to offset management.

The Project has provided an
organizational chart indicating
linkages between environmental
and social specialists but this
structure has yet to be clearly
operationalized with specific job
requirements
related
to
collaboration
across
environmental and social teams.
This is necessary to achieve onsite and offset commitments that
require
a
multidisciplinary
approach
(e.g.,
pastureland
management, ecosystem services).

II

Project commitment (BAP Item
#22) requires that the Project
incorporate BAP, FFMP, and
biodiversity-related
ESIA
obligations
into
its
HSE
management and assurance
processes.

The BAP, FFMP, and biodiversityrelated ESIA commitments have
not been fully operationalized and
incorporated into the Project HSE
management process. This work is
ongoing and a first step in this
process is development of the
operational BMP. The BMP was in
draft form at the time of the April
2013 Audit and undergoing
Lender review with a final plan
expected in June 2013.

II

The BAP (Item #23) and Flora and
Fauna Management Plan establish
requirements for updating the
Stakeholder Engagement Plan to
incorporate specific biodiversityrelated stakeholder engagement
activities that are necessary to
implement on-site biodiversity
mitigation and the Offsets Strategy
by Q2 2013 and to initiate
biodiversity-related
stakeholder
engagement activities in Q1 2013.
BAP commitments (#24 and #25)
also require engagement of
regional regarding the on-site and
offset mitigation measures.

The Stakeholder Engagement
Plan has not been updated to
incorporate
specific
biodiversity-related stakeholder
engagement activities. To date,
two meetings with external
stakeholders
regarding
biodiversity-related mitigations
and offsetting have been
undertaken. No plan currently
exists to drive or manage this
process in the future.

III

6.22

6.23

ERM

April
2013

Sept.
2012 and
April
2013

Biodiversity
Action
Plan
(Item #22 –
Compliance
Management)

Biodiversity
Action
Plan
(Item #23, #24,
#25
Biodiversityrelated
Stakeholder
Consultation)
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Class

Comments / Recommendations
The Project should incorporate into job
descriptions
(key
staff
only)
requirements for collaboration across
environmental and social disciplines. A
system should be developed for
ensuring this collaboration takes place
(see non-conformance. No. 1.04 for
further discussion of cross-collaboration
recommendations).

The Project must finalize the BMP
according to the stated timelines and
apply focused efforts to successfully
operationalize all biodiversity-related
commitments over the long term.
This must include continued capacity
building within the Project team.

Biodiversity staff need to engage with
the RDSP team to update the current
Stakeholder Engagement Plan with
stakeholder consultation/engagement
requirements related to on-site and offset
mitigations. Designated team members
should initiate these consultations in
alignment with the broader stakeholder
engagement and offset management
programs.

Status

Open

Open

Open
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No.

Site Visit

Document Ref.

Commitment

Observation

Class

Comments / Recommendations

Status

Verification was provided in the April
2013 Audit as to the scope of works
presently being tendered. These will
form sub-projects within the wider
CHP Phase II. The Project further
demonstrated
implementation
of
actions against the CHP Phase II
schedule. These activities are acceptable
to establish conformance with the intent
of Project commitments for CHP Phase
II implementation.

Closed

During the April 2013 site visit the draft
'Cultural Heritage Management System
Procedures’ which extensively details
relevant procedures was verified. LDP
monitoring
by
cultural
heritage
professionals was also confirmed and
evidence
of
recording
verified.
Verification of these items is sufficient
to establish conformance with the intent
of systems related commitments.

Closed

The Dust Monitoring Action Plan,
developed jointly with herders and other
environment oriented stakeholders, has
been verified in April 2013. Dust
monitoring equipment was represented
as under construction. The Project
represented that equipment will be
installed once participants and final
monitoring points have been selected
with community and local government
stakeholders. Verification of equipment
installation and implementation of
monitoring activities will require
verification by the IESC during
subsequent monitoring visits in 2013.

Open

IFC PS8 and EBRD PR8 – Cultural Heritage
7.01

7.02

Sept.
2012

Sept.
2012

Cultural
Heritage
Management
Plan (CH01
Program
Phase II)

Cultural
Heritage
Management
Plan (CH01
Cultural
Heritage
Systems)

–

-

Project commitment (CH01)
requires that the Project support
the Cultural Heritage Program
Phase II.

Project commitment (CH02b)
requires
that
the
Project
implement land disturbance
permits procedure including the
requirement for archaeological
investigations prior to land
clearance.

During the September 2012
Audit
the
implementation
status of the Cultural Heritage
Program (CHP) Phase II was
unclear.

II

In Previous Audits in 2012 it
was identified that LDP sites
were not always monitored by a
member
of
the
Cultural
Heritage Team.

II

EBRD PR10 – Stakeholder Engagement
8.01

ERM

Sept.
2012

Stakeholder
Engagement
Plan (SE03 Dust
Monitoring
Program with
Households)

Project commitment (SE03) is to
implement dust pastureland
management
and
water
monitoring
programs
with
households.

During the September 2012
Audit it was identified that the
Project
had
not
begun
implementation
of
its
Participatory Dust Monitoring
Program with households.
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No.

Site Visit

Document Ref.

Commitment

Observation

8.02

Sept.
2012

Stakeholder
Engagement
Plan (SEP.1
Grievance
Audit)

Project commitments (SEP.1)
require a bi-annual audit to be
conducted of the Grievance
Mechanism.

At the September 2012 site visit
no bi-annual audits of the
Grievance Mechanism had been
conducted.

8.03

ERM

Sept.
2012

Stakeholder
Engagement
Plan (SEP.5
stakeholder
Management
Systems)

-

-

The Stakeholder Engagement
Plan (SEP.5) requires that
community relations staff submit
records of interaction with
Committees/Working
Groups
and records are entered into
Stakeholder
Management
System. This is to be summarized
in Monthly RDSP performance
reports.

The September 2012 site visit
identified
that
internal
recording and reporting on
community interactions was
occurring via a number of
methods which were not
sufficient to ensure a high-level
of analysis and communication
internally.
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Class
I

I

Comments / Recommendations

Status

The Project represents that the
Grievance Procedure is currently under
internal review. Once the revision is
complete (target third Quarter, 2013)
and operation of the new procedure
established, internal auditing will
begin. Documentation verified that
auditing of the Grievance Procedure,
complaints and disputes will take place
biannually (Draft Operations SEP:
SEKP16). To demonstrate compliance,
audits of the Grievance Mechanism will
need to commence and documentation
verified by an IESC during subsequent
audits in 2013.

Open

During the April 2013 site visit,
documentation
of
a
community
engagement systems review was
verified. As a result, the OASIS system
is to be replaced by a Community
Stakeholder
Engagement
Tracking
System (CSETS). Technical preparations
for the installation of the CSETS are
underway and expected to begin
operating
during
2013.
The Project further demonstrated the
interim solution for establishing a
higher
level
of
analysis
and
communication of stakeholder issues.
The installation of the CSETS needs to
be expedited and timelines maintained.
This will need to be verified at
subsequent site visits by an IESC.

Open
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4.0

SOCIAL & ENVIRONMENTAL ASSESSMENT & MANAGEMENT SYSTEM

4.1

SOCIAL & ENVIRONMENTAL MANAGEMENT SYSTEM

4.1.1

Project Strategy
The Environmental and Social Management System (ESMS) Framework for the
Construction Phase of the Project primarily consists of the Construction Phase ESMPs,
which were publically disclosed in August 2012 (ESIA Section D). The Construction
Phase ESMPs were derived from the findings of the Project ESIA (especially mitigations
set out in Section C) and its supporting studies as a means to mitigate environmental
and social risks associated with Project construction.
The ESIA outlines environmental and social management and mitigation actions, as
well as monitoring requirements. The ESMPs are then the documents that define
specific performance procedures for social and environmental issues including:
international standards and Mongolian legal requirements; Environmental and Social
Requirements; verification, monitoring, assessment, and audit requirements; reporting;
non-conformance definitions and corrective actions; roles and responsibilities; and
training, awareness, and competency.
This Audit focuses primarily on the Construction Phase of the Project. As the
Construction Phase of the Project comes to a close and the Operations Phase begins,
there will be new management plans, referred to as the OESMPs. The OESMPs are
being developed from the Project ESIA, which examined the Construction Phase,
Operation Phase, and Closure Phase of the mine’s life cycle. The OESMPs are being
developed currently and will be audited in future by an IESC. For the purposes of this
Audit, the Audit Team only assessed the Project’s “system readiness” for OESMP
implementation.
Aspects of the Project that are not addressed or resolved in the ESIA and/or ESMPs
(August 2012) were included in the Project’s ESAP. Within the ESAP, the Project has
committed to conducting additional environmental and social impact assessments that
are in compliance with Mongolian Law and that are consistent with Environmental and
Social Requirements for future activities that will affect the scope of the Project.

4.1.2

Observations
During the Audit, ERM made observations regarding conformance and
non-conformance against commitments made in the ESMPs, ESAP, and BAP. ERM also
made observations regarding OESMP systems readiness. The following provides a
summary of the material observations, with the observations broken down into (i) nonconformance observations; and (ii) observations related to GIIP. Please note that
recommendations related solely to GIIP do not represent non-conformance findings.
ERM
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The findings and observations set out below also need to be seen in light of the progress
the Project has made, and continues to make, in implementing a comprehensive
Operations Phase ESHS Management System. In progressing from Construction to
Operations Phases, the Project has systematically evaluated its commitments –
including regulatory, corporate (Rio Tinto), and Environmental and Social
Requirements – and has developed an integrated system of management.
The Health, Safety and Environment Management System (HSE MS) and Communities
and Social Performance Management System (CSP MS) are, as of the time of Audit,
implemented across the Project. As the OESMPs move towards finalization and IESC
confirmation, updates to policies and procedures will be managed within this
management system through a Management of Change (MOC) process.
This progress towards a single integrated system is seen by the IESC as positive and in
line with establishing the “systems infrastructure” required to meet the Project’s ESHS
commitments. While some non-conformances do exist, these should be seen in the
context of a management system that is “fit for purpose” and “risk appropriate” for a
Project of this scale.
In some cases, there is evidence of excellent application of ESHS Management; for
instance, one MOC procedure identified that a potential change would bring the Project
out of conformance with an ESIA commitment. In this case, the Project Environment
Department denied the MOC request and engaged with the relevant department to
identify alternative approaches that would conform with Project commitments to
environmental protection.
This said, ESHS Management during the Construction Phase of the Project has been at
times disjointed and focused primarily on Mongolian regulatory requirements.
For example, different sets of Project commitments exist relative to Mongolian
requirements, ESIA/ESMP-based Project commitments related to Senior Lender
Environmental and Social Standards, and Rio Tinto Corporate Standards. At times,
these construction commitments are overlapping or uncoordinated. As a result,
establishing compliance is at times difficult or not possible. The Project did not have in
place at the time of the Audit a single, unitary, compliance assurance process that
addresses Construction Phase commitments related to regulators, Lenders, and Rio
Tinto. Such an assurance process is being developed for the Operations Phase, through
the OESMPs. The OESMPs were in final review stage at the time of the Audit.
Coordinated implementation of the OESMPs will be necessary during operations.
Based on the above analysis and the results of the following sections, the Audit team
developed an impression of the overall robustness and rigor of the Project’s ESHS
Management System. While the Audit was not conducted as a “top to bottom” systems
review, the Audit team was able to establish that, based on progress against ESMP
commitments, the Project’s ESHS Management System is fit for purpose and that the
Project demonstrates conformance with commitments in the ESMPs, ESAP and BAP
ERM
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across a broad range of areas. Nonetheless, we have identified areas where the Project
is not following ESMP, ESAP or BAP commitments, the intent of the Senior Lenders’
Environmental and Social Standards or previous September 2012 Audit nonconformance findings.
4.1.3

Observations Relating to Non-Conformance
Undai Diversion
The Undai Diversion has been subject to a MOC procedure, per requirements of the
ESIA Section D1. This MOC was managed through the Operations Phase 2012 Oyu
Tolgoi HSE MS MOC Procedure. Under this MOC Procedure, and in line with the
process set out in the ESIA Section D1, the Project has established that the planned
alterations to the Undai Diversion Plan constitute a Category 2 change.
Three issues arise from the MOC procedure relative to the Undai Diversion.
Lender notification: The Project did not formally notify the Senior Lenders that the
Undai River diversion design would be changed temporarily due to permitting
constraints outside the MLA. The Project believed it did not need to do so because final
loan documentation had not been signed. The IESC cannot provide a legal opinion on
this issue, but finds that failure to formally notify Lenders of a Category 2 change goes
against the intent of MOC procedures as publically disclosed in the ESIA in August
2012. This warrants a Class II non-conformance rating.
Classification of change: An “interim” diversion was not envisaged in the ESMPs and,
as such, additional management measures fall under Category 3, which is “a material
amendment(s) or supplement(s) to the existing Construction ESMPs.” (ESMP D1, pp20).
The Project is entitled to categorize its changes, but if it had followed the Category 2
notification process, the Lenders would have been able to issue a “Notice of Change”
elevating this issue.
Biodiversity consideration in the HSE Risk Assessment Process: The Risk Assessment
initiated as part of the Category 2 MOC procedure did not include adequate
representation of biodiversity expertise, nor did it refer adequately to biodiversity
baseline and ESIA findings. Failure to include key data and expertise on biodiversity
potentially leads to an underestimation of biodiversity impacts that would take place as
a result of changes to the Undai Diversion design. For example, two key biodiversity
impacts were identified as being of likely “medium consequence”, which is defined in
the Rio Tinto HSE Risk Assessment Procedure as “Near source, confined and promptly
reversible impact (typically a shift)” which does not appear to align with ESIA findings.
Given the importance of biodiversity considerations for the Project, as shown in the
ESIA, this is an important omission to be rectified. The lack of adequate biodiversity
considerations in the HSE Risk Assessment Process related to the Undai Diversion
warrants a Class II non-conformance rating.
ERM
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The HSE Risk Assessment conducted as part of the MOC procedure identified two
areas of potential impact to biodiversity which were rated as being of “medium”
consequence and “possible” likelihood (using the Project’s internal HSE Risk
Assessment methodology). These findings appear to be inconsistent with the baseline
and impact assessment information presented in the publically disclosed ESIA where
the precautionary principle is adopted in assessing potential biodiversity impacts. The
categorization of biodiversity risks as “medium” consequence is not readily supported
given the sensitivity of biodiversity receptors, the established importance of the Undai
spring to these receptors, and the lack of comprehensive and longitudinal baseline
studies,. In addition, there was no expert representation of biodiversity expertise in the
risk assessment process; this should have been included to provide for more
appropriate and adequate risk assessment and evaluation of this important impact area.
Pastureland Management
The Project gave a Draft Pastureland Management Strategy to the Senior Lenders and
IESC in December 2012, which did not provide sufficient time for IESC review,
comments and confirmation before the December 31, 2012 deadline indicated in the
ESAP. However, the Project has been proactive in engaging with Senior Lenders and
the IESC in working through comments on Strategy. At the time of Audit, a revised
draft Strategy was with the Senior Lenders and IESC for subsequent review and
comment. Project Biodiversity and Pastureland Management Program (PMP) staff have
begun initial discussions on collaboration and aspects of this collaboration are
referenced in the Strategy document. The Project has not yet aligned the Pastureland
Management Strategy with the Biodiversity Offsets Strategy, which is a Class II nonconformance.
Influx
Previous Audits identified that influx-related impacts risked not being managed as a
result of delays in finding a solution for worker housing; this item remains open as of
the April 2013 Audit (Class II non-conformance). The ESAP requires an ESIA for the
worker housing development to be disclosed 60 days prior to the commencement of
construction and influx mitigation measures in the ESIA (Section C8), which requires
“Khanbogd-centred housing for operations”. The Project represents that worker
housing will be a market- and government-driven initiative. As of April 2013, the
Project continues to work with government stakeholders to progress the site selection
and arrangements. Construction is estimated to begin during 2014. The Project needs to
determine the ESIA scope for this new market/government model in line with
commitments (ESAP Item #5 and ESIA Section C8) and actively communicate to the
Senior Lenders its plans to develop an ESIA.
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4.1.4

Observations Relating to GIIP
Management Systems
One feature of the Rio Tinto / Oyu Tolgoi Management System is that its HSE MS and
CSP MS are at times separate. In many cases, social impacts and risks are included and
integrated into the HSE MS, a potential duplication of CSP efforts. This raises the
possibility of uncoordinated or non-systematic management of the different HSE and
CSP aspects of the same issue.
For instance, a community grievance (managed through the Grievance Procedure) is
not necessarily or systematically linked with an HSE Incident Management System,
even though the two issues may be directly linked. The Project is aware of the potential
for disconnect between the HSE MS and CSP MS, and has put in place meetings and
regular discussions to improve coordination.
Team Structure
Likewise, HSE and CSP (Regional Development and Social Performance [RDSP])
operate as separate teams. While this is not necessarily a problem with the management
system, it does pose challenges for the integrated management of cross-cutting issues
where there is an HSE and CSP component. For instance, the Pastureland Management
Strategy has until recently not shown strong integration of the HSE (biodiversity and
environment) and CSP (RDSP) teams. The Project also represented that biodiversity
staff had been unaware of the initial development of the Pastureland Management
Strategy at the time of the Audit, and had not reviewed the document to confirm it was
consistent with the objectives of the Biodiversity Offsets Strategy and the BAP (as
required by ESAP Item #7). The important issue of ecosystem services (an integral part
of BAP and RAP implementation) is one area that will require integrated management.
As part of GIIP, the Project might look to a more systematic connection between the
HSE Incident Management System and the CR Grievance Procedure to avoid the risk of
uncoordinated or disjointed responses. Likewise, formal systems (regular meetings,
mandatory notifications etc.) need to be established to provide for systematic
integration of the HSE and CSP teams responsible for implementation, on cross-cutting
issues that have an environmental and social component (see non-conformance 1.04 and
Section 11.1.4 for examples).

4.2

WATER MANAGEMENT

4.2.1

Project Strategy
The ESIA and ESMPs address potential Project impacts to surface and groundwater
resources. These potential impacts are delineated in ESIA Section C5 and relate to IFC
PS1/EBRD PR1 Social and Environmental Assessment and Management Systems; IFC
ERM
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PS3/ PR3 Pollution Prevention and Abatement; and IFC PS6/ EBRD PR6 Biodiversity
Conservation and Sustainable Natural Resource Management. Key potential impacts
include, among other considerations:
•

The impact of the various elements of the Project on surface water systems,
including ephemeral watercourses and ephemeral and permanent springs.
These impacts could affect water quantity, quality, or the length of time an
ephemeral watercourse sustains surface or groundwater flows over the course
of a year;

•

The impact of the Project’s water demand on the deep aquifer water resources of
Gunii Hooloi and its significance to the overall water resources of the region;

•

Impacts on flora and fauna due to potential disruptions to ephemeral surface
water and groundwater flows and springs, and access to these water sources by
wildlife;

•

The impact of the diversion of the Undai on downstream springs and water
users and risks to the Undai Diversion from the adjacent waste rock dump and
other infrastructure, including the quality of the water that drains from these
features; and

•

The impact of the increased water demand due to the known and predicted
future increase in population of Khanbogd soum center.

The Water Resources Management Plan (ESIA Section D7) describes mitigation and
monitoring measures to be undertaken by the Project to protect environmental and
social receptors from adverse impacts associated with the Construction Phase of the
Project. The objectives of this Water Resources Management Plan (WRMP) are:

ERM

•

To define management procedures for all water related functions, including
defining roles and responsibilities and training requirements;

•

To ensure compliance with applicable Mongolian regulatory requirements, and
any international or lender obligations;

•

To ensure compliance with applicable Project requirements and industry
standards;

•

To ensure that applicable potential environmental and social impacts are
understood and addressed;

•

To minimize impacts to natural surface and ground water quality;

•

To ensure continuity of supply for the Project and to ensure that other water
users are not adversely impacted;

•

To ensure that all treated waters are safe;

•

To define monitoring and reporting procedures; and
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•

To ensure effective implementation of water conservation, including recycling
initiatives.

There are a total of 51 individual Water Management Plan commitments. More detail is
provided in the following sub-section.
4.2.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. The site visit included meetings with the Environment Department
Manager, members of the Environmental Compliance and Water teams, as well as an
inspection of the central wastewater treatment facility.
Of the 51 commitment items, a total of 16 non-conformances were documented during
the September 2012 Audit. Of these 16, 7 remain open as of the April 2013 Audit. There
was one new non-conformance found during the April 2013 Audit (with respect to
commitment WR14-a). A total of 8 non-conformances remain open as of April 2013.

4.2.3

Observations Relating to Non-Conformance
As of September 2012 static water levels in monitoring bores located to the west of the
open pit, and in the vicinity of the Undai River, were observed to have a decreasing
trend as a result of development of the open pit. At that time a key report entitled
“Hydrogeological Conditions Near the Mine Site” was outstanding. This report was
completed in February 2013. Findings from this report and current monitoring data
confirm Project-related impacts to static water levels in and near Undai River alluvium,
within the MLA. A groundwater cone of depression has been created by development
of the open pit. The existing cone of depression is described in the “Hydrogeological
Conditions Near the Mine Site” Report as existing over a reach of ~ 1km and ~1.6 km
from the southwest and northern corners of the pit, respectively. The northern
boundary of the cone of depression is approximately 1 km to the south (down gradient)
of the planned Undai Diversion cut off wall.
Some recent natural variation in water levels has occurred in the Undai River
catchments and associated sub-catchments (western, central, and eastern). No flood
events took place in the Undai River, near the mine site, between September 2010 and
August 2012. As a result, gradual recession of water levels has been observed,
particularly associated with the below average rainfall in 2011. However, water levels
continue to decline in monitoring bores to the west of the open pit and in the vicinity of
the Undai River, and these declines have been partially attributed to expansion of the
open pit.
Project commitments from the WRMP include implementation of mitigation measures
in the event that impacts to Undai River subsurface alluvial flows are realized (WR05g). Other commitments describe implementation of final engineering solutions to
mitigate potential impacts to the Undai River alluvial system (WR14-a and WR15-a).
ERM
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The Project has not been able to implement the entirety of the planned Undai River
Diversion Project (the final engineering solution) which has been delayed due to a
Soum Government permitting consideration (issuance of a Land Use Permit). This
permitting consideration currently prohibits construction activity from taking place
outside of the MLA. Due to this constraint the Project has moved forward with
construction activities within the MLA, with modifications to the Undai River Diversion
Project which allow routing of surface and subsurface river flows around the open pit
zone of influence. The modified design is referred to as the “Undai River Partial
Adjustment and Protection Project”. The Project plans to complete components of the
Undai River Diversion Project outside of the MLA when the necessary Land Use Permit
is issued.
During the April 2013 Audit construction of the Undai River Partial Adjustment and
Protection Project within the MLA was observed by the IESC to be in-progress.
Subsurface flow from the Undai River alluvial channel is currently pumped from upgradient of the north cut-off dam, routed through a subterranean pipeline, and
ultimately discharged through an overland hose to the Undai River alluvial surface, at a
location south of the MLA and just north of the interim Bor Ovoo spring mitigation
location. A flood diversion channel will convey flood waters upstream of the Undai
River Partial Adjustment and Protection Project to the adjacent “Western Channel”,
from which flood waters will rejoin the Undai River downstream of the MLA
(Figures 4-1 through 4-3). These measures should route Undai River subsurface and
surface flow around the zone of influence of the open pit.
Figure 4-1

In-Progress Construction of Undai River Partial Adjustment and Protection
Project (cut-off trench excavation works).
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Figure 4-2

Subterranean Pipeline which routes Undai River subsurface flow from up
gradient of the north cut-off dam around the zone of influence
(cone of depression) created by development of the open pit.

Figure 4-3

Overland hose discharge of Undai River subsurface flow just south
of the MLA.
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Note: Upon completion of the south cut-off wall this flow will be discharged directly into Undai
River alluvium within the MLA. The interim Bor Ovoo spring mitigation is faintly visible in the
background.
Initial hydrogeological modeling conservatively estimates that after many years of pit
development, a cone of depression of approximately 1 meter would be created up to 10
kilometers distant from the open pit. A drawdown of this extent would ultimately
extend beyond the constructed cutoff walls. Planned modeling updates, groundwater
monitoring, and refined conceptualization will allow improved definition of the extent
of drawdown, and lead to adaptive management where required (i.e., should
drawdown extend beyond the constructed cut-off walls). In the near term, additional
monitoring points are planned in weathered bedrock and bedrock between the open pit
and the Undai River to the north of the diversion, to provide further data on the
evolving radial extent of drawdown associated with the open pit. An additional six
monitoring points targeting alluvium and weathered bedrock will be installed along
drainage channels before and after confluences with the Undai River and proximal to
the mine location. These additional monitoring points, in combination with the existing
monitoring well network, will allow for the monitoring of any potential Project impacts
to the Undai River system.
The original Bor Ovoo spring is no longer available as a source of water for herders as it
lies within the fenced MLA. Mitigation for the loss of Bor Ovoo spring has been
developed via installment of an interim Bor Ovoo replacement spring located just to the
south of the MLA; within the Undai channel (Figure 4-4). No impacts from open pit
development have been realized in the next downgradient herder water sources –
Kkukh Khad herder well and spring, which are located approximately six kilometers
south of the original Bor Ovoo spring. The Project has committed in the WRMP to the
installation of a permanent water source, approximately 500 meters south of the MLA,
and that this replacement water source will replicate the size, nature, water quality, and
availability of the original Bor Ovoo spring (WR16-a).
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Figure 4- 4

Interim Bor Ovoo spring mitigation (upper right), within Undai River alluvium, just
south of the MLA.

Note: In the foreground, surface water from the current overland hose discharge of Undai River
subsurface flow is present. This surface water will not be present at the completion of the Undai
River Partial Adjustment and Protection Project. Nested monitoring points are located in the
upper left of the photograph.
Currently, the Project is unable to implement construction outside of the MLA in
accordance with the Undai River Diversion – Final Design, as the requisite Land Use
Permit has not been issued by the Soum government. However, the interim
replacement spring has been in place for some time and currently represents the
mitigation to the loss of the original Bor Ovoo spring. As such, a comparison should be
made between the original design of the Bor Ovoo replacement spring (as detailed in
the SMEC Undai River Diversion Project – Detailed Design Report) and the interim Bor
Ovoo replacement spring to ensure that the interim replacement is achieving the same
objectives, both as an ecosystem service and as a resource for fauna.
With respect to WRMP commitment WR02-c the impact to the Bor Ovoo spring has
been addressed via an interim mitigation; however, there are concerns regarding the
efficacy of this mitigation as described above. These commitments (WR16-a and
WR02-c) remain open as Class III non-conformances.
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Regarding commitments WR5-g, WR14-a, and WR15-a, final engineering solutions to
mitigate impacts to the Undai River alluvial system are not fully realized, as
construction activities outside the MLA are currently prohibited due to permitting
constraints. Although the Undai River Partial Adjustment and Protection Project does
contain many of the same elements as the originally planned Undai River Diversion
Project - Detailed Design Report, consideration should be given to the possibility that this
“partial adjustment” project may become the status quo for a prolonged period of time.
Further, the current discharge of subsurface alluvial flow to the surface (scheduled to
discontinue by September 2013) presents a risk of impact to the Undai River system via
evaporation losses, and potential degradation of water quality (e.g. salinization). These
potential risks were not assessed in the ESIA, as the Undai River Partial Adjustment
and Protection Project was not considered at the time of ESIA preparation. These
commitments (WR5-g, WR14-a, and WR15-a) are open as Class III non-conformances.
The in-progress Undai River Partial Adjustment and Protection Project will route
surface and subsurface flow around the zone of drawdown created by expansion of the
open pit. However the Hydrogeological Conditions Near the Mine Site report indicates that
mineral bores in the MLA are interconnecting alluvial, weather bedrock, and bedrock
aquifers. The Water Resources Management Plan includes the commitment that a
re-evaluation of boreholes will be performed to determine if any additional mitigation
actions are required if water levels and/or abstraction rates significantly exceed
anticipated levels (WR-05e). Per the report recommendation, the grouting of these bores
should be implemented to mitigate any loss of Undai River alluvial flows. As grouting
has not yet occurred, this commitment remains open as a Class II non-conformance.
The WRMP includes the commitment (WR-05b) that each temporary construction water
supply borehole will be individually assessed prior to use to confirm that its area of
influence does not include any existing springs/boreholes used by third parties or
wildlife. Water levels in herder wells Khaliv and Shavagt-1, located near the new
airport, had experienced decreases in static water level as of September 2012. These
decreases had been potentially attributed to extraction of water from the OTCO2P and
OTCO4P temporary supply wells also located in the vicinity of the new airport.
The WRMP includes the commitment that water abstraction required during
construction of the Oyu Tolgoi to Gashuun Sukhait (OT-GS) Road and Gunii Khooloi
pipeline shall be sourced from aquifers that are deeper than, and hydraulically separate
from, those used by herders (W- 05c). As of September 2012, water levels in herder
wells Sukhai, Ovoo tsav, and Suurin shavag, located near the constructed borefield
pipeline in the Gunii Khooloi region, had experienced decreases in static water level in
2011 relative to a control group located farther away from the pipeline. Water level
decreases were also observed in herder wells along the OT-GS infrastructure corridor.
The Project has attributed declining water levels in the Shavagt-1, Sukhai, and Ovoo
tsav wells to the gradual filling of these older wells with fine-grained sediment,
negatively impacting infiltration and recharge rates. The Sukhai herder well was
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included in the 2011 Well Rehabilitation Program to improve its performance (i.e., to
allow the well to more efficiently recharge during precipitation events). Static water
level data do show some recovery subsequent to the rehabilitation, although current
water levels at this location are still below historical norms. A long-term, gradual
decline in static water levels is evident at the Shavagt-1 and Ovoo tsav wells, and this
decline has been attributed to siltation of these wells. Neither of these wells has been
rehabilitated.
The IESC was unable to verify whether the siltation is the root cause of observed
declining trends in static water levels at some herder well locations. For example, static
water levels in the Sukhai well are still below historical norms, despite rehabilitation in
2011. Often individual wells have differing herder, participatory monitoring program
(PWP) and OT monitoring names, making it difficult to obtain accurate data and action
information. There are two wells in the PWP that both have the name Sukhai, although
only one has the name Sukhai using OT nomenclature, and the herder name for the
same well is Tumurkhutag. In addition, problems with data quality are evident, as the
Shavagt-1 well had data entered from the Shavagt-2 well prior to February 2010.
Further the Shavagt-1 well is referred to as Zaarakht in the PMP and Mendbayar by
herders.
Additional regional rainfall measurement devices are planned for purchase by the
Project, to be installed in 2013 in the Gooni Holoi and Oyu Tolgoi catchments. These
devices should aid in correlating static water level trends with precipitation events.
The IESC recommends that a standard naming system be applied to all wells. Greater
attention should also be given to the monitoring of potential impacts to herder wells,
and documentation of mitigations undertaken to investigate declining trends (for
example at the Ovoo tsav herder well, which has experienced consistent static water
level declines). Further, the purchase of additional rainfall measurement devices should
be undertaken to assist in the analysis of water level trends, and the Project has already
planned for this. Documented declines in water levels at herder wells Shavagt-1,
Sukhai, and Ovoo tsav should be further investigated to conclusively demonstrate that
these herder wells have not been negatively impacted by Project construction activity.
The IESC is currently unable to confirm that all temporary construction water supply
boreholes have not impacted existing herder wells and commitments WR05-b and
WR05-c remain open as Class II non-conformances.
Project commitments from the WRMP include abandonment of wells that indicate
cross-connectivity between shallow and deep aquifers (WR09-d). Cascading behavior
has been observed in exploration boreholes CGHW4x6, GHW5x1, GHW6x1, GHW14x1,
GHEB-08, and GHEB-02, indicating possible cross-connectivity of aquifers at these
locations in the Gunii Hooloi borefield. The Project has not been able to progress
abandonment of these boreholes as this work is pending approval from the Khanbogd
Soum Governor. A working group was established by the Khanbogd Soum Governor in
March 2013 to investigate options for the abandonment of these wells. Further, as
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mentioned above, mineral bores in the MLA are interconnecting alluvial, weather
bedrock, and bedrock aquifers and the grouting of these bores should be implemented
per recommendations of the “Hydrogeological Conditions Near the Mine Site” report.
As this grouting has not yet occurred, commitment WR09-d remains open as a Class II
non-conformance.
WRMP commitment WR10-a states that control of low grade ore dumps during the
construction period will be in line with the methods outlined in the Construction Waste
Management Plan (Section D8). Section D8 of the ESIA states that rock from
construction of the underground mine shafts will be stockpiled and eventually fed into
the ore stream. However, the Project currently sees this as unlikely, and the highest
beneficial use of this material is projected to be as fill for interior dikes or Zone F of the
tailings storage facility. Some efforts have been made to segregate Potentially Acid
Forming (PAF) and Non Acid Forming (NAF) at Shaft 1, although this is not occurring
at Shaft 2. These stockpiles are located on naturally occurring clay, do have perimeter
containment bunds, and are regularly checked for seepage (none has been observed to
date).
It is recommended that the Shaft 2 stockpile be managed as PAF, and that both Shaft 1
and Shaft 2 stockpile materials be relocated to PAF-appropriate zones of the Tailings
Storage Facility or the main PAF waste rock dump. Additional confirmatory sampling
is also recommended based on more detailed acid/base accounting and Net Acid
Generation testing. Due to the above commitment, WR10-a remains open as a Class III
non-conformance.
4.2.4

Observations Relating to GIIP
There were no observations for Water Management relating to GIIP.
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5.0

LABOR & WORKING CONDITIONS

5.1

WORKER ACCOMMODATION

5.1.1

Project Strategy
The ESIA and ESMPs address worker accommodation arrangements for employees and
non-employees (as defined by IFC PS2 and EBRD PR2) at the Project. ESIA Section C8,
the Labor Management Plan (Section D17) and the Influx Management Plan
(Section D16) contain commitments related to worker accommodation. These plans
align with Senior Lender Environmental and Social Standards including PS2, PR2, and
the IFC/EBRD Worker Accommodation Guidelines.
The Project’s strategy for worker accommodation has evolved during the Construction
Phase. The initial approach consisted of a large amount of accommodation within the
Project fence-line which was constructed and managed in line with Senior Lender
Environmental and Social Standards. However, several camps were developed by
contractors outside the Project fence-line which were not in all cases developed in line
with applicable Environmental and Social Standards.
Specifically, non-conformances with these standards were identified in the case of the
CIS Contractor Camp in Khanbogd soum center during the September 2012 Audit.
Acting on these identified non-conformances the Project has closed the non-conformant
camp and developed new accommodation inside the Project fence-line which is
designed to be in conformance with Environmental and Social Standards, including the
IFC/EBRD Worker Accommodation Guidelines. Inspection of these new facilities by
the audit team has confirmed the appropriateness of these new facilities.

5.1.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. One previous non-conformance finding was confirmed as closed and no
new non-conformances were identified during the April 2013 Audit.
The following provides a summary of the material observations, with the observations
broken down into either observations related to non-conformance and/or GIIP.

5.1.3

Observations Relating to Non-Conformance
Non-conformances identified in 2012 relative to the CIS construction worker housing and
monitoring of Contractor housing have been substantively improved and no longer
represent a material non-conformance with Senior Lender Environmental and Social
Standards. All outstanding non-conformances from September 2012 have now been
closed. The Project’s approach has been to close the CIS Contractor Camp in Khanbogd
soum center and relocate these staff to a newly constructed ger facility at the Project site.
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These new facilities address earlier concerns relative to the proximity and number of
showers/bathrooms; and provide access to improved on-site laundry and recreational
options. This relocation also removes the need for the daily bus commute of staff from
Khanbogd to site, which was identified as a fatigue issue with H&S implications.
5.1.4

Observations Relating to GIIP
Staff accommodation concentration levels remain high, to a point where for many
junior staff or those in service roles, accommodation still consists of four persons per
ger. The ger accommodations on site are clean, comfortable and in line with locally
acceptable conditions; however, there remains a high level of worker density in small
housing units. Environmental and Social Standards encourage that the use of collective
rooms should be minimized where possible. As the Project moves into a steadier
Operations Phase, it should continue to move towards lower density accommodation
where possible.

5.2

OCCUPATIONAL HEALTH & SAFETY

5.2.1

Project Strategy
The site has implemented a series of management plans and other documents
(contained in the ESIA and ESMPs) for the management of Occupational Health and
Safety during the Construction Phase of the Project; these are aligned with Project
Environmental and Social Standards. These documents include:
•

Oyu Tolgoi Security Plan;

•

Transport Management Plan;

•

Emergency Response & Preparedness Plan;

•

Health, Safety and Environmental Management System implemented by Fluor –
the EPCM Contractor;

•

Worker Health, Safety & Security Management Plan;

•

Community Health, Safety and Security Management Program; and

•

Hazardous Materials Management Plan.

The above have been supplemented during the transition to the operational phase
through the ongoing development and implementation of the Oyu Tolgoi Health,
Safety and Environment Management System. The Project has an emerging health and
safety culture and is progressing steadily towards a fully operational health and safety
management system.
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5.2.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. One occupational health and safety non-conformance relating to previous
findings in September 2012 remains open. One new non-conformance finding was
identified during the April 2013 Audit.
The following provides a summary of the material observations, with the observations
broken down into either observations related to either non-conformance and/or GIIP.

5.2.3

Observations Relating to Non-Conformance
The HSE Management System is being implemented across construction areas.
However, the effectiveness of the system could not be clearly demonstrated in all areas.
During the site visit to the Underground Operations, observations were made relating
to unsafe conditions including:
•

Obstructed and missing fire extinguishers;

•

Obstructed and faulty emergency shower and eye wash; and

•

Leaking diesel dispensing nozzle causing a pool of diesel on the ground.

These issues were followed up within the HSE Management System and it was found
that:
•

Location of fire extinguishers are not inspected as a result of changes to the
identification system;

•

The safety shower and eye-wash had not been reported as faulty and hence was
not in the planned maintenance schedules; and

•

The leaking diesel nozzle (see Figure 5-1) had been reported two days prior to
the visit; however, the person in control of the area had incorrectly signed the
inspection sheet indicating that the action was complete.

Although systems such as internal inspections intended to verify compliance and
progress toward the desired outcomes are in place, they are not providing the intended
level of control of unsafe conditions. Based on observations made in the underground
mine, it is recommended that the site perform a review of the systems in place intended
to document monitoring results and identify and reflect the necessary corrective and
preventive actions. This review should include core contractor HSE Management
Systems including subcontractors such as Redpath. This item remains open as a Class II
non-conformance.
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Figure 5-1

Fuel Leakage in the Underground Operations

Previous Audits had identified that the Occupational Health management program
required by Project commitments (CHSS1, CHSS6e) had not been implemented for all
persons exposed to hazards that have latency for occupational disease to manifest.
The April 2013 Audit established that the site has commenced and made significant
progress towards the construction of the Occupational Health facility and has procured
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all the related diagnostic equipment. A program has commenced whereby workers
from Similar Exposure Groups are scheduled by Human Resources (HR) to attend
medical surveillance. The information from the diagnostic tools such as spirometry and
audiometry will be incorporated into the program once the equipment has been
installed, commissioned and calibrated. Although significant progress has been made
since September 2012, this finding from previous Audits has not as yet closed and
remains open as a Class II non-conformance; as such, the commissioning and use of the
diagnostic tools will require verification by an IESC during 2013.
5.2.4

Observations Relating to GIIP
There were no Audit findings that emerged or were not closed out from the
September 2012 Audit relating to occupational health and GIIP.

5.3

WORKING CONDITIONS & MANAGEMENT OF WORKER RELATIONSHIP

5.3.1

Project Strategy
The ESIA and ESMPs address potential Project impacts and management plans related
to Labor and Working Conditions. These potential impacts are delineated in ESIA
Section C8 Population and Influx, Section C12 Community Health Safety and Security
(CHSS and Section C9 Employment. Impacts are considered for both direct and indirect
labor, workers and non-workers as defined by IFC Performance Standard 2 (PS2)
“Labor and Working Conditions” and in EBRD Performance Requirement 2 (PR2)
“Labor and Working Conditions”.
The Project recognizes in the ESIA and ESMPs the potential to have a significant impact
on labor and working conditions across the Project area. To manage the potential risks
relating to impacts to labor and working conditions, the Project has included in the
ESMPs the Labor Management Plan (ESIA Section D17). This plan includes 57 specific
commitments regarding hiring, employment, training, labor management, national and
local recruitment practices, and worker accommodation standards.
The Labor Management Plan describes the methods, measures, and procedures that
have been established and will be used by the Project in order to achieve conformance
with Mongolian and international labor requirements, achieve local and national
employment targets, and to ensure that recruitment, employment and training are
carried out in a fair and transparent manner, consistent with GIIP, Project
Environmental and Social Standards (see Appendix B) and the Project’s internal
guidelines and norms.

5.3.2

Observations
During the Audit, ERM made observations regarding conformance and
non-conformance. A total of three non-conformances were documented during the
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September 2012 Audit relative to Working Conditions and Management of Workers.
These non-conformances were reviewed during the April 2013 Audit and of these items
one remains open. No new non-conformances were identified during the April 2013
Audit. The following provides a summary of the material observations, with the
observations broken down into either observations related to non-conformance and/or
GIIP observations.
5.3.3

Observations Relating to Non-Conformance
Non-conformances identified in 2012 remain as of April 2013, relative to establishing
contractors are informed of and understand HR and HSE requirements. The Project
needed to establish a process to ensure contractors comprehensively understand the
requirements they must meet and that these align with the various human resources
and health, safety environment requirements presented in the Labor Management Plan
commitments (LMP04-m). There has been progress against the previous Audit findings,
such as internal monitoring of Construction Phase Labor/Accommodation Conditions.
However evidence of implementation of recommendations made in the internal audit
was not provided by the Project. It is recommended that monitoring measures captured
in the Oyu Tolgoi LLC, Deliverable 2: Human Rights Monitoring for Phase II document
relative to improving contractor awareness of Project Environmental and Social
Requirements be implemented during the Operations Phase. Taking the above into
consideration, this item remains open as a Class II non-conformance.

5.3.4

Observations Relating to GIIP
Since September 2012, the Project has had an external consultant undertake monitoring
relative to Human Rights and the previous 2012 IESC Audit findings. These reports
include recommendations for future monitoring. ERM would encourage the Project to
incorporate these recommendations to further strengthen the Human Resources system
for the Operations Phase.
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6.0

POLLUTION PREVENTION & ABATEMENT

6.1

AIR QUALITY

6.1.1

Project Strategy
The ESIA and ESMPs address potential Project impacts to Air Quality. These potential
impacts are delineated in ESIA Section C2. Relevant Project activities relating to air
quality inside the MLA include dust-generating physical construction works, operation
of diesel power generators, the waste incinerator, coal-fired boilers, vehicles and heavy
equipment. Relevant Project activities relating to air quality outside the MLA include
construction of the Gunii Hooloi pipeline, OT-GS road, Oyu Tolgoi – Khanbogd road,
transmission lines, and permanent airport. The management of these impacts is
discussed in detail in ESIA Section D2. Air quality is considered to fall under IFC PS3
and EBRD PR3 Pollution Prevention and Abatement.
The Construction Phase Air Quality Management Plan (AQMP) details commitments to
meet air emission requirements for significant point emission sources, and key
measures that will be undertaken to mitigate impacts, especially those related to dust
generation. The objectives of the AQMP are to outline the applicable standards with
regards to the point source emissions and ambient air quality. Further, the Air Quality
Management Plan defines operational procedures for air quality management, roles
and responsibilities, monitoring and reporting procedures and training requirements.
Key performance indicators include zero regulatory non-compliances and lack of
community/herder concerns regarding air quality/emissions management. In total,
there are 15 individual Air Quality Management commitments.

6.1.2

Observations
During the Audit, ERM made observations regarding conformance. The site visit
included meetings with the Environment Department Manager and members of the
Environmental Compliance Team.
Of the 15 AQMP commitments, one non-conformance was documented during the
September 2012 Audit. This one non-conformance was reviewed during the April 2013
Audit and this items remains open. No new non-conformances were identified during
the April Audit.

6.1.3

Observations Relating to Non-Conformance
Monitoring of ambient air quality is performed by the Project at locations located both
within and outside of the MLA. Results of this monitoring are evaluated with respect to
Mongolian National Standard (MNS) 4585: 2007 which specifies that daily average
concentration of dust particles of PM2.5 and PM10 in the ambient air should not exceed
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0.05 mg/m3 and 0.1 mg/m3, respectively. Exceedences of these standards were
recorded at 10 locations in 2012, and in many instances numerous exceedences were
recorded at the same monitoring point location over the course of the year.
In some instances these exceedences were related to in-progress construction activity,
for example at the location of the permanent airport and explosive ordinance storage
facility. As construction at these locations has been completed it is expected that dust
generation will be significantly reduced in the future, leading to a reduction in total
suspended particulate (TSP) concentrations. However at other locations, including
those outside of the MLA, exceedences are related to dust generation by on-going
Project activities. The Project has identified potential corrective actions to reduce
concentrations of TSP at these locations (for example greater frequency of road
watering and reduction of speed limits in key areas of concern). At the Dugat gravel
quarry, the installation of dust suppression equipment for a rock crusher is identified as
a logical corrective action. The IESC recommends that these corrective actions be
implemented to reduce, as much as possible, dust generation and corresponding TSP
concentrations in ambient air.
A stack emissions survey was performed by the WardKarlson Consulting Ltd. between
November 19th and 27th, 2012. The objectives of this study were to evaluate emissions
quality at significant point sources on site, including from diesel generators and coal
fired boilers. A summary report of findings is included in the Project’s “Stack Emissions
Testing Report” prepared in January 2013. Sampling results from the diesel generators
were below Nitrogen Oxides (NOx) and Sulfur Oxides (SOx) emission guidelines;
although it is acknowledged in this report that emission concentrations may exceed IFC
Guidelines under different loading conditions (the generators sampled were running
but not generating power at the time of testing). SOx emission concentrations from the
8-ton boiler exceeded the lower end of the IFC General EHS Guideline’s emission limits
for coal fired boilers, and SOx emissions concentrations for the Shaft 1 coal boiler
exceeded the upper end of the applicable IFC Guidelines. Due to the above, this item
remains open as a Class II non-conformance.
Exceedences of ambient air quality criteria for NOx and SOx were recorded in 2012
Project sampling, particularly from April through August. It is recommended that the
Project undertake an ambient air quality assessment to investigate, on a risk assessment
basis, if ambient concentrations of industrial gases have the potential to have an adverse
impact on work health and safety. Further non-compliances noted in the 2013 WKC
stack emission sampling report should be further investigated and appropriate
mitigations implemented.
6.1.4

Observations Relating to GIIP
There were no observations with respect to Air Quality related to GIIP.
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6.2

NOISE AND VIBRATION

6.2.1

Project Strategy
The ESIA and ESMPs addressed impacts and management strategies related to Noise
and Vibration, which is categorized under IFC PS3 and EBRD PR3 Pollution Prevention
and Abatement. Specifically, ESIA Section C3 addressed potential impacts resulting
from the Project and Section D3 addresses management plans to address those impacts
for the Construction Phase of the Project. Relevant Project activities which relate to
PS/PR 3 include on site vehicle movements, earth works, power generation, blasting,
offsite vehicle movements, and operation of the airport.
The objectives of the Noise and Vibration Management Plan are to outline applicable
Project Standards with regards to noise and vibration control, identify potential sources
of noise and vibration impact, define the operational procedures for noise and vibration
control, define roles and responsibilities, define monitoring and reporting procedures
and define training requirements.
The Construction Phase ESMP Noise and Vibration Management Plan includes
commitments for monitoring and modeling of ambient noise levels from operations,
and appropriate contractor diligence with respect to noise considerations during
operation of equipment and machinery. Key control measures to mitigate noise include
the use of noise baffling equipment and monitoring in the vicinity of sensitive receptors.
Complaint handling via the Project’s grievance system is intended to ensure noise and
vibration levels do not cause nuisance or otherwise cause harm.

6.2.2

Observations
Of the 37 NVMP commitments, no non-conformances were documented during the
September 2012 Audit. No new no-conformances were identified relative to Noise and
Vibration during the April 2013 Audit.
During the Audit, ERM made observations regarding conformance which are
summarized in the following sections.

6.2.3

Observations Relating to Non-Conformance
The September 2012 Audit did note the following key commitments as being in
conformance with ESIA and ESMP requirements:

ERM

•

Particularly noisy equipment is fitted with noise barriers, baffles, sound
insulation or enclosures;

•

Noisy equipment is operated during daytime hours;

•

Distances are extended reasonably between noisy equipment items and the
identified sensitive receptors;
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6.2.4

•

Airport traffic is restricted to daytime hours; and

•

Blasting is limited to occurring between the hours of 09:00 and 17:00.

Observations Relating to GIIP
There were no observations with respect to Noise and Vibration related to GIIP.

6.3

FUELS AND PETROLEUM

6.3.1

Project Strategy
The ESIA and ESMPs address impacts and management plans for fuels and petroleum.
In the ESIA, Section C discusses impacts as they relate to fuels and petroleum and ESIA
Section D5 outlines the management strategies to mitigate these impacts. Fuels and
Petroleum are considered under IFC PS3, EBRD PR 3, IFC General EHS Guidelines and
EHS Guidelines for Mining.
The Project’s Petroleum and Fuels Construction Management Plan (PFMP) is designed
to ensure the effective storage, management and disposal of petroleum and other fuels
by the Project. The plan details prevention of adverse effects during the Construction
Phase along with associated monitoring plans.
The site has recently completed a significant upgrade of fuel handling facilities in order
to bring them into conformance with Project commitments. The Project has sought to
ensure that their principal fuel handling contractor has the necessary processes and
procedures in place to facilitate compliance with the Petroleum and Fuels Construction
Management Plan.

6.3.2

Observations
During the April 2013 Audit, ERM examined progress made regarding conformance
and non-conformance. Of the 33 FPMP commitments, a total of 6 non-conformances
were documented during the September 2012 Audit. These 6 non-conformances are
closed as of April 2013. The result of the evidence reviewed during document review,
interviews and site observations made during the Audit is that there were no new
observations relating fuels and petroleum.

6.3.3

Observations Relating to Non-Conformance
There were no new non-conformance findings during the April 2013 Audit. All
September 2012 non-conformances as they relate to the Petroleum and Fuels
Management Plan have been closed.
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6.3.4

Observations Relating to GIIP
There were no observations with respect to fuels and petroleum related to GIIP.

6.4

WASTE MANAGEMENT

6.4.1

Project Strategy
The ESIA and ESMPs address potential Project impacts and management plans for
Waste Management. The potential impacts are delineated in ESIA Section C and the
Waste Construction Management Plan (WCMP) is found in ESIA Section D8. Waste
management is captured under IFC PS3 and EBRD PR3 Pollution Prevention and
Abatement. Potential negative impacts (identified in the ESIA and ESMPs) associated
with poor waste management practices could include:
•

Contamination of soil and water resources;

•

Resource wastage due to poor segregation of recyclable materials;

•

Visual impact/unsightly areas;

•

Impact to animals (if allowed to scavenge); and

•

Human health impacts (if the site is either unsecure or hazardous wastes are not
disposed of properly).

The objectives of the WCMP are to outline applicable standards with regards to waste
management, operational procedures for waste management, roles and responsibilities;
as well as auditing and reporting procedures. The WCMP describes mitigation and
monitoring measures undertaken by the Project to protect environmental and social
receptors from adverse impacts associated with the generation of waste. The plan
recognizes that the generation of waste is inevitable on a mining project and sets out a
systematic approach for the management of wastes in line with good practice
procedures.
The WCMP details a total of 71 individual commitments to protect environmental and
social receptors from potential adverse impacts associated with Project-generated
wastes. Wastes covered in this section include solid refuse and liquid effluent streams,
as well as waste rock generated from the construction of the underground shafts and
other general excavations.
6.4.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. The Audit included meeting with the Environment Department Manager,
members of the Environmental Compliance Team, as well as an inspection of the
interim waste management facility.
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Of the 71 WCMP commitments, a total of 5 non-conformances were documented during
the September 2012 Audit. Of these 5 non-conformances, 4 remain open as of April
2013. One new non-conformance was identified during the April site visit, leaving a
total of 5 open non-conformances. The new non-conformance from April 2013 relates to
the inability of the Project to use the permanent waste management facility, which has
been designed to US EPA standards. The Project is not able to utilize this new facility
pending a regulatory permit to be issued by the Soum government.
6.4.3

Observations Relating to Non-Conformance
In prior Audits numerous small water bottles were present on the site, including in a
stockpile at the interim waste management facility. The Project has committed in the
WCMP to reduce the use of small plastic water bottles through the installation of a
bottled water dispensing system (WCMP 10-c). During the April 2013 Audit it was
noted that small water bottles are consistently in use as a potable water source, and that
the number of small plastic water bottles stored for recycling has grown. A reverse
osmosis central water supply plant has been constructed on site, to process water
supplied from the Gunii Hooloi borefield for domestic consumption. However, this
facility is not able to operate pending regulatory approval. As per the above, this item
remains open as a Class I non-conformance.
Prior Audits noted some inappropriate storage of potentially hazardous materials at the
interim waste management facility. Prior and current (April 2013) visual inspections of
this facility found that recyclable materials were being separated from general refuse,
and that a dirt cover is used to cover refuse as it is buried to reduce attraction to avian
species. The perimeter of the interim waste management facility is fully fenced.
Concrete bunded areas have been constructed for temporary storage of potentially
hazardous materials such as waste oils. However, some evidence of small spills and
improper storage of potentially hazardous materials was observed, as discussed further
in the Hazardous Materials Section of this Report (Section 6.5). Large numbers of drums
containing waste oil were present in the most recent Audit. These had been incorrectly
delivered to and received by the staff of the facility The Project has committed in the
WCMP to store waste oils and solvents in separate drums on pallets, on paved areas
equipped with secondary containment (WCMP 12-b). The Project had recognized the
improper delivery of these materials to the interim waste management facility and was
in the process of recycling these materials during the Audit. The IESC recommends
tighter controls on delivery to the interim waste management facility, to prevent receipt
of hazardous materials that the facility is not designed to accommodate. As per the
above, this item remains open as a Class II non-conformance.
The WCMP contains the commitment that medical wastes will be incinerated under the
supervision of medical staff at the site incinerator (WCMP 17-a and 17-b). The Project
has constructed a new incinerator that conforms with EU Directive 2000/76/EC with
regards to the incineration of waste. This incinerator was scheduled for completion as of
June 2012 (WCMP 23). However, due to delays in shipping and commissioning
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difficulties the new incinerator has not yet become operational, although during the
April 2013 Audit this was scheduled for completion by May 2013. The current Audit
did note that some medical wastes (sharps and expired pharmaceuticals) were sent to
the old incinerator for disposal, although this facility does not conform to the same
technical requirements as the replacement incinerator. The IESC recommends that these
materials be instead sent to an offsite entity to ensure adherence to safe and appropriate
management, until such time as the new incinerator becomes operational. This item
remains open as a Class II non-conformance.
6.4.4

Observations Relating to GIIP
Although completed, the permanent waste management facility, which was designed to
comply with US EPA standards CFR 258 (Criteria for Municipal Solid Waste Landfills)
cannot be put into operations pending issuance of a Waste Disposal Location Permit
from the Soum governor. There is no identified time schedule as to when this permit
will be provided, and there is the potential for the interim facility to continue to be used
for an indefinite period of time. This represents a continued environmental risk,
although it is the IESC’s opinion that appropriate efforts are being undertaken by the
Project to resolve these permitting challenges. It is also recommended that material
collected for recycling at the interim waste management facility be removed from the
site with more frequency, particularly for plastics.

6.5

HAZARDOUS MATERIALS

6.5.1

Project Strategy
The ESIA and ESMPs address potential Project impacts and management plans for
Hazardous Materials. The potential impacts are delineated in ESIA Section C and the
Hazardous Materials Management Plan (HMMP) is found in ESIA Section D12.
Hazardous Materials Management is considered under IFC PS3, EBRD PR3, IFC
General EHS Guidelines and EHS Guidelines for Mining.
The Hazardous Materials Management Plan is designed to ensure the effective storage,
management and disposal of hazardous materials during the Construction Phase. The
objectives of the Plan are to outline the applicable standards with regards to the
management of hazardous materials, identify potential sources of impacts associated
with hazardous materials, and define the procedures for the management of hazardous
materials. Roles and responsibilities, monitoring and reporting procedures and training
requirements are also addressed across 64 individual Hazardous Material Management
Plan commitments. The Project has constructed the facilities necessary for sustainable
storage and handling of hazardous materials, particularly relating to bulk storage areas,
palletization of hazardous material containers, training of workers in handling of
hazardous materials, as well as formalizing the transportation of hazardous chemicals.
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Operational controls have been set up for the management of hazardous materials as
the site is moving from construction to operation.
6.5.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. The following provides a summary of the material observations, with the
observations broken down into either non-conformance observations or to GIIP
observations.
Of the 64 HMMP commitments, a total of 9 non-conformances were documented
during the September 2012 Audit. Of these 9 non-conformances 2 remain open as of
April 2013. No new non-conformances were identified relative to Hazardous Materials
in April 2013.

6.5.3

Observations Relating to Non-Conformance
Hazardous materials storage areas were visited during the Audit and it was observed
that all containers are now stored appropriately on pallets and within concrete
containment areas. The areas where hazardous materials were not stored appropriately,
that were identified as non-conforming during the September 2012 Audit have been
cleared. However, Project staff confirmed that these hazardous chemicals were
removed to the Interim Waste Management (see Figure 6-1 and Figure 6-2) site and not
disposed of as hazardous materials as described in the Construction Waste
Management Plan. Corrective actions will need to be demonstrated by the Project
during the subsequent IESC Audit in 2013. This item remains open as a Class III nonconformance.
In areas where spills were reported during the September 2012 Audit, the site has
performed a clean-up. However, the site was not able to demonstrate that the soils
affected by the seven spills previously observed were treated. It is recommended that
the site perform soil tests in those areas where the spills occurred in order to evaluate
the extent of the contamination and then to ensure that all contaminated soil is removed
and treated in accordance with applicable clean-up standards. Documentation of this
process will require verification during subsequent IESC Audits in 2013. This item
remains open as a Class III non-conformance.

6.5.4

Observations Relating to GIIP
There were no observations with respect to Hazardous Materials related to GIIP.
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Figure 6-1

Hazardous Materials & Waste Storage (1) at the Interim Waste Management Centre

Figure 6-2

Hazardous Materials Storage & Waste (2) at the Interim Waste Management Centre
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6.6

EMERGENCY PREPAREDNESS & RESPONSE

6.6.1

Project Strategy
The Project recognizes in the ESIA and ESMPs the need to mitigate and manage
potential impacts on the community; occupational health and safety; and the
environment in the event of emergency situations. The overarching approach is
managed through the Emergency Preparedness and Response Management Plan
Section D20 which details the procedures to mitigate and control these potential
impacts.
The objectives of this Plan are to outline the applicable standards with regards to
emergency preparedness and response, and define the emergency preparedness and
response procedures utilized during the Construction Phase. The Plan further defines
roles and responsibilities, and training requirements and signpost supplementary
emergency scenario or facility plans where response procedures are detailed.
The Project is currently combining the emergency response processes of its
Underground operations with those of its surface activities in terms of broadening
resources and utilization of infrastructure. Facilities and equipment relating to
emergency response appropriate to the identified emergency scenarios and in line with
industry best practice.

6.6.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance. These are summarized in the following sections.
Of the 21 Emergency Preparedness and Response Management commitments in the
ESMPs, a total of 4 non-conformances were documented during the September 2012
Audit. All 4 non-conformances are closed as of the April 2013 Audit and no new nonconformances were identified.

6.6.3

Observations Relating to Non-Conformance
There were no new non-conformance findings identified during the April 2013 Audit.
All September 2012 non-conformances as they relate to the Emergency Response
Preparedness Management Plan have been closed.

6.6.4

Observations Relating to GIIP
There were no observations with respect to Emergency Response Preparedness related
to GIIP.
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6.7

TRANSPORTATION MANAGEMENT

6.7.1

Project Strategy
The Project recognizes in the ESIA and ESMPs the need to minimize potential negative
impacts that are associated with Project vehicle and aircraft movements. Therefore, the
Project has included in the Construction Phase ESMPs the Traffic and Transport
Management Plan Section D11 which sets out a systematic approach to minimize
environmental and social impacts and health and safety risks.
The objectives of the Traffic and Transport Management Plan are to outline the
applicable standards (primarily Mongolian) with regards to transportation, and define
transportation procedures, controls and mitigation measure to be implemented and
utilized during the Construction Phase of the Project. The Plan further defines roles and
responsibilities, monitoring and reporting procedures and training requirements.
A Transport Management Plan for the Operations Phase has been developed and is
currently under review by the Senior Lenders and IESC.

6.7.2

Observations
During the Audit, ERM examined progress made in observations regarding
conformance and non-conformance. Of the 55 Traffic and Transport Management Plan
commitments, a total of 4 non-conformances were documented during the September
2012 Audit. Of these 4 non-conformances 2 remain open as of April 2013 and no new
non-conformance findings were identified.
The result of the evidence reviewed during document review, interviews and site
observations made during the Audit is that many previous findings related to
transportation management have been addressed. The following provides a summary
of the material observations, with the observations broken down into either nonconformance observations and/or GIIP observations.

6.7.3

Observations Relating to Non-Conformance
Project commitments state that to minimize dust from truck cargoes, truck sides and
rails, roads will be swept to remove spilled material (TR05) which was not occurring
during Audits in 2012. During September 2012 the Project represented that this activity
was considered impractical for load and haul activities. There was further concern that
the practice of sweeping may introduce additional safety hazards. The Project has since
reviewed the practice and has implemented measures to ensure that the intent of the
commitment is met through alternative measures. These measures include ensuring
that the rails of trucks are designed to prevent the accumulation of dust as well as
installing level indicators to ensure that the trucks are not overloaded. This finding
remains open and ERM recommends that this practice be transferred to the OESMPs.
This item remains open as a Class I non-conformance.
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The Traffic and Transport Management Plan sets the requirement that all drivers must
observe a maximum daily driving limit of 9 hours (up to 10 hours 2 times per week)
(TR14). Mining operations shift based drivers that are performing load and haul
operations are currently exceeding this limit. The Project has performed a review of the
fatigue management restrictions on the maximum amount of hours that a driver can
drive and the logistics of the shiftwork system. The Project represents that the current
practice relating to load and haul is appropriate to the risk. This item remains open and
this practice should be transferred to the Operations Phase Transportation Management
Plan. This item remains open as a Class I non-conformance.
During the September 2012 Audit it was noted that whilst many aspects of the Traffic
and Transport Management Plan as they relate to road safety, road condition and road
use were in place, on-site coordination and contractor controls remained weak (TR01-b,
TR03-b, TR03-c and TR03-d). In April 2013, the Project demonstrated that the original
construction management plan has been fully integrated into current practices and
procurement procedures for safe transport of hazardous materials and related
emergency response plans and processes for regular safety audits of transport
contractors.
6.7.4

Observations Relating to GIIP
There were no observations with respect to transportation management related to GIIP.
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7.0

COMMUNITY HEALTH, SAFETY, AND SECURITY

7.1.1

Project Strategy
The ESIA and ESMPs address potential Project impacts and management plans for
Community Health, Safety and Security. These potential impacts are delineated in ESIA
Section C12, the CHSS Management Plan and the Influx Management Plan for to the
Construction Phase is found in ESIA Section D18 and D16. The management of CHSS
relates to IFC PS4 and EBRD PR4 – Community Health, Safety and Security.
Potential impacts to CHSS by the Project are primarily associated with road safety,
community health and dust. The Construction Phase CHSS Management Plan sets out
64 commitments to establish mechanisms and procedures for protecting local
communities from hazards, risk and impacts; as well as recognizing that the first step in
protecting community health and wellbeing is ensuring the health of its workforce.

7.1.2

Observations
During the Audit, ERM made observations regarding conformance and
non-conformance. The Audit included meeting with the CHSS Superintendent, Town
Strategy Officer, General Manager HSE, attending a community town hall meeting on
electrical safety and verifying documentation provided by the Project.
A total of eight non-conformances relating to CHSS were identified during the
September 2012 Audit [Note: these non-conformances relate to commitments contained
in the CHSS Management Plan and Influx Management Plan]. Of these nonconformances, 4 remain open as of the April 2013 Audit. No new non-conformances
were identified during the April site visit. The following provides a summary of
observations made during the Audit, broken down into either observations related to
non-conformance and/or GIIP observations.

7.1.3

Observations Relating to Non-Conformance
During the September 2012 Audit, it was identified that reliance on anecdotal evidence
of human trafficking did not conform to Project commitments to manage potential
human trafficking impacts as established in the CHSS Management Plan (CHSS5-i).
The commitment requires working with local government and non-government
partners to monitor issues related to human trafficking. During the April 2013 Audit, a
scope of work relative to human trafficking awareness raising and training for local
public servants was verified. As per the implementation schedule established in the
scope of work, this activity is expected to begin in May 2013. Implementation of this
activity will require verification by an IESC at a subsequent audit in the Third Quarter
of 2013. Based upon the above, this item remains open as a Class I non-conformance.
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It was identified during prior Audits in 2012 that no analysis was undertaken to assess
the influence of local economic conditions on herder health as required by Project
commitments in the CHSS Management Plan (CHSS7-g). The commitment requires the
establishment of a monitoring system to assess the influence of local economic
conditions on the health of local residents. During April 2013 Audit, the Project
represented that in order to monitor herders’ health the Project needed to establish
baseline data as a first step. Documentation relating to a “Herders livelihood and health
status” survey was verified relative to the Mongolian Ministry of Health approval on
April 1, 2013. The survey is expected to commence in May 2013and to be completed
over a 12 month period. Implementation of this survey and the establishment of the
subsequent monitoring system will require verification by an IESC in Q1 2014. Based on
the above, this item remains open as a Class I non-conformance.
During previous Audits, the Project was not in conformance with commitments to
prepare and test community emergency response plans, as required by commitments
established in the CHSS Management Plan (CHSS8-b). The Project had undertaken
extensive activities relative to traffic safety but this had not extended to other
emergency response scenarios (potential releases of chemicals and other hazardous
materials) nor tested with local residents. During the April 2013 Audit, the Project
represented that it was revising the Operations Emergency Response Plan to include
related community emergency scenarios. The draft response plan was verified and
includes controls relative to how potentially affected communities and local authorities
will be informed of any incidents and will be involved in testing Emergency Response
measures. Finalization of the Emergency Response Plan, currently under Lender/IESC
review; and testing of the plan with communities will require verification by an IESC
during subsequent audits in 2013. This item remains open as a Class I nonconformance.
Prior Audits identified that no monitoring of problems associated with abuse of drugs,
alcohol, domestic violence and or the presence of sex workers in Khanbogd Soum was
taking place, as required by Project commitment in the Influx Management Plan (IM46).
Project commitments in the Influx Management Plan require the convening of
participatory forums to target emergent social problems and identify issues by
incorporating into the Project’s social monitoring program monitoring for problems
related to abuse of drugs, alcohol, domestic violence and presence of sex workers.
During the April 2013 Audit, the Project confirmed that a new set of KPIs is to be
developed, and baseline data collected, inclusive of emergent social problems.
Proposals for undertaking the baseline work are under review by the Project
Procurement team and are expected to be subsequently tendered. Implementation of
the baseline survey work will require verification by an IESC during subsequent audits
in 2013. This item remains open as a Class II non-conformance.
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7.1.4

Observations Relating to GIIP
The new RDSP department organizational chart was presented during the site visit which
provides greater focus on Influx Management and CHSS responsibilities. No further
observations were made relative to areas for improvement aligned with GIIP.
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8.0

LAND ACQUISITION AND INVOLUNTARY RESETTLEMENT

8.1.1

Project Strategy
The Project recognizes in the ESIA that it caused physical displacement (in 2004) and
economic displacement (in 2011). The impacts are delineated in ESIA Section C12 and
the Land Acquisition and Involuntary Resettlement Management Plan is found in ESIA
Section D14 – Resettlement Action Plan (RAP). The RAP as related to Project activities
aligns with IFC PS5 and EBRD PR5 Land Acquisition and Involuntary Resettlement.
During the Audit, ERM made observations regarding conformance and nonconformance against RAP commitments. The RAP captures 21 commitments to avoid
and minimize impacts to affected households; establishes compensation and livelihood
restoration activities and procedures; and evaluates the effectiveness of the resettlement
and compensation process. The objectives are to outline the applicable standards with
regards to land acquisition and resettlement; and identify the physical and economic
displacement impacts of the Project and Project Affected People. The RAP then
describes the measures taken to minimize resettlement and displacement impacts
through application of the mitigation hierarchy, in order to establish effective
resettlement, compensation and livelihood restoration plans and procedures for
ensuring that affected peoples’ livelihoods and standards of living are improved or at
least restored.

8.1.2

Observations
Of the 21 RAP commitments, a total of 3 non-conformances were documented during
the September 2012 Audit. Of these 3 non-conformances one remains open as of the
April 2013 Audit. No new non-conformances were identified.
The RDSP department has recently undergone structural and managerial changes.
The GM RDSP heads up two functional groups: (i) Community Relations and Cultural
Resources; and (ii) Regional and Community Development. The Community Relations
and Cultural Resources Manager was in an acting position at the time of the Audit.
This group has two main functions: cultural heritage management and community
relations at site. The Supervisor for Community relations was recently promoted to
Superintendent for Community Relations. The previous Superintendent is now
managing the Regional and Community Development group.
Resettlement responsibilities are primarily held by community relations staff, who
interact with affected households directly and the pastureland management staff
responsible for implementing livelihood related mitigations. Pastureland management
is managed within cultural heritage as per the current organizational structure.
The Project is currently seeking to expand the Pastureland Management team.
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Internal monitoring of affected households remains a core role of community relations
staff. Internal monitoring of other aspects of the RAP remains less formalized, as these
are implemented through the Pastureland Management Program which is governed
within Cultural Heritage. The Project represented that internal monitoring of the RAP
will become more formalized during the Operations Phase, with internal auditing
undertaken for all aspects of RAP implementation.
Evidence of annual outcomes evaluations for physically displaced households has been
verified (2004 – 2011). Economic displacement data collection began in 2011; and in
July of 2012 an assessment of pastureland access and impacts of resettlement outcomes
on households was conducted by an external agency. This study reported that pasture
sufficiency and quality had declined for households, as a result of increased pressure on
pasturelands. Interviews conducted by ERM found that livelihoods had primarily been
maintained or improved for resettled households, many of whom had found
supplementary income through employment. The findings of the pastureland study
have since been incorporated into the new Pastureland Management Strategy and the
Project has increased its focus on pastureland activities for Khanbogd Soum herders.
An outcome evaluation will be conducted once all resettlement has been completed.
Grievances have been received relative to the RAP process since the last Audit in
September 2012. These were evidenced in the Project grievance log as well as the two
herder complaints that the IFC Compliance Advisor Ombudsman is currently
investigating. RAP related grievances received locally fell into the following areas:
•

Requests to transfer employment positions between family members;

•

Requests for jobs, as per compensation agreement arrangements;

•

Extending impact zones; and

•

Undai River impacts to water.

Resolution and follow up information according to the various grievances was verified.
This included evidence of extensive consultation activities relative to the Undai
Diversion since September 2012. Between September 2012 and February 2013 Undai
Diversion consultation activities included households who had raised their concerns
through the Project’s local grievance mechanism. Since February 2013, all engagement
with stakeholders relative to the Undai Diversion is now undertaken through the
Compliance Advisor Ombudsman process. To avoid confusion with the extensive
herder engagement being undertaken by the Compliance Advisor Ombudsman as part
of its assessment, it was not the remit of ERM to undertake interviews with affected
households during the Audit.
The Project represents that if any displacement impacts to additional households are
expected from the Undai Diversion, then RAP processes will be followed. The Project is
currently undertaking extensive studies to understand any new potential impacts to
herder water wells located in the Undai catchment. It is expected that the results of
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these studies will be used to inform any Project induced impact causation and
subsequent triggering of RAP processes for additional households.
During the Audit, ERM made observations regarding conformance and non-conformance.
The following provides a summary of the material observations, with the observations
broken down into either observations related to non-conformance and/or GIIP.
8.1.3

Observations Relating to Non-Conformance
As of April 2013, of the 89 entitled households, 88 households have signed a
Compensation Agreement. The Project is required to ensure compensation contracts are
agreed and signed with each affected household, as per commitments in the RAP (R02)
to "prepare contracts between affected households and Oyu Tolgoi". Whilst the final
contract agreement is underway, the Project must continue to safeguard that the
process is managed in a transparent way, addressing any issues that may cause ongoing
delays. The outstanding agreement will need to be managed through to completion as
per the requirements established in the RAP and verified by an IESC during subsequent
audits in 2013. As per the above, this item remains open as a Class I non-conformance.
Previous Audits in 2012 identified that a formal Grievance Mediation Committee with a
clear and auditable mandate as required by Project commitments had not been
established. This non-conformance is now closed. The Project represented during the
April 2013 site visit that discussions with Local Advisory Groups (LAGs) from 3 soums
resulted in an agreement that they will serve as the Project’s mediation committee for
general community grievances. The revised LAG Terms of Reference Section 3.5 now
states “Serve as the third party in resolving community complaints (mediation) against
Oyu Tolgoi LLC, if needed”. Review of the grievance procedure is currently underway
and the LAG third party grievance mediation role is being incorporated.
During Audits in 2012, non-conformances with livelihood commitments were
identified, which have been addressed as of the most recent Audit. Evidence of specific
projects/assistance for overall loss of grazing land to Khanbogd soum herders since
September 2012 has been verified. Examples of activities include:

ERM

•

Training for 190 herders (from 3 soums) on pasture carrying capacity in
December 2012;

•

Research to identify current pastoral use conditions, future trends, and herders’
willingness to participate in pasture use agreements in December 2012;

•

Training for 415 herders (from 4 soums) on animal husbandry and winter
preparation in January 2013; and

•

Distribution of nutritional fodder (350 tonnes) in the mine impacted area in
January 2013.

89

OYU TOLGOI – APRIL 2013 AUDIT REPORT

These assistance activities, together with the new Pastureland Management Strategy,
are acceptable to establish conformance with the intent of RAP mitigation commitments
for compensating for overall loss of grazing land.
8.1.4

Observations Relating to GIIP
There is scope for improvement relative to internal systems for monitoring all RAP
related commitments. These commitments are implemented by different functional
groups (Community Relations and Pastureland Management). The different groups
monitor their own activities, but macro implementation monitoring of all RAP
commitments remains weak. Furthermore, some staff had a clear understanding of RAP
commitments and implementation status, whilst others were unaware of RAP
mitigation measures related to their work. The Project represents that internal auditing
will occur annually during the Operations phase, which will likely address this issue in
the long term. Given that RAP mitigations have recently been the focus of stakeholder
concerns at site, it is recommended in the short term that RAP commitment
implementation at a macro level be reviewed internally.
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9.0

BIODIVERSITY

CONSERVATION

&

SUSTAINABLE

NATURAL

RESOURCE

MANAGEMENT

9.1.1

Project Strategy
The Project Area of Influence contains national and international important biodiversity
resources including, but not limited to: Critical Habitat as defined by IFC PS6, protected
habitat (the South Gobi Strictly Protected Area) and important wildlife areas (Galba
Gobi Important Bird Area). Within these areas are rare and iconic species such as the
Asiatic Wild Ass (Equus hemionus hemionus), the Houbara Bustard (Chlamydotis undulata)
and the Saker Falcon (Falco cherrug).
Section C6 of the ESIA describes potential Project impacts to these and other
biodiversity resources in relation to IFC PS6 Biodiversity Conservation and Sustainable
Natural Resource Management/ EBRD PR6 Biodiversity Conservation and Sustainable
Management of Living Natural Resources. Potential impacts of the Project on
biodiversity resources rated as Critical and High risk in the ESIA (Chapter C6,
Section 6.4) include:
•

Direct habitat loss under infrastructure;

•

Indirect habitat loss due to avoidance of infrastructure;

•

Direct mortality from collision with and electrocution by power transmission
lines;

•

Indirect mortality from hunting and collecting facilitated by increased access;
and

•

Indirect mortality from increased predation rates.

Section D6 of the ESIA contains the Flora and Fauna Management Plan (FFMP), which
defines the management controls and mitigation measures to be implemented in the
Construction Phase to avoid, minimize and rehabilitate unavoidable adverse impacts
on flora and fauna (as per the Mitigation Hierarchy). The FFMP also includes measures
for monitoring the implementation of management controls and mitigation measures
defined therein and for monitoring impacts on flora and fauna.
Additional biodiversity-related impact avoidance and minimization measures not
contained in the FFMP are included in the BAP. The BAP contains management
controls and mitigation measures that are incorporated within the Project design (and
presented in ESIA Section C6, such as bird flight diverters on transmission lines,
construction of animal underpasses and the diversion of the Undai River (including
construction of the Bor Ovoo replacement spring). The BAP also contains other more
long term commitments that extend beyond the Construction Phase and into the
Operations Phase.
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The September 2012 audit reviewed implementation of the FFMP. The focus of the April
2013 Audit included commitments established in both the FFMP and the BAP
(February 2013 version). There are a total of 75 individual FFMP 5 commitments and
25 BAP commitments, respectively. Operational readiness to implement the forthcoming
Operations Phase Biodiversity Management Plan (BMP) was also assessed during the
Audit. The following sub-sections and Table 3.2 provide details on the Audit results.
9.1.2

Observations
During the Audit, ERM made observations regarding conformance and nonconformance against FFMP and BAP commitments. The site visit included meetings
with the Environment Department Manager, the Principal Advisor – Biodiversity and
members of the Environment Team that conduct biodiversity-related work. The Audit
also included a field inspection of on-site (within the MLA) facilities and Project
infrastructure (Project roads, transmission line, temporary Bor Ovoo replacement
spring, water pipeline etc.). See Appendix C, Activity Log for further details.
Of the 75 FFMP commitments, a total of 20 non-conformances were documented during
the September 2012 Audit. These 20 non-conformances were reviewed during the
April 2013 Audit and of these items 17 remain open. All 25 BAP commitments were
reviewed in the April 2013 Audit and of these items 12 remain open. Most of the open
FFMP and BAP items are in progress to varying degrees, as described in Table 3.2. The
open items that require significant progress to reach conformance with stated
commitments in the FFMP and BAP generally fall into five topics:
1. Biodiversity-related stakeholder engagement;
2. Undai Diversion replacement spring;
3. Management and monitoring of key ecosystem services;
4. Organizational structure; and
5. Specialist capacity and resourcing.
These are further described in the following subsections.

9.1.3

Observations Relating to Non-Conformance
Biodiversity and Stakeholder Engagement
Successful implementation of several of the FFMP and BAP commitments (FF02b, FF15,
FF15a, FF17 and BAP Items 23-25) require substantial stakeholder engagement. This is
because the outcomes of the commitments and the broader offset program are

5

The FFMP commitments are numbered 1-33 with groups of commitments that address similar impacts
labeled with a letter descriptor (e.g., 1a, 1b, 1c).
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dependent on public participation and behavioural change. Specific commitments in
the FFMP regarding stakeholder engagement involve consulting with stakeholders on:
•

Minimizing roadside parking;

•

Controlling hunting in the Project area of influence and within Khanbogd soum;
and

•

Adoption and enforcement of suitable speed limits for all public users of the OTGS Road.

The Project intends to initiate these stakeholder engagement commitments in alignment
with Operations Phase biodiversity stakeholder engagement activities and development
of the Offsets Management Plan in Q4 2013 and 2014. As a first step in addressing the
hunting issue, the Project engaged external experts World Wildlife Fund, Wildlife
Conservation Society and GBC regarding control of hunting in the region and the
parties agreed that a poaching baseline assessment is needed as a first step to
addressing this issue. This study is planned for commencement in Q3 2013. Additional
future stakeholder engagement activities to support the implementation of the Offsets
Strategy and related mitigations are to be defined as development of the Offsets
Management Plan and the Biodiversity Monitoring and Evaluation Plan continues in
2013 and 2014. These items remain open as Class II non-conformances.
The BAP (BAP Items #23 and 25) establishes a requirement for updating the
Stakeholder Engagement Plan to incorporate specific biodiversity-related stakeholder
engagement activities. This includes engagement with regional bodies and institutions
involved in regional-scale sustainable development that are necessary to implement
on-site biodiversity mitigation and the Offsets Strategy by Q2 2013. The Stakeholder
Engagement Plan has not been updated to incorporate specific biodiversity-related
stakeholder engagement activities and thus no plan currently exists to drive execution
of commitments or align with other stakeholder engagement activities that are being
conducted by the Project. The current Stakeholder Engagement Plan should be updated
to include the biodiversity-related stakeholder engagement commitments, a timeline for
their execution and opportunities for alignment of biodiversity-related stakeholder
engagement activities with other stakeholder engagement actions being conducted by
the Project.
While the Project has established a process for coordination amongst the HSE MS
(Environment) and CSP MS (RDSP) Teams when a stakeholder engagement activity is
planned, this does not contribute to a comprehensive approach to executing all
stakeholder engagement commitments. When a biodiversity-related stakeholder
engagement activity is planned, the Environment Department consults with the
Community Relations Function within the RDSP Department and informs them of the
need for a meeting and topic. The Community Relations Function provides a debrief to
the person(s) that will conduct the engagement activity and following completion of the
activity, a standardized form is used to report on activity outcomes and any follow-up
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actions required. While this process facilitates information sharing and coordination
across Project departments when a stakeholder engagement activity needs to be
undertaken, it does not contribute to a comprehensive overview of all of the Project’s
stakeholder engagement commitments and the Project’s approach for executing these
commitments. Due to the above, these two items remain open as Class III nonconformances.
The BAP (Item #24) includes a requirement for initiating engagement with Mongolian
Government authorities and other relevant stakeholders regarding offsets. The purpose
of this commitment is to ensure the Project’s biodiversity offset program is consistent
with national conservation priorities and stakeholders' interests and that it is
politically/administratively feasible over the long term. On 10 April 2013, the Principal
Advisor – Biodiversity and GBC met with the State Secretary for Ministry of
Environment and Green Development to update the Government on the Project’s
operational biodiversity management strategies and preliminary ideas regarding
biodiversity offsets. The group agreed to meet again once the Project’s BMP and the
Offsets Management Plan are developed. The Project plans to meet with other
Government and relevant non-government stakeholders (e.g., NGOs) regarding offsets
as development of the Offsets Management Plan continues. This item remains open as a
Class III non-conformance.
Undai Diversion Permanent Replacement Spring and Management of Change Procedure
As discussed in the ESIA, the original Bor Ovoo spring has been impacted by pit
development. Bor Ovoo spring was an important component of the local ecology.
It supported a distinct vegetation community within the Project area of influence
(ESIA Chapter B7, Section 7.3.5), provided breeding and foraging habitats for some
species of wildlife (ESIA Chapter B7, Section 7.4.4 and 7.4.5), and provided a source of
drinking water for wildlife due to its permanence throughout most of the year (ESIA
Chapter C6, Section 6.4). As mitigation for the loss of Bor Ovoo spring, the Project
design included a replacement spring as part of the Undai River Diversion Project (see
Section 4.2.3 for details about the full Undai River Diversion Project and water-related
commitments). Specifically, the FFMP commitment (FF03-b) requires that the Project
install a replacement spring that mimics the ecological functions of the original Bor
Ovoo spring and will be fed by the diverted Undai base flow. The Project has not been
able to implement the entirety of the planned Undai River Diversion Project, including
constructing the replacement spring, due to lack of Government approval for necessary
construction activities outside the MLA. A temporary mitigation to the loss of the
original Bor Ovoo spring has been established at the site of the permanent replacement
spring in the form of a herder well (Figure 4-4). This temporary mitigation does not
reflect the permanent design parameters geared towards providing the ecological
functions of the original Bor Ovoo spring. The Project plans to complete components of
the Undai River Diversion Project outside of the MLA when the Government issues the
required Land Use Permit. Efforts to obtain Government approval to construct the full
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Undai River Diversion Project including the permanent replacement spring should
continue so that full implementation of this commitment can be completed. For this
reason, this item remains open as a Class II non-conformance.
A second related issue involves the MOC procedure that was implemented for the
interim Undai River diversion activities, including installation of the temporary
mitigation/herder well, that are being undertaken while awaiting the Land Disturbance
Permit (LDP) to proceed with the original Undai River Diversion Project activities
outside the MLA. Section D1 of the ESIA and the Operations Phase 2012 Oyu Tolgoi
HSE Management System MOC Procedure contain requirements governing the MOC
procedure. This includes implementation of a risk assessment process that is informed
by specialist input on the potential risks and impacts related to material changes in
Project operating procedures or commitments.
The risk assessment conducted for the Undai MOC procedure did not include adequate
representation of biodiversity expertise in the risk assessment process. Nor did it refer
adequately to biodiversity baseline and impact assessment findings from the ESIA,
which identified the Bor Ovoo spring as a priority biodiversity feature at High/Critical
risk from potential Project impacts. Failure to include key data and expertise on
biodiversity potentially led to an underestimation of the potential biodiversity impacts
that could take place as a result of the changes to the Undai Diversion design. In the
future, as per the requirements of the MOC procedure, complete and technically robust
risk assessments should be conducted with substantial specialist input well in advance
of any land disturbing activity or other activity that could cause environmental impacts
or be harmful to biodiversity. Specialist biodiversity input should include baseline data
evaluation (or collection if necessary), impact assessment and evaluation of avoidance
and minimization procedures to ensure that potential biodiversity impacts are
identified, minimized and/or mitigated to the maximum extent practicable. This item is
addressed in Section 4 of this report and it remains open as a Class II non-conformance.
Management and Monitoring of Critical Ecosystem Services
The FFMP and BAP commitments (FF31 and BAP Item #17) require that the Project
develop a multidisciplinary Biodiversity Monitoring and Evaluation Program that
monitors water impacts and their effects on critical ecosystem services, including
vegetation and pasture quality and evaluates the adequacy of mitigations designed to
alleviate impacts to these services. As of the April 2013 Audit, operational monitoring
activities that indirectly address ecosystem services through monitoring of water and
pastureland were included in various plans, including but not limited to, the draft BMP,
the Water Monitoring Plan, and the draft Pastureland Management Plan; however,
targeted measures designed to monitor changes in ecosystem services are yet to be
developed. For example, water quality and quantity, pastureland quality, etc. are
attributes of the environment that contribute to ecosystem services but they are not the
ecosystem services themselves. Rather, the ecosystem services related to these attributes
are the supply and delivery of clean water to people or the supply and delivery of quality
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pastureland to herders. As such, monitoring measures for ecosystem services must
address the delivery and supply of the service to people (e.g., households, herders).
Development and implementation of ecosystem services monitoring measures and
assessment of monitoring results will require a multidisciplinary approach.
This approach will need to involve members of the HSE MS (Environment Team persons responsible for water, vegetation, and biodiversity), the CSP MS (RDSP Team persons responsible for pastureland management and stakeholder engagement) and
possibly external specialists such as the Project’s Biodiversity Partners or other experts.
At the time of the April 2013 Audit, preliminary multidisciplinary engagement had
been initiated regarding the draft Pastureland Management Plan, with the RDSP Team,
the Principal Advisor – Biodiversity, GBC, and experts from Flora Fauna International
collaborating on the content of the Plan, including development of ecosystem services
monitoring measures. However, further collaboration is needed between biodiversity,
water, and social staff to ensure that all critical ecosystem services, as identified in the
ESIA, are adequately covered in the relevant operational management and monitoring
plans. ERM recommends that the Project assign a qualified person or persons to be
responsible for ensuring all commitments relative to ecosystem services mitigation and
monitoring are met and for ensuring that the obligations are understood across the
relevant parties within the Environment and RDSP Teams. For the above reasons, these
items remain open as Class II non-conformances.
Organizational Structure
BAP commitment (Item #21) requires that the Project develop an organizational
structure for the Operations Phase that will facilitate the integration of both
environmental and social specialists to ensure the effective delivery of socio-ecological
commitments, especially those relating to ecosystem services and offset management.
The Project has an organizational chart that indicates “dotted line” linkages between
environmental and social specialists. However, during the April 2013 Audit it appeared
that this interdisciplinary organizational structure has yet to be fully operationalized
and specific job requirements related to collaboration across environmental and social
teams do not exist.
Collaboration within the Project’s HSE MS (Environmental) and CSP MS (RDSP) Teams
is occurring, particularly around pastureland management (see Management and
Monitoring of Critical Ecosystem Services subsection above and Section 4.1.3), and the
recently established Committee for Environmental Protection and Rehabilitation,
Preservation, and Ecological Balance. The Committee is co-chaired by the Principal
Advisor – Biodiversity and a staff member from the RDSP Team. This committee also
includes local community members and its purpose is to provide a forum for discussing
environmental issues with the community. The first meetings of this committee will
occur in Q3 or Q4 2013.
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To prioritize further collaboration, the Project should incorporate into the job
descriptions of key staff requirements for collaboration across environmental and social
disciplines and a system should be developed for ensuring this collaboration takes
place. Upcoming opportunities for collaboration across the Project’s teams include the
implementation of the poaching baseline survey planned to commence in Q3 2013 and
development of the goals/plans for future stakeholder engagement related to the
establishment of hunting controls within Khanbogd soum. See non-conformance
No. 1.04 for further discussion of cross-collaboration recommendations. For these
reasons, this item remains open as a Class II non-conformance.
Specialist Capacity and Resourcing
BAP commitment #19 requires that the Project ensure over the long term its
biodiversity management program including on-site mitigation, offset management and
biodiversity monitoring is adequately resourced to meet Environmental and Social
Requirements and to obtain net positive gain of biodiversity values. The biodiversity
commitments established in the ESIA, FFMP and BAP are extensive and require
substantial year-round management, monitoring, assessment, and reporting efforts. As
the Project moves from the Construction Phase into the Operations Phase, these efforts
will continue and in some cases be greater through implementation of the Project’s
BMP, Biodiversity Monitoring and Evaluation Plan and Offsets Management Plan.
Current resourcing arrangements are insufficient to meet the significant current and
future workload required for implementation of all biodiversity commitments and
achieving net positive gain of biodiversity values. This work requires a fully dedicated,
qualified and experienced team to successfully implement and operationalize all
commitments. The current team is not fully dedicated to biodiversity (i.e., splits time
between biodiversity and other environmental duties) and this limits the delivery
capacity on biodiversity commitments. Limited capacity has been evidenced since 2012
through delays in commitment implementation as per the agreed BAP schedule and the
biodiversity non-conformances discussed herein. The current team is knowledgeable
about local ecology and species but continued capacity building regarding
comprehensive biodiversity management and monitoring is needed. Capacity building
of the current biodiversity staff is underway under the guidance of the Principal
Advisor – Biodiversity, but not yet complete. As such, BAP Commitment #19 remains
open as a Class II non-conformance.
Although not a non-conformance at this time, BAP Item #20 also relates to resourcing at
a leadership level. This role requires a full time senior level specialist, based in
Mongolia, with demonstrated experience in international best practices to provide
support, capability and leadership to the Environment Team in implementation of
biodiversity commitments. The commitment specifies that the specialist position will be
in place for the period necessary to achieve sufficient capacity within the national
Project team to implement and manage the Project's biodiversity commitments. The
current engagement of the Principal Advisor – Biodiversity ends in February 2014. BAP
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Item #20 specifies that the specialist position will be in place for the period necessary to
achieve sufficient capacity within the Projects national biodiversity team to implement
and manage the Project's biodiversity commitments. Further, it stipulates that the
progress of capacity development will be subject to an annual review process which
will include advice from the Project's various Biodiversity advisors and consultation
with the Lenders. As such, it is expected that engagement of a qualified senior full time
specialist will continue until sufficient capacity is demonstrated and independently
verified. This item should be confirmed by the Project and monitored as part of future
IESC visits.
The April 2013 Audit documented advances in the Project’s overall biodiversity
program compared with the 2012 Audits. This indicates that successful implementation
of commitments and achieving net positive gain of biodiversity values is achievable
over time, provided that the Project employs an adequate number of staff fully
dedicated to biodiversity and engages a Principal Advisor beyond early 2014 until the
biodiversity program is fully established and successfully operationalized.
9.1.4

Observations Relating to GIIP
FFMP commitment FF16 requires that the Project must prohibit Project vehicles
(including contractors) from driving off existing defined tracks and roads, unless they
are specifically authorized to do so. As stated in Table 3-2, the Project is effectively
managing off-road driving of Project vehicles through the implementation of its
Journey Management System, which includes a GPS tracking system for all Project
vehicles and for contractor vehicles that are used for significant periods. However, this
system does not currently monitor contractors that use their own vehicles to conduct
short term Project-related work. Off-road driving is a significant threat to natural
habitats and the flora and fauna communities they support. While contractors that use
their own vehicles to conduct short term Project-related work are informed of the
Project’s vehicle use and off-road driving policy, their vehicle movements are not
tracked through the Journey Management System and there is no alternative
monitoring mechanism in place. To reduce off-road driving by contractors not using
Project vehicles equipped with GPS tracking, ERM recommends that another, fit-forpurpose, reporting mechanism be established (e.g. a real time phone or email reporting
procedure) and implemented for observations of off-road use. All reports of off-road
use should be immediately investigated and, where applicable, penalties for policy
infraction should be applied in line with Project policies.
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10.0

CULTURAL HERITAGE

10.1.1

Project Strategy
The Project recognizes the importance of protecting tangible (physical sites) and
intangible (such as cultural resources and customs) cultural heritage in the ESIA.
The potential impacts are delineated in ESIA Section C11 and the Cultural Heritage
Management Plan is found in ESIA Section D13. Cultural Heritage impacts and
management plans are related to IFC PS8 and EBRD PR8.
There are several Project activities that may produce impacts to Cultural Heritage,
including specific construction related activities, mining related activities and impacts
associated with the increased human presence in the Project Area. Specific construction
related activities include road construction, site preparation and infrastructure
installation. Operations Phase related activities include mining, waste rock storage and
waste management. The Project development will also bring an increased presence of
non-nationals with different ideologies, values and cultural traditions who will be
interacting with the local population. The Cultural Heritage Plan includes 16
commitments which cover legal and procedural requirements; preservation of cultural
artifacts; physical loss of archaeological resources; and indirect and deliberate
disturbance by non-Project personnel.

10.1.2

Observations
Of the 16 Cultural Heritage Management Plan commitments, a total of
2 non-conformances were documented during the September 2012 Audit. The following
provides a summary of the two material observations relative to previous nonconformance items which as of April 2013 are closed. During the April 2013 Audit,
ERM did not observe any new non-conformances.
These observations are broken down into observations related to GIIP and closed nonconformance observations from prior Audits.

10.1.3

Observations Relating to Non-Conformance
Audits undertaken in 2012 identified non-conformances relative to cultural heritage
systems implementation (ESIA Section D13) which are now remedied and closed as of
April 2013. Prior findings were that LDP sites were not monitored by a member of the
Cultural Heritage Team nor was the monitoring recorded. During the April 2013 site
visit the draft “Cultural Heritage Management System Procedures” document which
extensively details cultural heritage procedures was verified. LDP monitoring by
cultural heritage professionals was confirmed and evidence of systematic recording
substantiated. Verification of these items is sufficient to establish conformance with the

ERM

99

OYU TOLGOI – APRIL 2013 AUDIT REPORT

intent of systems related commitments for cultural heritage management and
demonstrate continued performance improvement by the cultural heritage team.
In previous Audits in 2012 the status of Phase II of the Cultural Heritage Program was
unclear and represented a non-conformance with Project commitments (CH01), this has
been rectified and is closed as of April 2013. During the September 2012 Audit, the
Project represented that they were implementing action items as part of initial activities
for the Cultural Heritage Program Phase II. The Project was re-contracting the
Mongolian International Heritage Team to re-develop comprehensive Phase II subprojects by December 2012. Verification was provided in the April 2013 site visit as to
the scope of works being tendered. These activities are acceptable to establish
conformance with the intent of Project commitments for Cultural Heritage Program
Phase II implementation.
10.1.4

Observations Relating to GIIP
The implementation status of the Cultural Heritage Program Phase II needs to be
closely monitored and evaluated. A systematic process for monitoring implementation
should be established, which allows the team to review implementation of the total
program rather than yearly action plans. Furthermore, Cultural Heritage Program
Phase II knowledge appears to be centrally held with the Cultural Heritage
Superintendent. There is scope for improvement in this area and it is recommended that
actions are taken to ensure all members of the cultural heritage team have an
understanding of this important program.
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11.0

STAKEHOLDER ENGAGEMENT

11.1.1

Project Strategy
The ESIA and ESMPs address the way in which the Project engages with its affected
stakeholders. The Stakeholder Engagement Plan (SEP) is found in ESIA Section D14.
Stakeholder Engagement requirements are specifically related to EBRD PR10 and IFC
PS1..
The SEP sets out stakeholder identification, defines the methods for engagement and
implementation of a grievance mechanism. The objectives of the SEP are to identify
stakeholders and their interests and/or issues of concern; define consultation methods
and requirements for stakeholder engagement. As well as present a specific action plan
for stakeholder engagement throughout construction, detail the grievance mechanism
for local communities and define roles and responsibilities. The SEP includes
commitments contained in the action plan and key performance indicators against
which the Project is monitored.

11.1.2

Observations
During the Audit, ERM made observations regarding conformance and non-conformance.
A total of 3 non-conformances were documented during the September 2012 Audit
relative to SEP commitments. These 3 non-conformances were reviewed during the April
2013 Audit and all remain open.
Other aspects of the Audit scope relative to stakeholder engagement and incorporated
into the findings contained herein include:
•

Relevant commitments in the SEP related to the Undai Diversion as set out in
ESIA Section C, Construction Phase ESMPs and publically stated commitments;
and

•

Review of evidence, provided by the Project, of different aspects of community
attitudes towards the Project and Project ESIA/ESMP disclosure efforts.

ERM’s review of stakeholder engagement during the Audit is substantially based on
internal interviews and evidence provided by the Project. Participation in a town hall
meeting and an interview with the soum governor was undertaken during the site visit
(see Annex C). Interviews with Herder Households and community members were
extensively undertaken during the June and September 2012 Audits. The IFC
Compliance Advisor Ombudsman is currently investigating two herder complaints.
To avoid confusion with the extensive herder engagement being undertaken by the
Compliance Advisor Ombudsman as part of its assessment, it was not the remit of ERM
to undertake interviews with affected households during the Audit.
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The following provides a summary of the material observations as per the previously
listed scope items, with the observations broken down into either observations related
to non-conformance or to GIIP observations.
The Audit reviewed evidence, provided by the Project, of different aspects of
community attitudes towards the Project and Project ESIA/ESMP disclosure efforts.
A summary of this review is provided as follows:
i.

Company’s strategy, policy and principles on community engagement: Community
engagement strategy and policies are addressed in the ESIA SEP (Section D17),
the ESIA Non-Technical summary and on the Project website (www.ot.mn). The
Project represents that it is incorporating Rio Tinto Standards (alongside all
Project Environmental & Social Requirements) into Operations Phase ESMPs.
Inclusion of these requirements in the draft Stakeholder Engagement Plan for
Operations has been verified. Feedback received during the disclosure period
suggests that recruitment and supplier polices require further dissemination
among Project stakeholders to improve community understanding of how the
Project engages small businesses and undertakes recruitment.

ii.

Grievance mechanism: During previous Audits it has been recognized that the
Project has a well-established grievance mechanism which is widely circulated
and known among the communities. Grievance logs, including tracking and
closure of grievances, have been verified. The Project represents that the
grievance procedure is currently under review, with completion expected in Q3,
2013. The revised mechanism will include the LAGs as a mediation committee.
The Project must maintain timelines for implementation of the revised
procedure and this will require verification by an IESC during future
monitoring.

iii.

Stakeholder identification and analysis: stakeholder identification is addressed in
the SEP (ESIA Section D14), and a draft stakeholder engagement plan for the
Operations Phase is currently under review by Senior Lenders and the IESC.
Feedback and lessons learnt from stakeholder engagement have been
incorporated into the draft, including the need to engage more directly with
baghs. Stakeholder identification and analysis for disclosure activities were
verified during the Audit and ERM can confirm them to be comprehensive.

iv.

Quality of community engagement on information disclosure: the ESIA was disclosed
in August 2012 to affected communities and the public. One-on-one outreach
meetings with affected herder households were undertaken in the first three
weeks of September 2012 and materials (ESIA, Non-Technical Summary and
factsheets) distributed. Follow-up meetings were then held with all affected
herder households in the first three weeks of October. The Project recognizes
that differences between the ESIA disclosure process and the DEIA process were
not communicated clearly to stakeholders. Given this was the first time for
many stakeholders to participate in a process outside of the DEIA, further
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explanation of the differences between the two processes was needed. Details of
completed disclosure activities with stakeholders at local, regional and national
levels were verified during the Audit. All feedback to enquiries (Dec. 17th 2012)
is posted online (www.ot.mn).

11.1.3

v.

Quality of consultations including free, prior, and informed participation: Project
records of discussions with recognized stakeholder representatives, respected
key informants, and legitimate representatives of subgroups were verified (both
disclosure and engagement tracking). Disclosure of the ESIA was during an
election period, which presented difficulties in meeting with relevant
individuals as many government positions had not been internally assigned.
Evidence of disclosure feedback incorporated into draft Operations Phase
management plans was verified, for example improved Project representation at
regular bagh meetings. Whilst examples were provided, the Project recognizes
that incorporation of disclosure feedback into Project planning could have been
communicated more effectively with stakeholders.

vi.

Inclusion of the vulnerable groups: Identification and engagement actions with
vulnerable groups are established in the SEP. Previous Audits have verified the
completion of planned activities with vulnerable households in Khanbogd soum
and among displacement affected households. Disclosure activities with
vulnerable households in Khanbogd, Manlai and Bayan Ovoo were confirmed
during the Audit. Of feedback received during the disclosure period, seven
instances originated from directly affected households identified as vulnerable.
Documentation detailing actions responding to feedback was also verified.

Observations Relating to Non-Conformance
During the September 2012 Audit it was identified that the Project had not begun
implementation of its Participatory Dust Monitoring Program with households
required by Project commitments (SE03). The Project had progressed with designing the
program and monitoring equipment was being procured. Implementation of the
program was expected to commence in November 30 2012. Given the significance of
dust issues for projected affected households, implementation of the Participatory Dust
Program by the November 2012 timeline was considered essential. During the site visit
the Dust Monitoring Action Plan, developed jointly with herders and other
environment oriented stakeholders was verified. The Project represented that
consultation on monitoring point locations and herder participants was being
undertaken. Dust monitoring equipment was represented as under construction.
The installation of the equipment at monitoring points will begin once monitoring point
locations and herder participants are confirmed with community and local government
stakeholders. Verification of equipment installation and implementation of monitoring
activities will require verification by the IESC during subsequent monitoring visits in
2013. This item remains open as a Class I non-conformance.
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It was identified in previous Audits in 2012 that no bi-annual auditing of the Grievance
Mechanism had been conducted as required by Project commitments in the SEP (SEP.1).
In September 2012, the Project represented that a process for grievance mechanism
auditing had been established, firstly as part of the Project’s annual internal auditing
annually and by the RDSP department every six months. The first grievance mechanism
audit was scheduled to take place in December 2012. In April 2013, the Project
demonstrated that the Grievance procedure was under review, to incorporate all Project
Environmental and Social Requirements including Rio Tinto Standards. Evidence
reviewed during the Audit confirmed that a more robust (i.e. multiple categories for
grievances) and systematic grievance procedure was being drafted (i.e. linked to the
new engagement tracking system). The Project represented that once the revision is
complete (Q3 2013) and commissioning of the new procedure undertaken, internal
auditing will begin. The draft operations SEP was verified which currently states that
auditing of grievance procedure, complaints and disputes will take place biannually
during the Operation Phase. This item remains open as a Class I non-conformance.
The September 2012 Audit identified that internal recording and reporting of
community interactions was occurring via a number of methods which were not
sufficient in allowing for adequate analysis and internal communication. During the
April 2013 Audit, significant progress towards conformance with Project commitments
(SEP 5, PS1, PR10) for Stakeholder Engagement systems was evident. Documentation of
a community engagement systems review in October 2012 was verified. As a result of
this review, the OASIS system is to be replaced by the Community Stakeholder
Engagement Tracking System (CSETS). Evidence was verified that a CSETS systems
readiness review occurred in November 2012. Technical preparations for the
installation of CSETS are underway and expected to commence operating during 2013.
The Project further demonstrated an interim solution for establishing a higher level of
analysis and communication of stakeholder issues. The installation of CSETS needs to
be expedited and timelines maintained. This will need to be verified at subsequent site
visits by an IESC. This item remains open as a Class I non-conformance.
11.1.4

Observations Relating to GIIP
The Project has a well-resourced and capable community relations team, with whom
ERM has seen continued performance improvement over time. However, there is scope
for improvement in some of the community engagement methodologies employed by
the Project. Key areas for improvement recognized by the Project and highlighted
during the Audit include:
•
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•

Whilst stakeholder representatives have often been engaged, meaningful
engagement with affected households in the design of Project features has been
weak; and

•

An effective internal working practice between the Environment and RDSP
departments has not been established, resulting at times in weak engagement of
affected households and community members in environmental programs.

These items have been recognized by the Project and lessons learnt should be
incorporated into future RDSP and Environment department planning.
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Appendix A
Document Request
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Document Request : April 2nd 2013 Audit
Topic/ Plan

Requested Documents

ESAP/BAP

We need to understand how the Project is compliant with existing ESAP (dated August 2012) and BAP (dated February 2013). Request a
tabulated response for each time-bound commitment, with documentation for each commitment the Project deems that it is in compliance
of.

Undai

We need to understand how the Project is compliant based on existing commitments as set out in ESIA Section C, Construction Phase
ESMPs and publically stated commitments.

D2:
Quality

Air

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Item number: 4.
Response/verification documentation for the following issues of non-conformance identified in the September 2012 Audit Report,
Commitment numbers:
AQ07
AQ14 (Not verified in last Audit)

D4: Topsoil
D5: Fuels
Petroleum

Response/verification documentation for the following issues of non-conformance identified in the September 2012 Audit Report relative
to issues raised on conditioning of topsoil stockpiles.
&

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
45
46
47
Response/verification documentation for the following issues of non-conformance identified in the September 2012 Audit Report:
PF02-d
PF02-e
PF06-a
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PF06-b
PF08b
PF09
PF11
D6: Biodiversity Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Item number:
19
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
FF01-a
FF01-e
FF02-b
FF02-e
FF03-b
FF04-c
FF04-e
FF07
FF08
FF09-a
FF11-c
FF15
FF15-a
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FF16
FF17
FF20
FF21
FF30
FF31
2012 Annual Environmental Report.
D7:
Water
Resources

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
15
16
17
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
WR01-a
WR02-b
WR02-c
WR03-b
WR05-b
WR05-c
WR05-e
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WR05-g
WR09-d
WR10-a
WR10-b
WR15-a
WR16-a
WR17-b
WR18
WR21
Most recent Water Monitoring and Water Management Reports (quarterly);
D8:
Waste
Management

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
6
7
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
WM10-c
WM12-b
WM17-b
WM17-c
WM23
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D11: Transport

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
52
54
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
TR05
TR14

D12:
Hazardous
Materials

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
8
9
10
13
14
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
HM04-c
HM04-h
HM06-b
HM06-c
HM10-b
HM11-c
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HM12
HM13-a
HM15
D13: Cultural
Heritage

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
23
24

D18:
Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
Community
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
Health, Safety,
and Security
27
28
30
32
33
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
CHSS1
CHSS2-d
CHH3
CHSS3-h
CHSS4
CHSS6-e
ERM

OYU TOLGOI – APRIL 2013 AUDIT REPORT

CHSS8-b
D14:
Stakeholder
Engagement
Plan & D15:
Resettlement
Action Plan

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
38
39
40
41
42
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
SE16-b
SE18
SEIA05
SEP.5
R02
R04
October-March Community Relations & Sustainable Development Department Monthly Reports;
Grievance Log summary October 2012 through March 2013.

D 16 Influx
Management
Plan

Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
IM01
IM08
IM11
ERM
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IM15
IM33
IM46
D17:
Labour
Management

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Items numbered:
34
35
36
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
LMP04-c
LMP04-m
LMP04-n

D20:
Emergency
Response
Planning

Response and verification documentation for June 2012 Audit Findings, classified as “in process”, “not fully implemented” or “not
implemented” in the September 2012 Audit Report Table 2-2. Item number:55
Response/verification documentation for the following issues for non-conformance identified in the September 2012 Audit Report:
ERP01-a
ERP05-b
ERP15
ERP16

ERM
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Appendix B
Senior Lender Environmental and Social
Standards

ERM
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The specific policies and standards of the Senior Lenders (“Environmental and Social Standards”)
which formed the basis for the ESIA review and ESHS monitoring prior to disclosure of the ESIA in
August 2012. These Standards are in direct reference to ERM’s scope of work as the IESC outlined in
the Oyu Tolgoi Project Terms of Reference: Independent Environment, Social and Health and Safety Consultant
(IESC), 2010.

Relevant Mongolian requirements:
Law on Environmental Impact Assessment, (2001)
Law on Environmental Protection, 1995 and renewed 2005
Law on Environmental Impact Assessment, 1998, renewed 2001
Law on Special Protected Areas, 1996
Law on Buffer Zones, 1997

Senior Lender Standards:
IFC Performance Standards (2006),
http://www.ifc.org/ifcext/sustainability.nsf/Content/PerformanceStandards
Equator Principles (2006),
http://www.equator-principles.com/documents/Equator_Principles.pdf
EBRD Environmental and Social Policy (2008),
http://www.ebrd.com/about/policies/enviro/policy/2008policy.pdf

With a consideration of:
IFC General EHS Guidelines (2007)
http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/gui_EHSGuidelines2007_GeneralE
ERM
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HS/$FILE/Final+-+General+EHS+Guidelines.pdf
IFC EHS Guidelines for Mining (2007)
http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/gui_EHSGuidelines2007_Mining/
$FILE/Final+-+Mining.pdf
IFC EHS Guidelines for Airports (2007)
http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/gui_EHSGuidelines2007_Airports
/$FILE/Final+-+Airports.pdf
IFC EHS Guidelines for Electric Power Transmission and Distribution (2007)
http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/gui_EHSGuidelines2007_ElectricT
ransmission/$FILE/Final+-+Electric+Transmission+and+Distribution.pdf
http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/gui_EHSGuidelines2007_Railways
/$FILE/Final+-+Railways.pdf
IFC / EBRD Workers’ Accommodation: Processes and Standards (2009)
http://www.ebrd.org/downloads/about/sustainability/Workers_accomodation.pdf
Standard Chartered Bank’s Mining & Metals Position Statement
http://www.standardchartered.com/documents/Standard-Chartered-Mining-and-Metals-PositionStatement.pdf
Environmental Impact Assessment EU Directive 85/337/EEC and 97/11/EC
EU Directive 2003/4/EC (provisions of the Aarhus Convention)
Guidance on Environmental Impact Assessment – Scoping. June 2001 published by the Directorate
General for Environment of the European Commission (ISBN 92-894-1336-0),
http://ec.europa.eu/environment/eia/eia-guideli

ERM
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Appendix C
Activity Log

ERM
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Date

Systems

Monday 22 General update in Ulaanbaatar
April, 2013
- OT offices: Meeting with Principal
Advisor Strategy and Integration
Project Analyst;
- Induction;
- Finance and infrastructure status
Briefing.
Tuesday 23 Flight to site and commence meetings:
- Ger Meeting;
April, 2013
- Site Induction (OT: All and ERM:
All)
- Presentation from Project led by
Manager
Environment
and
Principal
Advisor
Social
Performance;
- Introduction and presentation by
ERM;
- Meeting with COO (5:30 pm).
- Town Mayor Meeting with Senior
Wednesday
manager Camp and Site Services;
24
April,
Undai
Discussion
with
2013
Environment and Communities
Manager of Environment, Principal
Advisor
Social
Performance
Projects
&
Superintendent
Community Relations;
- Underground visit with Manager
Vertical Development and Mass
Excavation and Redpath ERT
Coordinator;
- Worker Accommodation with
Manager Camp Services.

ERM

Health & Safety
Same as Systems Schedule

Social
Same as Systems Schedule

Environment

Biodiversity

Same as Systems Schedule Same as Systems Schedule

Same as Systems schedule
(less meeting with COO)

Same as Systems schedule Same as Systems schedule Same as Systems schedule
(less meeting with COO)
(less meeting with COO)
(less meeting with COO)

- Underground visit with
Manager
Vertical
Development and Mass
Excavation and Redpath’s
ERT Coordinator;
- Asked about the process
for Safety Systems with
Manager
Health
and
Radiation Safety; and
- Clinic Tour with manager
Health and Radiation
Safety.

- Disclosure with Principal - Undai discussion with - Undai discussion with
Advisor
Social
Environment
and Environment
and
Performance Projects and
Construction Manager Construction Manager
Manager
Social
Environment,
OSBL Environment,
OSBL
Investment and Special
Construction Manager, Construction Manager,
Projects;
Principal Advisor – Principal Advisor –
- Undai discussion with
Social
Performance Social
Performance
Environment
and
Projects;
Projects.
Construction
Manager - Undai Discussion – - Undai
Discussion
–
Environment,
OSBL
Environment
and Environment
and
Construction
Manager,
Communities Manager Communities Manager
Principal Advisor – Social
of
Environment, of
Environment,
Principal Advisor – Principal Advisor –
Performance Projects.;
- Undai Discussion with
Social
Performance Social
Performance
Environment
and
Projects
& Projects
&
Communities Manager of
Superintendent
Superintendent
Environment, Principal
Community Relations; Community Relations;
Advisor
Social
and
and
Performance Projects &
Undai Engagement & - Biodiversity Field Trip
Superintendent
Water
Management with Principal Advisor –
Community Relations.
discussion
with Biodiversity offset.
Manager Environment
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Date
Thursday 25
April, 2013

Friday
26
April, 2013

Monday 29
April, 2013

Systems

Health & Safety

Social

- MOC meeting with Manager of - MOC
meeting
with
Asset management);
manger
of
Asset
- Systems
Discussion
General
Management;
Manager HSE and Manager HSE - Journey
Management
Risk and Management System;
meeting
with
- VP Business Readiness.
Superintendent
Camp
services;
- Transport meeting with
General Manager Open
Pit; and
- Hazardous
Materials
meeting
with
Superintendent
Warehouse, Coordinator
HSE and Coordinator
Chemicals.
- MOC meeting with Superintendent - Site Close out Meeting;
Health and Safety; and
and
- Site Close out Meeting
- Town Hall Meeting in
Khanbogd on Electrical
Safety.

- Close out meeting in Ulaanbaatar

ERM

- Close out meeting
Ulaanbaatar

in

- Conference Call with
IFC
Compliance
Advisor Ombudsman;
- Cultural
Heritage
(Cultural
Heritage
Superintendent;
Principal Advisor Social
Performance Projects);
and
- Pastureland and RAP
with LBED Advisor

Environment
- Meeting with Manager of Environment; and
- Field Visit to Tailings
Dam and new waste
management
facility with
Manager
of
Environment

- Meeting with Community - Site Close out Meeting
Health Specialist;
- Town Hall Meeting in
Khanbogd on Electrical
Safety;
- Meeting with Principal
Advisor
Social
Performance Projects; and
- Site close out meeting
- Meeting
with
OT - Meeting with Manager
Manager, Regional and
of Environment; and
Community Development; - Close out meeting in
- Meeting with Worker
Ulaanbaatar
Accommodation;
- Community update with
GM
Regional
Development & Social
Performance; and
- HR update Khanbogd
Town Strategy Advisor;
and
- Close out meeting
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Biodiversity
Environment Follow
up General manager
HSE and Manager
Environment; and
Depart site visit.

